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1.

The Company is incorporated in the Cayman Islands as
an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong
Limited.

The Group is engaged in the manufacture and sale of
rare earth products, refractory products and fluorescent
products.

ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE/CHANGES IN

In the current year, the Group has adopted, for the first
time, a number of new and revised Statements of
Standard Accounting Practice (“SSAPs”) issued by the
Hong Kong Society of Accountants. The adoption of
these SSAPs has resulted in a change in the format of
presentation of the consolidated cash flow statement
and the consolidated statement of changes in equity,
but has had no material effect on the results for the
current or prior accounting years. Accordingly, no prior
year adjustment has been required.

Cash flow statements

In the current year, the Group has adopted SSAP 15
(Revised) “Cash Flow Statements”. Under SSAP 15
(Revised), cash flows are classified under three headings
— operating, investing and financing, rather than the
previous five headings. Interest received, interest paid
and dividends paid, which were previously presented
under a separate heading, are classified as investing
and financing cash flows respectively. Cash flows arising
from taxes on income are classified as operating
activities, unless they can be separately identified with
investing or financing activities.
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2.

ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE/CHANGES IN
Employee benefits

In the current year, the Group has adopted SSAP 34
“Employee benefits” which introduces measurement
rules for employee benefits including retirement benefit
plans. Because the Group participates only in defined
contribution retirement benefit scheme, the adoption
of SSAP 34 has not had any material impact on the
financial statements.

- PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared under
the historical cost convention and have been prepared
in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies
adopted are set out below:

(a) Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31 December each year.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
income statement from the effective date of
acquisition or up to the effective date of disposal,
as appropriate.

All significant intercompany transactions and
balances within the Group have been eliminated
on consolidation.
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(b) Property, plant and equipment

Property, plant and equipment are stated at cost
or valuation less accumulated depreciation,
amortisation and impairment losses.

Certain buildings are stated in the balance sheet
at their revalued amount, being the fair value at
the date of revaluation less any subsequent
accumulated depreciation and any subsequent
impairment losses. Revaluation is performed with
sufficient regularity such that the carrying amount
does not differ materially from that which would
be determined using fair values at the balance
sheet date.

Any revaluation increase arising on revaluation of
buildings is credited to the revaluation reserve,
except to the extent that it reverses a revaluation
decrease of the same asset previously recognised
as an expense, in which case the increase is
credited to the income statement to the extent of
the decrease previously charged. A decrease in
net carrying amount arising on revaluation of an
asset is dealt with as an expense to the extent that
it exceeds the balance, if any, on the revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus
is transferred to accumulated profits.

Depreciation and amortisation is provided to write
off the cost or valuation of items of property, plant
and equipment, over their estimated useful lives
and after taking into account their estimated
residual values, using the straight-line method, at
the following rates per annum:

Buildings 5%
Machinery and equipment 10%
Office equipment and fixtures 20%
Motor vehicles 20%
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(b)

©

(d)

(e

Property, plant and equipment (Continued)

The gain or loss arising from the disposal or
retirement of an item of property, plant and
equipment is determined as the difference between
the sales proceeds and the carrying amount of the
asset and is recognised in the income statement.

Construction-in-progress
Construction-in-progress represents plant and
properties under construction and is stated at cost
less accumulated impairment losses. This includes
cost of construction, plant and equipment and other
direct costs. Upon completion of construction, the
relevant costs are transferred to appropriate
categories of property, plant and equipment when
they are ready for their intended use.

No depreciation or amortisation is provided on
construction-in-progress until the asset is completed
and put into use.

Investments in subsidiaries

Investments in subsidiaries are included in the
Company's balance sheet at cost less any identified
impairment loss.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have
suffered impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced
to its recoverable amount. Impairment loss is
recognised as expense immediately.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(e) Impairment (Continued)

Where impairment loss subsequently reverses, the
carrying amount of the asset is increased to the
revised estimate of its recoverable amount, such
that the increased carrying amount does not exceed
the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A reversal
of impairment loss is recognised as income

immediately.

(f) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the

weighted average method.

(g) Provisions

Provision is recognised when an enterprise has a
present obligation (legal or constructive) as a result
of a past event and it is probable (i.e. more likely
than not) that an outflow of resources embodying
economic benefits will be required to settle the
obligation, and a reliable estimate can be made
on the amount of the obligation. Provisions are
reviewed at each balance sheet date and adjusted
to reflect the current best estimate. Where the effect
of the time value of money is material, the amount
of provision is the present value of the expenditure
expected to be required to settle the obligation.

(h) Accounts and other receivables

Accounts and other receivables are stated at cost,
after provision for bad and doubtful debts.

(i) Operating leases

Rental payables under operating leases are charged
to the income statement on a straight-line basis

over the relevant lease terms.
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Q)

Revenue recognition

(i) Sales of goods
Sales of goods are recognised when goods
are delivered and title has passed to the
customers.

(i) Interest income
Interest income is accrued on a time basis, by
reference to the principal outstanding and at
the interest rate applicable.

Taxation

The charge for taxation is based on the results for
the year as adjusted for items which are non-
assessable or disallowed. Timing differences arise
from the recognition for tax purposes of certain
items of income and expense in a different
accounting period from that in which they are
recognised in the financial statements. The tax
effect of the timing differences, computed using
the liability method, is recognised as deferred
taxation in the financial statements to the extent
that it is probable that a liability or an asset will
crystallise in the foreseeable future.

In accordance with the relevant tax laws enacted
in the PRC, all the companies of the Group
established in the PRC are subject to value-added
tax (“VAT"). This principal indirect tax is levied on
the sales of goods and provision of certain specified
services (known as “Output VAT"). Output VAT is
recovered from customers with sales proceeds and
is calculated at 17% or 13% of the selling price.
The net VAT payable of the Group represents
Output VAT minus the VAT paid on purchases of
goods and certain specified services (known as
“Input VAT").
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

)

Retirement benefit costs
Payments to the state-sponsored retirement plan
are charged as expenses as they fall due.

(m) Foreign currencies

(n)

Transactions in foreign currencies are initially
recorded at the rates of exchange prevailing on
the dates of the transactions or at the contracted
settlement rate. Monetary assets and liabilities
denominated in foreign currencies are re-translated
at the rates prevailing on the balance sheet date.
Profits and losses arising on exchange are included
in net profit or loss for the year.

On consolidation, the assets and liabilities of the
Group's operations in the PRC are translated at
exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the
average exchange rates for the year. Exchange
differences arising, if any, are classified as equity
and transferred to the Group's exchange translation
reserve. Such translation differences are recognised
as income or expense in the year in which the
operation is disposed of.

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products
or services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is
subject to risks and rewards that are different from
those of other segments.

In accordance with the Group’s internal financial
reporting, the Group has chosen business segment
information as the primary reporting format and
geographical segment information as the secondary
reporting format.
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(n) Segment reporting (Continued)

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on
a reasonable basis to that segment. For example,
segment assets may include inventories, trade
receivables and property, plant and equipment.
Segment revenue, expenses, assets and liabilities
are determined before intercompany balances and
transactions within the Group are eliminated as
part of the consolidation process, except to the
extent that such intercompany balances and
transactions are between Group enterprises within
a single segment. Inter-segment pricing is based
on similar terms as to those charged to external
parties.

Segment capital expenditure is the total cost
incurred during the year to acquire segment assets
that are expected to be used for more than one
financial year.

Unallocated items mainly comprise corporate assets
and corporate expenses.

Segment information is presented in respect of the
Group's business and geographical segments. Business
segment information is chosen as the primary reporting
format because this is more relevant to the Group's
internal financial reporting.

(a) Business segments
The Group operates the following two main
business segments:

Rare Earth : The manufacture and sale of rare
earth products including fluorescent
products

Refractory : The manufacture and sale of
refractory products
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4. nEER®E) 4. SEGMENT INFORMATION (Continued)
it it X aHE
Rare Earth Refractory Total

“BFF "TE-4 _FF-F T _"FT_F£ _"BF-F£

2002 2001 2002 2001 2002 2001

TR TR TR TR TR TR
HK$000  HK$000  HK$'000  HK$000  HK$'000  HK$'000

= Turnover 206,127 374,661 261,536 243,147 467,663 617,808
E4 RESULTS
EE S Segment results 10,439 99,022 73,006 66,390 83,445 165,412
DB Unallocated

TEER corporate expenses (10,904) (14,445)
MEKA Interest income 4,438 6,253
i A Profit from operations 76,979 157220
BT Finance costs - (2,621)
EtERFE Other expenses, net (28,064) (7892)
RE Taxation (8,593) -
SERRER Minority interests 710 (4,493)
AEEHEMNFE Net profit for the year 41,03 142,214
Hir &R OTHER INFORMATION
NEEE Segment assets 586,816 532,126 423,653 236,496 1,010,469 768,622
RAOBRE Unallocated

BE corporate assets 18,581 248,256
EERE Total assets 1,029,05 1,016,878
PEAR Segment liabilities 33,757 32,035 38,965 29,769 72,722 61,804
AOBRE Unallocated

g corporate liabilities 2,544 17277
BEEE Total liabilities 75,266 79,081
FREERN Capital expenditure

BEAMT incurred during the year 47,919 77,838 66,040 57,656
nE Depreciation 21,085 14,401 11,955 6,901
REIM Non-cash expenses

FREZH other than depreciation 42,613 9,359 10,707 -
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4. AWEAN@G®E) 4. SEGMENT INFORMATION (Continued)
(b) HEDE (b) Geographical segments
AEENEBIEAETE - H The Group's activities are conducted predominantly
AREBET - RME D ER in the PRC, Japan and the United States of America.
EXEAMMT An analysis of turnover by geographical segment is
as follows:
RWETSZEXR

Turnover by

geographical market

—FT- —ET—F
2002 2001
FHET FHET
HK$'000 HK$'000
E The PRC 353,965 336,565
=[N Japan 77,332 151,546
e The United States of America 7,329 81,209
H Al Others 29,037 48,488
467,663 617,808
AEEBBAEOHZNTHDE Over 90% of segment assets of the Group are located
BERMUNTE - in the PRC.
5. &=®& 5. TURNOVER . . . . .. .
rEE
The Group
—ET- —ET—F
2002 2001
FHET FHET
HK$'000 HK$'000
MmrEm- Sales of rare earth products,
it N2 mm 2 refractory products and
HAEmMEE fluorescent products 467,663 617,808
6. MBWA 6. INTEREST INCOME
rEE
The Group
—ET-F —TT—F
2002 2001
FHET FHET
HK$'000 HK$'000
RITE KA B WA Interest income on bank deposits 4,438 6,253
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7. PROFIT FROM OPERATIONS

(41« —

e MEMR, (GEA) THE Profit from operations has been arrived at after charging/
18 : (crediting):
rEE
The Group
—EE_F _—TT—F
2002 2001
FHET FHET
HK$'000 HK$'000
FEKRE (T8 Cost of inventories excluding
BIXA W% - staff costs, depreciation on property,
BEREEITE plant and equipment, provision for
FEEER inventories and written off
FE M) of inventories 301,388 398,875
FERE Provision for inventories 5,108 3,511
7 & 88 Written off of inventories 16,574 —
BIRAK(TBHE Staff costs excluding directors'’
EE=Me (FF5E10)) emoluments (Note 10)
—HekIA& — salaries and wages 10,784 11,472
—EERAERE — provision of employee welfare 105 1,614
— BB RARBR K — contribution to employment
(BFEET1) retirement benefits (Note 11) 887 2,079
SMNEFE H B8 F 5 Exchange loss, net 142 22
M - BE KR Depreciation on property,
RBITE plant and equipment 33,125 21,372
BEEMEZLE Operating lease charges on
HEX I rented premises
=% — third parties 1,109 1,100
—BE AL (KisE26 — related parties
(b) (i) X (v)) (Note 26(b)(ii) & (v)) 1,010 204
% S B B & Auditors’ remuneration 1,950 1,500
BEWE BEK (Gain)/Loss on disposal of
HE () BB property, plant and equipment (831) 5,848
1 0] e W BR TR K Written back of provision for
H A & WK bad and doubtful debts of accounts
BRI RR B A and other receivables (3,505) (5,061)
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8. MBRA 8. FINANCECOSTS
rEE
The Group
—ET_F —ET—F
2002 2001
FHET FHET
HK$'000 HK$'000
BRAFANEEEEA  Interest expenses on bank loans
RITER K HAb and other borrowings wholly
EEHNMEX repayable within five years - 2,621
9. Hie&m¥® = 9. OTHER EXPENSES, NET
RAER  BMEBERFECEEY During the year, loss on written off of property, plant
X HBERREBALRERIRZM and equipment and construction-in-progress amounted
$HEE A £31,638,000/8 7T ° to HK$31,638,000 was included in the other expenses,
net.
0. 228 10. DIRECTORS" EMOLUMENTS
(a) BEEBAAKAEI611ER L (a) Details of directors’ emoluments pursuant to
™ 5% Rl 6 47 7€ 1 B2 58 Y & = Section 161 of the Hong Kong Companies
SWT Ordinance and the provisions of the Listing Rules
are as follows:
rEE
The Group
—ET-F —TT—F
2002 2001
FHET FHET
HK$'000 HK$'000
FHMITES Non-executive directors
— e — Fees 83 83
BMITES Executive directors
— % RER — Salaries and allowance 2,843 2,452
2,926 2,535
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0. EEMS(E) 10. DIRECTORS' EMOLUMENTS (Continued)
REFANBLMNEHESNTHNES The emoluments of the directors analysed by the
MewT™ : number of directors and emolument ranges are as

follows:
rEE
The Group
—ET-F —TT—F
2002 2001
Z — 1,000,000/ 7T Nil — HK$1,000,000 5 6
1,000,001/ 7T — 1,500,000 7t HK$1,000,001 — HK$1,500,000 1 1
(b) AfismHFATBERG(ZE (b) Of the five highest paid individuals of the Group,
T—F W) EE - REAM four (2001: four) are directors of the Company
SHBEN LEXHE@Q) - BE whose emoluments are included in Note (a) above.
HNMeRBRERARL(ZF Their total emoluments together with the remaining
T—F:—f) AN one (2001: one) individual are as follows:
T
rEE
The Group
—EFT- —ET—F
2002 2001
FHET FHET
HK$'000 HK$'000
FekEMAE Salaries and other emoluments 3,493 3,042
BREFLEEEANDMK The emoluments of the five highest paid individuals
BHEALTHBMEN TR T including directors and employees fall within the
: following ranges:
rEE
The Group
—ET-F —TT—F
2002 2001
Z — 1,000,000/ 7T Nil — HK$1,000,000 4 4
1,000,001/ 7t — 1,500,000/ 7 HK$1,000,001 — HK$ 1,500,000 1 1
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11. |

Durmg the years ended 31 December 2001 and 2002,
no emoluments were paid to the five highest individuals
including directors and employees as inducement to
join or upon joining the Group or as compensation for
loss of office.

EMPLOYMENT RETIREMENT BENEFITS
As stipulated by the relevant rules and regulations in
the PRC, the PRC subsidiaries of the Company are
required to contribute to a state-sponsored retirement
plan for all of their employees based on 20% of the
employee's basic salary. The state-sponsored retirement
plan is responsible for the entire pension obligations
payable to retired employees and the PRC subsidiaries
of the Company have no further obligations for the
actual pension payments or other post-retirement
benefits beyond the annual contributions. For the year
ended 31 December 2002, the retirement plan
contributions amounted to approximately HK$822,000

(2001: HK$2,018,000).

A company in the Group operating in Hong Kong has
participated in the Mandatory Provident Fund Scheme
("MPF"), which is a defined contribution pension
scheme, since 1 December 2000. The Company makes
monthly contributions to the scheme based on 5% of
the employees’ basic salaries. For the year ended 31
December 2002, the Group's contributions to the MPF
were approximately HK$65,000 (2001: HK$61,000).
The assets of the fund are held separately from those
of the Group and are managed by independent
professional fund managers.
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2. 8% 12. TAXATION
rEME

The Group
—EE_F _—TT—F
2002 2001
FHET FHET
HK$'000 HK$'000

REREN Enterprise Income Tax

— BB A A — The PRC subsidiaries 8,593 =

ARAKENENITERBE
£ RAUBRBBNGHS R
o

BNRBIHEACBEFBEIEER
FHRBEEMER (IRXME
1) e

CEFBHERESTEHER T
O f 5F 1 3R Bk P IR 5 BB o At

1’ e

BRETEEBTE  TEKE QA
EREHEMBENMFEBEENE
HERNFEEMFARZRLHN
CEMEY TEER=-EFEE
L2550 ©

RAFERNE MR T BB QB
REEFFH50% o

BEAFEREAREEAMFBRA &
KEYLBEANRFRELERE

Hong Kong Profits Tax has not been provided for in the
financial statements as the Group did not derive any
assessable profits in Hong Kong.

Tax payable and recoverable comprised PRC VAT and
PRC Enterprise Income Tax (“EIT").

EIT has been provided at the prevailing rates on the
estimated assessable profits applicable to each PRC
subsidiary.

Pursuant to the relevant tax laws in the PRC, subsidiaries
in the PRC are entitled to full exemption from EIT for
two years starting from their first profit-making year,
after offsetting all losses brought forward, followed by
a 50% reduction for the next three years thereafter.

During the year, two PRC subsidiaries are entitled to a
50% reduction of EIT.

The Group did not have any significant unprovided
deferred taxation for the year or at the balance sheet
date.
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13.

14.

BE 13. DIVIDENDS -~
—ET_F _TET—F
2002 2001
FHET FHET
HK$'000 HK$'000
B e ERR S FR0.01B T Interim dividend paid: HK$0.01

(ZZZT—% : 002%87T) (2001: HK$0.02) per share 8,145 16,289

BRERENRAREER0.01ET Proposed final dividend: HK$0.01
(ZZZT—% : 002%87T) (2001: HK$0.02) per share 8,144 16,289
16,289 32,578

ska®

BREAREEANDIREAEE
ZARFEERAFEAS H£41,032,000

14. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per

share is based on the Group's net profit for the year of

BT(ZEZE—F:

142,214,000
L) BRATEIER B

following data:

HK$41,032,000 (2001:

HK$142,214,000) and the

—EE_F " TT—F
2002 2001
AU ESRER Weighted average number of
2 1 E A ordinary shares for the purposes
DN 55 8 of basic earnings per share 814,453,059 744,432,000
WEREARE Deemed issue of ordinary shares
i 21T R R at no consideration - 9,851,000
I AE tﬂﬁiﬁ/ Weighted average number of
2 B 5E A ordinary shares for the purposes
DN 55 8 of diluted earnings per share 814,453,059 754,283,000
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15. 1%  BERZHEBARER 15. PROPERTY, PLANT AND EQUIPMENT AND
s CONSTRUCTION-IN-PROGRESS
& The Group
BER BOZRE
EY | R%E
Machinery Office RE RBIE
BT and  equipment Motor ~ Construction- BE
Buildings  equipment  and fixtures vehicles  in-progress Total
THL THL THL THL THL THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ﬁmjzfaﬁ C0ST OR VALUATION
“3E-%-f-H At 1 January 2002 137725 180,279 2,557 7264 65,273 393,096
NE Additions 13,065 26,201 4140 1,777 69,022 114,205
mERIR Transfer from
#gA construction-in-progress 10,234 106,008 - 148 (116,%90) -
RE/H# Disposals/written off (21,893) (49,045) (1,765) (4.427) (13877)  (91,007)
Bl B4 Deficit on revaluation (1,844) - - - - (1,844
BNE Redlassification - - 33 (333) - -
R-EF-E+-A=+-H At 31 December 2002 137285 263443 5265 4429 4028 414,450
o Comprising;
A At cost 120,078 263,443 5265 4429 4028 397,243
ke At valuation 17,207 - - - - 17207
137285 263,443 5,265 4429 4028 414,450
ZithE ACCUMU LATED
DEPRECIATION
“3E°%F-f —H At 1 January 2002 20,101 40,873 2,201 4619 - 67854
Mgaﬂz Charge for the year 7101 23,7194 875 1,355 - 33,125
RE /M Written back on
a{E disposals/written off (7622) (28,082) (1379) (2,662) - (39,745)
BNE Redlassification 626 1,892 (862) (1,65) - -
R-EF-E+-A=+-H At 31 December 2002 20,206 38477 835 1716 - 61,34
ﬂﬁﬁgﬁ NET BOOK VALUE
“ZE-E+-F=1-H At 31 December 2002 117079 24,966 4430 2713 4028 353,216
R-SE-E+-A=+-H At 3] December 2001 117622 139,406 56 2,585 65,273 325,242

FABT

BRI FE -

All the buildings are located in the PRC.
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15. ME - -BERREURER
@
AREBREEEFHRB I EGERM
B H (B8 BRATR _ZEE

FT=A=1— Eiﬁ’&?ﬂﬁ@ﬁ%

RETER BHELEZEH

1,844 0008 T (ZEZE—F : &)

RiBz R P RR

REEGREXE  AKBEEMME

98 B BT B P AR S A R AL X R B Y

BFERMmZES £74,410,000% 7T

MEEL  MREERABRARKRLE

Mz EFHERBREELT °

R REERERA AKREN

BFREFEBRTERERNENHL

HEREREERE £3,712,0008

15. PROPERTY, PLANT AND EQUIPMENT AND
Certain bU||d1ngs of the Group were revalued at 31
December 2002 on an open market value basis by
Vigers Hong Kong Ltd., an independent professional
valuer. The deficit arising on revaluation of
HK$1,844,000 (2001: Nil) has been charged to the
income statement.

At the balance sheet date, the Group was in the process
of applying to the relevant government authorities for
the Building Ownership Certificates in respect of
buildings located in the PRC at an aggregate net book
value of HK$74,410,000. Subsequent to the balance
sheet date, all of the Building Ownership Certificates
were issued to the Group.

In addition, at the balance sheet date, capitalised lease
charges amounted to HK$3,712,000 in respect of land
use right were included in the net book value of

TG © buildings of the Group.
b THE COMPANY
MAERBREE
Office equipment
and fixtures
FHET
HK$'000
A COST
R_EE—_F—HF—H At 1 January 2002 220
=S Additions 246
BE M Disposals/written off (9N
R_FF_F+_-_H=+—~H At 31 December 2002 375
REtiE ACCUMULATED DEPRECIATION
RZZEZE-_F—H—H At 1 January 2002 70
RNEZFHR Charge for the year 85
BE MiEEmE Written back on disposals/written off (36)
RZBE_F+_H=+—H At 31 December 2002 119
REZEE NET BOOK VALUE
R-BE_F+_-_HA=+—H At 31 December 2002 256
R-BE—F+_HA=+—H At 31 December 2001 150
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b NN

The Company
—EE-F  ZEET—F
2002 2001
FAET FAET
HK$'000 HK$'000
JEETMIRE - KAE Unlisted shares, at cost 151,707 151,707
R I NEI ] Amounts due from subsidiaries 479,733 455,198
631,440 606,905

FEUL I B X R SRR = IR - A
AT FS RO B £ B E B S

EERARSHBLARANEREE
TEREEABRMNKEE -

The amounts due from subsidiaries are unsecured, non-
interest bearing and have no fixed terms of repayment.

The directors are of the opinion that the underlying
value of the subsidiaries is not less than their respective

carrying amounts at the balance sheet date.

RZZEE-_F+_A=+—HBAR Details of the Company’s principal subsidiaries as at 31
ANEEMBRAFENT : December 2002 are as follows:
ADAEEESR/
ARAEL/ BERAR ERERREE AL
EE HERAS iRk MEBRE  Effective percentage
Place and date EHRELR Issued and of equity interests/ IEXE
WEARER of incorporation/ Registered and ~ fully paid voting rights held Principal
Name of subsidiary operations fully paid capital capital by the Company activities
% 3
Directly ~ Indirectly
R ERERAA ABRLES - %7 100% - REZK
“MNETZAZH
Lee Shing Holdings Limited British Virgin Islands US$20 Investment holding
3 December 1998
EHERES (L) R 200,000% 7T - 100% - g%
BRAF “ZTTE-A1RA
Wellfire (Shanghai) The PRC
Company Limited 24 February 2000 15$200,000 Trading
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ADAEEESR/
ARAL/ BRAR ERERREE AL
EE HERAH ik MRRE  Effective percentage
Place and date EHRELR  Issued and of equity interests/ IEXE
WEARER of incorporation/ Registered and ~ fully paid voting rights held Principal
Name of subsidiary operations fully paid capital capital by the Company activities
% B
Directly  Indirectly
EEFREMRBL R 15,660, 000% 7T - - %%  RERHERIER
BRAH “ANZELATEA
Yixing Xinwei Leeshing The PRC US§15,660,000 Manufacture and sale
Rare Earth Company Limited 17 July 1993 of rare earth
products
LR G H A A Bt P 17,000,000% - - 100%  RERHEMAER
ERAA “AMNEEAZTH
Yixing Xinwei Leeshing The PRC US§17,000,000 Manufacture and sale
Refractory Materials 30 July 1999 of refractory products
Company Limited
EHHFARAMH R 8,520,000% 7T - - 100%  REREEWLER
BB (Hita) ZEE-E+ZAZ+H
Wuxi Xinwei Fluorescent The PRC 1S$8,520,000 Manufacture and sale
Materials Company 20 December 2001 of fluorescent products
Limited (Note a)
TERtE5 B - BT - 100% g5
ERAA ZE2E-FZRTRA
China Rare Earth Hong Kong HK$2 Trading
Trading Limited 16 February 2001
@) REEBEXRRA  LERREY (@) At the balance sheet date, there was registered

RIEAME AR E 3,480,000 capital of US$3,480,000 not yet paid up by the

XL PEBRRNEEZNEZ

minority shareholder. The director of the minority

MEARMES -

shareholder is also a director of the subsidiary.
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18.

IR FEET R/ FE 4 520,942,000

BIL(ZEFEZ—F : 10,599,000
JT) °©
AR H b FE U X

$$I %T%%ﬁiﬂ TEN
THNFHEES -

EEEELBTREPNVREN
REBENRRE ML EREMmRE
ﬁkf CFMERFPHREFEER

REEGIAEESARKE
*Z/’E@ZL—H/XE REE - HRABE
EERBNEPETRZIEURE
BT BERBREEROHAEKE
o UBEREWK -

18.

P - I R = W= T E TN ==L
Forthe year ended 3 T December 2002 (ATOUTTtS EXPIESSEd 1T HOMg Kong doitars)
wE 17 INVENTORIES
rEE
The Group
—EE-F ZEETF
2002 2001
FH T FH T
HK$'000 HK$'000
R Raw materials 43,864 49,244
8 Work in progress 51,485 60,004
X fh Finished goods 105,483 64,984
200,832 174,232
W FEEE Less: Provision for inventories (13,801) (8,693)
187031 165,539
REEBBERA FETBEITE At the balance sheet date, approximately

HK$20,942,000 (2001: HK$10,599,000) of the
inventories of the Group were carried at net realisable
value.

ACCOUNTS AND OTHER RECEIVABLES

The Group allows an average credit period of 30 to 90
days to its trade customers.

Credit is offered to customers following an assessment
of their financial abilities and payment track record.
Credit limits are set for all customers and these can be
exceeded only with the approval of senior officers of
the Group. Business with customers considered to have
credit risk is conducted on a cash basis. Professional
staff monitor overdue accounts receivable and follow
up collections.
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18. BUWARR R HMEWRK (F) 18.

REERERAE  BRERKEM

ACCOU NTS AND OTHER RECEIVABLES

At the balance sheet date, accounts and other

FEYRE B - receivables comprised:
rEER
The Group
E_F  —_TT—F
2002 2001
FHET FHET
HK$'000 HK$'000
JE 1 BR 3K Accounts receivable 109,036 115,686
H A e IR Other receivables 26,302 15,209
135,338 130,895
B RIBEREME Less: Provision for bad
and doubtful debts (8,529) (12,034)
126,809 118,861

R R 2 R D AT AA T

An ageing analysis of accounts receivable is as follows:

’iluj\ﬁ”ﬂ%z%“”ﬁ’ﬁﬁéﬁfﬁf &

FEAABAR278956,000(—EZ

—F : AR%112,976,000) - AR

BRI EHLEKIIE  HEX

P BEBNEE -

EERFEXEERTRITEREL

ETEREFERROEFERX (M

23) o

~ DEPOSITS

REH

The Group
T —FT—F
2002 2001
FAET FAET
HK$'000 HK$'000
AEBHEAREAA Current to less than 6 months 98,791 103,856
NMEAZE—FRA 6 months to less than 1 year 2,241 2,464
—EWERN 1 to less than 2 years 2,388 1,189
M E A E Over 2 years 5,616 8,177
109,036 115,686

19. IE@ME THEEUAREEM 19. CASH AND BANK BALANCES AND PLEDGED

At 31 December 2002, cash and bank balances of the
Group denominated in Renminbi amounted to
approximately RMB278,956,000 (20071
RMB112,976,000). Renminbi is not freely convertible
into foreign currencies and its exchange rate is
determined by the government of the PRC.

Pledged deposits represent deposits placed with a bank
as security against the issuance of certain letters of
credit (Note 23).
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20 EAEK 20. ACCOUNTS PAYABLE
ERNHRERZREDITMT An ageing analysis of accounts payable is as follows:
rEE
The Group
—ET_F _TT—-F
2002 2001
FAT FAT
HK$'000 HK$'000
AEBHEAREAA Current to less than 6 months 47138 18,371
NEAZE—FR 6 months to less than 1 year 2,602 2,512
—EWERN 1 to less than 2 years 1,486 1,057
ES Over 2 years 149 222
51,375 22,162
2. BA 21. SHARE CAPITAL
AEERERQT
The Group and
the Company
—ET —ET—F
2002 2001
FAT FAT
HK$'000 HK$'000
AT Authorised:
1,000,000,0000% 1,000,000,000 ordinary shares
FRRO10B T B of HK$0.10 each 100,000 100,000
BEEITRHRE Issued and fully paid:
814,453,059 /% 814,453,059 ordinary shares
FBRo0E Tz ERBR of HK$0.10 each 81,445 81,445
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22. @&t 22. RESERVES
& The Group
RtEE HERAR
(it Bk
Share  ERBE  EREE  REBE  bchnge  EiER
premium Capital ~ Statutory Dividend translation  Accumulated aE
(Note a) reserve Teserves Teserve Teserve profits Total
Thn Thn Thn Thn Thn Thn Thn
HK$'000 H$'000 HK$'000 HK$'000 H§'000 HK$'000 HK$'000
RZZF-5-f-H At 1 January 2001 13095 30877 11593 - 3,218 274718 453,34
R ARES Shares issued upon
n&f conversion of
& convertible bonds 31,34 - - - - - 31,34
ﬂﬁm B Shares issued upon
EAROEN exercise of ights
W‘hﬁﬂ 1o subscrbe ordinary shares 6,014 - - - - - 6,014
RER Placement of
& new shares 247200 - - - - - 47200
kRER Share issue expenses (3,031) - - - - - (3.031)
TERRAFE Net proft or the year - - - - - 142214 142,214
BiiR Appropriatons to
] statutory resenes - - 537 - - (15375) -
ERDR Distrbutons during
(3t 13Rd) the year (Note 13 & d) - - - - - (37062)  (31062)
RENELT Tenslation of PRC
fhak subsidiaries'
#s financial statements - - - - 280 - 280
RZEE-E+ZA=t-H  A3I December 2001
R-5%-F-F-A and 1 January 2002
- Ry - & orgnall stated 412485 385 26,968 - 3098 364495 840283
-NEERER - proposed final dvidend
RS HH declared after the
RaAERE balance sheet date - - - (16,269) -
= - & festated 4148 3837 26968 348206 840263
KERRAFE Net proft for the year - - - 41,032 41,03
BiiR Appropriatons to
H statutory resenes - - 14716 (14716) -
Bhzke Dividends set aside
(K313 (Note 13) - - - (16,269) -
BRRE Dividends paid -
-Z33-£X8kE - for 2001 final didend - - - - (16,289)
-ZFECERERE - for 2002 interim dividend - - - - (8145)
RENELT Tenslation of PRC
ek subsidiaries'
#s financial statements - - - - %
W-EE-F+-F=T-8  At30 December 2002 412,485 32831 41,684 358,233 856,980
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2&’&7 The Company
R EE
GED) RERE EE b
Share premium Dividend  Accumulated aE
(Note a) reserve profits Total
TAL TAL TAL TARL
HK$'000 HK$'000 HK$'000 HK$'000
“2%-%—-f—H At 1 January 2001 280,908 = 24,760 305,668
R}%TW &5 Shares issued upon conversion
EGE) of convertible bonds 31,324 = = 31,324
TERBERRN Shares issued upon exercise
A M T of rights to subscribe
&t ordinary shares 6,014 - - 6,014
REH RN Placement of new shares 247220 = = 247220
ETRHER Share issue expenses (3,031) - - (3,031)
AERRNFE Net profit for the year
(B &0 (Note ¢) - - 5,175 5,175
RNED Ik Distributions during the year
(B3 13Rd) (Note 13 & d) - - (37062) (37062)
RZTT-FF+ZA=F—HRK At31 December 2001 and
—2T_5-A-H 1 January 2002
— R%&F 3 (M 5b) - as originally stated (Note b) 562,435 - (7127) 555,308
-REEBRER - proposed final dividend
RREHNES declared after the
REARE balance sheet date - 16,289 (16,289) -
—8E75) (I &b) ~ as restated (Note b) 562,435 16,289 (23,416) 555,308
AERRNFE Net profit for the year
(B & cke) (Note c & e) - - 25,327 25,327
BHZRE (HE13) Dividends set aside (Note 13) - 16,289 (16,289) -
ERRE Dividends paid
-ZZ2Z2-EXBRE — for 2001 final dividend - (16,289) - (16,289)
-ZZT_FEhHRE ~ for 2002 interim dividend - (8,145) - (8,145)
ZEEZFFZA=FT-H At 31 December 2002
(ﬁﬁ ib) (Note b) 562,435 8,144 (14,378) 556,201
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(@ REFEHEERBREAAN

FEFTHR) - B EERAHD

KTARBIRR - EEEES

DIKBBZE @ ARASAR

AEXBAETEMEIHN

&% -

(b) ANRA)Z Ak i e B 48 AR

i B R RAER - R

F_H+_A=+—H A2
&

556,201,000 Tt (Z &2 & —

£ : 555,308,000/ 7T) °

© BREREMBHEMNERFELD

25,327,000 BT (2 F —

£ : 5,175,000 7T) B9 % X -

ERARAAMBEHREARE -

d) FANPKBERVYBFEAE

hREREZORE - REE

AERAREMKEXEZZA

BEXTHER/EE  Eitld

B AFANDIRS °

() BIMERBENRFRNEEY

RZHEAER B AR A H B

RARKRARAREE - RAF

B ZERHFNHERAEEHEE

ERLRMEXEREAA

1,284,000/ 7T B 5t AR A A 7]

B 7N 6 O A F AR o

(a)

(b)

©

(d)

©)

Under the Companies Law (1998 Revision) of the
Cayman Islands, the share premium account is
distributable to the shareholders of the Company
provided that immediately following the date on
which the dividend is proposed to be distributed,
the Company will be in a position to pay off its
debts as they fall due in the ordinary course of
business.

The Company's reserves available for distribution
comprise the share premium account and
accumulated profits. At 31 December 2002, the
reserves of the Company available for distribution
to shareholders amounted to approximately
HK$556,201,000 (2001: HK$555,308,000).

The Group's profit attributable to shareholders
included profit of approximately HK$25,327,000
(2001: HK$5,175,000) which has been dealt with
in the financial statements of the Company.

Distributions during the year include dividends
declared or proposed within the financial year.
Dividends declared or proposed after the balance
sheet date were not recognised as a liability and
accordingly were not included as part of the
distributions during the year.

The tenancy agreements in relation to rented
premises used as the office in Hong Kong were
signed by the subsidiaries of the Company on
behalf of the Company. During the year, the
relevant operating lease charges and building
management fee totalling HK$1,284,000 in respect
of the arrangement were included in the net profit
for the year of the Company.
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24. &I

23. RITHME

RZETZF+ZA=+—H" ' K
SEABRITRLE 427,098,000
T (ZZZ —% : 30,406,000/ JT)
ERESME  -AEBRREAZHE
£ E#) /527,098,000 T (ZEE—
4 1 29,325,000/87C) c ZEHm@E
rA—FETLRERABESERN
MITEMTFRESE —EBER - AT
BELABMEREENEE o

REAEBEER  AREREEN
BRENBBZAENT :

(a) BERBERSARZEET
ZERNELE

23.

24.

BANKING FACILITIES
At 31 December 2002, the Group had banking facilities
of approximately HK$27,098,000 (2001:
HK$30,406,000) for trade finance. Unused facilities as
at the same date amounted to approximately
HK$27,098,000 (2001: HK$29,325,000). The trade
finance facility is secured by a first charge over a time
deposit account held with a bank in an amount not
less than the utilised facility amount. All of the above
facilities bear interest at commercial rates.

COMMITMENTS
At the balance sheet date, the Group had the following
commitments, so far as not provided for in the financial

statements, in respect of:

(a) Capital commitments in respect of acquisition of
equipment and machinery and construction of

buildings:
rEHR

The Group
—ET_F _TET—-F
2002 2001
FHET FHET
HK$'000 HK$'000
EREREETH Authorised and contracted for 6,145 90,303
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24, H&IE ()

(b) MRAET A 84 + 3 8 4T

SHERBEAFTANNKE

24. COMMITMENTS (Continued)

(b) Operating lease commitments for future minimum

lease payments under non-cancellable operating

HeRBAZNT : leases in respect of land and buildings which fall
due as follows:
rEE

The Group
2T -F ZTT—F
2002 2001
FHET FHET
HK$'000 HK$'000
—F RN Within one year 1,959 1,514

F_EZFRF In the second to

(BIEEEMSF) fifth year inclusive 3,857 4,718
A F1& Over five years 12,006 12,538
17,822 18,770

25. BIRERTE

BEARABERR—-AAAFETA

THBRHENRARBAREE -

EEEAR-NANNFETATER

Et+EARNBERAAREZEBEER

HREERENRS XS BRE

] AR 95 8 AR 4 5T 8 A AT B RO R R R

RHRBRARBNRGD - KFEE

N EREEABRERRL -

25. SHARE OPTION SCHEME

Under the Company’s share option scheme approved
by the shareholders of the Company on 14 October

1999, the directors may at their discretion, within a

period of ten years from 14 October 1999, make offers

to full time employees of the Group to take up options

to subscribe for shares of the Company subject to the

terms and conditions stipulated. No options were

granted during the year.
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26. EBEALRSB 26. RELATED PARTY TRANSACTIONS —

(a) PN (FE ) BAESE A °] FRIEFF (a) Particulars of amounts due from/(to) related
BEATE companies are as follows:

AEE The Group
k> Juk 3 “2%-F
2002 2001

KER KER

RE%E RE%HE

BRAGER Ek Eff 5RtE Ek Eff 5RtE

Maximum Maximum

amount amount

owed to owed to

the Group the Group

Name of related company Due from Due to during the year Due from Due to during the year

TER TER TER TER TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RERAMBE (W) (Note () - - - - (68) -

EENRBLIMRERAA (HiE() (Note () - - - - (1,788) -

FRREIEARAR (M) (Note () - - 1,463 1,463 - 1568

ESRDRRHEARAF (M3H0) (Note () - (17) - - - -

ESRERABARRAA (MiH0) (Note () - (88) - - - -

- (105) 1,463 (1,856)

W (FET) B A Rk B R K The amounts due from/(to) related companies are

ey NEAMEHKRERETEER unsecured, non-interest bearing and have no fixed

H o terms of repayment.

() BRENBE TR ETHREL (i) Jiang Quanlong or Qian Yuanying or their close
ERREBERER - relatives have beneficial interests in these

companies.
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0]

b) RAFEE  AEBEETATH

B

(i) A= @3 @A

AEBEEATNEMRE
mMEAERFTHREEFR
AR (B EETEEER
A)ME N REYELHEE
EmiOZEF NN
5 EEFBEEEARA
AlA—HPBRBERME -
M REHEAEI% ' B
IMO%HEREZ THEA
(ZEZE—F - ABTHYZ
HHEH95% ° 1M % IN5%H
BRERS)  cBRENTR
ZEENEEREK - BB
P2 HEmMERE R E O
€4 519,122,000 T
(ZZTZE—F : 35,142,000
BT c HEFBEEEER
REIMBEARRRNNEB
REIEEMBEANKE LA
PR A A K500 25 ©

(i) RNEEBEX49204,000%

T (ZEZ—F : 204,000
BT) S T RE -

Xinwei
(Australia) Pty. Limited (Ff}

R /& O
%EWEW°

(v) AEECREHZE A

BMEBRARLEELN A
239,000 T E M@ °

(v) REEEX{T4806,000%

THEE TEHZTRR
FMEBRAR -

(b) During the year, the Group entered into the
following related party transactions:

(i) The Group arranged export sales of its products

outside the PRC using the export quota of B
FH B E B AR A A (formerly known as B
B3 F £ B A 7)) at no consideration. H £
MBS BEAER D AIs a PRC domestic
enterprise 90% owned by Jiang Quanlong and
10% owned by a son of Jiang Quanlong
(2001: 95% owned by a brother of Qian
Yuanying and 5% owned by Jiang Quanlong).
Jiang Quanlong is also the legal representative
of the enterprise. Export sales handled through
this arrangement amounted to approximately
HK$19,122,000 (2001: HK$35,142,000). &
58 37 5 & B A IR A Flalso holds a 5% equity
interests in Yixing Xinwei Leeshing Rare Earth
Company Limited, a subsidiary of the
Company.

(i) The Group paid rent of approximately

HK$204,000 (2001: HK$204,000) to Jiang
Quanlong.

(iii) The Group purchased goods of approximately

HK$750,000 from Xinwei (Australia) Pty.
Limited (note a(i)).

(iv) The Group sold goods of approximately

HK$239,000 to & #52 = R fEE G R A Al.

(v) The Group paid rent of approximately

HK$806,000 to ££352 oo = R E G R A Al
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26. MMATRZ(E) 26. RELATED PARTY TRANSACTIONS (Continued)
() ENESHEFHBNOT : (c) Particulars of amounts due to directors are as
follows:
rEH AT
The Group The Company
—EE_F _TT—F _TT_F _TT—F
2002 2001 2002 2001

TR TR TR TR

HK$'000 HK$'000 HK$'000 HK$'000

CESo- Jiang Quanlong 3,124 13,271 3,009 456
2 IV Qian Yuanying 602 337 1,203 575
BRE Fan Yajun 411 298 635 483

4,137 13,906 4,847 1,514
ENESEFESERKRLN - N5 F The amounts due to directors are unsecured, non-
BHREEEERD - interest bearing and have no fixed terms of repayment.
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