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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 sales 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,

the following Hong Kong Financial Reporting Standard
("HKFRS") issued by the Hong Kong Society of Accountants
("HKSA"), the term of HKFRS is inclusive of Statements of
Standard Accounting Practice (“SSAP") and Interpretations
approved by the HKSA:

Income taxes

In the current year, the Group has adopted, SSAP 12 (Revised)
“Income Taxes". The principal effect of the implementation of
SSAP 12 (Revised) is in relation to deferred tax. In previous
years, partial provision was made for deferred tax using the
income statement liability method, i.e. a liability was
recognised in respect of timing differences arising, except
where those timing differences were not expected to reverse
in the foreseeable future. SSAP 12 (Revised) requires the
adoption of a balance sheet liability method, whereby deferred
tax is recognised in respect of all temporary differences
between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in
the computation of taxable profit, with limited exceptions. In
the absence of any specific transitional requirements in SSAP
12 (Revised), the new accounting policy has been applied
retrospectively. The adoption of this SSAP had no material
effect on the results for the current or prior accounting years.

Accordingly, no prior year adjustment has been required.
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For the year ended 31 December 2003

3. 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.

(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.
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3.

(b) Property, plant and equipment (Continued)

Any revaluation increase arising from 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 from
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%

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.
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For the year ended 31 December 2003

Constructlon—ln-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.

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

average method.

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.

Accounts and other receivables
Accounts and other receivables are stated at cost, after

provision for bad and doubtful debts.

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

relevant lease terms.

Revenue recognition
(1) Sales of goods
Sales of goods are recognised when goods are

delivered and title has passed to the customers.

(if) Interest income
Interest income is accrued on a time basis, by
reference to the principal outstanding and at the

interest rate applicable.
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Income tax expense represents the sum of the tax

currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from net profit as reported
in the income statement because it excludes items of
income or expense that are taxable or deductible in
other years and it further excludes income statement

items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying amount
of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the
temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the

accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising from investments in
subsidiaries and associates, except where the Group is
able to control the reversal of the temporary difference
and it is probable that the temporary difference will not

reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be

recovered.
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(m)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are
expected to apply in the year when the liability is settled
or the asset is realised. Deferred tax is charged or
credited to the income statement, except when it relates
to items charged or credited directly to equity, in which

case the deferred tax is also dealt with in equity.

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").

Retirement benefit costs
Payments to the state-sponsored retirement benefit plan

are charged as expenses as they fall due.

Foreign currencies

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.
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(n) Segment reportlng

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.

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.
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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 sales of rare earth

products including fluorescent products

Refractory : The manufacture and sales of refractory

products
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4.. SEGMENT INFORMATION (Continued)

(a) Business segments (Continued)

it fit X ag
Rare Earth Refractory Total
“Z2Z-F -—Z2T-F -—ZT-F -—ZTT-F -—ZTT-F -—ZTT_F
2003 2002 2003 2002 2003 2002
TAT TAT TAT TAT TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
E Turnover 08281 206,127 248796 261536 457077 467,663
ES RESULTS
PEXE Segment results 16,305 10,439 66,817 73,006 83,12 83,445
RABELEER Unallocated corporate expenses (11,268)  (10,904)
FEWA Interest income 3,414 4,438
mERF Profit from operations 75,268 76,979
B Finance costs (97) -
Efif A/ (BEF)FHE  Other income/(expenses), net 1,114 (28,064)
] Taxation (9,246)  (8,593)
SHREES Minority interests (461) 710
AERRTFE Net profit for the year 66,578 41,032
Hth&H OTHER INFORMATION
PEAE Segment assets 611500 586816 475734 423653 108723 1,010,469
RPBELEEE Unallocated corporate assets 3,842 18,581
BELE Total assets 1,091,076 1,029,050
PEERE Segment liabilities 41,933 33,757 33,822 38,965 75,755 72,722
RPOBECEEE Unallocated corporate liabilities 2,642 2,544
BEBE Total liabilities 78,397 75,266
EREENEAY Capital expenditure incurred
i during the year 63,677 47919 11,038 66,040
& Depreciation 20,693 21,085 15,152 11,955
RENMER S Non-cash expenses other than
i depreciation 318 42,613 - 10,707

0

f
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SEGMENT INFORMATION (Continued)

(b) Geographical segments

The Group's activities are conducted predominantly in

BUM R EBIHEAT - @S e the PRC, Japan, Europe and the United States of America.
EHEOWMWT ¢ An analysis of turnover by geographical segment is as
follows:
REmH 2 EEH
Turnover by
geographical market
—EE=F ——

2003 2002
FAET FAET
HK$'000 HK$'000
H The PRC 315,022 353,965
AR Japan 94,393 77332
BN Europe 43,082 25,672
EH The United States of America 1,330 7329
Hh Others 3,250 3,365
457,077 467,663

AEEBBAENINTHNDREE

Over 90% of segment assets of the Group are located

I > 007 1¥0d3y TYNNNY

ERLRFE o in the PRC.
BXRE .. TURNOVER .
rEE
The Group

—ET=F —ET_F
2003 2002
FAT FAET
HK$'000 HK$'000

Wt Em - Sales of rare earth products,

it KZE i K% refractory products and

HREMEE fluorescent products 457,077 467,663
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mERFE MR (GEA) TIE A

MEBWA 6. INTEREST INCOME .
rEE
The Group

—ET=F —ET_F

2003 2002

FAET FAT

HK$'000 HK$'000

RITE RN B A Interest income on bank deposits 3,414 4,438
ReEaF 7. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging/

(crediting):
rEE
The Group

—ET =4 —ET_F

2003 2002

FHT FHT

HK$'000 HK$'000

1% S 6N B & Auditors’ remuneration 1,200 1,950
FERKMTEEET Cost of inventories excluding staff costs,

ﬁ$ CWE - HER depreciation on property, plant and
e FEBRER equipment, provision for inventories and

T? Hss) written off of inventories 299,752 301,388
Mm% - BE K Depreciation on property,

mEE plant and equipment 35,929 33,125
EINA(TREES Staff costs excluding directors’

e (BiEE 9)) emoluments (Note 9) 15,010 13,103
HNEE BE K, B 15 % 78 Exchange loss, net 39 142
FE#RE Provision for inventories 30 5,108
T & Written off of inventories 56 16,574
EMAMEzREHRE Operating lease charges on

F rented premises

= — third parties 1,622 1,663

- BEAL — related parties

(Fff 5E25(b) (ii)&(iv)) (Note 25(b)(ii) & (iv)) 1,145 1,010
BREWE  BER Loss/(gain) on disposal of property,

BB EER (RaE) plant and equipment 42 (831)
1 0] fE AR R % Written back of provision for bad and

HL A 8 W2 R B doubtful debts on accounts and

REBHREE other receivables - (3,505)
JRE L2 B R % L At e Provision for bad and doubtful debts on

Wk i) R BR B accounts and other receivables 160 -
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8. MBMEA ... 8. FINANCE COSTS . . . . . . .. . ..
rEE
The Group
—ET=F —ET_F
2003 2002
FAET FAET
HK$'000 HK$'000
& EER S X Interest expenses on discounted bills 97 -
°o. EEMe 9. DIRECTORS’ EMOLUMENTS
(@) BEEBSARKEAFEI611ER LT (a) Details of directors’ emoluments pursuant to Section
RAMBEMRENEEH S 0 161 of the Hong Kong Companies Ordinance and the
T ¢ provisions of the Listing Rules are as follows:
rEE
The Group
—ET=F —ET_F
2003 2002
FAET FAET
HK$'000 HK$'000
FMITES Non-executive directors
- - Fees 92 83
WITESE Executive directors
— e KEM — Salaries and allowance 2,711 2,843
2,803 2,926
RESEANHEMEHESTOES The emoluments of the directors analysed by the number
MemT - of directors and emolument ranges are as follows:
rEE
The Group
—ET=F —ET_F
2003 2002
Z — 1,000,000/ 7T Nil — HK$1,000,000 6 5
1,000,0015% 7t — 1,500,000/ 7t HK$1,000,001 — HK$1,500,000 1 1
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o. EBMEM®) 9. DIRECTORS' EMOLUMENTS (Continued)
b)) AissHATRENMNG (ZTF (b) Of the five highest paid individuals of the Group, four
—F Pﬂfﬁ)i%' RER e = (2002: four) are directors of the Company whose
BEREXHFEGQ) - BENMER emoluments are included in Note (a) above. Their total
FHERESR - (ZTT_F: — emoluments together with the remaining one (2002:
) ATHBS&mT - one) individual are as follows:
rEE
The Group
—ET=F —ET_F
2003 2002
FAT FAT
HK$'000 HK$'000
FekEMe Salaries and other emoluments 3,130 3,493
BREEEREEEAN RS H The emoluments of the five highest paid individuals
ATHHENFR T &EE : including directors and employees fall within the following
ranges:
rEE
The Group
—ET=F —ET_F
2003 2002
— 1,000,000 7T Nil — HK$ 1,000,000 4 4
1,000,001 7t — 1,500,000% 7t HK$1,000,001 — HK$1,500,000 1 1
RBZE_ZZ_ER_FTT=F1 During the years ended 31 December 2002 and 2003,
“A=T—BLEFERN  FTEEW no emoluments were paid to the five highest individuals
ER AR HEAT (BEEER including directors and employees as inducement to join
EE)INAEMME - EREEE or upon joining the Group or as compensation for loss
AR SR AN 7S 5 (38 B ) R B ol of office.
BEEE -
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NOTES TO THE FINANCIAL STATEMENTS

- BE

—EE=F+ - A=+—HIEE

For the year ended 31 December 2003

1.

B A B R B R GBI ARTE - AR A
HMABENERAREAEZEEREREE
BARGFEES HRAERAEEEHH
200% ° fE BRI M AEE 2 HE %R
KABEEINR - FEMBARRE
FHZN - BEAIAEERERS - N E
BEERENERARERH -BEKR=F
Z=F+-_A=+—BLFE ' Bkt
I HREEX A51,932,0008 L (ZFF =
4 : 2,053,000/ 7T) o

AEBET - EABEENRAIE=F
TZEF+-_A—BRBRESLEBHMEATE
SErE ([2ER]) - Zet B REEE X
BReE - ZAREAKEBKRE 5%
RZEER - BE_TT=F1+_A
=ST—HIEFE AEEMBESER
#) 66,0007 (ZZT T =4 : 65,000/
JT) c BEREMEEAAEENEEDH
FE THBVEXESKEER -

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 2003, the retirement plan
contributions amounted to approximately HK$1,932,000
(2002: HK$2,053,000).

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 2003, the Group's
contributions to the MPF were approximately HK$66,000
(2002: HK$65,000). The assets of the fund are held
separately from those of the Group and are managed by

independent professional fund managers.

i 1. TAXATION
rEE
The Group
—ET=F —ET_F
2003 2002
FHT FHT
HK$'000 HK$'000
REMSH Enterprise Income Tax
— B8 A Al — The PRC subsidiaries 9,246 8,593
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NOTES TO THE FINANCIAL STATEMENTS

1,

BIE ()

HRAEENEMG I IERBEL - &
U ERBFBNSHAHREAE

R RBRFMIELD G HETBEIEER &P
B EMEH ([EEMBHI) °

CEMEHERESHEME D A
JE%Mmﬂ&ﬁ@ﬁ ﬁko

BRETEBABE  TEKEQREL
BEMAENNFEBRENEERNEF
EEMFARZRRCANECEMREH
I H 1R = (85 2 R A 50% ©

RAFERNE-—RTEHBLREE —F
HReBNCEMSEHEMRTEMER
RER2E — FEEMBN50% e

BHE-_ZZ=6+-_A=+—-BIFE L

For the year ended 31 December 2003

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, one PRC subsidiary is entitled to full
exemption from EIT in the second year and two PRC
subsidiaries are entitled to 50% reduction of EIT in the second

year.

_éli 4 £00C 1¥0d3d TVNANNV



I > 007 1¥0d3y TYNNNY

i

NOTES TO THE FINANCIAL STATEMENTS

e JBE-FE=F+-_A=t+—ALEE
For the year ended 31 December 2003

11. TAXATION (Continued)

The taxation for the year can be reconciled to the profit per

R the consolidated income statement as follows:
—ET=F —EETF
2003 2002
FET FET
HK$'000 HK$'000
B % Al A1 Profit before taxation 76,285 48,915
LB A RS E 24% Tax at the domestic income
STEBIIA tax rate of 24%
(BT =& : 24%) (2002: 249%) 18,492 17185
BB ERNTE Effect of tax relief (9,246) (8,592)
RNEEHIEA Taxation for the year 9,246 8,593

HREBEEANEREZRE  EPBRE
IR ERIEE TR IR B -

12. BE

No provision for deferred taxation has been recognised in

the financial statements as there are no significant temporary

differences.

................. 12 DIVIDENDS
—ET=F —ET_F
2003 2002
FET TR
HK$'000 HK$'000
ENMFHREEHR - & Interim dividend paid: HK$Nil

(ZZZT=F : 001%T) (2002: HK$0.01) per share ~ 8,145

ERRENRAKREZARR0.028TT  Proposed final dividend: HK$0.02
(ZZZZF : 0.01/87T) (2002: HK$0.01) per share 19,739 8,144
19,739 16,289




13,

BREF

FREXRBF THRIEARFEE 5 FEL
66,578,000 t (=TT = & :
41,032,000 7T) RAF A B BT EBR
H) D4 T £149814,453,0000% (ZTZT =
4 : 814,453,0000%) :t & -

MRE—ZTE=F+_A=+—RAfX

TTENBRELEHESRANEREAXR
MBEYE BMUESKREFIRNRK
B o

B % ¥R AR MR

NOTES TO THE FINANCIAL STATEMENTS

BE-_TE=5+t-A=t-ALEE L~
For the year ended 31 December 2003

13. EARNINGS PER SHARE =~~~ . .
Basic earnings per share was calculated based on the net
profit for the year of approximately HK$66,578,000 (2002:
HK$41,032,000) and weighted average number of ordinary
shares of approximately 814,453,000 (2002: 814,453,000)

in issue during the year.

No diluted earnings per share was shown as the share options
outstanding as at 31 December 2003 did not have material

dilutive effect on the earnings per share.
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For the year ended 31 December 2003

'@ g 78 W & M =

14. Y% - BERERBUR 14. PROPERTY, PLANT AND EQUIPMENT AND
wRI® CONSTRUCTION-IN-PROGRESS
rEH The Group

BER BAZERE
BF R R&E RE  EEIE ag
Office
Machinery  equipment
and and Motor Construction-
Buildings  equipment fixtures vehicles  in-progress Total

TARL TARL TR TARL TARL TARL
HK$'000  HK$000 ~ HK$'000  HK$'000  HK$'000  HK$'000

BASME (ST OR VALUATION
R-2Z=4—-A—-H At 1 January 2003 137285 263,443 5,265 4,429 4,028 414,450
AE Additions 1,476 4919 143 - 68,209 74,741
HERIE Transfer from construction-

EA in-progress 370 6,210 = - (6,580) -
RE /M Disposals/written off - - (53) - (94) (147)
ENE Reclassification - - (333) 333 - -

“22=64+-A=+-B At 31 December 2003 139,131 274572 5,022 4762 65563 489,050

B Comprising:
N At cost 121,924 274572 5,022 4762 65,563 471,843
&M@ At valuation 17207 - - - - 17207
139,131 274572 5,022 4762 65,563 489,050
igﬁﬁé ACCUMULATED DEPRECIATION
WZZT=%4-F —H At 1 January 2003 20,206 38,471 835 1,716 - 61,234
REFHRE Charge for the year 6,899 27,093 998 939 - 35929
RE/ Written back on

B disposals/written off - - (1) - - (1)
EpE Reclassification - - (91) 91 - -

“ET=F+-FA=F+—H  At31 December 2003 27105 65,570 1731 2,746 - 97152

Qﬁﬁgfﬁ NET BOOK VALUE
R-ZEE=F+-A=1-H At 31 December 2003 112,026 209,002 3,291 2,016 65,563 391,898
“EZ-4+-A=t-H At 31 December 2002 117,079 224,966 4430 2,713 4,028 353,216
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BHE_TZT=F+_A=+—HLEFEL
For the year ended 31 December 2003

14. Y% BERZHEUAR 14. PROPERTY, PLANT AND EQUIPMENT AND
sRIRGE) CONSTRUCTION-IN-PROGRESS (Continued)
FTEEFIERHE - All the buildings are located in the PRC.

REEABRE  AEENEFTREF At the balance sheet date, capitalised lease charges amounted
BEEETEERNMEO L HMFERAEEES to HK$3,516,000 (2002: HK$3,712,000) in respect of land
A& #£35160008 T (Z2F 4 : use right were included in the net book value of buildings of
3,712,000 7T) ° the Group.
NN The Company
WAERE
R#EEB
Office
equipment

and fixtures

FAET
HK$'000
%N COST
RZZTE=F—HA—H At 1 January 2003 375
NE Additions 32
BE A Disposals/written off (53)
RZZEZE=F+-_A=+—8H At 31 December 2003 354
Rt E ACCUMU LATED DEPRECIATION
RZZTE=F—HA—H At 1 January 2003 119
REEZHR Charge for the year 84
BEHisH Ao Written back on disposals/written off )
R_BE=F+-_A=+—H At 31 December 2003 192
IRE2E NET BOOK VALUE
R_BE=F+-_A=+—H At 31 December 2003 162
R_BR_F+_A=+—"H At 31 December 2002 256
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e JBE-FE=F+-_A=t+—ALEE
For the year ended 31 December 2003

15. MEARR=m 15. INTERESTS IN SUBSIDIARIES
AT
The Company

—ET=4F —ET_F
2003 2002
FAT FAT
HK$'000 HK$'000
FETRE  AAE Unlisted shares, at cost 151,707 151,707
NG Amounts due from subsidiaries 489,143 479733
640,850 631,440
FEM P B A R ZE R BT - TNEFI S The amounts due from subsidiaries are unsecured, non-

N A [ R AR o interest bearing and have no fixed terms of repayment.
EERAZENBRANEREENE The directors are of the opinion that the underlying value of
REEBBXRNKREE - the subsidiaries is not less than their respective carrying

amounts at the balance sheet date.
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BE_TT=F+-_A=+-HLEFEL
For the year ended 31 December 2003

Detalls of the Companys prlnC|pal subsidiaries as at 31

December 2003 are as follows:

EMARL i & BEITR KAREGER
WEAR AR BEZHHARAH BHRER BERA ERERRABAL TEXR
Effective percentage of
Place and date Registered Issued equity interests/voting
Name of of incorporation/ and fully and fully rights held by Principal
subsidiary operations paid capital  paid capital the Company activities
E# &
Directly Indirectly
MEKERER R A RBRAHS - 205 7T 100% - REER
—AMANE+ZA=H
Lee Shing Holdings British Virgin Islands US$20 Investment
Limited 3 December 1998 holding
ERERES (L) PE 200,000% T - 100% - E%
BRAE ZZTTF-AZ1MA
Wellfire (Shanghai) The PRC US$200,000 Trading
Company Limited 24 February 2000
HEH AR L i 15,660,000% 7T - - 95%  RELEHE
BRAAE “AMN=F+A++H HmTEm
Yixing Xinwei Leeshing The PRC US$15,660,000 Manufacture
Rare Earth Company 17 July 1993 and sales of
Limited rare earth
products
EREFRMKBASH & 17,000,000% 7T - - 100%  RERHEE
BRATE —AMANELA=1H it X EE i
Yixing Xinwei Leeshing The PRC US$17,000,000 Manufacture
Refractory Materials 30 July 1999 and sales of
Company Limited refractory
products
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A HE_ZT=F T _A=ft—RALLFE

For the year ended 31 December 2003

EMmARL 3D BETR RAREGER
WEAREHE EECHERAH BARER BERA EREERRAB AL TEXR
Effective percentage of
Place and date Registered Issued equity interests/voting
Name of of incorporation/ and fully and fully rights held by Principal
subsidiary operations paid capital paid capital the Company activities
E# &
Directly Indirectly
EHHIAKIH i 8,520,000% 7T - - 100%  RELHE
BRAH “ER-FF+-AZ1H REER
Wuxi Xinwei Fluorescent The PRC US$8,520,000 Manufacture
Materials Company 20 December 2001 and sales of
Limited fluorescent
products
TERLESERAR  ER - 28T - 100% 8%
ZZZ-5-At+,A
China Rare Earth Hong Kong HK$2 Trading

Trading Limited

16 February 2001
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17.
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NOTES TO THE FINANCIAL STATEMENTS

BHE_TZT=F+_A=+—HLEFEL
For the year ended 31 December 2003

BE 6. INVENTORIES . .. ...
rEE

The Group
—ET =4 —ET_F
2003 2002
FAET FAT
HK$'000 HK$'000
JR #1 % Raw materials 43251 43,864
fE & Work in progress 66,528 51,485
E X fh Finished goods 108,351 105,483
218,130 200,832
o FEEE Less: Provision for inventories (13,831) (13,801)
204,299 187,031

REEREXRB  BETEENERF
BEHRNFEXA17,828,0008 7T (==
T 4 : 20,942,000/ 7T) o

KB 2K R LA

rEER Yr,\%%)éii’] ‘l—ijl-i—El
WYBEES -

oiF
m

]@\D\%HW

BRBATERFNVHE IRE
miﬁﬁﬁ&ﬁﬁ%ﬁkh°
HREEERE  MREES
%@%A%&éﬁTutﬂ@
IRAREEERBRNEFPENRS
NERSHET ZEBEERBHEK
A WA ERERK -

]
=)

B

;E‘ﬂ

s I8
t

At the balance sheet date, approximately HK$17,828,000
(2002: HK$20,942,000) of the inventories of the Group were

carried at net realisable value.

17. 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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NOTES TO THE FINANCIAL STATEMENTS

O BECET=FT A=+ BULFE
For the year ended 31 December 2003

REEABRA - BRIRZRE MK

17. ACCOUNTS AND OTHER RECEIVABLES (Continued)

At the balance sheet date, accounts and other receivables

REBHE - comprised:
rEE
The Group
—ET=4F —ET
2003 2002
FHT FHT
HK$'000 HK$'000
JIE 5 BR X Accounts receivable 131,753 109,036
H i & WK Other receivables 15216 26,302
146,969 135,338
B REERBE Less: Provision for bad and doubtful debts (8,689) (8,529)
138,280 126,809

FRRSRZREDMTIAT :

An ageing analysis of accounts receivable is as follows:

rEH

The Group
—ET=4F —ET
2003 2002
FHT FHT
HK$'000 HK$'000
RNEZEREARA Current to less than 6 months 112,556 98,791
~NEAZE—FR 6 months to less than 1 year 9,896 2,241
—EMFR 1 to less than 2 years 4,058 2,388
FESY Over 2 years 5,24% 5,616
131,753 109,036

R-ZTZT=F+=-A=+—H8 £5£H
NARBGEENR e RIBTHEFHNAA
R#262,911,000L (ZTZT=F : AR
#278,956,0007T) - ARBERTAIEMA
H@RNE - HEXAFHABGEE

At 31 December 2003, cash and bank balances of the Group

denominated in Renminbi amounted to approximately
RMB262,911,000 (2002: RMB278,956,000). Renminbi is not

freely convertible into foreign currencies and its exchange

rate is determined by the government of the PRC.
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BHE_TZT=F+_A=+—HLEFEL
For the year ended 31 December 2003

J?%THEEMZEE@A TEZZD"F:

19. ACCOUNTS PAYABLE

An ageing analysis of accounts payable is as follows:

rEH
The Group
—ET=4F —ET
2003 2002
FHET FHET
HK$'000 HK$'000
AEZENEA A Current to less than 6 months 35,439 47,138
~NEAE—FR 6 months to less than 1 year 5,678 2,602
—EMFR 1 to less than 2 years 2,120 1,486
M E Over 2 years 18 149
43,255 51,375
2. BA . 20.SHARECAPTAL
KEBERARDH
The Group and
the Company
—ET=4F —ET
2003 2002
FHET FHET
HK$'000 HK$'000
ETE Authorised:
1,000,000,0004% 1,000,000,000 ordinary shares of
BIR0.10B T2 LB HK$0.10 each 100,000 100,000
BEEITRER Issued and fully paid:
814,453,059 0% 814,453,059 ordinary shares of
BIR0.10B T2 LB HK$0.10 each 81,445 81,445
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O BECET=FT A=+ BULFE
For the year ended 31 December 2003

2. BB 21 RESERVES
& The Group
RHEE PERS
(Wita) EARE  EERE  RERE e Riad L
Share Exchange
premium Capital ~ Statutory  Dividend translation Accumulated
(Note a) reserve reserves reserve reserve profits Total
TAL TAL TAL TAL TAL TAL TAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZE-_F-f-H At 1 January 2002
- R %3l - as originally stated 412,485 3,837 26,968 - 3,498 364,495 840,283
-REERRRAR - proposed final
B fER dvidend declared
AERE after the balance
sheet date - - - 16,289 - (16,289) -
-~ Ej - as restated 412,485 32,837 26,968 16,289 3,498 348,206 840,283
RERRENFR Net profit for the year - - - - - 41,03 41,032
BT Appropriations to
1 statutory resenves - - 14,716 - - (14716) -
B2 RS Dividends set aside
(K12 (Note 12) - - - 16,289 - (16,289) -
ERRS Dividends paid
-Z%%-% ~ for 2001 final
AERE dividend - - - (16,289) - - (16,289)
-Z%%2% — for 2002 interim
R S dividend - - - (8,145) - - (8,145)
mEfERAR Translation of PRC
HHRR subsidiaries' financial
pc] statements - - - - 99 - 99
RZFEZF+ZA=FT—H  At31 December 2002
k=22=4-f-H and 1 January 2003 412,485 32837 41,684 8,144 3597 358,233 856,980
AEERTFE Net profit for the year - - - - - 66,578 66,578
BT Appropriations to
B statutory resenves - - 4,890 - - (4,890) -
Bt RS Dividends set aside
(12 (Note 12) - - - 19,739 - (19,739) -
EN-T2_F Dividends paid for
AR 2002 final dividend - - - (8,144) - - (8,144)
RZZE=F+-FA=F+—H At 31 December 2003 412,485 3,837 46,574 19,739 3,597 400,182 915,414
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BE

—EE=FFTA=+—BIEFE L

For the year ended 31 December 2003

iR (5 - RESERVES (Continued)
NN The Company
% 473 % 8
(Ktzta) RS ®E Rt A BmE
Share
premium Dividend  Accumulated
(Note a) reserve profits Total
FHT FHT FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
R-ZZEZ_F—-H—H At 1 January 2002
—REM5I - as originally stated 562,435 - (7,127) 555,308
-REEERKXAR - proposed final dividend
e =+ declared after the
AEARE balance sheet date - 16,289 (16,289) -
— &5 — as restated 562,435 16,289 (23,416 555,308
REZHMNFHE Net profit for the year
(BfsEckd) (Notes ¢ & d) - - 25,327 25,327
BHzBRE Dividends set aside
(HI%E12) (Note 12) - 16,289 (16,289) -
BARRE Dividends paid
- —TT-FRHKRA — for 2001 final dividend - (16,289) - (16,289)
- T _FhfkA — for 2002 interim dividend - (8,145) - (8,145)
RZZT=_F+= E‘l‘*Ei At 31 December 2002
k—ZET=%—-H—H and 1 January 2003
(KI3Eb) (Note b) 562,435 8,144 (14,378) 556,201
REZHMNFHE Net profit for the year
(KfsEckd) (Notes ¢ & d) - - 7676 7,676
B zBRE Dividends set aside
(K3E12) (Note 12) - 19,739 (19,739) =
BENZZE2_F Dividends paid for
RER B 2002 final dividend - (8,144) - (8,144)
R=ZZT=F+=-A=+—H At31 December 2003
(KI3Eb) (Note b) 562,435 19,739 (26,441) 555,733
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- BE

—ER=FF+-A=+—BItFE

For the year ended 31 December 2003

22, §

VEEE.
(@) REMSEBAADE(—ANNE
BATHR) - B4 % R DR T
ARABE -t EHRE D ERS
2B ADRBUNAE R EKBRE

REMNERIRER

(b) ARBEZAIHDIREEESERGD S
BERRZFEN RZTT=F+
ZA=+—8 ' ARAAEI KL
% B f+% 5 49555,733,0008 7T (=

— 4 : 556,201,000/7T) °

() BEEEMGFEIEL 7,676,000/
T (ZZTE -4 : 25,327,000 TT)

BN - ERARBFBERRAE
I o

(d) BREABERERNTHEMEL
HAOERBADANMNERRRE
RRBIEE] c RAFEE - ZERY
MACEHEBRARMEERE
£ 4£1,258,0008 L (ZE S =4F ¢
1,284,000 & 7T) B 5t ARA R 7] A
REEHMNFE -

EREITHEX 184480008 T (ZEF
—4F : 27,098,000 L) (EAZEFRE o
FBEAREAZEESEL S 18,448,000
BIL(ZTZ = F : 27,098,000 7T) °
ZEIMERN—ETILRERAME
SHEMBITE AT RES — LR o
FiA Ll @B R E MR E -

(a) 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.

(b) The Company's reserves available for distribution
comprise the share premium account and accumulated
profits. At 31 December 2003, the reserves of the
Company available for distribution to shareholders
amounted to approximately HK$555,733,000 (2002:
HK$556,201,000).

(c) The Group's profit attributable to shareholders included
profit of approximately HK$7,676,000 (2002:
HK$25,327000) which has been dealt with in the

financial statements of the Company.

(d) 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$1,258,000
(2002: HK$1,284,000) in respect of the arrangement
were included in the net profit for the year of the

Company.

22. BANKING FACILITIES
At 31 December 2003, the Group had banking facilities of
approximately HK$18,448,000 (2002: HK$27,098,000) for
trade finance. Unused facilities as at the same date amounted
to approximately HK$18,448,000 (2002: HK$27,098,000).
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.
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BHE_TZT=F+_A=+—HLEFEL
For the year ended 31 December 2003

23. 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:

() BERSLRRBULRBEEFTZE (a) Capital commitments in respect of acquisition of
AEHE machinery and equipment and construction of buildings:
rEE
The Group
—ET=F —ET_F
2003 2002
FET FET
HK$'000 HK$'000
EREREFTLH Authorised and contracted for 60,124 46,145

(b) $ETFT\EH§M%'Zii‘@&$§$?§%

(b) Operating lease commitments for future minimum lease

RABAESENNZERESTKIEA payments under non-cancellable operating leases in
ﬁkﬁ%’ﬁﬂ? : respect of land and buildings which fall due as follows:
rEE

The Group
—ET=4F —ET_F
2003 2002
FHT FHT
HK$'000 HK$'000
—FR" Within one year 2,920 1,959
F_ZERF (BEERBWSE)  In the second to fifth year inclusive 3,394 3,857
hF% Over five years 11,452 12,006
17,766 17,822
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2. gAY 24. SHARE OPTION SCHEME
BERARABDRRA—ANANF T A+ H Under the Company’s share option scheme approved by the
BHENRRARERESS - EFg0 shareholders of the Company on 14 October 1999, the
R—ANANFE+ATHBRETFARE directors may at their discretion, within a period of ten years
MASEEBESRDABERENE from 14 October 1999, make offers to full time employees
@ R EBRE AR E RS AT R] of the Group to take up options to subscribe for shares of
AR R E GG RERARNRG - B the Company subject to the terms and conditions stipulated.
T F R ARA E R AR No options were granted in 2002. Particulars of the share
o RAFEARE RER 2 BRER options granted and lapsed during the year and outstanding
RZEZE=F+_A=+T—HHKRT®E as at 31 December 2003 are as follows:

ZHERBEFBOT
ARTROBE
Number of
shares issuable
R-_ZEE=F—HA—H Balance at 1 January 2003 =
A E A& Granted during the year 13,000,000
RAERKRB Lapsed during the year (6,500,000)
RZZEE=F+=ZA=1+—H Balance at 31 December 2003 6,500,000
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BREstB G 24. SHARE OPTION SCHEME (Continued)

RZBE=F+-A=+—H  BREE According to the terms of the share option scheme, share

MR e 21165 - BEARIERT R TSI HARR A options as at 31 December 2003 were exercisable within the

1T{E following period:

R B ABRITROME BRITHEE TR

Number of Exercise price

Date of grant shares issuable per share Exercisable period

—EE=F—F=+=H 6,500,000 1.10/8 7T —EE=F—fF=-+tHZE
—E—=F—-—A=+H
(MR 2 AR 2
500N Al — T E M
— B =+t HAT )

23 January 2003 HK$1.10 27 January 2003 to

26 January 2013
(Provided that 50% of
the options granted shall
not be exercised prior to

27 January 2004)
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25. AL G

25. RELATED PARTY TRANSACTIONS

(a) MW (FER)REEE A RIRIEF B0 (a) Particulars of amounts due from / (to) related companies
T 3 are as follows:
E The Group
—RR=F b St 3
2003 2002
REER REER
X5H X5H
BELR AR e Ed &BS£H FE W Ef BEEHE
Maximum Maximum
amount amount
owed to owed to
the Group the Group
Name of during during
related company Due from Dueto  the year Due from Dueto the year
TRT TRT TRT TRT TET TRT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BHZBRRE Wuxi Pan-Asia
MRERARA Environmental Protection
Technologies Limited 46 - 50 - (17) -
a&HTTRREE  Wuxi Pan-Asia High
ARAR Temperature Ceramics
Co., Ltd. - (46) - - (88) -
46 (46) - (105)

FEU, (FEAT) BAHE 1 R FRIA R MK
DR B REEE RN o

4

/N

BRERBITAREIRAEL
AEAERER

o

The amounts due from/(to) related companies are
unsecured, non-interest bearing and have no fixed terms

of repayment.

Jiang Quanlong or Qian Yuanying or their close relatives

have beneficial interests in these companies.
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25. BN ER 5 ()

(b) MAFE - NEEETTA TR

2 related party transactions:

(b) Durmg the year, the Group entered into the following

() AEEEAMNEFARESE

(i) The Group arranged export sales of its products

(it)

(iii)

(v)

AEENEEEEGR AR
ARV ERHEERLEAZE
RSN - BEFTEEE
ERAA A —HEFEBEAR
¥ HEREEBN% mA
IN0%ABEREZ THA < B
RENMBZEEREERE °
Fi B MEE AL O
EFA 51,746,000 BT (=
T T - F : 19,122,000%
7T) c HEMBEBAR QA
IEE AN R KB A R —
HEHARFKFE LT BERD AN
5%%/\ °

AEBE X4 204,000 7T
(ZZZ — 4 : 204,000/ 7T)
WS TERE-

REEE & 4 180,000% T
(ZZ T =4 : 239,000/ L)
MERTESZTERAMES
R A 7]

RNEBE Z14941,000% T
(ZZ T =% ; 806,000/ L)
W FEEZE28EEES
R A 7]

outside the PRC using the export quota of Yixing
Xinwei Group Co., Ltd. at no consideration. Yixing
Xinwei Group Co., Ltd. is a PRC domestic enterprise
90% owned by Jiang Quanlong and 10% owned
by a son of Jiang Quanlong. Jiang Quanlong is also
the legal representative of the enterprise. Export
sales handled through this arrangement amounted
to approximately HK$1,746,000 (2002:
HK$19,122,000). Yixing Xinwei Group Co., Ltd. also
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

(2002: HK$204,000) to Jiang Quanlong.

(iii) The Group sold materials of approximately

HK$180,000 (2002: HK$239,000) to Wuxi Pan-

Asia High Temperature Ceramics Co., Ltd.

(iv) The Group paid rent of approximately HK$94 1,000

(2002: HK$806,000) to Wuxi Pan-Asia High

Temperature Ceramics Co., Ltd.
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(0 ENEZFEFBAOT :

(c) Particulars of amounts due to directors are as follows:

rEE EQFE

The Group The Company
—ET=F —EETF —ET=F —EE_F
2003 2002 2003 2002
FAET FAT FAT FAET
HK$'000 HK$'000 HK$'000 HK$'000
R Jiang Quanlong 6,612 3,124 4,186 3,009
SIS Qian Yuanying 1,561 602 1,622 1,203
BRE Fan Yajun 263 411 684 635
8,436 4,137 6,492 4,847

ENEZFALEER - AEHFHE
R S B T R SRR

BER-_ZTMF-—A=Z+AAEARR
AREFIASGBEBHRAZR
172,500,0008% A B & 1.20/8 L 2 BHE &
#£207,000,000/ LRI IR 0 B 24T T — 1%
RIRER - (EAWERE RS ZE=AR
ZBERAR (—HEERBEFMEZHER
A Al ) K & ## %5 B Dynamic Goal
Worldwide Inc. (— &l £ 28 8 J& 2 B & sk ffft
K HBRAR) 2 2HBEETRG 2K
8 o

SN AR B ENEERA AR IE FRE
{B0.107% JT#Y & 3 A% 1,000,000,0004%

FA 100,000,000/ 7T 3 N = 200,000,000
BT ©

The amounts due to directors are unsecured, non-interest

bearing and have no fixed terms of repayment.

Pursuant to the resolutions passed on 29 January 2004 at an
extraordinary general meeting of the Company, 172,500,000
shares were issued at a price of HK$1.20 per share totalling
HK$207,000,000 to a controlling shareholder of the Company
in respect of the acquisition of the entire issued share capital
of Dynamic Goal Worldwide Inc., a limited company
incorporated in the British Virgin Islands, which in turn owns
the entire equity interest in Wuxi Pan-Asia High Temperature
Ceramics Co., Ltd., a limited company incorporated in the
PRC.

In addition, the authorised share capital of the Company was
increased from HK$100,000,000 to HK$200,000,000 by the
creation of 1,000,000,000 additional ordinary shares of
HK$0.10 each in the capital of the Company.



