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For the year ended 31 December 2004
GENERAL
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 (including fluorescent products) and refractory

products (including high temperature ceramics products).

POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS

The Hong Kong Institute of Certified Public Accountants
("HKICPA") has issued a number of new and revised Hong
Kong Financial Reporting Standards and Hong Kong Accounting
Standards (“new HKFRSs") which are effective for accounting

periods beginning on or after 1 January 2005.

The Group had not early adopted these new HKFRSs in the
financial statements for the year ended 31 December 2004.
The Group has already commenced an assessment of the
impact of these new HKFRSs but is not yet in a position to
state whether these new HKFRSs would have a significant

impact on its results of operations and financial position.

PRINCIPAL ACCOUNTING POLICIES
The financial statements have been prepared under the
historical cost convention, as modified for the revaluation of

certain buildings of the Group.

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong
and with accounting standards issued by HKICPA. 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.

af NOTES TO THE FINANCIAL STATEMENTS
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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.

Goodwill arising on consolidation represents the excess
of the cost of acquisition over the Group's interest in
the fair value of the identifiable assets and liabilities of

a subsidiary at the date of acquisition.

Goodwill arising on acquisitions is capitalised and
amortised on a straight-line basis over its useful
economic life. Goodwill arising on the acquisition of

subsidiaries is presented separately in the balance sheet.

On disposal of a subsidiary or an associate, the
attributable amount of unamortised goodwill is included

in the determination of the profit or loss on disposal.

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

and impairment losses.

Land use right is stated at cost less accumulated

amortisation and accumulated 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 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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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:
Land use right Over the terms of relevant lease
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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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 are included in the
Company’s balance sheet at cost less any identified

impairment loss.

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.

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

average method.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(h) Provisions

()

@

(K

0

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.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purpose of the cash flow statement,
cash and cash equivalents comprise cash on hand,
deposits held at call with banks, cash investments with
a maturity of three months or less from date of

investment and bank overdrafts.

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
(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.
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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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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").

Expenditure on research activities is recognised as

expense in the year in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised on

a straight-line basis over its useful life.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as

expense in the year in which it is incurred.

Payments to the state-sponsored retirement benefit plan

are charged as expenses when they fall due.
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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.

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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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.

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 (including high temperature

ceramics products)
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4. DEER(B) 4. SEGMENT INFORMATION (Continued)
(a) ¥¥oE(E) (a) Business segments (Continued)
it fit X B
Rare Earth Refractory Total
“EEME -“TT-F —ZTINE —TE-F -“TIME —TTZE
2004 2003 2004 2003 2004 2003
TAT FHL THT TAT FHL THAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXE Turnover 300,984 208281 364,336 248796 665320 457077
ES | RESULTS
NEEE Segment results 46,534 16,305 104,767 66,817 151,301 83,122
APELEER Unallocated corporate expenses (14,524)  (11,268)
FIBHA Interest income 2,049 3,414
H A T8 Other income, net 2,339 1,114
BE R Profit from operations 141,165 76,382
FHBEA Finance costs 2117 (97)
A Taxation (17973)  (9,246)
PERRER Minority interests (1,651) (461)
REERFFR Net profit for the year 119,424 66,578
HER OTHER INFORMATION
PEEE Segment assets 651314 611,500 638600 475734 1,289,914  1,087234
RABELEEE Unallocated corporate assets 137,448 3,842
EERE Total assets 1427362 1,091,076
HEAE Segment liabilties 54622 41933 48788 33822 103410 75755
RPBLEAR Unallocated corporate liabilities 4,250 2,642
AfERE Total liabilities 107,660 78,397
FERNEENEAE Capital expenditure incurred
X during the year 7,183 63677 54737 11,038
BHRNE Amortisation and depreciation 25,366 20,693 31,846 15,152
BERAENIMY Non-cash expenses other than
¥RE M amortisation and depreciation - 318 184 -
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FEER (F) 4. SEGMENT INFORMATION (Continued)
(b) HEZDE (b) Geographical segments
AEEMEBETEETEH AKX The Group's activities are conducted predominantly in
BN M EBRET - HwESBHE the PRC, Japan, Europe and the United States of America.
FEOWMT ¢ An analysis of turnover by geographical segment is as
follows:
—ZENME ZET=F
2004 2003
TR TET
HK$'000 HK$'000
T The PRC 501,470 315,022
B Japan 90,091 94,393
&M Europe 60,456 43,082
ESE The United States of America 8,901 1,330
H At Others 4,402 3,250
665,320 457,077
FEBBBAAOHZNLTHOIEEE Over 90% of segment assets of the Group are located
AR AHE - in the PRC.
= 5. TURNOVER
rER
The Group
—ZTMF —ETT=F
2004 2003
FHET FHET
HK$'000 HK$'000
WmIEmBERLER) Sales of rare earth products (including
Ko g K EE am (B2 36 fluorescent products) and refractory
=aEEER) products (including high temperature
HE ceramics products) 665,320 457,077

ANNUAL REPORT 2004 4
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6. FMEUWA 6. INTEREST INCOME
rEHE
The Group
—ZETMEF ZTT=F
2004 2003
FAET FAET
HK$'000 HK$'000
AT RN B WA Interest income on bank deposits 2,049 3,414

7. REEA

gERFEMR, GEA) TFISE

7. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging/

(crediting):
r&EE
The Group
—ZENME —ET=F
2004 2003
THET FAT
HK$'000 HK$'000
ZE R & Auditors’ remuneration 1,200 1,200
FERAN(TBEET Cost of inventories (excluding staff costs,
A % BE K amortisation and depreciation on property,
BB BERTE plant and equipment, provision for
GFEREARTEME) inventories and written off of inventories) 421,238 299,752
mHE - BELREREZ Amortisation and depreciation on property,
B RITE plant and equipment 50,726 35,929
ME - BB RFREAKR Loss on written off of property, plant and
ERIEZMIEERE equipment and construction-in-progress - 94
7 B 8 Amortisation of goodwill 6,577 =
BEIRK(TRIEES Staff costs (excluding directors’
< (K5%9)) emoluments (Note 9)) 17,298 14,844
&5 18 F 5 Exchange loss, net 66 39
FERE Provision for inventories 184 30
F & M8 Written off of inventories - 56
ElEMEZKERESH Operating lease charges on rented premises 2,344 2,767
BREWVE  BENKE (Gain)/loss on disposal of property,
(Yezs) /B8 plant and equipment (96) 42
BE RIEREE Written back of provision for bad and
doubtful debts (477) -
RIZRE B Provision for bad and doubtful debts - 160
9% R B 8 X Research and development expenditure 415 341
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B 7% A AR 8. FINANCE COSTS
rEE
The Group
—TEME —EE=
2004 2003
FHT FHAT
HK$'000 HK$'000
MEXH : Interest expenses on:
—EHESR — discounted bills 267 97
—RITER — bank loan 1,850 =
2,117 97
EEME 9. DIRECTORS' EMOLUMENTS

(@) BEEBRARKRAE 161K £
RAMBREMBRENESHE M
™

(a) Details of directors’ emoluments pursuant to Section
161 of the Hong Kong Companies Ordinance and the
provisions of the Listing Rules are as follows:

93

rEHE
The Group
ZETMF ZET=F
2004 2003
FHET FHET
HK$'000 HK$'000
FHITES Non-executive directors
— e - fees 101 92
HITES Executive directors
— ¥ e KERM — salaries and allowance 2,240 2,711
2,341 2,803

REFABLIMeHELITNES

The emoluments of the directors analysed by the number

MewmT : of directors and emolument ranges are as follows:
rEE
The Group
—TEME —ERR=F
2004 2003
= — 1,000,000/ 7T Nil — HK$1,000,000 5 6

1,000,001 7¢ — 1,500,000 7&  HK$1,000,001 — HK$ 1,500,000

ANNUAL REPORT 2004 4
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9. E=ME (&) 9. DIRECTORS' EMOLUMENTS (Continued)

b) AfiZEHFALEE=ZM(ZEZ (b) Of the five highest paid individuals of the Group, three
=F ) EE RENMEEF (2003 : four) are directors of the Company whose
BHEREXHFGQ) - BEOHE emoluments are included in Note (a) above. Their total
BEERESBMUL(ZER=F : emoluments together with the remaining two (2003 :
—f) ATHMEmT one) individuals are as follows:

rEE
The Group

—ZENE —EE=F

2004 2003

FAT FAET

HK$'000 HK$'000

e hkEMMHES Salaries and other emoluments 3,098 3,130

BREEEREEEANN UGS H The emoluments of the five highest paid individuals

ATHMENFRTIIEE : including directors and employees fall within the

following ranges:
rEE
The Group

—ZENE —EE=F

2004 2003

= —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

RREFERN  AEEWER AR No emoluments were paid to the five highest individuals

ERFAT (BEREFRES) XM including directors and employees as inducement to

EMe - ERSEEMAZER N join or upon joining the Group or as compensation for
NN ST R loss of office in both years.

ANNUAL REPORT 2004 4 #



M EEBRRRERERE - RAAF
WHBERBARERE2BEERMEE
BRGEER  HFXERAEEEFN
17% —20% (2003 : 20%) ° & 8 BRIk
M EE R mEERARTEEELN
HoFENBEARKRTFHERIN - BA
IRERERS  THEAERENR
KEEF - BER-_TTWE+=-A=
+—HILEFE  BRARGFEAHRKXREHA
1,029,000 © (Z T T = &
1,932,000/ L) °

AEEET—EAALENRABZZ
ZTZF+-A—HRBE2HAGFEAE
58 ([2E2]) - ZErERTEREMEK
BRRe:HE - ZRRBRAREERS
5%MZ MR - BE_TTWE+ =
A=+—BItFE  KAEEMEESMH
A #43,0008 T (ZTE=F : 66,000

BE-_ZTMF+_A=+—HLFE
For the year ended 31 December 2004

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 17% to 20% (2003 : 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 2004, the
retirement plan contributions amounted to approximately

HK$1,029,000 (2003 : HK$1,932,000).

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 2004, the Group's
contributions to the MPF were approximately HK$43,000

BIL) c BECMNEEHEAZEENEE (2003 : HK$66,000). The assets of the fund are held
DHEFE THBUEXESKRER separately from those of the Group and are managed by

o independent professional fund managers.

rEHE
The Group
—ZETMF ZZET=F
2004 2003
FET FHET
HK$'000 HK$'000
EMEH Enterprise Income Tax (“EIT")

—FEMERA — The PRC subsidiaries 17,973 9,246

ARAKERGEMNGTERBEL &
Y ERFEFNEHREE -

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.
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11. BE (B
BNRERXBIBRE BB BEZER LD
BEREHR -

CEMEHOCREBEETFEHNB ARG
ERDUE AR A BB KRR -

BEFEEBHRE FRANBERAREL
BHEMBANFEBERENERRRNE
ERMFARZRRANCERSGR
I £ H 18 = {8 4 E R 50% ©

RAFRAAMR T EKEQEERRSE
=FREMRBEH50%K% MR+ BN EA
RIERRE —FEEMSH50%. °

AERABRREESBER 25 M H

1. TAXATION (Continued)

Tax payable and recoverable comprised PRC VAT and PRC
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 50%
reduction of EIT in the third year and two PRC subsidiaries

are entitled to 50% reduction of EIT in the first year.

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

mR the consolidated income statement as follows:
—ZETF T =F
2004 2003
FH&T FAT
HK$'000 HK$'000
B 54 A1 5 A Profit before taxation 139,048 76,285

BB RS E24%5T & Tax at the domestic income

BWIE(ZTT =4 :24%) tax rate of 24% (2003 : 24%) 35,946 18,492
MR T2 Effect of tax relief (17,973) (9,246)
AEEHIE Taxation for the year 17,973 9,246

MREEEARNERZHE  EMBER
A RFERIR LT IR R

ANNUAL REPORT 2004 4 #

No provision for deferred taxation has been recognised in
the financial statements as there are no significant temporary

differences.
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13.
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For the year ended 31 December 2004

Bk E 12. DIVIDENDS
—TEME —EE=F
2004 2003
FHET FHET
HK$'000 HK$'000
BRREANRAKRETR Proposed final dividend : HK$0.02
002B T (ZEE=F : per share (2003 : HK$0.02)
0.027%7T) per share 19,739 19,739
BREF 13. EARNINGS PER SHARE
BREARBEERNIDBRBERNEE 2 K The calculation of the basic and diluted earnings per share is
FROBFFEEE 119,424,000 7T (= based on the Group's net profit for the year of
TT =4 : 66,578,00087T) BRI T HK$119,424,000 (2003: HK$66,578,000) and the following
Bt E data:
e Yusges —EE=F
2004 2003
AU ESRERNZFMAE  Weighted average number of ordinary
T 3 AR N #E S 1 B shares for the calculation of basic
earnings per share 973,756,338 814,453,059
WAR R EAREMEITH Deemed issue of ordinary shares
TR at no consideration 152,488 =
AU EEREERZTE Weighted average number of ordinary
T 3E AR AN T 15 B shares for the calculation of diluted
earnings per share 973,908,826 814,453,059

MR _ZEE-FYEEEEENER
B BMUTERZFELEREREER

Rl o

No diluted earnings per share was shown for 2003 as there

was no dilutive potential ordinary share for that year.

NOTES TO THE FINANCIAL STATEMENTS

91
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58 For the year ended 31 December 2004
14, & 14. GOODWILL
AEBERAEAQT
The Group and
the Company
FAT
HK$'000
R{E COST
RZZEZEME—-H—H At 1 January 2004 -
W AR B A B FTEE &£ Arising on acquisition of subsidiaries 143,495
RZZEZTWNF+_A=+—H At 31 December 2004 143,495
Eg 1 ACCUMULATED AMORTISATION
RZZEZEME—-H—H At 1 January 2004 -
NEER (35 Charge for the year 6,577
RZZEZTNF+_A=+—H At 31 December 2004 6,577
BREFE NET BOOK VALUE
RZZEZTWNF+_A=+—H At 31 December 2004 126,918

RZZBE=F+=-A=+—H

At 31 December 2003

AERRANEEFHR20F -

ANNUAL REPORT 2004 4 #

The amortisation period adopted for goodwill is 20 years.
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15. N BERZEUREEZIRE 15. PROPERTY, PLANT AND EQUIPMENT AND
CONSTRUCTION-IN-PROGRESS
rEE The Group
BFRUATAZ
STERNESR BER HOZERAK
ZihERE BT | R#E RE  EBIE an
Buildings
and land
use right Office
with leases ~ Machinery  equipment
between and and Motor  Construction-
16 to 30 years  equipment fixtures vehicles  in-progress Total
FAL TAL ThL ThAL ThL FAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RASfEE COST OR VALUATION
RZFEN5-A-H At 1 January 2004 139,131 274572 5,022 4762 65,563 489,050
KENBAF Acquisition of subsidiaries 37842 73,028 76 - - 110,946
hE Additions - 23,570 203 692 101,598 126,063
HERIREA Transfer from
construction-in-progress 7,631 122,783 - - (130,414) -
RE Disposals - - (157) (175) - (332)
RZZENME+=-A=1—H At 31 December 2004 184,604 493,953 5,144 5,279 36,747 725,727
B Comprising;
BRA At cost 167397 493,953 5,144 5,279 36,747 708,520
BfhE At valuation 17207 - - - - 17207
184,604 493,953 5,144 5279 36,747 725721
2 BHRIE ACCUMULATED AMORTISATION
AND DEPRECIATION
RZZENE—-A—H At 1 January 2004 27105 65,570 1,731 2,746 - 97152
WERBAA Acquisition of subsidiaries 4,299 14,002 8 - - 18,309
REZHIE Charge for the year 9,019 39,842 1,039 826 - 50,726
RERME Written back on disposals - - (154) (104) - (258)
RZZENE+=-F =+—H At 31 December 2004 40,423 119,414 2,624 3,468 - 165,929
REZE NET BOOK VALUE
RZEEMEF=F=1+—H At 31 December 2004 144,181 374,539 2,520 1811 36,747 559,798
RZEE=F+-F=1+-H At 31 December 2003 112,026 209,002 3,291 2,016 65,563 391,898

ANNUAL REPORT 2004 4
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6“ For the year ended 31 December 2004

15. % -BRERRBURERIRE 15. PROPERTY, PLANT AND EQUIPMENT AND

(%)

FREBTHMNNTE -

REEAFRE  AEENEFREF
BRETEER O LFERERES
A& 3,320,000 T (ZE T =F :
3,516,000/ 7T) °

REEBERA  BAOUKRKRETE -
W EE /17,207,000 T 2 EF 2 KE
B /17,342,000 BIL(ZTET=F :
18,768,000/ 7T) °

CONSTRUCTION-IN-PROGRESS (Continued)
All the buildings are located in the PRC.

At the balance sheet date, capitalised lease charges amounted
to HK$3,320,000 (2003 : HK$3,516,000) in respect of land
use right were included in the net book value of buildings of

the Group.

At the balance sheet date, the carrying amount of certain
buildings with revalued amount of HK$17,207,000 would have
been HK$17,342,000 (2003 : HK$18,768,000) have they

been stated at cost.

RAF The Company
MAERE
REE
Office equipment
and fixtures
FET
HK$'000
%S COST
RZZEZEME—-H—H At 1 January 2004 354
NE Additions 143
BE Disposals (157)
R-ZEZEWNF+-_HA=+—H At 31 December 2004 340
REtHE ACCUMULATED DEPRECIATION
R-ZZEZNFE—H—H At 1 January 2004 192
REEZER Charge for the year 91
b B Written back on disposals (153)
R-ZZEZENE+_A=+—H At 31 December 2004 130
REFE NET BOOK VALUE
R-ZFEZENFE+_HA=+—H At 31 December 2004 210
R-FEZE=F+_"H=+—H At 31 December 2003 162
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M8 QR = 16. INTERESTS IN SUBSIDIARIES
¥ YN
The Company
—TEMF —EE=
2004 2003
FAET FAT
HK$'000 HK$'000
JEETRE  kAE Unlisted shares, at cost 151,707 151,707
JE Uk Bt BB A &) 3B Amounts due from subsidiaries 705,022 489,143
856,729 640,850

JE s B B8 2 R SRR R SRR - A EHRIS

K 4 [B] TE R Y e

REEBBERMNKEE -

R=FEMF+=A=t+—AARAH
TEHEAARMBMT

MELRMERERTE

The amounts due from subsidiaries are unsecured, non-

interest bearing and have no fixed terms of repayment.

amounts at the balance sheet date.

December 2004 are as follows:

The directors are of the opinion that the underlying value of

the subsidiaries is not less than their respective carrying

Details of the Company’s principal subsidiaries as at 31

EMERL B3N BRTR RAREGESR
WEARAR EEZHERAH BHRER HRERE BREERABAL TEEY
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
EE &
Directly Indirectly
% %
MR ERER A A ERERHS - 20%7T 100 - RERK
“ANE+ZA=H
Lee Shing Holdings British Virgin Islands US$20 Investment
Limited 3 December 1998 holding
EHERES (LB P E 200,000% T - 100 - E5
BRATE “ZZTF-A-1MA
Wellfire (Shanghai) The PRC US$200,000 Trading

Company Limited

24 February 2000
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MEAREHE

Name of

subsidiary

HEFFAMAR L
BRAT

Yixing Xinwei Leeshing
Rare Earth Company
Limited

SR B A X R
BRRA

Yixing Xinwei Leeshing
Refractory Materials

Company Limited

EHIEKAME
ERAA

Wuxi Xinwei Fluorescent
Materials Company
Limited

PERLEZERDA

China Rare Earth
Trading Limited

EHZERREE
BERRA

Wuxi Pan-Asia High
Temperature Ceramics
Co., Ltd.

AL/
EEZHERAY

Place and date
of incorporation/

operations

HE
—AN=FtA+tA
The PRC

17 July 1993

HE
—AWANEER=TH
The PRC

30 July 1999

e
“EE-F+t-HA-TH
The PRC
20 December 2001

Hong Kong
16 February 2001

HE
—ZTZ_FWA-A
The PRC

1 April 2002

Ef R
BHEEX

Registered
and fully
paid capital

15,660,000 1T

US$15,660,000

17,000,000% 70

US$17,000,000

8,520,000% T

US$8,520,000

30,000,000 7T

HK$30,000,000

BRTR
HERA

Issued

and fully
paid capital

2B

HK$2

KRRELES
EREBRABIM
Effective percentage of
equity interests/voting
rights held by
the Company

HE B
Directly

% %

Indirectly

- 95

- 100

- 100

- 100

- 100

Principal

activities

HERHE
BTEMm

Manufacture
and sales of
rare earth

products

RERHE
it N 2

Manufacture
and sales of
refractory

products

HERHE
RHEM

Manufacture
and sales of
fluorescent

products

25

Trading

HERHESE
BMEEm

Manufacture and
sales of high
temperature
ceramics

products
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HE-_ZZWNF+_A=+—HILEE
For the year ended 31 December 2004

=7E 17. INVENTORIES
rEE
The Group

—ZETNF —ET=F

2004 2003

FAT FAT

HK$'000 HK$'000

JR AR Raw materials 54,341 43,251
TR Work in progress 66,330 66,528
E K & Finished goods 118,581 108,351
239,252 218,130
W P ERE Less : Provision for inventories (14,015) (13,831)
225,237 204,299

REEABXRA  GFEFBEAEEF
B EMNTFEH A25599,0008 7T (=
TE =4 : 17,828,000 T) °

ST B R I L At B WK
AEBRTESEFPFH=TENTH
MEFBEES -

EEERKBTIEEPNUHENRE
BENRRIMCHERMATF M -
FEEPHRECERE MRABER
AREERABBERERT IABBR
B HARRBEERBRNEFENTRS
EURTET BEXREETAHER
fRak > B E RN

18.

At the balance sheet date, approximately HK$25,599,000
(2003 : HK$17,828,000) 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.

63
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64 For the year ended 31 December 2004
18. FEUWBR X R H 1 E Wk (48) 18. ACCOUNTS AND OTHER RECEIVABLES (Continued)
REEABXRA @ EUER R E M E K At the balance sheet date, accounts and other receivables
REBE comprised:
r&EH
The Group
—ZTWF —ZTT=F
2004 2003
FHET FHET
HK$'000 HK$'000
& W5 AR R Accounts receivable 201,124 131,753
Hoth jE U R Other receivables 10,644 15,216
211,768 146,969
W RIEREE Less : Provision for bad and doubtful debts (8,212) (8,689)
203,556 138,280
RUERTR R DT : An ageing analysis of accounts receivable is as follows:
rEE
The Group
—ZENME —EE=
2004 2003
FHET FHET
HK$'000 HK$'000
AEZEREARN Current to less than 6 months 180,549 112,556
ANERE—FR 6 months to less than 1 year 6,785 9,896
—EWEFENR 1 to less than 2 years 7,581 4,058
A E Over 2 years 6,209 5,243
201,124 131,753

ANNUAL REPORT 2004 4 #
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19. PLEDGED DEPOSITS
The deposits were pledged to a bank as business guarantee

according to the terms specified in a contract of supplying

* e refractory materials.

RERBITER 20.
RZZTWF+=—A=+—0 £4£E
UNARBEENR e RBETEFHRA
[R¥#227,458,000L (ZET=F : AR
#262,911,0007T) - ARBEETAIBH
R NE - HEXARBEHFEE o

F& A3 BR X 21.
ENERZERDTOT

CASH AND BANK BALANCES

At 31 December 2004, cash and bank balances of the Group
denominated in Renminbi amounted to approximately
RMB227,458,000 (2003 : RMB262,911,000). Renminbi is
not freely convertible into foreign currencies and its exchange

rate is determined by the government of the PRC.

ACCOUNTS PAYABLE

An ageing analysis of accounts payable is as follows:

rEE

The Group
—EEREEF —EET=F
2004 2003
FAT FAT
HK$'000 HK$'000
AHEABAA Current to less than 6 months 50,768 35,439
NERE—FRA 6 months to less than 1 year 4,549 5,678
—ZEMFRN 1 to less than 2 years 491 2,120
GES Over 2 years 74 18
55,882 43,255
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22. B

22. SHARE CAPITAL

FEERAADF
The Group and
the Company

R B FAT
FREEI0E T Z L@ Ordinary shares of HK$0.10 each Number
of shares HK$'000
ETE Authorised:
R-ZZEZTNFE—HF—H At 1 January 2004 1,000,000,000 100,000
INEE I (Hfita) Increase during the year (Note a)  1,000,000,000 100,000
R-ZZEZENFE+—_A=+—H At 31 December 2004 2,000,000,000 200,000
BEITRER Issued and fully paid:
R-—ZTTWME—F—H At 1 January 2004 814,453,059 81,445
BTG Issue of shares during
(K7 7%b) the year (Note b) 172,500,000 17,250
RZZEZENF+—_A=+—H At 31 December 2004 986,953,059 98,695

RZTENF—-—A=ZF+NA AR
Al Z A AL # B REE0.10
75 7T ) E AR 1,000,000,0000% B
B 100,000,000 T & m =
200,000,000 JT °

(a (a

R-ZBEZENFE—A=-+AB AR
2 %17 172,500,000% &F i% [ &
JOB TR EBAR o

(b) (b)

el

a

o

ANNUAL REPORT 2004 4 #

On 29 January 2004, the authorised share capital of
the Company was increased from HK$100,000,000 to
HK$200,000,000 by the creation of an additional
1,000,000,000 ordinary shares of HK$0.10 each in the
capital of the Company.

On 29 January 2004, 172,500,000 ordinary shares of

HK$0.10 each were issued.
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HE-_ZZWNF+_A=+—HILEE
For the year ended 31 December 2004

#E 23. RESERVES
x&E The Group
R EE HERR
(KWita)  EARE  EERE  REREG ffE  RiEA B
Share Exchange
premium Capital Statutory Dividend translation Accumulated
(Note a) reserve reserves reserve reserve profits Total
TAL ThL TEL TAL ThAL ThL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
K-ZZ=£-f-R At 1 January 2003 412,485 32,837 41,684 8,144 3597 358233 856,980
rEERTFE Net profit for the year - - - - = 66,578 66,578
BREEHE Appropriations to
statutory reserves - - 4,890 - - (4,890) -
BHZRE Dividends set aside
(Hizt12) (Note 12) - - - 19,739 - (19,739) -
EfZ%%Z Dividends paid for
AERE 2002 final dividend - - - (8,144) - - (8,144)
RZFE=F+ZA=F—H At31 December 2003
R-ZEmE-A-H and 1 January 2004 412,485 32,837 46,574 19,739 3,597 400,182 915,414
RERBTRE Issue of shares during
the year 189,750 - - - - - 189,750
Ry &1 E M Share issue expenses (1313) - - - - - (1313)
REEENFE Net profit for the year - - - - - 119,424 119,424
BREERE Appropriations to
statutory reserves - - 10,400 - - (10,400) -
Bilzke Dividends set aside
(Hiz12) (Note 12) - - - 19,739 = (19,739) -
ENZZ2ZF Dividends paid for
ROKE 2003 final dividend - - - (19,739) - - (19,739)
RZEEMETZA=T—F At 31 December 2004 600922 32,837 56,974 19,739 3597 489467 1203536

617
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68 For the year ended 31 December 2004
23. f#fE (&) 23. RESERVES (Continued)
NN The Company
R4 % B
(Ff ) REGE B | okl
Share
premium Dividend Accumulated
(Note a) reserve profits Total
TEX TER TER TER
HK$'000 HK$'000 HK$'000 HK$'000
W-BE=F—-F—H At 1 January 2003 562,435 8,144 (14,378) 556,201
KEERMFE Net profit for the year
(Biztckd) (Notes ¢ & d) - - 7,676 7,676
BHzRE Dividends set aside
(Ria12) (Note 12) - 19,739 (19,739) =
ENZZZ=F Dividends paid for
AR S 2002 final dividend - (8,144) - (8,144)
RZZZ=F+-A=+—HRK At3] December 2003 and
“TTWE—A—H (fa3b) 1 January 2004 (Note b) 562,435 19,739 (26,441) 555,733
REFBTRG Issue of shares during
the year 189,750 = = 189,750
BRinETER Share issue expenses (1,313) - - (1,313)
KEERMFE Net profit for the year
(Hfztckd) (Notes ¢ & d) = = 25,082 25,082
BHzRE Dividends set aside
(fia12) (Note 12) - 19,739 (19,739) =
BRZZZ=% Dividends paid for
P} 9 2003 final dividend - (19,739) - (19,739)
WZZEME+-A=+—H At 31 December 2004
(KtzEb) (Note b) 750,872 19,739 (21,098) 749,513
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(a) BREHEHBRAE(—ANNF
BETR) - Rt EE R0k T
ARBRER - HEZBEZFED KRS
2B ARARHARAEEBBE
FEMNEBHNER

(b) ERBZ DIk EEBER DR
BERZFEMN  RZTE
ZA=+T—H  KRTATHS RS
% 3R A A 15 40 749,513,0007 7T (=
TT=F : 555,733,000/ 7C) °

(o) MR PG T €4 425,082,000
BT (ZEE=%F :7,676,000%
T)EEF C ERARARBRE
NEHE -

(d) BREABERBSENHAEDEZ
MHERBARRBHHERRRE
ARARER - RAFE - ZERH
MEECEHEBRARMEEEE
& #£1,453,0008 T (ZTF=4F -
1,258,000/ 7T) B 5t AR AR AlH]
AEZm FFHE o

RIBEZWNF+-_A=+—RH ££E
BRAEBITHEEREIRE - R_FFT

=F+-A=+—H8 AEEAEFET
B & 4918,448,000/% 7T + I K 2 F 7% &b
BB -ZEHMER—ETIRER
A& e ENIRTERTERIEE KR
AR - A FIUR & D IR ¥ A =5

B o
PN

BE-_ZTMF+_A=+—HLFE
For the year ended 31 December 2004

(@) 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 2004, the reserves of the
Company available for distribution to shareholders
amounted to approximately HK$749,513,000 (2003 :
HK$555,733,000).

(c) The Group's profit attributable to shareholders included
profit of approximately HK$25,082,000 (2003
HK$7,676,000) 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 a
subsidiary of the Company on behalf of the Company.
During the year, the relevant operating lease charges
and building management fee totalling HK$1,453,000
(2003 : HK$1,258,000) in respect of the arrangement
were included in the net profit for the year of the

Company.

At 31 December 2004, the Group had no banking facilities
for trade finance. At 31 December 2003, the Group had
banking facilities of approximately HK$18,448,000 with the
same unused amount for trade finance. The trade finance
facility is secured by a first charge over a time deposit amount
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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25. EiE
REEBERA  AEBELEEHTER
RABEH 2 EEDT ¢

(a) BERERREUARBEEFTZE

25. 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

IFEHE machinery and equipment and construction of buildings:
rEE
The Group
—TTMEF —TT=F
2004 2003
TET TET
HK$'000 HK$'000
EREREFTH Authorised and contracted for 45,434 60,124

(b) BREFAHEz L RETEEH
ERARMAHANHREESHA

(b) Operating lease commitments for future minimum lease

payments under non-cancellable operating leases in

AEDT respect of land and buildings which fall due as follows:
r&EE
The Group

—TEMEF —TT=F

2004 2003

TET TET

HK$'000 HK$'000

—FR Within one year 1,264 2,920
FEERF In the second to fifth year inclusive

(BREEEMF) 3,063 3,394

hF & Over five years 10,898 11,452

15,225 17,766
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At the annual general meeting of the Company held on 4
June 2004, the shareholders of the Company approved the
termination of the Company's share option scheme adopted
on 14 October 1999 (the “Old Scheme") and the adoption

of a new share option scheme (the “New Scheme").

Under the New Scheme, the directors may, at their discretion,
invite full-time employees of the Group, including directors
of the Company and its subsidiaries, any of its shareholders,
suppliers, customers, consultants, advisers and joint venture
partners or business alliance who have contributed or will
contribute to the Group to take up options to subscribe for
shares in the Company subject to the terms and conditions
stipulated therein. A nominal consideration will be paid by
the eligible participants for each lot of share options granted.
An option may be exercised at any time during a period to
be determined and identified by the directors to each grantee
at the time of making the offer, but in any event, shall not
exceed the period of ten years from the date of grant of the
particular option, subject to early termination of the New
Scheme. No option has been granted by the Company under

the Old Scheme and the New Scheme during the year.
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R E () 26. SHARE OPTION SCHEME (Continued)
KRBT =ZFAKE T 13,000,0008 % Options of 13,000,000 shares issuable were granted of which
¥ & H 76,500,000 R IERZF AKX 6,500,000 shares issuable were lapsed in 2003. Particulars
Mo RAFEARE RAMZERER of the share options granted and lapsed during the year and
RZZEZNF+ A=+ —HRERTE outstanding as at 31 December 2004 are as follows:
ZHEREFBEOT

AHITROBE

Number of

shares issuable

R-—_ZEZENWF—H—H Balance at 1 January 2004 6,500,000
RAFAE L Granted during the year =
NN AP Ve Lapsed during the year =
R-ZEENE+_H=+—H=H Balance at 31 December 2004 6,500,000
RZZETMF+—A=+—0 ' REE According to the terms of the share option scheme, share
MRt B AR - AR R A T 5 HIR A options as at 31 December 2004 were exercisable within
718 the following period:
RHBH ARTROBE BRITEE TRER
Number of Exercise price
Date of grant shares issuable per share Exercisable period
—F¥=¥—HA=-+=H 6,500,000 1.10% T —EE=F—F-t+tA=E
—E-—=F—-—HF=+H
(MR 2 R 2
50% T AR ZEEME
— A=+t BAIT6E)
23 January 2003 HK$1.10 27 January 2003 to
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26 January 2013
(Provided that 50% of
the options granted shall
not be exercised prior to
27 January 2004)
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BBMALIRS 27. RELATED PARTY TRANSACTIONS
(a) MY/ (FEfT) BB R A1 RIEF B 40 (a) Particulars of amounts due from/(to) related companies
Ik are as follows:
rEH The Group
—ZENE —EE=F
2004 2003
XFEER XEER
x5E A5H
BHLRER FE W Eff EEtH & Wt Ef &BE:H
Maximum Maximum
amount amount
owed to owed to
the Group the Group
Name of during during
related company Due from Due to the year Due from Due to the year
TAET TET TET FET FHET TAER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
&S DRR Wuxi Pan-Asia
RBAERAT Environmental Protection
Technologies Limited - (8,713) - 46 - 50
&FH 2T RRMEE  Wuxi Pan-Asia High
BRAR* Temperature Ceramics
Co, Ltd.* - - - - (46) -
- (8713) 46 (46)
P (1) RABS A 7] I8 2 & 4K The amounts due from/(to) related companies are
#THAEREREERDD - unsecured, non-interest bearing and have no fixed terms
of repayment.
BREIBTRIHARELER Jiang Quanlong or Qian Yuanying or their close relatives
BHEEERER - have beneficial interests in these companies.
tOEGRZORABEARARR *  Wuxi Pan-Asia High Temperature Ceramics Co., Ltd.
—EEMFE-AZTABEEAE has become a wholly-owned subsidiary of the Group
REB2EREMBRA - since 29 January 2004.
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(b) MNAFE AEEETATEER

©
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0)

(if)

RNEEEB S SERREME
FEEFREBER QAN
HORESEHEERE
EHRBE AN - B
BEBERRAA A —BFEH
¥ HEBEREESR
90% ' 1M B 9N 10%HH & R 5
Z2THER BRENRZL
ENEATEARR BB LA%E
EMEBNEOHEEN A
12,695,000 T (Z T & =
41 1,746,0008 ) o HHE
VEREBAR AR NEAER
UNGIE: ol =N =N R
B £ A R A B K 500 55 o

ANEEE X F4204,0007 T
(ZZTZ = : 204,000/ L)
WS THRE-

(i) AEEE X4 46,0008 T

(ZF2=F: &) E’ﬁﬁﬁ%ﬂ
HBRERFEMZBERA

BEERALERR %E RS

BERRERE

BHEER D EMT

REMRR SN HHETH - L L5
BRFRATESHER

BNESFRAROT :

%R EE Jiang Quanlong
BT R Qian Yuanying
BEE Fan Yajun
ENERFIATEER - TAFE

NMERETEEREA -

(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 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$12,695,000 (2003

HK$1,746,000). 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
(2003 : HK$204,000) to Jiang Quanlong.

(iii) The Group paid rent of approximately HK$46,000

(2003 :

Protection Technologies Limited.

Nil) to Wuxi Pan-Asia Environmental

The directors are of the opinion that the above
transactions were entered into in the normal course of
business and on normal commercial terms or in
accordance with the agreements governing such
transactions, and this has been confirmed by the non-
executive directors.

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

r&EH YN

The Group The Company
—TEME —FTF=-F _—FTEWMF _—FTT=F
2004 2003 2004 2003
THET THET THET TET
HK$'000 HK$'000 HK$'000 HK$'000
7,445 6,612 5,372 4,186
2,165 1,561 2,402 1,622
457 263 878 684
10,067 8,436 8,652 6,492

The amounts due to directors are unsecured, non-interest
bearing and have no fixed terms of repayment.
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WREEEHZERABEARBRARAZ
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28. ACQUISITION OF SUBSIDIARIES

On 29 January 2004, the Group acquired the entire issued

share capital of Dynamic Goal Worldwide Inc. which in turn

owns the entire equity interest in Wuxi Pan-Asia High

Temperature Ceramics Co., Ltd. for a non-cash consideration
of HK$207,000,000 by means of issuing 172,500,000 shares

at HK$1.20 per share. This transaction has been accounted

for using the purchase method of accounting.

The effect of the acquisition is summarised as follows:

FET
HK$'000
WHESMHEEFE Net assets acquired
M BB KA R Property, plant and equipment and
EEIRE construction-in-progress 92,638
FE Inventories 1,983
JFE U BR 3R K H i i L R Accounts and other receivables 29,360
B MBITERF Cash and bank balances 3,405
JE U5 £5 B X B ;R Amount due from a group company 46
JE 1 B 5K Accounts payable (1,224)
TE1R B A K B b K Accruals and other payables (4,030)
JE A~ B Bt X B FROE Amount due to a related company (11,340)
HRAT 18 X Bank loan (47,170)
FE AT B 18 Tax payable (163)
63,505
W B P EE AR Y R B Goodwill arising on acquisition 143,495
M RERTE Total non-cash consideration 207,000
WP E A IR A FE Net cash inflow arising on acquisition:
WIS & MIRITETE Cash and bank balances acquired 3,405
b B E B 29. COMPARATIVE FIGURES

RETARFENERTA  ETHLER
BEEHET

Certain comparative figures had been reclassified in conformity

to the presentation of the financial statements for the year.
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