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To Shareholders,

On behalf of the Board of Directors, | would like to
present the annual results of China Rare Earth

Holdings Limited for the year ended

31 December 2004. ’,

FoRBE - £EERE
Jiang Quanlong - chairman
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In 2004, the recovery of the PRC's rare earth industry fuelled the
revival of the Group's business. The Group’s refractory materials
business was also benefited by the growth of its newly expanded

high temperature ceramics business.

The persistent economic downturn in the past few years posted
many challenges to the Group, as well as prompted consolidation
of the industry and intensified market competition. However, with
its staff and the Board committed to overcoming difficulties and
achieving operational excellence, the Group achieved fruitful results

in 2004. This also reflected the Group’s competitiveness.

FINANCIAL RESULTS

For the year ended 31 December 2004, the Group recorded a
turnover of HK$665,320,000, representing an increase of 46%
compared with HK$457,077,000 in 2003. Sales of rare earth
products (including fluorescent materials) contributed 45% of the

Group's total turnover, reaching HK$300,984,000, an approximately
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CHAIRMAN'S STATEMENT

459% increase compared with HK$208,281,000 last year; the sales
of refractory products (including high temperature ceramics) during
the year amounted to HK$364,336,000, which accounted for 55%
of total turnover, representing an increase of approximately 46%
over HK$248,796,000 in 2003. The Group obtained better results
this year with net profit rebounded to HK$119,424,000,
representing an increase of approximately 79% over that of last
year. Basic earnings per share rose from last year's HK8.2 cents to

HK12.3 cents this year. Gross profit margin also surged to 27%.

Besides the above favourable factors, Wuxi Xinwei Fluorescent
Materials Company Limited, a subsidiary of the Group, started
during the year to pay a 50% reduced Enterprise Income Tax in
the PRC. The same applies for Wuxi Pan-Asia High Temperature
Ceramics Co., Ltd. ("Wuxi Pan-Asia”), which the Group recently
acquired. Thus, taxation for the year amounted to HK$17,973,000,
representing an increase of over 90% compared with
HK$9,246,000 last year.

ANNUAL REPORT 2004 4
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DIVIDEND

The Board has recommended the payment of a final dividend of
HK 2 cents per share for 2004. Subject to the approval of
shareholders at the forthcoming Annual General Meeting to be
held on 16 June 2005, the final dividend will be paid on or
before 24 June 2005 to registered shareholders as at 16 June
2005.

The Register of Members will be closed from 13 June to 16 June
2005, both days inclusive. During this period, no transfer of shares
will be registered. To qualify for entitlement of the proposed final
dividend and to attend the Annual General Meeting, all transfer
documents accompanied by the relevant share certificate must be
lodged with the Company’s Share Registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, for registration
not later than 4:00 p.m. on 10 June 2005.
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BUSINESS REVIEW

Rare Earth

In 2004, the rare earth market gradually picked up after bottoming
in 2003. The development of different rare earth elements varied
in the market. Selling prices on the major rare earth elements
from rare earth mines in Northern China, such as lanthanum and
cerium remained low due to excessive supply. To avoid price
competition, the Group lowered the sales of these products to
less than 10% of the sales volume of rare earth products for the
whole year. While price of neodymium oxide, which is applied in
magnetic materials, grew 30%
over that in 2003. Prices of
elements with higher value, such
as europium and terbium, saw
more significant increases as the
economy improved. The price of
dysprosium oxide even surged a
fold. Furthermore, seeing rare
earth as very important resources,

the PRC government has lowered
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CHAIRMAN'S STATEMENT

the export tax rebate for rare earth oxides
and rare earth metals since 1 January 2004,
which led to rise in export prices of these

rare earth products.

During the year, the Group restructured the
sales mix of rare earth products by lowering
the sales volume of elements with lower
prices, such as lanthanum and cerium, while
increasing the sales volume of higher price
products, such as mixture of yttrium and europium. As a result,
though the Group sold about 3,900 tonnes of rare earth products,
slightly lower than last year's figure, sales amount increased by
45%. As for production cost, the prices of both raw and auxiliary
materials rose, for example, the prices of ores from rare earth
mines in Southern China and fuel increased by approximately
15% and 40% respectively. Despite these, the gross profit margin

of the Group's rare earth business in 2004 still rose to 16% from

approximately 10% last year. In terms of market performance, the
Group secured several local new customers. In addition, due to
the reduction of export tax rebate on rare earth products by the
PRC government in 2004, several of the Group's major overseas
customers ordered in advance in 2003. Hence the proportion of
export sales lowered in 2004. In particular, sales to the Japanese
market dropped significantly and contributed only 9% of the
turnover, while sales to Europe was maintained at 20%. Following
the development of downstream products and broadened rare
earth applications in the PRC, domestic market demand grew
rapidly. The proportion of local sales surged to 66% this year

from 60% last year.

The Group's continuous efforts to improve the production
technology of trichromatic phosphor resulted in the improvement
in both quantity and quality of products. Lighting has remained as
the major application of the Group's fluorescent powder. As
electricity supply is growingly tense in China, the public has been
urged to cut electricity consumption. Encouragement to the public

to use energy-saving rare earth trichromatic lights brings immense

ANNUAL REPORT 2004 4
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opportunities to the Group. During the year, the Group's sales of
fluorescent powder increased by around 50% compared with 2003.
Its gross profit margin remained at around 20%. Serving an
expanding market, the Group kept the price of its trichromatic
phosphor in 2004. However, the price of green fluorescent powder
rose due to the significant increase in the price of one of the
ingredients, terbium oxide. The production technology development
of the newly developed LED powders and PDP powders reached
the final stage. Samples were sent to potential customers for

ratification. New products are expected to be launched soon.

As the market for cerium oxide remained weak, the Group adjusted
its strategy to produce polishing powder materials — the better-
priced downstream product of cerium oxide. The construction of
polishing powder production line was completed in the fourth
quarter of 2004 and trail production had commenced, and orders
were received from some customers. These products are mainly
used in integrated circuit board, LCD monitor and precision optical

glass. Though the sales of these materials has yet to be expanded,

TR Atielel 7 L

the demand for quality polishing powder materials is high in the
PRC market. As the majority of local manufacturers are unable to
match the technology standard required in producing high quality
polishing powder materials, the PRC market has been relying on
import, which implies that quality polishing powder materials has

great market potential.

Refractory Materials

Compared with the rare earth business, the refractory materials
business, another major business segment of the Group, showed
more stable growth. Total sales recovered
to approximately 57,500 tonnes in 2004,
after the drop in domestic sales resulted
from the outbreak of the Severe Acute
Respiratory Syndrome in 2003. It
increased by over 20% when compared
with last year though selling price was
similar to that of last year. Despite the
economies of scale brought by the

increase in sales volume, due to price
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CHAIRMAN'S STATEMENT

surges of raw and auxiliary materials, fuel, oil and transportation,
the Group's gross profit margin remained at the similar level as
last year at over 30%. Other than serving its major market — the
PRC, the Group also actively explored other international markets.
In addition to the Japanese market, the Group also marketed its
products to Europe. Total export value accounted for 27% of

turnover.

High temperature ceramics fall within the category of special
refractory materials and are used
primarily for electricity power industry.
With urbanization speeding up and rapid
development of different industries in
the PRC, electricity supply constantly falls
short of growing domestic demand,
prompting the building of more electricity
supply facilities. In addition, the
development of industries such as non-
metals abundant

ferrous brings

opportunities to the Group’s high temperature ceramics business.
As the specification requirements of high temperature ceramics
are stricter than conventional refractory materials, their gross profit
margin averaging at approximately 40%, topping at over 50%. In
2004, the Group sold a total of approximately 13,700 tonnes of

high temperature ceramics products.

PROSPECTS

Rare Earth

The rare earth market has shown signs of recovery although
competition is still intense. It is expected that the growth of rare
earth market in 2005 will be dominated by individual elements.
The Group will continuously adjust its product mix to meet market
needs. Looking ahead, with technological advantage in rare earth
separation, the Group will strive to broaden and deepen the
development of value-added products such as the brand new LED
powders and PDP powders under the category of trichomatic
phosphor, aiming to gain customer recognition and commence
sale. As for the newly developed polishing powder business,

besides expanding the customer base and exploring the export

HH
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market, the Group also plans to
invest resources to strengthening its
production facilities for producing
different kinds of polishing powder,
hoping to establish a renowned
brand.

In addition to downstream
development, the Group will also
place special emphasis on the
development of upstream resources.
It will continue to place an eye on
the policies implemented by the PRC government on rare earth
mines and continue to devote itself in seeking opportunity to

create a vertical industrial chain.

Refractory Materials
Although market demand for refractory materials is relatively stable,

the Group will continue to enhance its technology and production

facilities, strengthen the quality of staff and diversify its products
so as to maintain its prestigious position in the industry. The
Group will continue to ride on its advanced equipment and
technology to improve its existing production facilities and boost

its market competitiveness.

The Group used to develop its refractory materials business by
producing different kinds of high-end products. Besides the
continuous exploration of the high temperature ceramics business,
the production lines for the highly
densed zircon and highly densed
chrome bricks, which are mainly used
in the production facilities of glass
fibre, entered the final assembly
stage. It is expected to be completed
and commence operation in the
second quarter of 2005, after which
the Group will have a new growth
driver for its refractory materials

business.
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Furthermore, the Group continues to seek opportunity to co-operate
with raw material suppliers of refractory materials. The Group has
started negotiation with identified target, hoping to reach agreement
within a short time, in order to ensure stable raw material supplies

and maximize cost efficiency.

MERGER AND ACQUISITION

Pursuant to the resolutions passed at the extraordinary general
meeting held on 29 January 2004, the Group acquired Dynamic
Goal Worldwide Inc. and its subsidiary, Wuxi Pan-Asia, which is
involved in high temperature ceramics business. The consideration
of HK$207,000,000 was satisfied by allotting and issuing
172,500,000 new shares at HK$1.20 per share. Net asset value
of the acquired object amounted to HK$63,505,000 that led to
goodwill at HK$143,495,000.

The acquisition allowed the Group to extend the reach of its
refractory materials business to cover high temperature ceramics

and broaden its product category. With a rapidly growing business

and relatively high gross profit margin, the business of Wuxi Pan-

Asia will generate higher profit for the Group.

CORPORATE GOVERNANCE

Following to the growth of business, the Company separated the
roles of the Chairman of the Board and the CEO many years ago.
In September 2004, the Company appointed Mr Jin Zhong as an
independent non-executive director, increasing the number of
independent non-executive directors to half of the total number
of Board members. The Group’s refractory materials business will
definitely benefit from Mr Jin's extensive experience in the refractory
materials industry and his invaluable advice. At present, there is
an expert in each of the Group's business aspect, rare earth and
refractory materials, who joined the Company as an independent
non-executive director. Aiming at improving the Group's strengths,
the Company also intends to further increase the number of the

Board members.
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To facilitate communication with investors, the management not
only had regular meetings with fund managers and analysts to brief
them on the Group’s business development, but also arranged a
site visit for the media and investors to the plant in Yixing in 2004

to enhance their understanding of and confidence in the Group.

AUTHORISED SHARE CAPITAL

Pursuant to the resolutions passed at the extraordinary general
meeting held 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 1,000,000,000 additional
ordinary shares of HK$0.10 each in the capital of the Company.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2004, the Group had cash and bank balances
of approximately HK$228,418,000, within which there was a
deposit at about HK$1,418,000 pledged as business guarantee.

From the assets and liabilities of the newly acquired Wuxi Pan-

Asia, there was a short term bank loan of RMB50,000,000 added
to the Group. The Group repaid it in the year and had nil bank
loan as at 31 December 2004.

The Group had net current assets of approximately
HK$622,986,000 as at the end of the year. Total liabilities to total

assets ratio was 8%.

EXCHANGE RATE EXPOSURE

Most of the Group's assets, liabilities and transactions are
denominated either in Renminbi, US dollars and Hong Kong dollars.
As the exchange rates of Renminbi, US dollars and Hong Kong
dollars remained stable during the year, the Group was not exposed

to material foreign exchange risk.
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CHAIRMAN'S STATEMENT

CONTINGENT LIABILITY
As at 31 December 2004, the Group had no material contingent
liability.

STAFF AND REMUNERATION

As at 31 December 2004, the Group had a workforce of
approximately 1,400 staff including young graduates and
experienced professionals. Comprehensive remuneration and
welfare packages are offered to them. During the year,
approximately HK$17,298,000 was incurred in staff costs excluding
directors’ emoluments. The share option scheme has been re-
established pursuant to the resolutions passed at the annual general
meeting held on 4 June 2004. It will be granted to outstanding

staff accordingly to encourage their contribution to the Group.

APPRECIATION
The Group overcomes the difficulties in the past and succeeds
today. It is due to the dedication of the staff and the continuous

trust and support from the shareholders, investors, customers,

suppliers and business partners. On behalf of the Board and the

management, | would like to extend my gratitude to all of them.

Jiang Quanlong

Chairman

7 April 2005
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EXECUTIVE DIRECTORS

Mr Jiang Quanlong, aged 52, is a founding member and the
chairman of the Group. Mr Jiang has over 20 years of experience
in the rare earth and refractory materials industries. Mr Jiang is
responsible for the formulation of the Group’s overall business
development policies. Prior to the founding of the Group, Mr Jiang
had been a factory manager of a refractory materials production
plant and a sales manager of a glass and ceramics manufacturing
company. Mr Jiang is the husband of Ms Qian Yuanying, the deputy
chairman of the Group.

Ms Qian Yuanying, aged 45, is a founding member and the
deputy chairman of the Group. Ms Qian is also the chief executive
officer of the Group. Ms Qian has over 15 years of experience in
the rare earth and refractory materials industries. Ms Qian is
responsible for the overall management of the Group and has
particular responsibility for the marketing aspect of the Group's
business. Prior to the founding of the Group, Ms Qian was a high
school teacher. Ms Qian is the wife of Mr Jiang, the chairman of
the Group.

Mr Fan Yajun, aged 37, joined the Group in 1988. Mr Fan is
mainly responsible for research of those state policies related to
the business of the Group and liaising with government officials
and specialists committees. Mr Fan completed a research course
in business administration in Southeast University. Mr Fan has
over 15 years of experience in corporate operation management.
Mr Fan has social responsibility such as the Vice President of
Yixing Youth Federation.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr Liu Yujiu, aged 71, joined the Group in 1999 as an independent
non-executive director of the Company. Mr Liu is the head of the
Rare-Earth Experts Group, Applications and Development Section
under the State Planning Commission. Mr Liu is also the executive
of China Rare Earth Science Society and deputy editor-in-chief of
China Rare Earth Journal. Mr Liu was appointed as chief engineer
of China Rare Earth Development Corporation for the period from
December 1992 to December 1997.
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Mr Huang Chunhua, aged 40, joined the Group in 2001 as an
independent non-executive director of the Company. Mr Huang is
the deputy chairman of a listed company in Hong Kong and served
as chief financial officer of that company between 2000 and 2004.
Mr Huang is Ph.D of Marketing and MBA of University of Strathclyde.
Mr Huang was previously China analyst of HSBC Securities Asia
Ltd and a senior investment analyst of China Research of CLSA
Emerging Markets.

Mr Jin Zhong, aged 53, joined the Group in September 2004 as
an independent non-executive director of the Company. Mr Jin
graduated from the Faculty of Material Engineering of Wuhan Steel
College, specializing in refractory studies. Mr Jin was previously
the deputy chief engineer of the head factory of Guiyang City
Refractory Materials Factory.

COMPANY SECRETARY

Mr Law Lap Tak, aged 35, joined the Group in 1999. Mr Law is
the financial controller and company secretary of the Company.
Mr Law graduated in Hong Kong with a degree of bachelor of
business administration. Mr Law is a member of the Hong Kong
Institute of Certified Public Accountants and The Association of
Chartered Certified Accountants. Prior to joining the Group, Mr
Law was with an international accounting firm in Hong Kong for
over 7 years.

SENIOR MANAGEMENT

Mr Lou Jixiang, aged 53, joined the Group in 2000. Mr Lou is the
deputy general manager of the Group. Mr Lou is responsible for
the research and development of rare earth and fluorescent
materials business. Prior to joining the Group, Mr Lou was the
deputy general manager of a renowned rare earth factory. Mr Lou
has over 20 years of experience in the rare earth and non-ferrous

metals industries.
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Mr Jiang Caina, aged 46, joined the Group in 1986. Mr Jiang is
the deputy general manager of the Group and the general manager
of Yixing Xinwei Leeshing Refractory Materials Company Limited.
Mr Jiang is responsible for the operation of the refractory material
business. Mr Jiang has over 20 years of experience in refractory
materials industry.

Ms Xu Panfeng, aged 40, joined the Group in 1987. Ms Xu is the
deputy general manager of the Group and is responsible for the
sales of rare earth business. Ms Xu has extensive experience in
production and marketing of rare earth industry.

Mr Yu Zhengming, aged 69, joined the Group in 1999. Mr Yu is
the chief engineer and technical consultant of Yixing Xinwei
Leeshing Rare Earth Company Limited. Prior to joining the Group,
Mr Yu was the factory general manager and chief engineer of a
renowned rare earth factory. Mr Yu is an expert in rare earth and
non-ferrous metals industries.

Mr Xu Jianwen, aged 36, joined the Group in 1988. Mr Xu is the
general manager of Yixing Xinwei Leeshing Rare Earth Company
Limited and is responsible for the operation of rare earth business.
Mr Xu has over 10 years of experience in production management
of rare earth industry.

Mr Wu Chaoxin, aged 28, joined the Group in 1997. Mr Wu is the
general manager of Wuxi Xinwei Fluorescent Materials Company
Limited and is responsible for the operation of the fluorescent
materials business. Mr Wu has years of experience in sales and
administrative management of rare earth and fluorescent materials
industries.

Mr Wang Jianping, aged 43, joined the Group in 2004. Mr Wang
is the general manager of Wuxi Pan-Asia High Temperature Ceramics
Co., Ltd. and is responsible for the operation of the high
temperature ceramics business. Mr Wang has over 10 years of
experience in administrative management and sales aspects.
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Mr Zhao Jianwen, aged 38, joined the Group in 1987. Mr Zhao is
the head of technology department of Yixing Xinwei Leeshing
Rare Earth Company Limited. Mr Zhao has over 10 years of
experience in rare earth industry.

Mr Chen Liangping, aged 57, joined the Group in 1995. Mr Chen
is the deputy general manager of Yixing Xinwei Leeshing Refractory
Materials Company Limited. Mr Chen has years of experience in
refractory materials industry.

Mr Reijiro Kuwahara, aged 62, joined the Group in 2001. He is
the chief engineer of Yixing Xinwei Leeshing Refractory Materials
Company Limited. Prior to joining the Group, he was the technical
supervisor of Overseas Division of a famous international company
in Japan and has extensive experience in production and

management of refractory materials.

ANNUAL REPORT 2004 4 ¥
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The directors have pleasure in presenting their annual report and
the audited financial statements of China Rare Earth Holdings
Limited (the “Company”) and its subsidiaries (the “Group”) for
the year ended 31 December 2004.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The
principal activities of the Group are manufacture and sales of rare

earth products and refractory products.

The principal activities of the subsidiaries are set out in Note 16

to the financial statements.

SEGMENTAL INFORMATION
Details of segmental information of the Group are set out in Note

4 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2004
are set out in the consolidated income statement on page 35 of

the annual report.

No interim dividend was declared and paid to the shareholders
during the year. The directors recommend the payment of a final
dividend of HK 2 cents per share for the year ended 31 December
2004 to the shareholders on the Register of Members on 16 June
2005.

Details of other appropriations are set out in Note 23 to the

financial statements.
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RESERVES
Details of the movements in the reserves of the Group and the
Company during the year and details of the distributable reserve

of the Company are set out in Note 23 to the financial statements.

FINANCIAL SUMMARY
A summary of the results of the Group for the past five financial
years ended 31 December 2004 is set out on page 76 of the

annual report.

PROPERTY, PLANT AND EQUIPMENT AND
CONSTRUCTION-IN-PROGRESS

Details of the movements in the property, plant and equipment
and construction-in-progress of the Group and the Company during

the year are set out in Note 15 to the financial statements.

—~—

SHARE CAPITAL 21
Details of the authorised and issued share capital of the Company
as at 31 December 2004 are set out in Note 22 to the financial

statements.

BORROWINGS
Details of the bank borrowings and banking facilities of the Group

are set out in Note 24 to the financial statements.

RETIREMENT SCHEMES
Details of the retirement schemes of the Group are set out in

Note 10 to the financial statements.

ANNUAL REPORT 2004 4 #
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DIRECTORS
The directors of the Company during the year and up to the date

of this report are:

Executive directors
Mr. Jiang Quanlong (Chairman)
Ms. Qian Yuanying (Deputy Chairman)

Mr. Fan Yajun

Independent non-executive directors

Mr. Liu Yujiu

Mr. Huang Chunhua

Mr. Jin Zhong (appointed on 28 September 2004)

In accordance with Article 108 of the Company’s Articles of
Association, Mr. Fan Yajun will retire by rotation from the Board at
the forthcoming annual general meeting and being eligible, offer

himself for re-election.

In accordance with Article 112 of the Company’s Articles of
Association, Mr. Jin Zhong will retire from the Board at the
forthcoming annual general meeting and being eligible, offer

himself for re-election.

The Company has received confirmations from all independent
non-executive directors concerning their independence. The Board

considers that all of them are independent.

As at 31 December 2004, none of the directors has a service
contract with the Company which is not terminable by the Company
within one year without payment of compensation other than

statutory compensation.
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DIRECTORS' INTERESTS AND SHORT POSITIONS

As at 31 December 2004, the interests and short positions of the
directors and chief executive of the Company and their associates
in the shares, underlying shares and debentures of the Company
and its associated corporations as recorded in the register kept by
the Company pursuant to Section 352 of the Securities and Futures
Ordinance ("SFQ") or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “"Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors

of Listed Issuers were as follows:

o 4 r:i::_ E -
i S
1. REATRGER 1. Interests in shares of the Company 23
EARRBEHIT
o= RS &5 gny- 4= RABNE DL
Number of % to the issued share
Director Nature of interest / Capacity shares capital of the Company
7R fofB s (Mat)
Jiang Quanlong Interest of spouse (note) 592,550,000 60.04%
BT EAESZERAA (i)
Qian Yuanying Beneficiary of a trust (note) 592,550,000 60.04%
BERE EREBA
Huang Chunhua Beneficial owner 2,868,000 0.29%
Kt Note:

ZEMRM THBEBYY Holdings Limited$¥
B HE2 B BTRABYY Trusth Z 5
AYYT Lmited T #58 » 528 AR #6 R BE
EENEBETRZTRAEFL2EHR
BHRE

These shares are held through YY Holdings Limited, the entire
issued share capital of which is held by YYT Limited, the
trustee of YY Trust, the discretionary object of which is a
company wholly owned by Ms. Qian Yuanying, the spouse of
Mr. Jiang Quanlong, and her children.

ANNUAL REPORT 2004 4 i
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HEWHLIEE (BE)BRQRA

2. Interests in shares, underlying shares or equity interests
in associated corporations

(a) Xinwei Rare Earth Group (Hong Kong) Limited

o 514 ERTROEE
Director Capacity Number of issued shares
R ERBEAA B EEIRER 1 7,000,0004%
Jiang Quanlong Beneficial owner 7,000,000 non-voting deferred shares
TR ERBEBAA & R IR T A 0 3,000,000
Qian Yuanying Beneficial owner 3,000,000 non-voting deferred shares

HEFENKBLER DA

(b)  Yixing Xinwei Leeshing Rare Earth Company Limited

s BEMtE LN
Director Nature of interest Equity interests
¥ oREE RENA 2 (K E)

Jiang Quanlong

Interests of a controlled corporation (note) 5%

.I'

m i

YY Holdings Limited

(©) YY Holdings Limited

B3 g7 ERITROKE
Director Capacity Number of issued shares
BITH ERELzEHmA B AR
Qian Yuanying Beneficiary of a trust 1 ordinary share
BITR ERESZRHEA 18 5t B 17 25,000
Qian Yuanying Beneficiary of a trust 25,000 preference shares
Bt et Note:

ZERRDEREENBEERS
BABRE - ZPECEBRER
BEEAEERIOWER  BTH
10%ERBEFRHE « BEEN
RZEEMNEERERA -

The equity interest is held by Yixing Xinwei Group Co.
Ltd., a PRC domestic enterprise 90% owned by Mr.
Jiang Quanlong, with remaining 10% owned by his
son. Mr. Jiang is also the legal representative of the
enterprise.



3. RAD R EE R M E R 3. Interests in underlying shares of the Company
ERLBRE EARARE#1T
=) %) TEHTROHE RAMBED
Number of shares
issuable under % to the issued share
Director Capacity options granted capital of the Company
BERE EnliE A
Fan Yajun Beneficial owner 5,000,000 0.51%

BRERT LAEEOMABNTXE
PeigEst 8l K E -

BEdgeES R_TTNFEF+ A=+ —
B REIEFRPEGN] E35216MFE
ZERMAMSE  MEARAEFTLITHAE
HAEBMBEALTR AR REBERRRZK

1/

i

S

AR ERESBAELARARFHEM

= Nz NN
mIRE ©

)

e

BRES
AEEEHARIMAERAAZES LTHL
(TEMRAD FVIE 2B R-_FTNEF
NAOA  RRABBERBERER-AAA
FTA+THBRANZBERES ([EFTE])
BB R B ([Fat81)) - RNER
BRIEE KRR T EREBEEE—F
BRHOBRE  HEFIRMAEEMLTESD
AREBAEREBEEFEHCSREMNEL LA
WARITRZBREDAITE REEFEZ
X - ZEBBREBBERR - LA TUIT
f& o

Details of the options granted to the above directors were

disclosed in “Share Option Scheme” below.

Save as disclosed above, as at 31 December 2004, none of the
directors or chief executive of the Company and their associates
had or was deemed to have any interest or short position in the

shares, underlying shares and debentures of the Company and its

associated corporations as recorded in the register kept under

Section 352 of the SFO.

SHARE OPTION SCHEME

On 4 June 2004, the shareholders of the Company approved the
termination of the share option scheme adopted on 14 October
1999 (the “Old Scheme”) and the adoption of a new scheme
(the “New Scheme”) for the purpose of coping with the
amendments introduced to Chapter 17 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). Upon the termination of the Old
Scheme, no further options would be offered pursuant to the Old
Scheme but the Old Scheme would in all other respects remain in
force to the extent necessary to give effect to the exercise of the
outstanding options granted under it prior to its termination, and
such outstanding options will continue to be valid and exercisable

in accordance with the provisions of the Old Scheme.

25
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The major terms of the New Scheme are as follows:

The purpose of the New Scheme is to enable the Group
to grant options to the eligible participants as incentives or

rewards for their contribution to the Group.

The eligible participants included any employee (whether
full-time or part-time, including any executive director), any
non-executive director, any shareholder, any supplier and
any customer of the Company or any of its subsidiaries or
any entity in which any member of the Group holds any
equity interest, and any party having contribution to the

development and growth of the Group.

Under the New Scheme, the total number of shares
available for issue is 98,695,305 which represents
approximately 10% of the issued share capital of the

Company as at the date of this report.

The maximum entitlement of each participant under the
New Scheme in any 12-month period should not exceed
1% of the issued share capital of the Company for the

time being.

The exercisable period of an option granted may be
determined by the directors and which should not end

later than 10 years after the date of offer.

Any offer for the grant of an option may be accepted by
the participant within 21 days from the date of offer with a
consideration of HK$1 paid.

The exercise price may be determined by the directors

provided that it should not be less than the highest of:

the closing price of the shares of the Company as
stated in the Stock Exchange’s daily quotation sheet

on the date of offer;



ii. EEZNEANOEZXRAR ii. the average closing price of the shares of the

PEIRORB R ARER Company as stated in the Stock Exchange’s daily
PRz FARTE: Rk quotation sheets for the five business days

immediately preceding the date of offer; and

iii. RARRNDEE ° iii. the nominal value of a share of the Company.
8. Mg —TTmMERA+AR A 8. The New Scheme is valid and effective for a period of 10
HAEGENERETFRNBER - years from 18 June 2004, the date of the New Scheme
adopted.
RAFER - WEBKRERERT SR8 % During the year, no option was granted, exercised, cancelled or
B 176 BUBSRR - lapsed under the Old Scheme or the New Scheme.
|
By i
RZTZNF+ZA=+—H8 ' REFEE Details of options which have been granted under the Old Scheme 21
REMmmARTREBRESBNT - and remain outstanding as at 31 December 2004 were as follows:
BREHE
Number of options
R-ZZEZENF R-ZZZENEF
WEA R BH TEE —A—HEF tTZA=+—-BHH
Held at 1 Held at 31
Grantee Date of grant Exercise price January 2004 December 2004
EF
Director
BRE —EE=Ff-A=+=H 1108 T
Fan Yajun 23 January 2003 HK$1.10 5,000,000 5,000,000
T
Employees
=X —EE=Ff—-A=-+=H 1.10/8 7T
In aggregate 23 January 2003 HK$1.10 1,500,000 1,500,000
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The options granted are exercisable between 27 January 2003 to
26 January 2013, provided that 50% of the options granted shall

not be exercised prior to 27 January 2004.

The options granted are not recognized in the financial statements
until they are exercised. The directors consider that it is not
appropriate to disclose the value of options granted during the
year as a number of factors crucial for the valuation cannot be
determined accurately. Any valuation of the options based on
various speculative assumptions would be meaningless and

misleading to the shareholders.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement,
which enable any of the directors or chief executive of the Company
or their spouses or children under the age of 18 to acquire benefits
by means of the acquisition of shares in, or debentures of, the

Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS

So far as is known to the directors, as at 31 December 2004, the
interests and short positions of shareholders, other than the
directors or chief executive of the Company, in the shares and
underlying shares of the Company as recorded in the register kept
by the Company pursuant to Section 336 of the SFO were as

follows:

1. YY Holdings Limited, the entire issued share capital of which
is held by YYT Limited, the trustee of YY Trust, the
discretionary object of which is a company wholly owned
by Ms. Qian Yuanying, the spouse of Mr. Jiang Quanlong,
and her children, was holding 592,550,000 shares of the
Company, representing approximately 60.04% of the issued

share capital of the Company as beneficial owner.



2. YY Trust®) 35 AYYT Limited ¥ 48 5 #
EEMBEE2HBEHFITREADYY
Holdings LimitedFfT # & 8 & 2 7] i 15
592,550,000 % &) 1 3%

3. Martin Currie China Hedge Fund
Limited AR B KB H M A AR AR
756,778,000/% » 411E AR R A E #1T
1% 15 §95.75% ©

4. Martin Currie Investment Management
Limited AR B KB F 156 KR AR
765,683,000/% * #(E RN R A C#EIT
& 7 #96.65% °

B EligES R-_TTOF+ A=+ —
A REIEFLBEGI]E336GMEFE
ZELMAME  BRARAEZRITRAE
IASN - BEEEMATRBARRRREARAZ
BOIBEBAERNFEEMNREIRE -

EEREHNNES
FRAEEBASNREMERERESL
ERAINEGNTHCEERNHEERS
RARMEORBEUNRHEAERDOZHE
AN o BREEREMEEMN L OHE
#495 12,695,000/ 7T °

FR - AEEREBERRAEEAMENRE
BRERHERTSHRERLAET - FR - #
ZEBOMEINHNEEMEEEANH AR
#)204,0007 TT °

2. YYT Limited, the trustee of YY Trust, was deemed to be
interested in 592,550,000 shares of the Company held by
YY Holdings Limited the entire issued share capital of which
is held by YYT Limited.

3. Martin Currie China Hedge Fund Limited was holding
56,778,000 shares of the Company, representing
approximately 5.75% of the issued share capital of the

Company as investment manager.

4. Martin Currie Investment Management Limited was holding
65,683,000 shares of the Company, representing
approximately 6.65% of the issued share capital of the

Company as investment manager.

Save as disclosed above, no other party, other than the directors
or chief executive of the Company, had notified the Company that
he had any interest or short position in the shares or underlying
shares of the Company as recorded in the register kept under

Section 336 of the SFO as at 31 December 2004.

DIRECTORS' INTERESTS IN CONTRACTS

During the year, the Group arranged export sales of its products
outside the PRC using the export quota of Yixing Xinwei Group
Co. Ltd., a PRC domestic enterprise 90% owned by Mr. Jiang
Quanlong, at nil consideration. Export sales handled through this

arrangement amounted to approximately HK$12,695,000.

During the year, the Group leased two office premises from Mr.
Jiang Quanlong for use as its sales and marketing office. During
the year, the total operating lease rentals paid in respect of these

leases amounted to approximately HK$204,000.
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During the year, the Group paid approximately HK$46,000 as a
compensation to Wuxi Pan-Asia Environmental Protection
Technologies Limited, a related company in which Ms. Qian

Yuanying has beneficial interests, for the use of its office premises.

Save as disclosed above and in Note 27 to the financial statements,
no director had a beneficial interest, either direct or indirect, in
any contract of significance to which the Company or any of its
subsidiaries was a party at the balance sheet date or at any time

during the year.

MANAGEMENT CONTRACTS
No contract concerning the management and administration of
the whole or any substantial part of the business of the Group

was entered into or existed during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

There has been no purchase, sale or redemption of any of the

Company's listed securities by the Group during the year.

MAJOR CUSTOMERS AND SUPPLIERS
The percentages of sales and purchases for the year attributable

to the Group's major customers and suppliers are as follows:

Sales

— the largest customer 10%
— five largest customers combined 34%
Purchases

— the largest supplier 17%
— five largest suppliers combined 41%
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None of the directors, their associates or any shareholders which
to the knowledge of the directors, own more than 5% of the
Company's issued share capital has any interest in the share capital

of any of the five largest customers or suppliers of the Group.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's
Memorandum and Articles of Association and the Cayman Islands
Companies Law in relation to the issue of new shares by the

Company.

CORPORATE GOVERNANCE

The Company has, throughout the year ended 31 December 2004,
complied with the Code of Best Practice as set out in Appendix
14 of the Listing Rules which was in force prior to 1 January
2005, except that the non-executive directors are re-appointed
without a specific term but merely subject to retirement by rotation

in accordance with the Company's Articles of Association.

The Company has an audit committee with written terms of
reference in compliance with the Code of Best Practice throughout
the year. The audit committee comprises the independent non-
executive directors of the Company, Messrs. Liu Yujiu, Huang
Chunhua and Jin Zhong. The audit committee has held regular
meetings during the year and it has reviewed the results for the

year ended 31 December 2004.

The Code of Best Practice as set out in Appendix 14 of the Listing
Rules was replaced by the Code of Corporate Governance Practices
effective from 1 January 2005. The Company is taking appropriate

actions to comply with the code.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 of the Listing Rules. Having made
specific enquiry, the Company confirmed that all directors have

complied with the required standards as stated in the code.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, the Company has
maintained sufficient public float as required under the Listing

Rules during the year.

AUDITORS
In 2002, Messrs. Arthur Andersen & Co., who acted as auditors of
the Company since 1999, resigned and Messrs. Ernst & Young

were appointed as auditors of the Company. Messrs. Ernst & Young

resigned on 12 March 2003 and Messrs. KPMG were appointed
as auditors of the Company. Messrs. KPMG resigned on 17 April
2003 and Messrs. Ho and Ho & Company were appointed on 5
May 2003 as auditors of the Company.

Messrs. Ho and Ho & Company retire and, being eligible, offer
themselves for re-appointment. A resolution to reappoint Messrs.
Ho and Ho & Company as auditors of the Company will be

proposed at the forthcoming annual general meeting.
On behalf of the Board
Jiang Quanlong

Chairman

Hong Kong, 7 April 2005
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OB ED R &S AUDITORS' REPORT

HO AND HO & COMPANY

Certified Public Accountants

Room 304, Arion Commercial Centre,
-12 Queen's Road West,

Hong Kong

To the shareholders of
China Rare Earth Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 35 to 75
which have been prepared in accordance with accounting principles

generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company's directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied

consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those statements and to report our opinion solely to
you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for

the content of this report.
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BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation
of the financial statements, and of whether the accounting policies
are appropriate to the circumstances of the Company and the

Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from

material misstatement. In forming our opinion we also evaluated

the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a

reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of
the state of affairs of the Company and the Group as at 31
December 2004 and of its profit and cash flows of the Group for
the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

Ho and Ho & Company

Certified Public Accountants

Hong Kong, 7 April 2005
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BE-_ZTNE+-_A=+—-BILEFE
For the year ended 31 December 2004 35
—TEMF —TE=F
2004 2003
Bt 5 FHET FHET
Notes HK$'000 HK$'000
=E - Turnover (5) 665,320 457,077
§H € B A Cost of sales (484,884) (345,042)
E A Gross profit 180,436 112,035
MERA Interest income (6) 2,049 3,414
HERDHER Selling and distribution expenses (19,329) (14,206)
THRER Administrative expenses (24,330) (25,975)
H g A F 58 Other income, net 2,339 1,114
i Profit from operations @) 141,165 76,382
B 75 B AN Finance costs (8) (2,117) (97)
B 7% B & Profit before taxation 139,048 76,285
HIA Taxation an (17,973) (9,246)
B > B BR 3R HE %5 BT s A Profit before minority interests 121,075 67,039
D EIR R E =S Minority interests (1,651) (461)
NEE s A F 5 Net profit for the year 119,424 66,578
% 2 Dividends (12) 19,739 19,739
TR & F Earnings per share (13)
—ER - Basic 12.3 centsy& Ll 8.2 centsi Il
—#E — Diluted 12.3 centsy& Ll N/AZ i F
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= B f& & CONSOLIDATED BALANCE SHEET

R-ZZTZEWE+=_RA=+—H
As at 31 December 2004

—EETE —EE=F
2004 2003
Bt 5 FHET FHEIT
Notes HK$'000 HK$'000
FRBEE Non-current assets
kS Goodwill (14) 136,918 -
M - BB RERE Property, plant and equipment
ARFEETE and construction-in-progress (15) 559,798 391,898
696,716 391,898
mE) & E Current assets
& Inventories (17) 225,237 204,299
JE LS BR 3R R L th JE 3R Accounts and other receivables (18) 203,556 138,280
BRRE ek Prepayments, deposits and
HEtmEEE other current assets 73,435 102,291
JRE L2 7 Bk R B SR IE Amount due from a related company  (27a) - 46
[EEEEERER Pledged deposits (19) 1,418 -
ReRRITER Cash and bank balances (20) 227,000 254,262
730,646 699,178
mE) B E Current liabilities
J& 1F BR X Accounts payable @2n 55,882 43,255
TEIR B A R E M BN R Accruals and other payables 25,937 21,296
JEE = RIE Amounts due to directors (27¢) 10,067 8,436
JE 1F B Bk X B R IE Amounts due to related companies (27a) 8,713 46
JE < 7 18 Tax payable n 7,061 5,364
107,660 78,397
MEEEFE Net current assets 622,986 620,781
EERBRTBDAME Total assets less current liabilities 1,319,702 1,012,679
DHRRE R Minority interests (17,471) (15,820)
1,302,231 996,859
B AR K Capital and reserves
[N Share capital (22) 98,695 81,445
Gk Reserves (23) 1,203,536 915,414
1,302,231 996,859

HREBETENPBERRR _ZTZAFN

The financial statements on pages 35 to 75 were approved and

AtBERES=SaRKERMH  WH T authorised for issue by the Board of Directors on 7 April 2005
BERREE: and are signed on its behalf by:

BRE
EF

ANNUAL REPORT 2004 F #g

$# TR Jiang Quanlong
EF Director

Qian Yuanying
Director
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RZZTTWFE+=_RA=+—H
As at 31 December 2004

—ZENE —ET=F
2004 2003
Bt 5 FHET FHEIT
Notes HK$'000 HK$'000
EMBEE Non-current assets
ME - BB RE Property, plant and equipment
A RFERETE and construction-in-progress (15) 210 162
BB A Al Interests in subsidiaries (16) 856,729 640,850
856,939 641,012
mEN & BE Current assets
BRRIE - Re Rk Prepayments, deposits and
Himeh&E other current assets 801 684
RERRITET Cash and bank balances 254 3,156
1,055 3,840
mEN B E Current liabilities
TEREAREMERNK Accruals and other payables 1,134 1,182
FEE = RIE Amounts due to directors (270) 8,652 6,492
9,786 7,674
mENEEFHE Net current liabilities (8,731) (3,834)
848,208 637,178
BEARKFEE Capital and reserves
& 7R Share capital 22) 98,695 81,445
1 Reserves (23) 749,513 555,733
848,208 637,178

BN EIETSENMBERER ST REFN
BrtBES=eHARKREQNM - XA T

EERREE

B REE
EF

and are signed on its behalf by:

Jiang Quanlong

The financial statements on pages 35 to 75 were approved and

authorised for issue by the Board of Directors on 7 April 2005

Qian Yuanying

Director
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HE-_ZZOF+_A=+—HLEFE
For the year ended 31 December 2004

i & M = # B Ik CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HER#
Bx  RGEE EXRE  ETRE  RERK #E  RSEAN L
Exchange
Share Share Capital ~ Statutory  Dividend translation Accumulated
capital  premium reserve reserves reserve reserve profits Total
ThERL TAL TARL ThEL TAL TERL ThEL TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZEE=F-f—-H At T January 2003 81,445 412,485 32,837 41,684 8,144 3,597 358,233 938,425
AEERTFE Net profit for the year - - - - - = 66,578 66,578
BHETHRE Appropriations to
statutory reserves - - - 4,890 - - (4,890) -
Bz RE Dividends set aside
(Fiz12) (Note 12) - - - - 19,739 = (19,739) =
EN=-Z5= Dividends paid for 2002
AR final dividend - - - - (8,144) - - (8,144)
RZFE=F+ZA=1—H At 31 December 2003
RZTENE-A-A and 1 January 2004 81,445 412,485 32,837 46,574 19,739 3,597 400,182 996,859
AERRARG Issue of shares during
the year 17250 189,750 - - - - - 207,000
RAOETER Share issue expenses - (1313) - - - - - (1313)
RERENFE Net profit for the year - - - - - - 119,424 119,424
ELETRE Appropriations to
statutory reserves = = = 10,400 = = (10,400) =
B2k Dividends set aside
(Hiz12) (Note 12) - - = - 19,739 = (19,739) =
BEN=22=%F Dividends paid for 2003
AARE final dividend - - - - (19,739) - - (19,739)
RZBEMETZA=T—H At31 December2004 98695 600922 32,837 56,974 19,739 3597 489467 1,302,231
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BE_ZZME+_A=1+—HLFE

For the year ended 31 December 2004 39

—ZENEF —EE=F

2004 2003

FAT FAT

HK$'000 HK$'000
KETEE Operating activities

B B AT A Profit before taxation 139,048 76,285
FHEIEER Adjustments for:

MEZH Interest expenses 2,117 97

MEKA Interest income (2,049) (3,414)

ME - BEREKHEZ Amortisation and depreciation on property,

B RITE plant and equipment 50,726 35,929

M - BB R&REA KR Loss on written off of property, plant and

fER TRz MsHE R equipment and construction-in-progress - 94

BREWME  WENEH (Gain)/loss on disposal of property,

z (=) /i plant and equipment (96) 42

7 2 5 Amortisation of goodwill 6,577 =

FEEE Provision for inventories 184 30

& M Written off of inventories - 56

£ o RIEEER Written back of provision for bad and

B doubtful debts (477) =

RIBIRE A Provision for bad and doubtful debts - 160
HEESEBHIMN Operating cash flows before movements

KRERERE in working capital 196,030 109,279
fFE M Increase in inventories (19,139) (17,354)
JE IR BR 3k Ko E 4 JEURZR3E N Increase in accounts and other receivables (35,439) (11,631)
TENFIE - e hHEMEE  Decrease/(increase) in prepayments,

BERL () deposits and other current assets 418 (2,460)
JiE Uiz B B 1 B 3R I8 Decrease/(increase) in amount due

B, (38 n) from a related company 46 (46)
FEEERIE I, G d) Increase/(decrease) in accounts payable 11,403 (8,120)
RIRERARBEENFEH Increase in accruals and other payables,

B A H M FE 5 RIS A0 including PRC VAT payable 537 4,745
FESTEE = FRIEE Increase in amounts due to directors 1,631 4,299
JIE 1<F 8 Bk X &) SRR R Decrease in amounts due to related companies (2,673) (59)
B EMEH Enterprise Income Tax paid (16,364) (6,116)
KEFHMENREFH Net cash generated from operating activities 136,450 72,537
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40 For the year ended 31 December 2004
—ZENMEF —EE=F
2004 2003
FAT FTAT
HK$'000 HK$'000
REED Investing activities
BEWE BWELRKRE Purchase of property, plant and equipment and
NRERTIEX N expenditure on construction-in-progress (126,063) (74,747)
BEME BELRXE Decrease/(increase) in prepayment and
A REZETER deposits paid for purchase of property,
ERREkES plant and equipment and
L (i) construction-in-progress 28,484 (71,616)
BREWME  BENIKE Proceeds from disposal of property,
NRERTR plant and equipment and
P53 construction-in-progress 170 =
[REAEEECE /Sl Increase in pledged deposits (1,418) -
B4 F B Interest received 2,049 3,414
W REMT B A R ATE M Net cash inflow from acquisition
BeF8 (HiF28) of subsidiaries (Note 28) 3,405 =
RETBFERAMNIR S FHE Net cash used in investing activities (93,373) (142,949)
BMEEH Financing activities
FIGIRITE K Newly raised bank loan 47,170 =
EERITER Repayment of bank loan (94,340) -
SRR Dividends paid (19,739) (8,144)
[ERNPAUPSS Interest paid (2,117) (97)
BATIRAE Share issue expenses (1,313) -
MEETBERANR S FE Net cash used in financing activities (70,339) (8,241)
RBe B2 FEIHEE ML FEE Net decrease in cash and cash equivalents (27,262) (78,653)
FOHReAALEFEEE Cash and cash equivalents at beginning
of the year 254,262 332,915
FRBEE LR ECEEEE Analysis of the balances of cash and
mED cash equivalents at end of the year
Re MIBITET Cash and bank balances 227,000 254,262

ANNUAL REPORT 2004 4 #



—BEH
AATRAS BB EMA LA HER
LMBRELLT  KRHNESHA
RHMBRAR LT °

AEERERENHERLER (B
REEMEMAER (BRERBEEE

fn) °

RLEANSEARELENER
%

ARG AE ([EMAg])ERM
ZEMEREET 2 BEMBREER
EEEGHEN([HEREMBREE
A1) YR -—TTRF-—A-—HHEZE
Fitaz @t B AR -

AEBTARBE_ZETNFEF+=_A=
T-HLEFEZUBHRRBARMNZE
FEBMBRELED - AEED BT
BZEHBEAVNBREEANZTE  H#
HMAEHAZETEAVBEREERE
CHHELEEBRIBMRABRERY
@,

EERHEK
KB BBREREERARIEREE
AL B TR BY -

AR BHREZBRBEFELREFRAK
SR ASEMO S ERMARE - AT
RAZEESFABREAN TN

(a) #EERBEZEE
RiFE W ERERBIEARRD R REM
BRAIGEHEEZE+_A=+—H
IE B Bk o

B % ok M

BE-_ZTTMET-_A=1+—BILEE
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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For the year ended 31 December 2004
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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.

45
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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.
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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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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
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No provision for deferred taxation has been recognised in
the financial statements as there are no significant temporary

differences.



12.

13.

B % xR M E

E-TTNFF+_A=+—HILEFE
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
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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 -
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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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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

ANNUAL REPORT 2004 4
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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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=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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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
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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$0.10 each were issued.
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#E 23. RESERVES
x&E The Group
R EE HERR
(KWita)  EARE  EERE  REREG ffE  RiEA B
Share Exchange
premium Capital Statutory Dividend translation Accumulated
(Note a) reserve reserves reserve reserve profits Total
TAL ThL TEL TAL ThAL ThL TEL
HK$'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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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

©

2

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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29.

s B Fft 8 1~ )
N-ZEZME—A-+NB  KEEMA
FHR1.208 L 2 B #17172,500,000
& & 207,000,000 TR R - 1EA
WREEEHZERABEARBRARAZ
&0 # % #9 Dynamic Goal Worldwide Inc.
NEBEBTROZIFERSKE - ZR
SERBKBEEENE -

BBz EBIMT
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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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“EENFE —TT=F —TT-F —TTE-F —TTETHF
2004 2003 2002 2001 2000
FAET FAET FHET FAT FAET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
S Turnover 665,320 457,077 467,663 617,808 558,231
HE B AR Cost of sales (484,884) (345,042) (363,610) (434,757) (367,455)
EF Gross profit 180,436 112,035 104,053 183,051 190,776
B 5% BT ) Profit before taxation 139,048 76,285 48,915 146,707 145,679
18 Taxation (17,973) (9,246) (8,593) - -
B 8RR Profit before minority
1 %5 A s £ interests 121,075 67,039 40,322 146,707 145,679
DR R Minority interests (1,651) (461) 710 (4,493) (4,756)
REZHEFFE  Net profit for the year 119,424 66,578 41,032 142,214 140,923
R+=—BA=+-H
As at 31 December
—TTNFE Z—ZET=F —TT-F —ZTT—F —TTLTHF
2004 2003 2002 2001 2000
FAT FAT FAET FAT FAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
MENE E Current assets 730,646 699,178 675,834 591,636 452,631
FRBEE Non-current assets 696,716 391,898 353,216 425,242 216,569
EEBE Total assets 1,427,362 1,091,076 1,029,050 1,016,878 669,200
mEAE Current liabilities 107,660 78,397 75,266 79,081 102,445
FrRBEaE Non-current liabilities - - = = 34,320
BEBE Total liabilities 107,660 78,397 75,266 79,081 136,765
LERRES Minority interests 17,471 15,820 15,359 16,069 11,582
BEFME Net assets 1,302,231 996,859 938,425 921,728 520,853
&N Share capital 98,695 81,445 81,445 81,445 67,529
18 Reserves 1,203,536 915,414 856,980 840,283 453,324
B R iE Shareholders’ equity 1,302,231 996,859 938,425 921,728 520,853
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