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To Shareholders:

On behalf of the Board of Directors (the “Board”), | am pleased to
present to you the annual results of China Rare Earth Holdings
Limited (the “Company”) and its subsidiaries (collectively the

“Group”) for the year ended 31 December 2021.

In 2021, the COVID-19 pandemic appeared to have been brought
under control in many countries. Increase in vaccination rates and
borders opening around the world were beneficial for international
trade and global economic recovery. Further, the world began to
pay more attention to climate change and low-carbon energy while
more countries are actively promoting the reduction of carbon
emissions and the development of renewable energy industries
resulting in increased demand in markets such as wind power
generation and new energy vehicles. In March 2021, the State
Council in China issued the “Outline of the 14th Five-Year Plan for
National Economic and Social Development of the People’s Republic
of China and the Long-Range Objectives Through the Year 2035”
(HREARANBBEREEMEERERETHELFREN_F
—HEFRS=BIEME)) which proposed the development of
strategic emerging industries rapidly increasing demand for rare
earth in the field of new energy. The market outlook for rare earth

products is therefore optimistic.

As for the refractory materials products, market competition has
increased markedly even though various industries have resumed
production in China. Nevertheless, with a continued rebound in
business activities, a bright prospect is expected in the development

of the industry.
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CHAIRMAN'S STATEMENT

FINANCIAL RESULTS

For the year ended 31 December 2021, the Group recorded revenue
of approximately HK$1,212,471,000, up by about 9% when
compared to that of HK$1,112,317,000 in 2020. Revenue from the
Group’s rare earth products rose by about 6% to approximately
HK$858,249,000 from HK$809,120,000 in 2020 and accounted for
about 71% of total revenue of the Group. As for refractory
products, revenue increased by about 17% to HK$354,222,000
from HK$303,197,000 in 2020 accounting for about 29% of total
revenue of the Group. The Group’s overall gross profit margin was
about 7%, which is at a similar level to the margin in 2020. During
the year, the Group recorded a net profit of about HK$25,436,000,
an increase of about 23% from HK$20,608,000 in 2020. Earnings
per share rebounded to about HK 1.04 cents (2020: HK 0.84 cents).

BUSINESS REVIEW

Rare Earth Business

In 2021, countries around the world began to gradually come out
of the haze of the epidemic and the global economy recovered at a
gradual pace. Heeding the increased demand for “carbon
neutrality” and “carbon emissions reduction”, new energy or clean
energy products were increasing in popularity. The development of
electric vehicles and wind power generation, etc., directly impacted
the market demand for rare earth magnetic materials as well as the
product price. At the same time, Sino-US trade relations remained
strained. China’s State Council announced that the legislative work
plan for 2021 regarding rare earth governance regulations and
Ministry of Industry and Information Technology under its
jurisdiction also stated that it would launch the "Rare Earth
Regulations” in the near term. The price of rare earth products
remained high due to China’s industrial policies. On the other hand,
the border between China and Myanmar continued to be blocked
due to political instability in Myanmar alongside the impact of the
pandemic seriously affecting the import of raw materials from
Myanmar and thus supporting the rare earth products price at the

high range.
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The Group continued to adjust its product portfolio in response to
market demand. During the year, the Group sold approximately 880
tonnes of rare earth products, a decrease of approximately 35%
compared with last year. Segment revenue was approximately
HK$858,249,000, an increase of approximately 6% compared with
last year. The Group mainly sold the rare earth elements that could
be applied in magnetic materials and the average price of such rare
earth elements increased compared with last year. For examples, the
price of dysprosium oxide increased by around 40% and the price
of praseodymium neodymium oxide and terbium oxide increased by
approximately 70% to 80% respectively. Segmental gross profit

margin was about 4%, slightly increased compared with last year.

In recent years, China has upheld the importance of green
production to protect the environment while pursuing economic
growth in order to achieve sustainable development. As a result, the
central government and even local government have introduced
various environmental protection requirements, such as tightening
the requirements for handling smelting slag in the manufacturing
process of rare earth products and sewage purification and
discharge. As a comprehensive upgrade was launched by the local
government which targeted the environmental measures within the
region, many chemical plants were reduced or suspended
production to cooperate with the move. The Group has always
valued environmental protection standards and proactively
cooperated with the local government’s work. In addition to limiting
the operation of the rare earth separation production line, it has
also allocated more resources for waste disposal management.
Although this has led to an increase in production cost, the Group
will not hesitate to do its part to protect the environment with the
mission to maintain sustainable business development. Fortunately,
the Group has transformed the rare earth business model into
trading and further processing aspects, along with production
focusing on the value-added high-end products such as rare earth
oxides with special granularity. As such, the related impact was

limited.
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In terms of the geographic market distribution, the sales of the
Group’s rare earth products were still mainly focused on the
domestic market in China. Export to overseas market such as Japan

was only accounted for less than 2% of the segment revenue.

Refractory Materials Business

In 2021, the pandemic in China has greatly moderated compared to
last year, industries like steel, non-ferrous metals, glass, cement,
ceramics and petrochemicals have resumed work and production.
The situation in various domestic industries was better than that in
the previous year. The iron and steel industry continued to deepen
the supply-side structural reform, further consolidate the
achievements of iron and steel capacity removal and promote the
technological transformation of the industry; while the production
of non-ferrous metals has maintained steady growth, investment in
fixed assets has recorded positive growth and remarkable results
have been achieved in ensuring supply and price stabilization. The
overall outlook of the industry was positive with a certain rigid
demand for refractory materials maintained. However, the refractory
industry faced not only opportunities but also challenges. After
surviving the epidemic, various enterprises were cautious in their
procurement and have tightened operating expenses. When
sourcing refractory products, they concerned not just with product
quality but were also becoming more cost-conscious and have

imposed price pressure on suppliers.

During the year, the Group's refractory materials segment posted
revenue of approximately HK$354,222,000, increased by about
17% when compared with last year. The segmental gross profit

margin was 15%.
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During the year, the Group sold approximately 34,800 tonnes of
refractory materials products, which was an approximate 25%
increase compared to last year. However, the average selling prices
of major products like fused magnesia-chrome bricks and casting
materials decreased by 15% resulting in a limited increase in
revenue which was approximately HK$293,092,000, an increase by
about 13% when compared with 2020. During the year, the price
of refractory raw materials increased. Especially during the third and
fourth quarters, the shortage of domestic electric supply caused
fluctuations in the price of refractory raw materials. Some of the
price increased more significantly, and coupled with the increase in
labour cost according to the market trend. As a result, related gross

profit margin decreased to approximately 15%.

The Group’s magnesium grains business secured steady recovery
during the year. The economic activities in Northeast China
rebounded when the pandemic moderated in 2021. Local
government began to allow enterprises to resume production in an
orderly manner. The resumption of work and production in
industries such as steel and non-ferrous metals has also boosted the
demand for refractory raw materials resulting in an increase in the
price of magnesia and other materials. The Group sold
approximately 22,200 tonnes of magnesium grains products in
2021, an increase of approximately 15% over last year. The average
selling price of the products increased by approximately 20%
compared with last year and related sales value significantly
increased by about 40% over last year to approximately
HK$61,130,000. The related gross profit margin increased to

approximately 10%.

In terms of the geographic market distribution, the Group’s
refractory products were still focused on the domestic market in
China during the year and it accounted for approximately 82% of
the segment revenue. The Japanese market accounted for about
12% and the remaining 6% were taken up by other markets,
including the European market, other Asian market and Southern

American market.
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PROSPECTS
The Chinese government has specified in the “Qutline of the 14th

Five-Year Plan for National Economic and Social Development of the
People’s Republic of China and the Long-Range Objectives Through
the Year 2035" ((HEARKAMEHELENGSERETHER
FHEN-_Z=RFEXHFEME)) that China will focus on
strategic emerging industries, including next-generation information
technology, biotechnology, new energy, new materials, high-end
equipment, new energy vehicles, green and environmental
protection technology, aeronautics and astronautics and marine
equipment. At the end of 2021, the Ministry of Industry and
Information Technology of China encouraged rare earth enterprises
to merge and restructure during the 14th Five-Year Plan period, and
would support rare earth enterprises to extend their downstream
industrial chains to enhance their development capabilities and
brand influence. The rare earth industry as a whole will move into a
stage of development that focuses on mid-to-high-end applications
and high added value to give full play to the strategic value of rare
earth applications. With an increase in demand and application of
high precision technologies, the application and development of
rare earth technology will be promoted and the overall rare earth

industry will develop in a steady and healthy trend.

As an important strategic resource, the demand for rare earth has
attracted greater market attention amid global economic uncertainty
due to the unclear Sino-US trade relations and market volatility
brought on by the Russia-Ukraine war that broke out in early 2022.
On the other hand, the political instability in Myanmar continues to
affect the supply and price of rare earth materials. The Group will
continue to monitor the situation and adjust its business strategies

in response to changes in market supply and demand.
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It is the Group’s long-term policy to seek opportunities for
cooperation and to continue to enhance its corporate resources. At
the end of 2021, the Group entered into a strategic cooperation
framework agreement with China Northern Rare Earth (Group)
High-Tech Company Limited to strategically cooperate in relation to
rare earth trading, rare earth deep processing and other relevant
aspects for the extension of rare earth cooperation industrial chain.
The parties shall maintain close communication, and make full use
of the Group’s overseas capital platform to revitalise the assets and
increase the degree of industrial integration. The cooperation is
expected to create synergies between the two parties and will

benefit the Group’s development in the long run.

The central and local governments in China are increasingly
demanding higher ecological conservation standards. In response,
the Group will continue to invest in upgrading its environmental
protection equipment and optimise its daily production processes to
sustain its development. In addition, some of the Group's
production equipment has been in operation for quite some time
and hence the time for replacement has come. The Group will take
environmental considerations into account when replacing

equipment.

On the other hand, although the refractory industry has benefited
from the recovery of the industries such as steel and non-ferrous
metal in China, business confidence remains weak. In today’s
business environment that is filled with intense price competition,
the Group believes every challenge is an opportunity. Leveraging its
high-quality standards, the Group remains optimistic in winning the
trust of its customers and is confident of maintaining business

growth.

In the long run, the Group continues to look for opportunities to
move upstream and is always prepared for vertical integration in the

industry.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group continues to adopt prudent financial measures and
retains sufficient liquidity for future investments and business
development. As at 31 December 2021, the Group held cash and
bank deposits totaling approximately HK$1,819,833,000,
representing a slight increase from approximately
HK$1,740,255,000 at the end of 2020, mainly due to the
appreciation of Renminbi during the year. Among the cash and
bank deposits at the end of the year as mentioned above, there was
approximately HK$1,817,366,000 denominated in Renminbi and
placed in the PRC. Accounts receivable before impairment loss
increased by approximately 18% to approximately HK$583,157,000
at the end of 2021 compared to the end of last year. Approximately
85% of them were aged less than six months and the risk of bad
and doubtful debts was limited. Taking the current market
conditions into consideration, the Group temporarily slowed down
the prepayment for materials that used to cope with the tight
supply of materials resources by the end of the year. The Group will
continue to make necessary adjustments according to market
situation. As at 31 December 2021, the Group’s net current assets
amounted to approximately HK$2,575,215,000, similar to the level
at the end of 2020. Total liabilities to total assets ratio remained at

approximately 5%.

During the year, the Group did not borrow from banks or financial
institutions. As at 31 December 2021, the Group has maintained a
financing facility of RMB150,000,000 (equivalent to approximately
HK$183,464,000) with a domestic bank by pledging certain
leasehold lands and buildings with a total carrying value of
approximately HK$43,740,000. The facility has not been utilised yet.
In addition, at the end of the year, the Group had no charge on
other assets nor holding any financial derivative products. The
Group has no significant exposure to interest rate risk. For foreign
exchange risk, most of the Group’s assets, liabilities and
transactions are denominated in Renminbi with the rest in US
dollars and Hong Kong dollars. During the year, the Renminbi
appreciated slightly which did not cause material fluctuation or
impact on the Group’s financial results. The Group will continue to
monitor changes in exchange rates and strive to minimise financial

risks.
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STAFF AND REMUNERATION

The Group continued to adjust its manpower structure in line with
business development needs. During the year, there were fewer
basic workers than at the end of last year as a result of the
restructuring of rare earth production facilities. As at 31 December
2021, the Group employed a total of approximately 360 employees
at all levels. Staff packages were slightly increased in line with
market conditions. The Group's staff costs for the year, including
directors’ emoluments, totaled approximately HK$38,749,000, an
increase of over 25% than that in 2020. The Group continued to
provide on-the-job training and further education opportunities for

its staff in order to maintain professional competence.

FINAL DIVIDEND
The Board did not recommend the payment of a final dividend for
the year ended 31 December 2021 (2020: Nil).

CONCLUSION
Looking ahead, the Group will continue to adopt appropriate

measures to meet the challenges and adjust its business strategies
to keep abreast of the times while keeping in line with the direction
of national policy development. The Group hopes to continue to
provide quality products and services to customers, improve the
diversification of products, move towards high technology arenas

and strive to enhance corporate value.

Finally, I would like to express my sincere gratitude to the members
of the Board of Directors, the management team, business partners

and all staff for their contributions.

Qian Yuanying
Chairman
Hong Kong, 29 March 2022
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EXECUTIVE DIRECTORS

Ms. Qian Yuanying, aged 63, is a founding member and the
chairman of the Group. Ms. Qian is responsible for the formulation
of the Group's overall business development policies. Ms. Qian is
recognised as a senior economist by Jiangsu Provincial Personnel
Department, and she is also qualified as a Chinese Career Manager.
Ms. Qian has over 30 years of experience in the rare earth and
refractory materials industries. Prior to the founding of the Group,
Ms. Qian was a high school teacher. Ms. Qian is also a director of
YY Holdings Limited, a substantial shareholder of the Company.
Ms. Qian is the wife of Mr. Jiang Quanlong, an executive director of
the Group, and the mother of Mr. Jiang Xin, the general manager

of the Group.

Mr. Jiang Quanlong, aged 69, is a founding member and was
previously the chairman of the Group until September 2017.
Mr. Jiang is responsible for internal and external coordination and
development of business relationship of the Group. Mr. Jiang is
recognised as a senior economist by Jiangsu Provincial Personnel
Department. Mr. Jiang has been appointed as the honorary
chairman of the council of Jiangsu Rare Earth Industry Association
since January 2021. Mr. Jiang has over 30 years of experience in the
rare earth and refractory materials industries. 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 also a director of YY
Holdings Limited, a substantial shareholder of the Company.
Mr. Jiang is the husband of Ms. Qian Yuanying, the chairman of the
Group, and the father of Mr. Jiang Xin, the general manager of the
Group. From 16 August 2006 to 15 September 2017, Mr. Jiang
served as the chairman and an executive director of Pan Asia
Environmental Protection Group Limited, the shares of which are

listed on The Stock Exchange of Hong Kong Limited.

Mr. Jiang Dawei, aged 38, joined the Group in 2006 and has been
appointed as the chief executive officer and an executive director of
the Group since 2017. Mr. Jiang is responsible for the overall
management of the Group and the marketing aspect of the Group's
business. Previously, Mr. Jiang was the head of the sales department
of Yixing Xinwei Leeshing Rare Earth Company Limited. Mr. Jiang
obtained a Bachelor degree of Business Administration from

Yangzhou University.
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Mr. Jiang Cainan, aged 63, joined the Group in 1986 and has
been appointed as an executive director of the Group since 2005.
Mr. Jiang is also the general manager of Yixing Xinwei Leeshing
Refractory Materials Company Limited and is responsible for the
operation and sales of refractory materials business. Mr. Jiang has

over 30 years of experience in the refractory materials industry.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Huang Chunhua, aged 58, joined the Group in 2001 as an
independent non-executive director of the Group. Mr. Huang
obtained a Ph. D degree in Marketing and a Master degree in
Business Administration from University of Strathclyde and a
Bachelor degree in Economics from Wuhan University. Mr. Huang is
the founder and chairman of Pasaca Capital Inc. and also founder
of Innova Medical Group Inc., the global leader of COVID-19 rapid
test kits and testing solutions. Mr. Huang was the deputy chairman
and an executive director of Hybrid Kinetic Group Limited, the
shares of which are listed on The Stock Exchange of Hong Kong
Limited, for the periods from November 2002 to October 2007 and
from June 2010 to December 2020. Mr. Huang was a director and
China equity market strategist of BNP Paribas Securities (Asia)
Limited for the period from May 2007 to April 2009. Prior to this,
Mr. Huang was an analyst of various securities companies.
Mr. Huang has extensive knowledge and experience in financial

market.

Mr. Jin Zhong, aged 70,

independent non-executive director of the Group. Mr. Jin graduated

joined the Group in 2004 as an

from the Faculty of Material Engineering of Wuhan Steel College,
specialising in refractory studies. Mr. Jin was previously the deputy
chief engineer of the head factory of Guiyang City Refractory

Materials Factory.
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Mr. Dou Xuehong, aged 83, joined the Group in April 2021 as an
independent non-executive director of the Group. Mr. Dou has over
30 years of experience in research, institutional and publication
works in relation to rare earth industry. Mr. Dou graduated from
the school of chemistry of Lanzhou University. After that, he worked
at Baotou Research Institute of Rare Earths where he was mainly
engaged in the research of hydrometallurgy of rare earth and
niobium. From 1983 to 1996, Mr. Dou served as the manager of
Rare Earth Information Centre of Baotou Research Institute of Rare
Earths, and also served as the editorial director of the society journal
“Chinese Rare Earths” issued by The Chinese Society of Rare Earths,
the editor-in-chief of the journal “Rare Earth Information” published
by the Rare Earth Office of the National Development and Reform
Commission, and the manager of the China Rare Earth Information
Net Office. Since 1996, Mr. Dou had participated and acted as
editor-in-chief of various projects such as “Research on China’s Rare
Earth Industry Development Strategy”, "“Yearbook of The Chinese
Society of Rare Earths”, and “China Rare Earth Development
Documentary”. In 2017, Mr. Dou participated in the publication of
“China Rare Earth — Dream of Powerful Country” and served as

editor-in-chief.

SENIOR MANAGEMENT

Mr. Jiang Xin, aged 37, joined the Group in 2008 and has been
appointed as the general manager of the Group since 2012.
Mr. Jiang is responsible for the marketing aspect of the Group’s
business. Mr. Jiang obtained a Bachelor degree in Arts majoring in
International Business, Finance and Economics from University of
Manchester and a Bachelor degree in Arts majoring in Business
Studies from University of Wales. Mr. Jiang has also been the
chairman and an executive director of Pan Asia Environmental
Protection Group Limited, the shares of which are listed on The
Stock Exchange of Hong Kong Limited. Mr. Jiang is a son of
Mr. Jiang Quanlong, an executive director of the Group and

Ms. Qian Yuanying, the chairman of the Group.
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Mr. Jiang Hongjun, aged 63, joined the Group in 2000. Mr. Jiang
is the deputy general manager of the Group and is responsible for
the daily administrative affairs of the Group. Mr. Jiang has over 30

years of experience in administrative management.

Mr. Huang Wang, aged 53, joined the Group in November 2019.
Mr. Huang is the general manager and the chief engineer of Yixing
Xinwei Leeshing Rare Earth Company Limited. Mr. Huang graduated
from the Faculty of Nonferrous Metallurgy of Northeastern
University. Prior to joining the Group, Mr. Huang was the chief
engineer or technical director of various rare earth companies.
Mr. Huang has extensive experience in production process of rare

earth and non-ferrous metal industry.

Mr. Hua Zhangang, aged 45, joined the Group in 2001. Mr. Hua is
the general manager of Wuxi Xinwei High Temperature Ceramics
Company Limited and is responsible for the operation of the high
temperature ceramics business. Mr. Hua graduated from the Faculty
of Materials Science and Engineering of Jingdezhen Ceramic
Institute. Mr. Hua has extensive experience in production

management of refractory materials.

Mr. Law Lap Tak, aged 51,
financial controller and company secretary of the Group. Mr. Law

joined the Group in 1999 as the

graduated in Hong Kong and obtained a Bachelor degree in
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 an audit manager in an international accounting firm
in Hong Kong. Mr. Law has been appointed as an independent
non-executive director of Macau E&M Holding Limited, the shares of
which are listed on The Stock Exchange of Hong Kong Limited, since

August 2020.



TEERER
ARBBORERRTZCEERATHEER -
ARACREBBHARIMER AR ([HX
Frl) &% LR A (T a3 A1) BH 8% + 7 B 3
MmeEERTR ((MEERTA ANTAR
RERAMBERERG 2 0 EEREMRTA - F
gRAE $“7#%i TE-—F+=H

St—HLEFER-EETREERTH -
ESETESFRS

ARBFERMTIERLETRME+MEZ L
MBETAEFETESFRINEESTH ([RE

SSRD @RI (TRBESFA) - EARBRBRE
EERE MAEEFHCHEINBE_T_—F
TZA=t-HLEFERA—BEETRETAR

RAESFA

FPXREBHRS
CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company is committed to attending good corporate governance
practices and procedures. The Company has adopted its own code
of corporate governance based on the principles and code
“CG Code")
contained in Appendix 14 of the Rules Governing the Listing of

provisions of the Corporate Governance Code (the
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). In the opinion of the Board,
the Company has complied with the CG Code throughout the year
ended 31 December 2021.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct (the “Company’s
Code") regarding securities transactions by directors on terms no
less exacting than the required standards set out in the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules. Having made
specific enquiry, the Company confirms that all directors have
complied with the required standards as stated in the Model Code
and the Company’s Code throughout the year ended 31 December
2021.
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BOARD OF DIRECTORS
The Board currently comprises seven members, consisting four

executive directors and three independent non-executive directors.

The composition of the Board and the attendance of the Board

meetings and general meeting during the year are as follows:

BRLE BITHA
No. of meeting(s) attended/held
Bx BEEg L E VN
Director Board meeting General meeting
BITES

Executive director

BLELL (F/E)

Ms. Qian Yuanying (Chairman)
BRELE

Mr. Jiang Quanlong

BNERE (TTHAER)

Mr. Jiang Dawei (Chief Executive Officer)
BAEmEE

Mr. Jiang Cainan

BYFHITES

Independent non-executive director

Mr. Huang Chunhua

SELE

Mr. Jin Zhong

BERAE (R=ZFE-—FHA—HEZT)
Mr. Duo Xuehong (appointed on 1 April 2021)
IRZEE (R-F-—F—ANAFE)

Mr. Wang Guozhen (passed away on 4 January 2021)

BREZgHI TRNFATRBUIENTE
FEHTESYTESOBRATRITT —REH

EEREENERNANFRFISAZIBAMNIES
REREBRANEENIA -
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77 171
717 11
717 171
717 171
717 il
77 171
717 11
717 171
717 0/1
717 0/1
717 11
717 171
4/4 01
4/4 01
0/0 0/0
0/0 0/0

Apart from Board meetings, the Chairman also held a meeting with
the independent non-executive directors without the presence of

executive directors during the year.

The biographical information of the directors are set out in
“Directors and Senior Management Profile” on pages 15 to 18 of

this annual report.
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Mr. Jiang Quanlong is the husband of Ms. Qian Yuanying. Save as
disclosed, there are no family or other material relationship among

the Board members.

TRAINING AND CONTINUOUS PROFESSIONAL
DEVELOPMENT OF DIRECTORS

Each newly appointed director will receive comprehensive, formal
and tailored induction on the first occasion of his/her appointment,
so as to ensure that he/she has appropriate understanding of the
business and operations of the Company and that he/she is fully
aware of his/her responsibilities and obligations under the Listing

Rules and relevant regulatory requirements.

There are also arrangements in place for providing continuing
briefing and professional development to directors whenever

necessary.

During the year, the directors of the Company have participated in
continuous professional development to develop and refresh their
skills and knowledge in accordance with code provision A.6.5 of the
CG Code. The Company has also provided information relating to
the regulatory update and extracted certain materials from the
website of the Stock Exchange to directors for their own study to
strengthen their understanding on the Listing Rules from time to

time.

PRACTICES AND CONDUCT OF MEETINGS
Notices of regular Board meetings are served to all directors at least
14 days before the meetings. For other Board and committee

meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each
Board meeting or committee meeting to keep the directors apprised
of the latest developments and financial position of the Company
and to enable them to make informed decisions. The Board and
each director also have separate and independent access to the

senior management whenever necessary.

Annual Report 2021 ## |

21



22

FPREGHRS
CORPORATE GOVERNANCE REPORT

RANERERBRIREMBEZEEARE
EEeATH EROCE-RNERERR
AN

ERENBERANGEFEEHNERER  MER
ZIRAAFHEESH - 2REFHIT2EHLK
BESRARMBENURERDRAMERSR
EEERERBLER -

RELAFZEZGER TR REIERREE
ENHEERZEARHGBHESTENEAERH
LEFEREHRLEENREE -

EIERITHRAR
EXQIRERTHRARATRANAEREE - £
FREMNEARBZEREBRREE  MITH
BREANBEAREXB 2 ERERE -

BAKHTES
BEETHEZEAN_ZS-_—F—-ANBET 5
UHNTEEFRERZEEREAHER L™
BAIE3N0MEREI2NMERENREAL - K
ARERE ETRAEIIMERE3 23 R
- -FENA-BEAIEELRRLERB I
TEERERZESKENAHESSHREE
e BRUDASN - EFEERBE-E-_—F+_H
—T—BLHEFERN—ERFELMRAFERE
FEL=2BUFNTES EP—EZHEEE
HEERISHIBEENTBEERER AT -

|  Annual Report 2021 4

The Company Secretary is responsible for taking and keeping
minutes of all Board meetings and committee meetings. Draft
minutes are normally circulated to directors for comment within a
reasonable time after each meeting and the final version is open for
directors’ inspection. All directors have full and timely access to all
information of the Company as well as the services and advice from

the Company Secretary and senior management.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a
director, will be considered and dealt with by the Board at a duly

convened Board meeting.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Chairman of the Board and the Chief Executive Officer have

different roles and responsibilities. The Chairman is responsible for
the formulation of the Group’s overall business development
policies while the Chief Executive Officer is responsible for the

overall management of the Group's business.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Following the passing away of Mr. Wang Guozhen on 4 January
2021, the number of independent non-executive directors and
members of Audit Committee has fallen below the minimum
number required under Rules 3.10(1) and 3.21 of the Listing Rules.
Mr. Dou Xuehong was appointed on 1 April 2021 as an
independent non-executive director and a member of Audit
Committee to fill a casual vacancy on the Board pursuant to Rules
3.11 and 3.23 of the Listing Rules. Apart from this, the Board has
met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive directors
with one of whom possessing appropriate professional qualifications
or accounting related financial management expertise throughout
the year ended 31 December 2021.
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The independent non-executive directors of the Company are highly
skilled professionals with expertise and experience in the field of
financial management and businesses related to the Group. They
advise the Company on strategy development and enable the Board
to maintain high standards of compliance of financial and other
mandatory reporting requirements and provide adequate checks and
balances to safeguard the interests of shareholders and the
Company as a whole. Each of the independent non-executive
directors has accepted a letter of appointment with the Company
for a term of two years. Each of the independent non-executive
directors has made an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Board considers that
all independent non-executive directors meet the independence
guidelines set out in Rule 3.13 of the Listing Rules and are

independent.

RESPONSIBILITIES, ACCOUNTABILITIES AND

CONTRIBUTIONS OF THE BOARD AND MANAGEMENT
The Company is governed by the Board which is responsible for
directing and supervising its affairs and oversight of the Group’s
businesses, strategic decision and performance. Execution of the
Board’s decisions and daily operations are delegated to the

management.

CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

The Board reviewed the Company’s corporate governance policies
and practices, training and continuous professional development of
directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements, the
compliance with the Model Code, and the compliance with the CG

Code and disclosure in this Corporate Governance Report.
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BOARD DIVERSITY POLICY

The Board has adopted a Board Diversity Policy setting out the
approach to achieve diversity on the Board. The Board has
considered that diversity of the Board members can be achieved
through consideration of a number of aspects, including but not
limited to gender, age, cultural and educational background,
professional qualification, skills, knowledge and industry and
regional experience. The Company aims to maintain an appropriate
balance of diversity perspectives of the Board that are relevant to

the Company’s business growth.

NOMINATION POLICY

The Board has adopted a Nomination Policy setting out the relevant
selection criteria and nomination procedures in order to select or
make recommendations on the selection of individuals nominated
for directorships. The selection criteria includes ability to devote
sufficient time and attention to the affairs of the Company,
reputation for integrity, accomplishment and experience in the
relevant industries, commitment in respect of available time and
relevant interest, diversity in all its respects and effectiveness in

carrying out the responsibilities of the Board.

To nominate a director, the secretary of the Nomination Committee
shall call a meeting of the Nomination Committee, and invite
nominations of candidates from Board members if any, for
consideration by the Nomination Committee prior to its meeting.
The Nomination Committee may also put forward candidates who

are not nominated by Board members.

For filling a casual vacancy, the Nomination Committee shall make
recommendations for the Board's consideration and approval. For
proposing candidates to stand for election at a general meeting, the
Nomination Committee shall make nominations to the Board for its

consideration and recommendation.
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In order to provide information of the candidates nominated by the
Board to stand for election at a general meeting, and to invite
nominations from the shareholders of the Company, a circular will
be sent to the shareholders. The circular will set out the lodgment
period for the shareholders to make the nominations. The names,
brief biographies (including qualifications and relevant experience),
independence, proposed remuneration and any other information,
as required pursuant to the applicable laws, rules and regulations,
of the proposed candidates will be included in the circular to the

shareholders.

Until the publication of the circular, the nominated persons shall not
assume that they have been proposed by the Board to stand for

election at the general meeting.

A candidate is allowed to withdraw his or her candidature at any
time before the general meeting by serving a notice in writing to

the Company Secretary of the Company.

The Board shall have the final decision on all matters relating to its
recommendation of candidates to stand for election at any general

meeting.

DIVIDEND POLICY

The Board has adopted a Dividend Policy setting out the approach
to target dividend payout ratio of the Company, which is
determined by the Board at its sole and absolute discretion, subject

to:
1. the requirements of the Company’s constitutional documents;

2. the solvency requirements of the Companies Act of the

Cayman Islands;

3. there being sufficient amount of retained profits and share

premium of the Company for the dividend payment;
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4. any financial covenants and other restrictions that exist with
respect to certain of the Company’s financing arrangements
and other agreements by which the Company is bound from

time to time;

5. the earnings, financial position, results of operation, expansion
plans, working capital requirements, and anticipated cash

needs of the Company and its subsidiaries;

6. the payment by subsidiaries of cash dividends to the Company;

and

7.  other factors which the Board may deem appropriate.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company’s affairs. All Board
committees of the Company are established with defined written
terms of reference. The terms of reference of Board committees are
posted on the websites of the Company and the Stock Exchange

and are available to shareholders upon request.

AUDIT COMMITTEE

The principal functions of the Audit Committee are to assist the
Board in reviewing the relationship with the auditor of the
Company, the financial information, the financial reporting system,

risk management system and internal control procedures.
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The composition of the Audit Committee and the attendance of the

Committee meetings during the year are as follows:

RE BRHEETHE
Member No. of meetings attended/held
VHHTES

Independent non-executive director

BRERE (W _E_—FHA—HBFRTE) 212
Mr. Huang Chunhua (redesignated as the chairman on 1 April 2021) 2/2
TEEE 2/2
Mr. Jin Zhong 2/2

BREE (R-F-_—FHA—HEZERKE) 171
Mr. Dou Xuehong (appointed as @ member on 1 April 2021) 11
FRBEE (R-F-_—F-AHAFY) 0/0
Mr. Wang Guozhen (passed away on 4 January 2021) 0/0

gL BERZEEENTARAMRMAZE
AERRE RS RESZ  RREERSR - AR
ERLMBHEEER  BENATESRE X

FEHE T ERTARRZHHAREFEE -

FTEZAER T - —F—AMARLE - Fit 1
BREVZEGIF -N_ZE_—FWA—-Q8
ERERLPERERZEGIRMERESL
ERZERERZEGNKE -

During the meetings, the Audit Committee reviewed the accounting
principles and practices adopted by the Company and discussed
auditing, risk management system, internal control and financial
reporting matters, including the review of the interim and annual
results of the Company with the assistance of the auditor without

the presence of the executive directors.

On 4 January 2021,

ceased to be the chairman of the Audit Committee. On 1 April

Mr. Wang Guozhen passed away and thus

2021, Mr. Huang Chunhua was redesignated as the chairman of the
Audit Committee and Mr. Dou Xuehong was appointed as a

member of the Audit Committee.
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REMUNERATION COMMITTEE

The principal functions of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and
structure for the remuneration of directors and senior management,

and to review their specific remuneration packages.

The composition of the Remuneration Committee and the

attendance of the Committee meetings during the year are as

follows:

K& BRELRE BTHAE
Member No. of meetings attended/held
BYFHITES

Independent non-executive director

BEREE (RZF-Z—FNA—HEZFREERE) 71
Mr. Dou Xuehong (appointed as the chairman on 1 April 2021) 171
EBHEERE (RZF-—FMHA—HATELE) 2/2
Mr. Huang Chunhua (redesignated as a member on 1 April 2021) 2/2
PELLE 2/2
Mr. Jin Zhong 2/2
ITARELE (RZFE-—F—ANAFH) 0/0
Mr. Wang Guozhen (passed away on 4 January 2021) 0/0
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BATHEZEEKE RN_T-_—FNMA—A "
EEREAERETATHEZESERMEEE
EEREARFTMEEGKE -

|  Annual Report 2021 4

During the meetings, the Remuneration Committee reviewed the
remuneration policy and recommended the remuneration packages

of the directors to the Board.

On 4 January 2021, Mr. Wang Guozhen passed away and thus
ceased to be a member of the Remuneration Committee. On 1 April
2021, Mr. Dou Xuehong was appointed as the chairman of the
Remuneration Committee and Mr. Huang Chunhua was

redesignated as a member of the Remuneration Committee.
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NOMINATION COMMITTEE

The principal functions of the Nomination Committee are to review
the Board composition with reference to the Board Diversity Policy
adopted, discuss and agree on measurable objectives for achieving
diversity on the Board, make recommendations to the Board on the
appointment and succession planning of directors with reference to
the Nomination Policy adopted, and assess the independence of

independent non-executive directors.

The composition of the Nomination Committee and the attendance

of the Committee meetings during the year are as follows:

j54=] BEULRE BTHA
Member No. of meetings attended/held
BYFHITES

Independent non-executive director

SEEE (£F) 2/2
Mr. Jin Zhong (Chairman) 2/2
BERELE 212
Mr. Huang Chunhua 2/2
BEREE (RZF-Z—FNH—HAEZFRHE) 71
Mr. Dou Xuehong (appointed as a member on 1 April 2021) 171
TREZEE (R=ZFZ—F—AHAFT) 0/0
Mr. Wang Guozhen (passed away on 4 January 2021) 0/0

BHEL REZBE2ETEEEXNEZTIER
RMBEEBERA TARRZESEARLE
THRTEENBE LM - REZEGRRERF
JERRHEKREE -

TEEAER-_T-_—F— ANHENY AT
BARZZEEKE R-_T-_—FWMAE—H"
EELTAERZIARBEESKE -

During the meetings, the Nomination Committee with reference to
the Board Diversity Policy and Nomination Policy reviewed the Board
composition and the independence of the independent
non-executive directors of the Company. The Nomination

Committee considers that the Board composition is appropriate.

On 4 January 2021, Mr. Wang Guozhen passed away and thus
ceased to be a member of the Nomination Committee. On 1 April
2021, Mr. Dou Xuehong was appointed as a member of the

Nomination Committee.
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RE-ELECTION OF DIRECTORS

The Company’s Articles of Association specify that every director
should be subject to retirement by rotation at least once every three
years and the director appointed to fill a casual vacancy shall hold
office only until the next following general meeting of the

Company.

In accordance with Articles 108(A) and (B), Mr. Jiang Quanlong,
Mr. Jiang Dawei and Mr. Jin Zhong will retire by rotation from the
Board at the forthcoming annual general meeting and being

eligible, offer themselves for re-election.

DIRECTORS' RESPONSIBILITIES ON THE FINANCIAL
STATEMENTS

The Directors acknowledged their responsibility for preparing the
financial statements of the Company for the year ended 31
December 2021. It is the directors’ responsibility to prepare financial
statements which give a true and fair view of the state of affairs of
the Group, the results and cash flows for each financial period. In
preparing the financial statements, the directors have to ensure that
appropriate accounting policies are adopted. The financial

statements are prepared on a going concern basis.

The statement of the auditor of the Company about the reporting
responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 49 to 58 of this annual

report.

AUDITOR’S REMUNERATION

During the year, the remuneration in respect of audit services
(including interim review) provided by the auditor of the Company
was HK$2,985,000. There was no other non-audit service provided
by the auditor.
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RISK MANAGEMENT AND INTERNAL CONTROL
The Group has established a risk management framework, which
consists of the Board, the Audit Committee and senior management

of the Group.

The Board evaluates and determines the nature and extent of
principal risks that are acceptable in achieving the Group's strategic
objectives, and acknowledges its overall responsibility for
maintaining appropriate and effective risk management and internal
control systems. Risks include materials risks relating to business,
operational as well as environmental, social and governance. The
Audit Committee supports the Board in monitoring the operating
effectiveness of the risk management and internal control systems,
while the senior management is responsible for the design and
implementation of relevant procedures. Such systems are designed
to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not

absolute assurance against material misstatement or loss.

The Group has adopted various risk management procedures and
guidelines with defined authority for implementation by major units
or departments, including sales and collection, procurement and
payment, production and warehousing, finance and treasury as well
as fixed assets management. Each major unit or department is
responsible for daily risk management activities, including
identifying major risks that might impact on the Group’s
performance, accessing and evaluating the identified risks according
to their likely impacts and the likelihood of occurrence, formulating
and implementing measures, controls and response plans to manage
and mitigate such risks. Designated senior management is
responsible for liaison with local authorities for the matters relating
to environment and social issues. During monthly regular meetings,
heads of major operation units or departments discuss the business
and report the risk management and internal control matters to the
Group’s Chief Executive Officer, who is directly responsible to the

Board.
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In view of the importance of the treasury cycle, principally it is
processed by segregation of duties and proper approval is needed
for all payment and fund management. Each subsidiary will review
its own cash position continuously to ensure that there is adequate
fund available to support its operation and development. The
Chairman of the Board will work together with all executive
directors to monitor the overall financial resources of the Group and

carry out fund allocation.

The Board has entrusted the Audit Committee with the
responsibility to oversee the risk management and internal control
systems on an on-going basis and to review the effectiveness of the
systems annually. To perform the internal audit function, the Group
has conducted a review of the effectiveness of the risk management
and internal control systems with the assistance of an independent
advisor during the year and reported the key findings to the Audit
Committee. The review covers major and material controls in areas
of financial, operational and compliance and risk management
functions. Although there is room for improvement, no significant

deficiency of the internal control has been identified in the review.

The Group has maintained internal guidelines for ensuring that
inside information is disseminated to the public in an equal and
timely manner in accordance with the applicable laws and
regulations. Senior executives of the investor relations, corporate
affairs and financial control functions of the Group are delegated
with responsibilities to control and monitor the disclosure of inside
information. Access to inside information is confined to relevant
senior management on “need-to-know” basis. Relevant personnel
and other professional parties involved are reminded to preserve

confidentiality of the inside information until it is publicly disclosed.
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SHAREHOLDERS' RIGHTS

General meeting

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. The
Chairman of the Board as well as chairmen of the Audit Committee,
Remuneration Committee and Nomination Committee, or in their
absence, their duly appointed delegates are available to answer
questions at the shareholders’ meetings. Auditor of the Company is
also invited to attend the Company’s annual general meeting
("AGM") and is available to assist the directors in addressing
queries from shareholders relating to the conduct of the audit and
the preparation and contents of the Independent Auditor’s Report.
Separate resolutions are proposed at shareholders’ meetings on

each substantial issue, including the election of individual directors.

Notice of AGM and extraordinary general meetings ("EGM")
together with related papers are sent to the shareholders at least 21
days and 14 days before the respective meetings, setting out details
of each proposed resolution, voting procedures and other relevant
information. All votes of shareholders at the general meeting will be
decided by poll pursuant to the Listing Rules. The Chairman will
demand that all resolutions put to the vote at general meetings be
taken by poll and will explain such rights and procedures during the
general meetings before voting on the resolutions. An independent
scrutineer will be appointed to count the votes and the poll results
will be posted on the websites of the Company and the Stock

Exchange after the general meetings.
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Shareholders of the Company can make a requisition to convene an
EGM pursuant to Article 64 of the Company’s Articles of
Association. The procedures for the shareholders to convene an

EGM are as follows:

1. One or more shareholders (“Requisitionist”) holding, at the
date of deposit of the requisition, not less than one tenth of
the paid up capital of the Company having the right of voting
at general meetings shall have the right, by written notice, to
require an EGM to be called by the directors for the

transaction of any business specified in such requisition.

2. Such requisition shall be made in writing to the directors or
the Company Secretary of the Company at all of the following

addresses:

Principal place of business of the Company in Hong Kong
Address: Unit 1011, 10/F., Harbour Crystal Centre, 100

Granville Road, Tsim Sha Tsui, Kowloon,

Hong Kong
Email: info@creh.com.hk
Attention: Company Secretary

Head office of the Company
Address: Dingshu Town, Yixing City, Jiangsu Province,
the People’s Republic of China

Attention: Company Secretary

Registered office of the Company
Address: Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands

Attention: Company Secretary

Shareholders must provide their full name, contact details and
identification in order to given effect thereto. Shareholders’

information may be disclosed as required by law.
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3. The EGM shall be held within two months after the deposit of

such requisition.

4. If the directors fail to proceed to convene such meeting within
21 days of such deposit, the Requisitionist himself may do so
in the same manner, and all reasonable expenses incurred by
the Requisitionist as a result of the failure of the directors shall

be reimbursed to the Requisitionist by the Company.

Procedures for shareholders to direct enquiries to the
Company
For matters in relation to the Board, shareholders can contact the

Company at the following:

Address: Unit 1011, 10/F., Harbour Crystal Centre, 100
Granville Road, Tsim Sha Tsui, Kowloon, Hong Kong

Email: info@creh.com.hk

Telephone: (852) 2869 6283

Fax: (852) 2136 0030

Attention: Company Secretary

For share registration related matters, such as share transfer and
registration, change of name or address, loss of share certificates or

dividend warrants, the registered shareholders can contact:

Hong Kong branch share registrar and transfer office
Computershare Hong Kong Investor Services Limited
Address: 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong
Telephone: (852) 2862 8555

Fax: (852) 2865 0990

Procedures for shareholders to put forward proposals at
shareholders’ meetings

To put forward proposals at a general meeting of the Company, a
shareholder should lodge a written notice of his/her proposal
(“Proposal”) with his/her detailed contact information at the
Company'’s principal place of business in Hong Kong at Unit 1011,
10/F., Harbour Crystal Centre, 100 Granville Road, Tsim Sha Tsui,
Kowloon, Hong Kong.
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The request will be verified with the Company’s branch share
registrar in Hong Kong and upon their confirmation that the request
is proper and in order, the Board will be asked to include the

Proposal in the agenda for the general meeting.

The notice period to be given to all the shareholders for
consideration of the Proposal raised by the shareholder concerned
at the general meeting varies according to the nature of the

Proposal as follows:

1. At least 14 days’ notice in writing if the Proposal requires

approval by way of an ordinary resolution of the Company.

2. At least 21 days' notice in writing if the Proposal requires
approval by way of a special resolution of the Company in an

EGM or an ordinary resolution of the Company in an AGM.

INVESTOR RELATIONS

The Company continues to enhance communications and
relationships with its investors. Designated senior management
maintains regular dialogue with institutional investors and analysts
to keep them abreast of the Company's developments. Enquiries

from investors are dealt with in an informative and timely manner.

To promote effective communication, the Company also maintains a
website at www.creh.com.hk, where extensive information and
updates on the Company’s business developments and operations,

financial information and other information are posted.

During the year, the Company has not made any changes to its
Articles of Association. An up-to-date version of the Company’s
Articles of Association is available on the websites of the Company

and the Stock Exchange.
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The directors have pleasure in presenting the annual report and the
audited consolidated financial statements of the Group for the year
ended 31 December 2021.

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

earth products and refractory products.

The principal activities of the subsidiaries are set out in note 19 to

the consolidated financial statements.

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

15 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2021 are
set out in the consolidated statement of profit or loss on page 59 of

this annual report.

No interim and final dividend was declared and paid to the

shareholders for the year.

Details of other appropriations are set out in note 27 to the

consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company'’s reserves available for distribution comprise the share
premium account and retained profits/accumulated losses. As at 31
December 2021, the reserves of the Company available for
distribution to shareholders amounted to HK$2,160,321,000.

FINANCIAL SUMMARY
A summary of the results of the Group for the past five financial

years is set out on page 164 of this annual report.
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PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment of the
Group during the year are set out in note 17 to the consolidated

financial statements.

SHARE CAPITAL
Details of movements in share capital of the Company during the

year are set out in note 27 to the consolidated financial statements.

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

12 to the consolidated financial statements.

DIRECTORS
The directors of the Company during the year and up to the date of

this report are:

Executive directors

Ms. Qian Yuanying (Chairman)

Mr. Jiang Quanlong

Mr. Jiang Dawei (Chief Executive Officer)

Mr. Jiang Cainan

Independent non-executive directors

Mr. Huang Chunhua

Mr. Jin Zhong

Mr. Dou Xuehong (appointed on 1 April 2021)

Mr. Wang Guozhen (passed away on 4 January 2021)

In accordance with Articles 108(A) and (B) of the Company’s Articles
of Association, Mr. Jiang Quanlong, Mr. Jiang Dawei and Mr. Jin
Zhong will retire by rotation from the Board at the forthcoming
annual general meeting and being eligible, offer themselves for

re-election.

As at 31 December 2021, none of the directors has a service
contract with the Company which is not determinable by the
Company within one year without payment of compensation other

than statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND
SHORT POSITIONS

As at 31 December 2021, the interests and short positions of the
directors and chief executives of the Company and their respective
close 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 (“SFO") or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers were as

follows:
1. RERATIRMDER 1. Interests in shares of the Company
EARRARE BT
= ERtE 546 R EE BRAENBEDL
% to the issued
share capital of
Director Nature of interest/Capacity Number of shares the Company
BT R EFEZRIA 707,179,200 (K77%1) 30.20%
Qian Yuanying Founder of a trust 707,179,200 (Note 1) 30.20%
BTR XERBZES 21,000,000 (#:#2) 0.90%
Qian Yuanying Interest of controlled corporation 21,000,000 (Note 2) 0.90%
R EE REzikn/ XEARZES 728,179,200 (A17t1%2) 31.10%
Jiang Quanlong Interest of spouse/Interest of 728,179,200 (Notes 1 & 2) 31.10%
controlled corporation
BAE EmfEB A 530,077 (A1513) 0.02%
Jiang Dawei Beneficial owner 530,077 (Note 3) 0.02%
Wit - Notes:

1.

707,179,2000% LA 4F & i #BYY Holdings
Limited¥ 48 - 22 TR ARYY Trust
B FEAYYT (PTC) Limitedfi#A » M
ANBERELTENREBETRLLTRET
2BBEENRF - RBH BB ENEXV
Wz EFEITRLZLEYY Trustt LA ©
BRELEREBITELZTAYY Holdings
Limited® E = -

21,000,0000% A 4F 2 i #Praise Fortune
Limited# A » 2£39.93% M BT AHE
FERAENEBETRLIHE HBIR
12+ APraise Fortune Limitedf) & £ ©

FARMBEAT RIS -

1. 707,179,200 shares are held in long position through YY
Holdings Limited, the entire issued share capital of which is
held by YYT (PTC) 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 sons. Ms. Qian Yuanying is a founder of YY Trust within
the meaning under Part XV of the SFO. Mr. Jiang Quanlong
and Ms. Qian Yuanying are the directors of YY Holdings
Limited.

2. 21,000,000 shares are held in long position through Praise
Fortune Limited, 39.93% of its issued share capital is held by
Ms. Qian Yuanying, the spouse of Mr. Jiang Quanlong.
Ms. Qian Yuanying is a director of Praise Fortune Limited.

3. All the shares are held in long position.
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2. REBXAKRG  HEAROIRFERS

2.

Interests in shares, underlying shares or equity interests in

associated corporations

(a) (a) Microtech Resources Limited

EZARERITRAH
Bx BEHE 55 ERTROENREE ZROERNNBE DL
% in the class of
shares in the issued
Nature of Number and class share capital of
Director interest/Capacity of issued shares the company
BITR ExnfEBA ERERIEI193,000,0000% 30%
Qian Yuanying Beneficial owner 3,000,000 non-voting deferred shares 30%
R EmfEBA ERERIEIEN(H7,000,0000% 70%
Jiang Quanlong Beneficial owner 7,000,000 non-voting deferred shares 70%

(b) (b)  Yixing Xinwei Leeshing Rare Earth Company Limited
Bx ERME 54 RAEAERBED L
Director Nature of interest/Capacity % equity interest
B RE ESLVNCI g L 5%
Jiang Quanlong Interest of controlled corporation 5%

et

ZERBDEBEENBEEARA R
BoZPELXMBRELERFONE
HOBRTHI0%ERAEFRE - B RE
RETRZEENEERRA ©
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Note:

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



(c)  YY Holdings Limited (©

YY Holdings Limited
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ZATCBITRAES

= BEMEE 56 BRTROENREE ZROERHHNADL

% in the class of

shares in the issued

Number and class share capital of

Director Nature of interest/Capacity of issued shares the company

BT HE EREZPLILA EREliar 100%

Qian Yuanying Founder of a trust 1 ordinary share 100%

BT R EFEZ I A 18 % 1% 17 25,000/% 100%

Qian Yuanying Founder of a trust 25,000 preference shares 100%

B RBE RERAZEE EHE RO 100%

Jiang Quanlong Interest of controlled corporation 1 ordinary share 100%

FBoREE RERR 2R B 5 1% 1525,0000% 100%

Jiang Quanlong Interest of controlled corporation 25,000 preference shares 100%
et - Note:

YY Holdings Limitedf) % &5 & 8 47 B A< B
YY Trust®) % 5 AYYT (PTC) LimitedFfT#%
B MESZABERRLENREBET
R+ REFE2ERENAT KEFR
HEKRIEXVIHZERBRTEZ LT AYY
TrustBI LA e BREFERBTEL T
AYYT (PTC) Limited W E % ©

The entire issued share capital of YY Holdings Limited is held by
YYT (PTC) 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 sons.
Ms. Qian Yuanying is a founder of YY Trust within the meaning
under Part XV of the SFO. Mr. Jiang Quanlong and Ms. Qian
Yuanying are the directors of YYT (PTC) Limited.

BEEEN R —F+=_A=+—8" Save as disclosed above, as at 31 December 2021, none of the
BIEEANBEENEIREMEE 2 E LR directors or chief executives of the Company and their respective
sl MMEARREERTBTHAERERR close associates had or was deemed to have any interest or short
B A TR AR N EREB AR 2D - HER position in the shares, underlying shares and debentures of the
MREFEHANEE ASEEMNERIAR - Company and its associated corporations as recorded in the register

kept under Section 352 of the SFO.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS

So far as is known to the directors, as at 31 December 2021, the
interests and short positions of shareholders, other than the
directors or chief executives 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 (PTC) Limited, was holding 707,179,200 shares of
the Company in long position, representing approximately
30.20% of the issued share capital of the Company as

beneficial owner.

2. YYT (PTC) Limited was deemed to be interested in long
position in 707,179,200 shares of the Company held by YY
Holdings Limited, the entire issued share capital of which is
held by YYT (PTC) Limited.

Save as disclosed above, no other party, other than the directors or
chief executives of the Company, has 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 2021.

SHARE OPTION SCHEME

At the Company’s annual general meeting held on 6 June 2014, the
shareholders of the Company approved the adoption of a new share
option scheme currently in force (the “New Scheme”) after the old
share option scheme, which was previously adopted on 4 June
2004, lapsed on 3 June 2014 for the purpose of providing
incentives to participants for their contribution to the Group. During
the year ended 31 December 2021, there was no option granted,

cancelled or lapsed under the New Scheme.
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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 include 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 contributed to the development

and growth of the Group.

Under the New Scheme, the total number of shares available
for issue is 167,264,305 which represents approximately 10%
of the issued share capital of the Company as at the date of

adoption of the New Scheme.

The maximum entitlement of each participant under the
Scheme in any 12-month period should not exceed 1% of the

issued share capital of the Company.

The exercisable period of an option granted may be
determined by the directors and 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:

(i)  the closing price of the shares of the Company as stated

in the Stock Exchange’s daily quotation sheet on the date

of offer;
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(i) the average closing price of the shares of the Company
as stated in the Stock Exchange’s daily quotation sheets
for the five business days immediately preceding the date

of offer; and

(iii)  the nominal value of a share of the Company.

8.  The New Scheme is valid and effective for a period of 10 years
from 6 June 2014, the date on which the Scheme was

adopted.

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

of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS
During the year, the Group paid approximately HK$868,000 as
rental expenses to Mr. Jiang Quanlong for the use of his office

premises.

Save as disclosed above and in note 29 to the consolidated 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 year-end date or at any

time during the year.

DIRECTORS' INTERESTS IN COMPETING BUSINESS
During the year, none of the directors had any interest in any
business which competes or is likely to compete, either directly or

indirectly, with the business of the Group.
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PERMITTED INDEMNITY PROVISIONS
During the year, the Company has in force indemnity provisions as

permitted under the Companies Act of the Cayman Islands for the
benefit of the directors of the Company. The permitted indemnity
provisions are provided for in the Company’s Articles of Association
and in the directors and officers liability insurance maintained in
respect of potential liability and costs associated with any

proceedings that may brought against the directors.

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 29%
— five largest customers combined 76%
Purchases
- the largest supplier 40%
— five largest suppliers combined 77%

None of the directors, their respective close associates or any
shareholders who own more than 5% of the Company’s issued
share capital to the knowledge of the directors, have any interest in
the share capital of any of the five largest customers or suppliers of

the Group.
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CORPORATE GOVERNANCE

The Company is committed to developing and maintaining robust
corporate governance practices to safeguard the interests of its
shareholders and to enhance corporate value, accountability and
transparency of the Company. Information on the principal
corporate governance practices adopted by the Company is set out
in the Corporate Governance Report on pages 19 to 36 of this

annual report.

BUSINESS REVIEW
A review and prospects of the business of the Group are discussed

in the Chairman’s Statement on pages 6 to 14 of this annual report.

1. Principal risks and uncertainties
Business environment changes continuously and the Group is
facing significant risks and uncertainties associated to it.
Instabilities in the global economy, especially in China, led to
fluctuation in the market supply and demand of rare earth
products and refractory materials products. In addition, the
attitude and the policies implemented by the Chinese
Government will have great impact on the markets and will
fluctuate the prices, supply and demand. Moreover, the
development of advanced technology will lead to new
application of rare earth and it may also derive new demand
for rare earth. The Group will closely monitor the market
trends and derive appropriate strategies to cope with the

changes ahead.

2. Key financial performance indicators
Analysis of key performance indicators including gross profit
ratios are set out in the Business Review section of Chairman’s

Statement on pages 7 to 10 of this annual report.



BEBRERRE
AEEBRERREREUAKERER
HRERNEZE AKEENELER
BHRRPEK BRERSNHER - MA
BEYONRERREXAEEEMLRAE - K
SBITRETT T — F 5186 8 BE 89 BUE DR
BERTHERBRENBEWL - FA -
AEBEYEATEIHREREERER
R

HEEEER
AEEREONEBEEUNFE - RPE
AR EIARELREFENERER
BREARE IECEEREMELOE
BRHSEHHAEEER/EE - 1 F
Bl HETTA B £ 1T e G20 [ B 75 B
ARREERLITERSERFRERNETE
RIRIMETREAG]STEAEEE
FRREAFE -FR AKBELENE
BER EIUEEEROBR -

HIERHNENBR
AEBERBREIDAEKN AR - AEER
BTG TR EOFMEE B G-
RRBAEENZEKE KEBTTEH
BEBETRUENREERE 575 B
TERAEEETRRONNTEEST
EDIFTRE

EBEHE
DIRECTORS' REPORT

Environmental policies and performance

The Group is fully aware of the importance of environment
protection on the Group’s sustainability and future
development. The Group devotes to minimizing the release of
water, air and sound pollutants to the production
environments. All wastage are discharged and handled by
appropriate entities. The Group had undergone a series of
energy-savings and anti-pollution innovations to maintain its
leadership status in environment protection among the peers
in the industry. The Group did not aware of any
non-compliance of the laws or regulations on environment

protection during the year.

Compliance with laws and regulations

Most of the Group's operations are situated in China and so
all of those laws and regulations which can affect foreign
invested enterprise’s operation in China, including the
Company Law, Law of Foreign-Capital Enterprises and
Regulation on the Administration of the Import and Export of
Goods are critical to the Group. In addition, those provisions
implemented by the Chinese Government in relation to the
rare earth industry such as “Several Opinions of the State
Council on Promoting the Sustainable and Healthy
Development of the Rare Earth Industry” and “Rare Earth
Industry Access Conditions” also have significant influence on
the Group’s operation. The Group did not aware of any

violations on the above laws and regulations during the year.

Relationship with key stakeholders

The Group shares a view that its staff is critical to its success.
The Group has provided a comprehensive staff remuneration
and welfare system. It also provided regular training and study
opportunities to employees to assist them in maintaining
professional competence. All staff had entered into
appropriate employment contract with the Group so as to be

protected by relevant labour laws.
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The Group accumulated a large number of customer bases all
over the world. The Group has always focused on maintaining
good customer relationship. Every year, the management and
sales team visit customers and listen to their needs so as to

adjust its sales strategy.

The Group sources different materials with different suppliers.
The Group would not depend on a single supplier to avoid the
concentration risk. The Group maintains a healthy
procurement system and maintains good cooperation

relationship with suppliers.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Articles of Association and the Companies Act of the Cayman

Islands in relation to the issue of new shares by the Company.

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.

AUDITOR
The consolidated financial statements for the year ended 31
December 2021 have been audited by Ascenda Cachet CPA Limited.

Ascenda Cachet CPA Limited will retire and, being eligible, offer
itself for re-appointment. A resolution for the re-appointment of
Ascenda Cachet CPA Limited will be proposed at the forthcoming

annual general meeting of the Company.

On behalf of the Board

Qian Yuanying
Chairman
Hong Kong, 29 March 2022
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
CHINA RARE EARTH HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Rare Earth Holdings Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) set out on
pages 59 to 163 which comprise the consolidated statement of
financial position as at 31 December 2021, and the consolidated
statement of profit or loss, the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial

statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2021, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong

Companies Ordinance.
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We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to

provide a basis for our opinion.

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit

addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed
to address the matters below, provide the basis for our audit

opinion on the accompanying consolidated financial statements.



EREFEAE

Valuation of the Group’s inventories

B R BRENL2(0) RA(a) 2 EFREFHDEHE -

HIBTRAGG A R A B B HRA M 7202 8 —HEH#

Refer to notes 2(h) and 4(a) to the consolidated financial statements for the directors’ disclosures of the related accounting

policies, judgements and estimates and note 20 to the consolidated financial statements for further information.

REETEE
Key Audit Matter

R-ZB-_—%+-H=+—-H"
£341,144,0007 7T °
The carrying amount of the Group’s inventories was

approximately HK$341,144,000 as at 31 December 2021.

EEEFENREED

EEEERAREBBRP ZAFEBRMT TR KR
RETHEMB AR ABEEFEZAERFE  EF
W REXMEF RER -

Management determined the net realisable value of the
inventories by using the estimated selling prices in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the

sale, which involved significant estimates and assumptions.

EEMAEEBEAHY  DREBEBEGFEBRRELRLE
HAREEMEDL -

The determination of the basis of write-down is a
significant judgement based on historical experience of

stock losses and expected future selling prices.

EEER T F+-_A=+—"HETEFEES TR
HE-_ZTZ-—F+-_A=+—BI-FEEE#H17,704,000
B UBEEMRERENAEREE REE_F
T F+-A=t+—BUtEE REETRRBEEEZM
SELTF & 3 [0 B 5 4973,0008 7T o

The Group carried out the inventory review as at 31
December 2021 and provided allowances of approximately
HK$17,704,000 to write down inventories to their net
realisable value during the year ended 31 December 2021.
The Group also reversed allowances of approximately
HK$73,000 for previous years' write-down of inventories

during the year ended 31 December 2021.

REFHTEEBERETEEZILE
How our audit addressed the Key Audit Matter

BENEEEY EEEFEZREENGHETZIERFE
EERERE) A TERE:

Our procedures in relation to management’s assessment of
the carrying amount of the Group's inventories included,

among others, the followings:

s THEEREGAGFEIVERFENTE RAEHER
B 3B 1 B B AT )RR

e Obtaining an understanding of how management
estimated the net realisable value of inventories and
evaluating the historical accuracy of the allowance
estimation by management;

e HEBENWIAIGEREMAEKRER THIK

RRETIHE BT Z BN P ER R A 2R

e Discussing with management and assessing the basis of
the management’s estimation of subsequent selling
prices, costs of completion and costs necessary to make

the sale;

s RAEFEFEUERFEMEANTERKRR:
HAEFEMBRGERRERED SR

e Assessing the methodology and assumptions used in

RE

the calculation of the net realisable value of the
inventories; and recalculating the allowance and

reversal of allowances for write-down of inventories;
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Valuation of the Group'’s inventories (Continued)

REETSE
Key Audit Matter

REEEEMEEFECAERFE EEERAN_-F
——f+-A=+t—R EBEfEzFEMHEBRE -

Based on the management’'s determination of the net
realisable value of the inventories, the management
concluded that the valuation of the Group's inventories

was fairly stated as at 31 December 2021.

MRS RERNRBARRIGEEEZIERFERT
REAGRHBRMGE  BRAEBHABERERAEHE -

We selected this as a key audit matter due to the
magnitude of the balance involved and the significant
accounting judgements and estimates required in assessing

the net realisable value of inventories.

REFHEEBERETEEZAE
How our audit addressed the Key Audit Matter

s MEFERNMERKRKNERE  THZRAREITH
EME KA ERE AR &

e (Checking, on a sample basis, the accuracy and
relevance of the selling prices of the inventories
subsequent to the end of the reporting period, the
costs of completion and the costs necessary to make

the sale; and

o FEMER-F-—F+-AS+-AMEHTER
FEERRAOBERE RS -

e Assessing the sufficiency of allowances where the
estimated net realisable value was lower than the cost
as at 31 December 2021.



EEEENKSEE

Impairment of the Group's trade receivables

BRI AHBERENT20)N) - 20)84a)2 EERBEHBHEE
BH -

Refer to notes 2(g)(i), 2(j) and 4(a) to the consolidated financial statements for the directors’ disclosures of the related

" HBIRIGF A RS B BB 221 %32(a) 2 2 —

accounting policies, judgements and estimates and notes 21 and 32(a) to the consolidated financial statements for further

information.

RESRTEE
Key Audit Matter

RZBZ—+ZA=+—H  ESEEKEIFOHED
1B47/3539,962,000/8 7T - HNERF{EERAI43,195,000/87T °
The carrying amount of the Group’s trade receivables was

approximately HK$539,962,000 as at 31 December 2021,
net of impairment losses of approximately HK$43,195,000.

RERAEEEHR(BHEEER]) BAFBEURERZ
REFZEEEREAEANHE RMEF - BRERZBHIE
EEBRDEEEEEREZEBAEBETHE  LEM
BEREETRENMG -

The assessment of impairment of trade receivables under
the expected credit loss (“ECL") model requires the
application of significant judgement and estimates by
management. The ECL on trade receivables are assessed
individually for debtors which are credit impaired and

collectively using a provision matrix.

EEENCERAREN ETFEEREERER
BUHEER AR EFGERARBEEER -

Management also considered forward-looking information

B Z A

that may impact the customers’ ability to repay the
outstanding balances in order to estimate the expected

credit losses for the impairment assessment.

REFHEERRENSEEZEE
How our audit addressed the Key Audit Matter

BEEREEEY EEEBERERZRENGE
BRESFEE)ATEE:

Our procedures in relation to management’s impairment

T2

assessment on the Group's trade receivables included,

among others, the followings:

o T E\xlﬁﬁéﬁﬁﬁﬁfﬂ%}%ﬁ“&“ﬂ:f‘f%ﬁ - g
& RO BT b 2 BRI 6 2 RRAT - B R E KA

e Understanding the design, implementation and
operating effectiveness of the Group’s key controls
over credit control, debt collection and impairment

assessment under the ECL model;

o FHEEERTIEREEEEMERENZAELR
BEN BRERERZKRESN - TERAMES
Ao ERIE R EAREHEERETHR

e Evaluating the reasonableness and appropriateness of
the information used by the management to develop
the provision matrix including ageing analysis of trade
receivables, on a sample basis, by comparing individual

items in the analysis with the relevant sales invoices;
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Impairment of the Group's trade receivables (Continued)

HEEEE
Key Audit Matter

BE-_ZE-_—F+-_A=+—BI-FEHMH "
TR W BR 3R 2 R 1B B 18 F BB 40 A5,529,0008 T ©

The Group recognised net impairment loss on trade

HEEBERE

receivables amounting to approximately HK$5,529,000
during the year ended 31 December 2021.

7@}%}%@%’HEHMD,\Ei‘ﬁﬁ*EJETFEHQEETAZ/WE%E
EEERHARRAN_ZE_—F+_A=+—HZEWK
RPOREEBERERHM -

Based on the management’s assessment on the impairment
of trade receivables under the ECL model, the management
concluded that the impairment loss on trade receivables

was adequate as at 31 December 2021.

MR EEIRRERORE RS RENMGFT TREERE
ERKESEHEEREMIREEBHBOEIE T &
FERLERERENASE

We selected this as a key audit matter due to the
magnitude of the trade receivable balances, the higher
degree of estimation uncertainty and the subjectivity in
management’s judgement involved in determining the

expected loss allowance of the trade receivables.

REFPEERRENSEZLE
How our audit addressed the Key Audit Matter

- BEREEEEMEMAZEMN RBRENEEEYHE
BERERKIRSZES - RFBERORIE 2 ERIE
FEBEEEXEEARBRITLERRLAELEEH
ETRBEAERR Eﬂiifgﬁﬁaﬂﬁ‘zﬁﬁ‘fﬁﬂ@}éﬂ%'
A EEERBE T _—F+t-_A=T—"HEK

,TAZ/WEJEE?EETFM’F&#‘J@ﬁ&ﬁ;ﬁrz/\iﬁIﬁ

J Assessmg the reasonableness of management’s
judgement and estimates in determining impairment
loss on trade receivables as at 31 December 2021 by
examining the information used by management,
including review of management’s identification of
trade receivables with credit impaired, testing the
accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately
adjusted based on current economic conditions and
forward-looking information, and examining the actual

impairment losses recorded during the current year;

o EHF
TEJ%‘%E ;

J Recalculating the impairment losses on trade receivables
as at 31 December 2021; and

777—¢—1— A=1—BZRERFR

© RASBEE DAEHIH
BEHIER

=Ead

EEPREBURERZE

e Checking, on a sample basis, the subsequent settlement
of trade receivables by the customer after the end of

the reporting period.
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The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the consolidated

financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance

conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing

to report in this regard.

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of
the Company are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations, or have no realistic

alternative but to do so.

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities for overseeing the Group’s

financial reporting process.
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Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you, as a
body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of

these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism

throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the

override of internal control.

e Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion

on the effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related

disclosures made by the directors.
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e (Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the

Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves

fair presentation.

e Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely

responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence and, where applicable, actions taken to eliminate

threats or safeguards applied.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

The engagement director on the audit resulting in this independent

auditor’s report is Lai Wing Ip.

Ascenda Cachet CPA Limited
Certified Public Accountants
Hong Kong, 29 March 2022

Lai Wing Ip
Practising Certificate Number P07296
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

=) H1E%E For the year ended 31 December 2021
—BE-—& —E-FF
2021 2020
B & FTERT FHBT
Note HK$'000 HK$'000
KA Revenue 5 1,212,471 1,112,317
& AR Cost of sales (1,126,488) (1,036,492)
EAR Gross profit 85,983 75,825
Halg A Other income 6 5,856 5,977
HERDHER Selling and distribution expenses (13,230) (10,276)
EEER Administrative expenses (44,471) (39,575)
HMEEFE Other net loss 7 (5,600) (5,016)
REEBHT Profit from operations 28,538 26,935
BTN Finance costs 8(a) (455) (440)
B i A1 325 R Profit before taxation 8 28,083 26,495
FramH Income tax charge 9 (2,647) (5,887)
AR FE R F Profit for the year 25,436 20,608
THALTEERFEERF Profit for the year
attributable to:
ZN/NETE =N Owners of the Company 24,274 19,710
e AR i = Non-controlling interests 1,162 898
25,436 20,608
BRERN Earnings per share
—HAREHE — Basic and diluted 14 HK1.04 centsi&fll HKO0.84 centsi&ll

FE6AE13AMEBKG A BHRRE S —

w1 o

financial statements.

The notes on pages 66 to 163 form part of these consolidated

Annual Report 2021 ## |
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GOBREREMMEENAR
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

3 +Z=A=+—HIFE For the year ended 31 December 2021
—E-—fF —E-FTF
2021 2020
FER TET
HK$'000 HK$'000
REEEF Profit for the year B 25,436 20,608
rEEHMEZE KRS Other comprehensive income for
the year
AIRARGBEDEZ B RA)EE - Items that may be reclassified subsequently
to profit or loss:
— BB GINEB SRR 2 - Exchange differences on translation of
BN =R financial statements of foreign
operations 80,243 162,352
AEELHRSEHEE Total comprehensive income for
the year 105,679 182,960
TIHATEEEAEEZE RS Total comprehensive income for
HE: the year attributable to:
NATEB A Owners of the Company 104,280 181,636
FEER Non-controlling interests 1,399 1,324
105,679 182,960
F66E E1638 ZMABKIRAMIEREAE T — The notes on pages 66 to 163 form part of these consolidated

7R 1n o

|  Annual Report 2021 4

financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

H As at 31 December 2021
—E-_—F —T-TF
2021 2020
B &E FTExT FHET
Note HK$'000 HK$'000
*RBEE Non-current assets
[EES Goodwill 16 - =
Mz BERFZE Property, plant and equipment 17 209,203 145,442
FREEE Right-of-use assets 18 100,536 102,473
RETIAE E Deferred tax assets 25(b) 6,685 4,670
316,424 252,585
REBEE Current assets
BE Inventories 20 341,144 340,391
JFE Ui BR 2 N L Ath JE U 3R Trade and other receivables 21 562,444 492,847
FERFEEEE Prepayments and deposits 21 6,352 105,650
Al 4 [ 7 38 Tax recoverable 25(a) 808 785
RekFeFEHEE Cash and cash equivalents 22 1,819,833 1,740,255
2,730,581 2,679,928
REBAE Current liabilities
FE fHBR R Trade payables 23 106,661 75,607
et FRIE I B FE A 3R Accruals and other payables 23 35,551 57,487
JEffE =708 Amounts due to directors 24 7,885 5,012
%Eiii:éﬁ Lease liabilities 26 353 1,243
e RLIE Tax payable 25(a) 4,916 6,493
155,366 145,842
REBEEFE Net current assets 2,575,215 2,534,086
EEHAERABERS Total assets less current liabilities 2,891,639 2,786,671
*RBEE Non-current liabilities
HEBRE Lease liabilities 26 1,391 2,102
BEEFRE NET ASSETS 2,890,248 2,784,569

Annual Report 2021 ## |
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e BN &

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

H As at 31 December 2021

:g: - $ — 7 — ﬁf
2021 2020
s FERT FHET
Note HK$'000 HK$'000

EXKfHEE CAPITAL AND RESERVES 27
[N Share capital 234,170 234,170
& Reserves 2,647,191 2,542,911

EARBEEANELES Equity attributable to owners of

the Company 2,881,361 2,777,081
TR ER Non-controlling interests 8,887 7,488
ERAE TOTAL EQUITY 2,890,248 2,784,569

FOERI3EZMAMBEHRREHESTEN =
T —F=ZA-FTHBEHERKENR  WHA
TATREER

B RE BT R
EF EF

F66AE163A LM EBMAERMBHRE S —
#R1n o
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The consolidated financial statements on pages 59 to 163 were
approved and authorised for issue by the board of directors on 29
March 2022, and are signed on its behalf by:

Jiang Quanlong Qian Yuanying

Director Director

The notes on pages 66 to 163 form part of these consolidated

financial statements.
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A=+

GORREDZ
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HIEE & For the year ended 31 December 2021

FRAHEEAEGER
Attributable to owners of the Company
RE  RhEE  EAEE  AERE  EXRE  ZiEB NGt EERER A
Non-
Share Share Capital Statutory  Translation  Accumulated controlling
capital premium reserve reserves reserve losses Sub-total interests Total
TR TEx T THET TiEx T TR THET TiEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
W-Z2-2%-5-H At 1 January 2020 234170 2,093,306 22,348 249,078 236,755 (240,212) 2,595,445 6,164 2,601,609
TECRF7ERRY Changes in equity for 2020:
RERET Profit for the year - - - - - 19,710 19,710 898 20,608
Hip2ENE Other comprehensive income
-BERNEBHERR — Exchange differences on
ZERER translation of financial
statements of foreign
operations - - - - 161,926 - 161,926 426 162,352
AEER2EUEAR Total comprehensive income
for the year = = = = 161,926 19,710 181,636 1,324 182,960
W=Z-ZF+-A=+—-H At31December 2020 234,170 2,093,306 22,348 249,078 398,681 (220,502) 2,777,081 7488 2,784,569
R=2--%-5-AH At 1 January 2021 234170 2,093,306 22,348 249,078 398,681 (220,502) 2,777,081 7,488 2,784,569
CECFIENEY Changes in equity for 2021:
REEHA Profit for the year - - - - - 24,274 24,274 1,162 25,436
Rtz ENE Other comprehensive income
—HEBNEBMBRE - Exchange differences on
ZERER translation of financial
statements of foreign
operations - - - - 80,006 - 80,006 237 80,243
rEE2ENBARE Total comprehensive income
for the year - - - - 80,006 24,274 104,280 1,399 105,679
HENBARREEN Release of reserve upon
deregistration of subsidiaries - - - (16,825) - 16,825 - - -
A=B=-§+=A=t-H At31 December 2021 234170 2093306 2238 232253 478687  (179403) 2,881,361 8887 2,890,248

F66EHE163H

BB o

ZMEBRGEMBERRE S —

The notes on pages 66 to 163 form part of these consolidated

financial statements.
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—E-—-F —EEF
2021 2020
BT 55 FEx FATT
Note HK$'000 HK$'000
REFEH Operating activities
B 35t /g A Profit before taxation 28,083 26,495
HEIFE ¢ Adjustments for:
B IS AR Finance costs 8(a) 455 440
F BUWA Interest income 6 (5,856) (5,176)
ME BERRBZTE Depreciation of property,
plant and equipment 8(c) 31,457 32,000
CHREEEZTE Depreciation of right-of-use assets 8(c) 4,181 4,366
HEWE  BERZEZ Net gain on disposal of property,

Wiz %88 plant and equipment 7 (327) (1,297)
BIEHE 2 W Gain on termination of a lease 7 (164) =
BREKER 2 REEBRFH Net impairment losses recognised

on trade receivables 7 5,529 14,269
BREMERT 2B EBEFE Net impairment losses recognised
on other receivables 7 1,664 257
FEMGK Write-down of inventories 20(b) 17,704 42,770
TFE MR Reversal of write-down of
inventories 20(b) (73) -
82,653 114,124
EEELEY Changes in working capital
7 & 42 40 Increase in inventories (8,526) (108,305)
JFE Wit B R % L b e Ui R Increase in trade and other
$8 1 receivables (62,176) (184,791)
T8 FE MR m Decrease in prepayments and
deposits 100,907 326,380
FERTBR R i,/ (R ) Increase/(decrease) in trade payables 28,492 (3,822)
FEETFIE R E b FE T 3R (Decrease)/increase in accruals and
CR4),/#m other payables (23,037) 10,400
JE S E AL N Increase in amounts due to directors 2,915 2,200
REFB/NWEE Cash generated from operations 121,228 156,186
BTG Income tax paid 25(a) (6,170) (3,998)
RETHHBHRLSFE Net cash generated from operating
activities 115,058 152,188



—E-—-F —EEF

2021 2020
ik FEx FHT
Note HK$’'000 HK$'000
REED Investing activities
BEWE BERHRE Purchase of property, plant and
equipment (90,204) (5,099)
HEWE  BEREHEZ Proceed from disposal of property,
FTi5 518 plant and equipment 439 16,829
B U FI & Interest received 5,856 5,176
RETE (EA) FEBNESFME  Net cash (used in)/generated from
investing activities (83,909) 16,906
MEEE Financing activities
BENHEERS 2 EAREHH Capital element of lease rentals paid 33 (815) (1,181)
BENABEERS ZF B85 Interest element of lease rentals paid 33 (134) (199)
o B Interest paid 33 (321) (241)
METHFEANESFE Net cash used in financing activities (1,270) (1,621)
ReRHeZEEER Net increase in cash and cash
2 E equivalents 29,879 167,473
FHReRBELEEER Cash and cash equivalents
at beginning of the year 1,740,255 1,478,953
EX2FsvE Effect of changes in exchange rate 49,699 93,829
FRESRBESLEEER Cash and cash equivalents
at end of the year 22 1,819,833 1,740,255
FER163HE 2B aEAMBRREL P — The notes on pages 66 to 163 form part of these consolidated

21D o financial statements.
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China Rare Earth Holdings Limited (the “Company”) was
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 “Stock Exchange”). The
addresses of the Company’s registered office and principal
place of business are disclosed in the “Corporate information”

section of this annual report.

The immediate parent and the ultimate controlling party of the
Company is YY Holdings Limited (“YY Holdings”), which was
incorporated in the British Virgin Islands. YY Holdings does not

produce financial statements available for public use.

The Company and its subsidiaries (collectively referred to as
the “Group”) are engaged in manufacturing and sales of rare
earth products and refractory products, and investment
holding. There have been no changes in the principal activities

of the Group during the year.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is the functional currency of the
Company and its subsidiaries operating in Hong Kong, while
the functional currency of the Company’s subsidiaries
established in the People’s Republic of China (the “PRC") is
Renminbi (“RMB"”). The directors of the Company consider
that presenting the consolidated financial statements in Hong
Kong dollars is preferable when controlling and monitoring the
performance and financial position of the Group and in
reporting to YY Holdings whose functional currency is also

Hong Kong dollars.
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V= f B L4 [Z For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES

a)

b)

Statement of compliance
These consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs"),

collective term includes all applicable individual Hong

which
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the applicable disclosure
requirements of the Hong Kong Companies Ordinance
("CO").
comply with the applicable disclosure provisions of the

These consolidated financial statements also

Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). Significant accounting

policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the Group. Note 3
provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to the
Group for the current and prior accounting periods

reflected in these consolidated financial statements.

Basis of preparation of the consolidated financial
statements

The consolidated financial statements for the year ended
31 December 2021 comprise the Company and its

subsidiaries.
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statements (Continued)
The measurement basis used in the preparation of the
consolidated financial statements is the historical cost

basis.

The preparation of financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making judgements about the carrying values of
assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these

estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision

affects both current and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and major sources of estimation

uncertainty are discussed in note 4.
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For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

9]

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. When assessing whether the
Group has power, only substantive rights (held by the

Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flows and
any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in
the same way as unrealised gains but only to the extent

that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.
For each business combination, the Group can elect to
measure any non-controlling interests either at fair value
or at the non-controlling interests’ proportionate share of

the subsidiary’s net identifiable assets.
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Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to owners of
the Company. Non-controlling interests in the results of
the Group are presented on the face of the consolidated
statement of profit or loss and the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and
total comprehensive income for the year between
non-controlling interests and owners of the Company.
Loans from holders of non-controlling interests and other
contractual obligations towards these holders are
presented as financial liabilities in the consolidated
statement of financial position in accordance with notes

2(k) or 2(I) depending on the nature of the liability.

Changes in the Group's interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in
relative interests, but no adjustments are made to

goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised
in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised
at fair value and this amount is regarded as the fair value
on initial recognition of a financial asset or, when
appropriate, the cost on initial recognition of an

investment in an associate or a joint venture.

In the Company’'s statement of financial position,
investments in subsidiaries are stated at cost less any

impairment losses (see note 2(g)(ii)).
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Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the

business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or group of cash-generating units) that is expected to
benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is
monitored for internal management purposes and not

larger than an operating segment.

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the
cash-generating unit (or group of cash-generating units)
to which goodwill has been allocated is tested for
impairment before the end of that reporting period. If
the recoverable amount is less than its carrying amount,
the impairment loss is allocated first to reduce the
carrying amount of any goodwill and then to the other
assets on a pro-rata basis based on the carrying amount
of each asset in the cash-generating unit (or group of

cash-generating units).

On disposal of the relevant cash-generating unit or any
of the cash-generating unit within the group of
cash-generating units, the attributable amount of
goodwill is included in the determination of the amount
of profit or loss on disposal. When the Group disposes of
an operation within the cash-generating unit (or a
cash-generating unit within a group of cash-generating
units), the amount of goodwill disposed of is measured
on the basis of the relative values of the operation (or
the cash-generating unit) disposed of and the portion of
the cash-generating unit (or the group of cash-generating

units) retained.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Property, plant and equipment

Property, plant and equipment, other than

construction-in-progress, are stated at cost less
accumulated depreciation and any accumulated

impairment losses (see note 2(g)(ii)).

The cost of self-constructed items of property, plant and
equipment includes the cost of materials, direct labour,
the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the
site on which they are located, and an appropriate
proportion of production overheads and borrowing costs

(see note 2(s)).

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item and are recognised in

profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual value, if any, using the straight-line method over

their estimated useful lives as follows:

- Buildings held for own use 20 years
-  Machinery and equipment 10 years
- Office equipment and fixtures 5 years
- Motor vehicles 5 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is
allocated on a reasonable basis between the parts and
each part is depreciated separately. Both the useful life
of an asset and its residual value, if any, are reviewed

annually.
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For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Property, plant and equipment (Continued)

Construction-in-progress represents property, plant and
equipment under construction and pending installation and
is stated at cost less accumulated impairment losses (see
note 2(g)ii)), if any. Cost includes the costs of construction
of buildings, the costs of machinery and equipment and
interest charges arising from borrowings used to finance
the acquisition of these assets during the period of
construction or installation and testing. No provision for
depreciation is made on construction-in-progress until such
time as the relevant assets are completed and are available
for their intended use. When the assets concerned are ready
for intended use, the costs are transferred to other
categories of property, plant and equipment and

depreciated in accordance with the policy as stated above.

Leased assets

At inception of a contract, the Group assesses whether
the contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time
in exchange for consideration. Control is conveyed where
the customer has both the right to direct the use of the
identified asset and to obtain substantially all of the

economic benefits from that use.

As a lessee

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not to
separate non-lease components and accounts for each
lease component and any associated non-lease

components as a single lease component for all leases.
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At the lease commencement date, the Group recognises
a right-of-use asset and a lease liability, except for
short-term leases that have a lease term of 12 months or
less and leases of low-value assets. When the Group
enters into a lease in respect of a low-value asset, the
Group decides whether to capitalise the lease on a
lease-by-lease basis. The lease payments associated with
those leases which are not capitalised are recognised as

an expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments
payable over the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate.
After initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated using
the effective interest method. Variable lease payments
that do not depend on an index or rate are not included
in the measurement of the lease liability and hence are
charged to profit or loss in the accounting period in

which they are incurred.

The right-of-use asset recognised when a lease is
capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease
payments made at or before the commencement date,
and any initial direct costs incurred. Where applicable,
the cost of the right-of-use assets also includes an
estimate of costs to dismantle and remove the underlying
asset or to restore the underlying asset or the site on
which it is located, discounted to their present value, less
any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation

and impairment losses (see note 2(g)(ii)).
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

9)

Leased assets (Continued)

As a lessee (Continued)

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an
index or rate, or there is a change in the Group’s
estimate of the amount expected to be payable under a
residual value guarantee, or there is a change arising
from the reassessment of whether the Group will be
reasonably certain to exercise a purchase, extension or
termination option. When the lease liability is remeasured
in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded
in profit or loss if the carrying amount of the right-of-use

asset has been reduced to zero.

The Group presents right-of-use assets and lease
liabilities separately in the consolidated statement of

financial position.

Credit losses and impairment of assets

i) Credit losses from financial instruments and contract
assets
The Group recognises a loss allowance for expected

credit losses (“ECLs") on the following items:

- financial assets measured at amortised cost
(including cash and cash equivalents, and

trade and other receivables); and

- contract assets as defined in HKFRS 15 (see
note 2(i)).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

Credit losses and impairment of assets (Continued)

)

Credit losses from financial instruments and contract
assets (Continued)

Financial assets measured at fair value, equity
securities measured at fair value through profit or
loss (“FVPL"), equity securities designated at fair
value through other comprehensive income
("FVOCI") (non-recycling) and derivative financial

assets, are not subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present
value of all expected cash shortfalls (i.e. the
difference between the cash flows due to the Group
in accordance with the contract and the cash flows

that the Group expects to receive).

The expected cash shortfalls are discounted using
the following discount rates where the effect of

discounting is material:

- fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial recognition

or an approximation thereof; and

- variable-rate financial assets: current effective

interest rate.

The maximum period considered when estimating
ECLs is the maximum contractual period over which

the Group is exposed to credit risk.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

)

Credit losses from financial instruments and contract
assets (Continued)

Measurement of ECLs (Continued)

In measuring ECLs, the Group takes into account
reasonable and supportable information that is
available without undue cost or effort. This includes
information about past events, current conditions

and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected
to result from possible default events within the 12
months after the reporting date; and

- lifetime ECLs: these are losses that are

expected to result from all possible default

events over the expected lives of the items to

which the ECL model applies.

Loss allowances for trade receivables and contract
assets are always measured at an amount equal to
lifetime ECLs. ECLs on these financial assets are
estimated using a provision matrix based on the
Group's historical credit loss experience, adjusted
for factors that are specific to the debtors and an
assessment of both the current and forecast general

economic conditions at the reporting date.

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month ECLs
unless there has been a significant increase in credit
risk of the financial instrument since initial
recognition, in which case the loss allowance is

measured at an amount equal to lifetime ECLs.
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the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

)

Credit losses from financial instruments and contract
assets (Continued)

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at
the reporting date with that assessed at the date of
initial recognition. In making this reassessment, the
Group considers that a default event occurs when (i)
the borrower is unlikely to pay its credit obligations
to the Group in full, without recourse by the Group
to actions such as realising security (if any is held);
or (i) the financial asset is 90 days past due. The
Group considers both quantitative and qualitative
information that is reasonable and supportable,
including historical experience and forward-looking
information that is available without undue cost or
effort. In particular, the following information is
taken into account when assessing whether credit
risk has increased significantly since initial

recognition:

- failure to make payments of principal or

interest on their contractually due dates;

— an actual or expected significant deterioration
in a financial instrument’s external or internal

credit rating (if available);

- an actual or expected significant deterioration

in the operating results of the debtor; and

- existing or forecast changes in the

technological, market, economic or legal
environment that have a significant adverse
effect on the debtor’'s ability to meet its

obligation to the Group.
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< For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

)

Credit losses from financial instruments and contract
assets (Continued)

Significant increases in credit risk (Continued)
Depending on the nature of the financial
instruments, the assessment of a significant increase
in credit risk is performed on either an individual
basis or a collective basis. When the assessment is
performed on a collective basis, the financial
instruments are grouped based on shared credit risk
characteristics, such as past due status and credit

risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the ECL
amount is recognised as an impairment gain or loss
in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account, except
for investments in debt securities that are measured
at FVOCI (recycling), for which the loss allowance is
recognised in other comprehensive income and

accumulated in the fair value reserve (recycling).

Basis of calculation of interest income

Interest income recognised in accordance with note
2(qg)(ii) is calculated based on the gross carrying
amount of the financial asset unless the financial
asset is credit-impaired, in which case interest
income is calculated based on the amortised cost
(i.e. the gross carrying amount less loss allowance)

of the financial asset.
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+—H L4 & For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

i)

Credit losses from financial instruments and contract
assets (Continued)

Basis of calculation of interest income (Continued)
At each reporting date, the Group assesses whether
a financial asset is credit-impaired. A financial asset
is credit-impaired when one or more events that
have a detrimental impact on the estimated future

cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired

includes the following observable events:

- significant financial difficulties of the debtor;

— a breach of contract, such as a default or past

due event;

- it becoming probable that the borrower will
enter into bankruptcy or other financial

reorganisation;

- significant changes in the technological,
market, economic or legal environment that

have an adverse effect on the debtor; or

- the disappearance of an active market for a
security because of financial difficulties of the

issuer.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

)

ii)

Credit losses from financial instruments and contract
assets (Continued)

Write-off policy

The gross carrying amount of a financial asset or
contract asset is written off (either partially or in
full) to the extent that there is no realistic prospect
of recovery. This is generally the case when the
Group determines that the debtor does not have
assets or sources of income that could generate
sufficient cash flows to repay the amounts subject

to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal of
impairment in profit or loss in the period in which

the recovery occurs.

Impairment of other non-current assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer

exists or may have decreased:

goodwill;

—  property, plant and equipment;

- right-of-use assets; and

- investments in subsidiaries in the Company’s

statement of financial position.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

Credit losses and impairment of assets (Continued)

if)

Impairment of other non-current assets (Continued)
If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill, the
recoverable amount is estimated annually whether

or not there is any indication of impairment.

- Calculation of recoverable amount
The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount
rate that reflects current market assessments
of the time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of
those from other assets, the recoverable
amount is determined for the smallest group
of assets that generates cash inflows

independently (i.e. a cash-generating unit).

- Recognition of impairment losses
An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the
cash-generating unit (or group of
cash-generating units) and then, to reduce the
carrying amount of the other assets in the
cash-generating unit (or group of
cash-generating units) on a pro-rata basis,
except that the carrying value of an asset will
not be reduced below its individual fair value
less costs of disposal (if measurable) or value

in use (if determinable).



2.

in © B ¥5 ¥R % Bif 5E

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FTESFEER @)

9)

FEBEREERE (8)

1)

111)

T

- REBREME
HREBUINEEMS
i PR {E /8 7 AT W [ 28R 2
AR ENES  AA
BEREBRE AEZR
EERETERD -

BEBERDRRRZE
B W R AT E B 1 F X PR
R RERBER REE
BEBEREDBRER
FRBEmZFRE ARR

BELTRA AEERZRE
B ERIFE345 [ B B 75
SIZRERBAPBEREN
EARETBHABERE - RN
BR AEERAERMBFE
RBRERRA 2R —RER
Fe R R AR 2 (BB RE2(9)() B
(ii))

Ao E HA ) B P B AR R (B S
BTeRERMBRMED - KRR
AR AR AR ER RN
FRAEREET  NEREER
BRIERRS 2BR HRA
A EMRIBEITE

F£ & For the year ended 31 December 2021

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Credit losses and impairment of assets (Continued)

if)

ifi)

Impairment of other non-current assets (Continued)
—  Reversals of impairment losses
In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not

reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or loss
in the year in which the reversals are

recognised.

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance
with HKAS 34 “Interim Financial Reporting”, in
respect of the first six months of the financial year.
At the end of the interim period, the Group applies
the same impairment testing, recognition, and
reversal criteria as it would at the end of the

financial year (see notes 2(g)(i) and (ii)).

Impairment losses recognised in an interim period in
respect of goodwill are not reversed in a
subsequent period. This is the case even if no loss,
or a smaller loss, would have been recognised had
the impairment been assessed only at the end of
the financial year to which the interim period

relates.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

h)

Inventories
Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make

the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in

which the related revenue is recognised.

The amount of any write-down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write-down
or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in
the amount of inventories recognised as an expense in

the period in which the reversal occurs.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue before being unconditionally entitled to the
consideration under the payment terms set out in the
contract. Contract assets are assessed for ECL in
accordance with the policy set out in note 2(g)(i) and are
reclassified to receivables when the right to the

consideration has become unconditional (see note 2(j)).

A contract liability is recognised when the customer pays
non-refundable consideration before the Group
recognises the related revenue. A contract liability would
also be recognised if the Group has an unconditional
right to receive non-refundable consideration before the
Group recognises the related revenue. In such cases, a
corresponding receivable would also be recognised (see
note 2(j)).

For a single contract with the customer, either a net
contract asset or a net contract liability is presented. For
multiple contracts, contract assets and contract liabilities

of unrelated contracts are not presented on a net basis.

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method (see note
2(q)).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

),

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration
is due. If revenue has been recognised before the Group
has an unconditional right to receive consideration, the

amount is presented as a contract asset (see note 2(i)).

Receivables are stated at amortised cost using the
effective interest method less allowance for credit losses

(see note 2(g)(i)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost using the effective interest method.
Interest expense is recognised in accordance with the
Group's accounting policy for borrowing costs (see note

2(s)).

Trade and other payables

Trade and other payables are initially recognised at fair
value and are subsequently stated at amortised cost
unless the effect of discounting would be immaterial, in

which case they are stated at cost.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

m)

n)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on
demand and form an integral part of the Group's cash
management are also included as a component of cash
and cash equivalents for the purpose of the consolidated
statement of cash flows. Cash and cash equivalents are
assessed for ECL in accordance with the policy set out in
note 2(g)(i).

Employee benefits
) Short-term employee benefits and contributions to
defined contribution retirement plans
Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated services
are rendered by employees. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their present

values.

i) Share based payments
The fair value of share options granted to
employees is recognised as an employee cost with a
corresponding increase in a share option reserve
within equity. Where the employees have to meet
vesting conditions before becoming unconditionally
entitled to the options, the total estimated fair
value of the options is spread over the vesting
period, taking into account the probability that the

options will vest.

Annual Report 2021 ## |

87



88

= /A §
B

2.

m

B 15 ¥ & B 5E
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

F—H1 For the year ended 31 December 2021

2ETEHR ()

EE&%H(%)

1)

111)

\ L B = 2t ( /42 )

\ ',3\' J] o ZB HRE &

Nl $¢lﬁ§ﬁﬁ%
FECBRESE - KRIERAE
BERXNAERERREE &
AIRNBEFEERZEMRERA
FEARSERBFENRE,/
FFAER MBRERETEE
MEAR -RERA Y H#R7
MXZBBEELHE  URBR
FEBRECERHE (MEK

REETSERERE) - M
ERRGEEREARBR RN TE
A B 5 B 15 1 T 3= 25 A E 5l

e RSB INBRERET
R EEBRERETE (2K
BB ARSBEITROREK
AR ZFIBET) X RAEE W
(EREReBEERBEARE
F/(BE)) R -

EAEETREBIERMZER
M R AR BRER Y K& 1E
BRNEAKARE UAREER

%) - AIRERRIEAEA o

Annual Report 2021 4:#

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

Employee benefits (Continued)

if)

Share based payments (Continued)

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value
recognised in prior years is charged/credited to
profit or loss for the year of the review, unless the
original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the
share option reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the
actual number of options that vest (with a
corresponding adjustment to the share option
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the
market price of the Company’s shares. The equity
amount is recognised in the share option reserve
until either the option is exercised (when it is
included in the amount recognised in share capital
for the shares issued) or the option expires (when it

is released directly to accumulated profits/(losses)).

Termination benefits

Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer
of those benefits and when it recognises
restructuring costs involving the payment of

termination benefits.
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Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive
income or directly in equity respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it
is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the
same taxable entity, and are expected to reverse either in
the same period as the expected reversal of the
deductible temporary differences or in periods into which
a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0)

Income tax (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they are
not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that
the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is

probable that they will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted
at the end of the reporting period. Deferred tax assets

and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits

will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the

related dividends is recognised.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

o)

Income tax (Continued)

Current tax balances and deferred tax balances, and

movements therein, are presented separately from each

other and are not offset. Current tax assets are offset

against current tax liabilities, and deferred tax assets

against deferred tax liabilities,

if the Group has

the

legally enforceable right to set off current tax assets

against current tax liabilities and the following additional

conditions are met:

- in the case of current tax assets and liabilities, the

Group intends either to settle on a net basis, or to

realise the asset and settle the liability

simultaneously; or

- in the case of deferred tax assets and liabilities, if

they relate to income taxes levied by the same

taxation authority on either:

the same taxable entity; or

simultaneously.

Annual Report 2021 43

different taxable entities, which, in each future
period in which significant amounts of
deferred tax liabilities or assets are expected to
be settled or recovered, intend to realise the
current tax assets and settle the current tax

liabilities on a net basis or realise and settle
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2. BEIBUR (#) 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
p BERIAEE p) Provisions and contingent liabilities
WMEANEEEREBEZSHAER Provisions are recognised when the Group has a legal or
BRHETERE METZEEE Hﬂ constructive obligation arising as a result of a past event,
BYHEELBERZZERING it is probable that an outflow of economic benefits will
ChTIC A o B - Eﬂmﬁéﬁ o zzu be required to settle the obligation and a reliable
TENEREEBEE A QKRB ET estimate can be made. Where the time value of money is
BEEMERX cREFREE - material, provisions are stated at the present value of the
expenditure expected to settle the obligation.
W5 S HREERE 2 ERING Z 0] 8E Where it is not probable that an outflow of economic
MRE  RELREABEREEL A benefits will be required, or the amount cannot be
F2fhi EEBZEARBEAUA estimated reliably, the obligation is disclosed as a
BE BEROEEERING Z AN contingent liability, unless the probability of outflow of
BAEABRIN c AR FEREZRARRK economic benefits is remote. Possible obligations, whose
EHRABEA T FEET 2 E existence will only be confirmed by the occurrence or
EEE TERBEAIAEE: BR non-occurrence of one or more future events are also
WERERINR 2 AT A LR AR RIBR S » disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
q) WARHEAMWKA q) Revenue and other income
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THEBBREEPHRASEENE
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BREARE=ZTFTERRZFA - WAL
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The Group's revenue mainly arises from the sale of goods
in the ordinary course of the Group’s business. Revenue
is recognised when control over a product is transferred
to the customer at the amount of promised consideration
to which the Group is expected to be entitled, excluding
those amounts collected on behalf of third parties.
Revenue excludes value-added tax or other sales taxes
and is after deduction of any goods returns and trade

discounts.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

q)

Revenue and other income (Continued)

Where the contract contains a financing component
which provides a significant financing benefit to the
customer for more than 12 months, revenue is measured
at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a
separate financing transaction with the customer, and
interest income is accrued separately under the effective
interest method. Where the contract contains a financing
component which provides a significant financing benefit
to the Group, revenue recognised under that contract
includes the interest expense accreted on the contract
liability under the effective interest method. The Group
takes advantage of the practical expedient in paragraph
63 of HKFRS 15 and does not adjust the consideration
for any effects of a significant financing component if

the period of financing is 12 months or less.

Further details of the Group’s revenue and other income

recognition policies are as follows:

i) Sale of goods
Revenue is recognised when goods are delivered at
the customers’ premises which is taken to be the
point in time when the customers have accepted
the goods and the related risks and rewards of
ownership. The customers have full discretion over
the goods, and there is no unfulfilled obligation
that could affect the customers’ acceptance of the

goods.

A receivable is recognised by the Group when the
customers have accepted the goods and the related
risks and rewards of ownership as this represents
the point in time at which the right to consideration
becomes unconditional, as only the passage of time
is required before payment is due. Customers have
no right to return the goods purchased once

accepted.
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For the year ended 31 December 2021

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue and other income (Continued)

a)

if)

Interest income

Interest income is recognised as it accrues under the
effective interest method using the rate that exactly
discounts estimated future cash receipts through
the expected life of the financial asset to the gross
carrying amount of the financial asset. For financial
assets measured at amortised cost or FVOCI
(recycling) that are not credit-impaired, the effective
interest rate is applied to the gross carrying amount
of the asset. For credit-impaired financial assets, the
effective interest rate is applied to the amortised
cost (i.e. gross carrying amount net of loss

allowance) of the asset (see note 2(g)(i)).

Government grants

Government grants are recognised in the
consolidated statement of financial position initially
when there is reasonable assurance that they will be
received and that the Group will comply with the
conditions attaching to them. Grants that
compensate the Group for expenses incurred are
recognised as income in profit or loss on a
systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted from
the carrying amount of the asset and consequently
are effectively recognised in profit or loss over the
useful life of the asset by way of reduced

depreciation expense.
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Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit

or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the
transaction dates. The transaction date is the date on
which the Group initially recognises such non-monetary
assets or liabilities. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair
value are translated using the foreign exchange rates

ruling at the dates the fair value was determined.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the
foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items,
including goodwill arising on consolidation of foreign
operations acquired on or after 1 January 2005, are
translated into Hong Kong dollars at the closing foreign
exchange rates ruling at the end of the reporting period.
The resulting exchange differences are recognised in
other comprehensive income and accumulated separately
in equity in the translation reserve. Goodwill arising on
consolidation of a foreign operation acquired before 1
January 2005 is translated at the foreign exchange rate
that applied at the date of acquisition of the foreign

operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or

loss when the profit or loss on disposal is recognised.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale, are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in

the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are

interrupted or complete.

Related parties
(@) A person, or a close member of that person’s

family, is related to the Group if that person:

i) has control or joint control over the Group;

i)  has significant influence over the Group; or

iii) is a member of the key management personnel

of the Group or the Group's parent.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
t) Related parties (Continued)

(b)

An entity is related to the Group if any of the

following conditions applies:

i) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

ii)  One entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which the

other entity is a member).

iii)  Both entities are joint ventures of the same

third party.

iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

v)  The entity is a post-employment benefit plan
for the benefit of employees of either the

Group or an entity related to the Group.

vi)  The entity is controlled or jointly controlled by

a person identified in note 2(t)(a).

vii) A person identified in note 2(t)(a)(i) has
significant influence over the entity or is a
member of the key management personnel of

the entity (or of a parent of the entity).

viii) The entity, or any member of a group of which
it is a part, provides key management
personnel services to the Group or to the

Group's parent.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

1)

Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the

entity.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the consolidated financial statements,
are identified from the financial information provided
regularly to the Group’s chief operating decision maker
for the purposes of allocating resources to, and assessing
the performance of, the Group'’s various lines of business

and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a

majority of these criteria.
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CHANGES IN ACCOUNTING POLICIES
In the current year, the Group has applied the following

amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") for the first time,
which are mandatorily effective for the annual period
beginning on or after 1 January 2021 for the preparation of
the consolidated financial statements:

Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Reform — Phase 2

Amendments to HKFRS 16 Covid-19-related Rent

Concessions

The application of the amendments to HKFRSs in the current
year had no material impact on the Group’s financial positions
and performance for the current and prior years and/or on the

disclosures set out in these consolidated financial statements.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY

SOURCES OF ESTIMATION UNCERTAINTY

a) Key sources of estimation uncertainty
In the process of applying the Group’s accounting
policies which are described in note 2, management has
made certain key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of
the reporting period, that may have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, as

discussed below.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a)

Key sources of estimation uncertainty (Continued)

i)

if)

Useful lives and residual values of property, plant
and equipment

Management determines the estimated useful lives
of and related depreciation charges for its property,
plant and equipment. This estimate is based on the
actual useful lives of assets of similar nature and
functions. It could change significantly as a result of
significant technical innovations and competitor
actions in response to industry cycles. Management
will increase the depreciation charges where useful
lives are less than previously estimated, or will write
off or write down technically obsolete or
non-strategic assets that have been abandoned or

sold.

Estimation of impairment of property, plant and
equipment

If circumstances indicate that the carrying value of
an item of the property, plant and equipment may
not be recoverable, the asset may be considered
“impaired”, and an impairment loss may be
recognised in profit or loss in accordance with the
Group's accounting policy for impairment of
property, plant and equipment as described in note
2(g)(ii). The carrying amounts of assets are reviewed
periodically in order to assess whether the
recoverable amounts have declined below the
carrying amounts. These assets are tested for
impairment whenever events or changes in
circumstances indicate that their recorded carrying
amounts may not be recoverable. When such a
decline has occurred, the carrying amount is

reduced to recoverable amount.
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B RETAREE ZE
(%)

a) IE*ITEEEI'_{ZEEIFF &)

11)

111)

AT Ui [l & 58 5 A FE R & AR
HEREE BaE EEEA
BEK 2FEEELEZBEHRE
RREREGBEHBE HF
EHMAKTEREER AN REIE
HEKRHAE - AEBEFAHAEA
BEH(BREERAERENR
B2 AEFT A R WA K R A8 &
RAeRE A  EralE
CEZABIEUSE - ZE M5
2RI HEERAEELE
RFE WA s E BN KRR ER R
ZEINRERB BB ERE - B
—E—F+ZA=+—H0 ¥
¥ BEAZBCEEEAR
209,203,000 T (ZE=ZZF -
145,442,000/ 7T) °

AN = B AR B M FE2(0) () FT 8 2 &
SESHBR  BFHREEE
GHBRRERITEG R E
A B 2 AT Uk [ & 58 TH AR AR (5 A
BEFEMEE ZETERE
FEREEEHEB 2 RREEE
2 it R R - BEATAE IR & LA
kEMEBATRBEEFE 2R
R-RZBZ—F+_A=+—
H FRAEEAEZERELNR
100,536,000 T (Z T =FF :
102,473,000/ 7T) °

< For the year ended 31 December 2021

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a) Key sources of estimation uncertainty (Continued)

if)

Estimation of impairment of property, plant and
equipment (Continued)

The recoverable amount is the greater of the fair
value less costs of disposal and the value in use. In
determining the value in use, expected future cash
flows generated by the asset are discounted to their
present value, which requires significant judgement
relating to the level of revenue and amount of
operating costs. The Group uses all readily available
information in determining an amount that is a
reasonable approximation of recoverable amount,
including estimates based on reasonable and
supportable assumptions and projections of the
level of revenue and amount of operating costs.
Changes in these estimates could have a significant
impact on the carrying value of the assets and could
result in additional impairment loss or reversal of
impairment in future periods. As at 31 December
2021, the carrying amount of property, plant and
equipment is approximately HK$209,203,000 (2020:
HK$145,442,000).

Estimation of impairment of right-of-use assets

The Group performs annual assessments on whether
there has been impairment of these assets in
accordance with the Group’s accounting policy
stated in note 2(g)(ii). The recoverable amounts of
cash-generating units are determined based on
value in use calculations. These calculations require
the use of estimates and assumptions made by
management on the future operation of the
business, pre-tax discount rates, and other
assumptions underlying the value in use
calculations. As at 31 December 2021, the carrying
amount of right-of-use assets is approximately

HK$100,536,000 (2020: HK$102,473,000).
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== F—H] J£ For the year ended 31 December 2021

4. BREEFHABRAEFIRENZE
RRIR (&)

a) M FREMZEERR(E)
) JEWERS B 15 E

AEEE BT HBEHEREERS
TR A REBEEE -5
FZERAMRAE - BHEEE
BEDBERASENBAEEE
BEER REREBEANEER
fEH 2 A RN E R E A
R T8 HR 2 B 4GB R 1F O T A
B o W sr R A HEE
2 FHEZEEETZERKERN
REE Bt BAGFT RS
REEBESLAEY - AEES
1 78 HA HA PR 9 4% 4B AT 1 & W BR 3K
MEREEEE R —F
TZA=+—8 ' BERERZE
1B 49 /539,962,000 7T (=&
— T4 : 457,879,000 7T) ° B
A FE UL BR SR (B 2 R B PO B 221
K32(a) B -

v FEREZAZEZFE

TFE T IRK AR B FE 2R
K& 78R - AJ S FETIRIEA
EEBKBRERZGEFEE  RBGE
SRR AR RETHERR 2
SRAEE - ZEMETRBRER
AR kR ENBEERBER S
BELBRMEDL - RAREEE
ERBHAA EZEERBER
MREFFE 2SR FE - &
E-FE-—F+ZA=+—HLI
FE AAREZREBEERE
EHFERETTEBRRE - WHUR
FE#17,704,0008 T (ZZF =
T4 142,770,000 0) R E D
WOR 7 873,000 L (ZE=F
F:E|E) o
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY

SOURCES OF ESTIMATION UNCERTAINTY

(Continued)

a) Key sources of estimation uncertainty (Continued)

iv)  Estimation of impairment of trade receivables

The Group estimates the impairment loss
allowances for trade receivables by assessing the
ECLs. This requires the use of estimates and
judgements. ECLs are based on the Group's
historical credit loss experience, adjusted for factors
that are specific to the debtors, and an assessment
of both the current and forecast general economic
conditions at the end of the reporting period.
Where the estimation is different from the original
estimate, such difference will affect the carrying
amount of trade receivables and thus the
impairment loss in the period in which such
estimate is changed. The Group keeps assessing the
expected credit loss of trade receivables during their
expected lives. As at 31 December 2021, the
carrying amount of trade receivables is
approximately HK$539,962,000 (2020:
HK$457,879,000). Details of the impairment of
trade receivables are disclosed in notes 21 and
32(a).

v)  Net realisable value of inventories

Inventories are stated at the lower of cost and net
realisable value. Net realisable value is determined
on the basis of the estimated selling price in the
ordinary course of business, less estimated cost of
completion and the estimated cost necessary to
make the sale. These estimates are based on the
current market conditions and the historical
experience of manufacturing and selling products of
similar nature. The directors of the Company
estimate the net realisable value for inventories
based primarily on the latest invoice prices and
current market conditions. During the year ended
31 December 2021, the directors of the Company
performed periodic review on a product-by-product
basis and made a write-down of its inventories of
approximately HK$17,704,000 (2020:
HK$42,770,000) and a reversal of write-down of
inventories of HK$73,000 (2020: Nil).



in © B ¥5 ¥R % Bif 5E

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. BEEFHAERMEATIREM ZE
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b)

EERAFASEEHBEERAEZER
Lkl
KETETEERABZEREER
AEBERTHEENAKREHFHERE
MREERRBIVEFLIRR A
MEF SRR RERAABRRE
ZBHR -AEERBBELR KK
REMZEFEL G RRR - XE
Hime - RERKEMHZBER RfbE
Sh - REBE R BURE TEL
Al

AEBERBABNMEE M
ERBEBMNTRBE - REE
BEBERAELERHE - ®
—REBBETEEREZISHR
AR ESREARBEEFED
BEM ARBREHZTAR
MEBEIMLIBZ TR =
HERERAE WLAEEZH&K
B RERYCH LSRN
TR EREZERRTEFLARH
B TE HA M 2 P 1S A0 % A0 X T TR
o

EES = F+—A

F4FJZ For the year ended 31 December 2021

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

b)

Critical accounting judgements in applying the
Group's accounting policies

In determining the carrying amounts of certain assets and
liabilities, the Group makes assumptions for the effects
of uncertain future events on those assets and liabilities
at the end of each reporting period. These estimates
involve assumptions about such items as cash flows and
discount rates used. The Group's estimates and
assumptions are based on historical experience and
expectations of future events and are reviewed
periodically. In addition to assumptions and estimations
of future events, judgements are also made during the

process of applying the Group’s accounting policies.

i) Income taxes and deferred taxation
The Group is subject to income tax in Hong Kong
and various taxes in the PRC. Significant judgement
is required in determining the provision for taxation.
There are many transactions and calculations for
which the ultimate tax determination is uncertain
during the ordinary course of business. The Group
recognises liabilities for anticipated tax issues based
on estimates of whether additional tax will be due.
Where the final tax outcome of these matters is
different from the amounts that were initially
recorded, such differences will impact the income
tax and deferred tax provisions in the period in

which such determination is made.
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HE-T F+ZA=+—HI% For the year ended 31 December 2021

4, BREESTHERGFIBEM X 4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY

ERF (&) SOURCES OF ESTIMATION UNCERTAINTY
(Continued)
b) Tﬁgﬁﬁﬂsﬁé’ﬁfﬁﬁlﬁﬁvﬁﬁﬁWZij{ b) Critical accounting judgements in applying the
S5t HE Group's accounting policies (Continued)
K RE T Income taxes and deferred taxation (Continued)

ﬁ%%?ﬁh%QZELmﬁﬁ
EDRERERRBEARE
ABAERT S EEERER
KREBIEB2BER T TR
R MZIETEEAERIRRRMGE
RS EBRRYEEREBRN
SRAFHBIERZETERIBE
ERBEIL -SUTE A%
BER=—E=—F+=-A=+—H
T 3R IR JE 7 18 & 7 496,685,000
Bt (ZZTZFF : 4,670,000/
JT) °

Deferred tax assets relating to certain temporary
differences are recognised as management
considers it is probable that future taxable profit
will be available against which the temporary
differences or tax losses can be utilised. Where the
expectation is different from the original estimate,
such differences will impact the recognition of
deferred tax assets and tax charge in the periods in
which such estimate is changed. In this regard, the
Group recognised deferred tax assets of
approximately HK$6,685,000 (2020: HK$4,670,000)
as at 31 December 2021.

if) i) Withholding tax arising from distribution of
dividends

REE TR K 5 I B & B R H) The Group’s determination as to whether to accrue
HETERRAETHERARS
B R B E A B TR B (AR 1R AR
@ﬁ%%%&ﬁ*ﬁ%%$%
R WZERBA TE’\\EH‘E
ﬁ*XhK@“&mﬂ EUpez:

BARBNBIEHRE -

for withholding tax arising from distribution of
dividends from certain subsidiaries according to the
relevant tax law and regulations is subject to
judgement on the timing of the payment of
dividends. The Group considers that if the profits of
these subsidiaries will not be distributed in the
foreseeable future, then no withholding tax should

be provided.
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A
BAERETEFZERBEEERE(TRRE
BRERREMBEERE)  THRTAERR
BB S

REGHEPZWARKREEER - XK

BHE_T F+—A HIEE & For the year ended 31 December 2021

REVENUE

Revenue represents the sales value of goods supplied to
customers which excludes value-added and other sales taxes,
and is after deduction of any goods returns and trade

discounts.

Revenue from contracts with customers are recognised at point

BEHNBEPZWAZAITWET in time and the disaggregation of revenue from contracts with
customers are as follows:
R [IPix: @t
Rare Earth Segment Refractory Segment Total
:g:_¢ —7—7¢ :g:_¢ —7—7E :g:_ﬁ :g:gﬁ
2021 2020 2021 2020 2021 2020
TAR TAL TAR TAL TAR TAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
IZERER Types of major products
BERLIEM Sales of rare earth products
-HLaltn - Rare earth oxides 858,249 809,120 - = 858,249 809,120
HEMAER Sales of refractory products
—TAH ~ Refractory materials - = 293,092 259,622 293,092 259,622
1 - Magnesium grains - - 61,130 43,575 61,130 43,575
1N Sub-total - = 354,222 303,197 354,222 303,197
&t Total 858,249 809,120 354,222 303,197 1,212,471 1,112,317
HEM Geographical markets
# The PRC 846,306 796,483 291,947 264,596 1,138,253 1,061,079
A& Japan 11,936 9,013 41,839 29,492 53,775 38,505
B Europe 7 2,519 2,912 2,398 2,919 5417
B Others - 1,105 17,524 6,211 17,524 7316
act Total 858,249 809,120 354,222 303,197 1,212,411 1,112,317
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KA (%)

FRFEBEARAZESR
HEMEIMMAERBORRRERR
NERFZEMMEFPEMRE M KHMAE

HEAzERRORzHRHERT BE
FRRBEGEFTBINEETN EHEP
Al-REABRNRE - FEH RN FRN

%0%=180H * Mz &
3650 ©

RiFZEFRIREZ

FHRBARAELEAEREAHRET
ERT&H2ZBA

ARECKERAMBHRELENF155E121
BNERBREFRANHEERZIEFA
# o ARERTREARARE (E
HERTTZERNNBRTRNAER) 8EH#
ERHMRAZER BRFANBE—F
FATHERARAHR -
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+—H L4 & For the year ended 31 December 2021

REVENUE (Continued)

Information about the Group’s performance obligation

The performance obligation for sales of rare earth and
refractory products is satisfied upon delivery of the goods at
the customers’ premises which is taken to be the point in time
when the customers have accepted the goods and the related
risks and rewards of ownership. The trading terms with
customers are mainly on credit, except for new customers,
where payment in advance is normally required. The credit
period is generally ranged from 0 to 180 days and up to 365

days for reputable customers upon delivery.

Revenue expected to be recognised in the future arising
from contracts with customers in existence at the
reporting date

The Group has applied the practical expedient in paragraph
121 of HKFRS 15 to its contracts with customers for sales of
goods such that the Group does not disclose information
about revenue that the Group will be entitled to when it
satisfies the remaining performance obligations under these
contracts as these contracts have an original expected duration

of one year or less.
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34 g F+-—A=+—HLE

2 For the year ended 31 December 2021

Hfl g A OTHER INCOME
—E-—fF e S
2021 2020
FER TAET
HK$'000 HK$'000
RATIF A B A Interest income from bank deposits 5,856 5,176
B 48 B (B 3E) Government grants (note) - 801
5,856 5,977
Mig: BE-_Z-_ZF+_A=+—HBLEE Note: During the year ended 31 December 2020, the Group was

AN REEREBETRERFH#SE
AR HEETE 2R ETERFEH
WHBRKEELNZ BT RBRES
AL A ££801,0008 L (Z T —F - ) °

granted subsidies of HK$801,000 (2021: Nil) in total under the
Employment Support Scheme launched by the Government of
the Hong Kong Special Administrative Region for the payment of
wages of employees and various supportive policies launched by
the local PRC Government authorities.

Hi &8 FE OTHER NET LOSS
—E-—& —E-FF
2021 2020
FER FAIT
HK$'000 HK$'000
PE 5 e ¥ KR Net exchange gain 1,849 6,061
BRTHNSEZRERBEFE Net impairment losses recognised on:

— BRI — trade receivables (5,529) (14,269)

— H fth & WK — other receivables (1,664) (257)
HEME  BEREHEZ Net gain on disposal of property,

W s F 58 plant and equipment 327 1,297
BLIFEE 2 WS Gain on termination of a lease 164 =
Hth Others (747) 2,152

(5,600) (5,016)
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—H 1L %€ For the year ended 31 December 2021

8.

B& Bt A1 & A 8. PROFIT BEFORE TAXATION
B T A% F 2 H1 B T 51 B I8 Profit before taxation is arrived at after charging:
—EB-—F —E-EF
2021 2020
FERT FHET
HK$’000 HK$'000
a) B a) Finance costs
BIRER ZFE Interest on discounted bills 321 241
HEBEZFE Interest on lease liabilities 134 199
455 440
b) BT (BIEKZE10 b) Staff costs (including directors’
FFEzEEME) " remuneration in note 10)*
FehIE Salaries and wages 36,264 30,289
RIRAE FI T84 3K Retirement benefits scheme
(F5E12) contributions (note 12) 2,485 340
38,749 30,629
o HiEHR c) Other items
Z A € Auditor’s remuneration
—EBZR — audit services 2,410 2,410
—H R — other services 575 575
2,985 2,985
TFERA (HfzE20(b)) * Cost of inventories (note 20(b))* 1,126,488 1,036,492
M BEREE2TE Depreciation of property, plant and
equipment* 31,457 32,000
FAEEEZTE Depreciation of right-of-use assets 4,181 4,366
’ BE_F_—FT_A=+—RALFERN" L During the year ended 31 December 2021, cost of inventories

FERABREEBEIRAN W% K&

SETEUREAREENEND
51,093,000/ 7T (=T = Z 4 : 47,752,000
BRIB A A

B BRRBRTEHE
EXBIRBEZREA -

Annual Report 2021 4:#

included approximately HK$51,093,000 (2020: HK$47,752,000)
relating to staff costs, depreciation of property, plant and
equipment and depreciation of right-of-use assets which
amounts were also included in the respective total amounts

disclosed separately above for each of these types of expenses.
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GEBRBERAZMAES

RARBRAZAF/NE

VE=F F+=) HIEE & For the year ended 31 December 2021

INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS

Income tax in the consolidated statement of profit or loss

represents:

—E-—-F ZETF
2021 2020
FER FAT
HK$'000 HK$'000
AEBRE-PELCEMER Current tax - PRC Enterprise
Income Tax
ANE R (M E25()) Provision for the year (note 25(a)) (4,497) (6,483)
ELEBIR Deferred taxation
TRHEEREZEARED Origination and reversal of
(P 5E25(b)) temporary differences (note 25(b)) 1,850 596
FTER Income tax charge (2,647) (5,887)

ARARALEMBLRASFIRASEHS
MEBRZFESEMKL  RERSE
EREMKIBERZRNRRE B
AENERMMAEH -

HREZ-_ZE-—FR-_ZF-_ZF
TZR=T—HILEFERBEBEEZ
et BRI B s MR EAE 2 25 HIEE
BEREE AUITERZFECER
ST REME -

HE-_Z-_—GFR-_Z-_ZTF+_A
ST HLEFER REGEREH
TYRIRA D B AR B Y Sz 2 BT B A 7
Z TR S MIEEEMBGH X
25%ET & ©

The Company and its subsidiaries incorporated in the
Cayman Islands and the British Virgin Islands,
respectively, are not subject to any income tax pursuant
to the rules and regulations of their respective countries

of incorporation.

No provision for Hong Kong Profits Tax was made for the
years ended 31 December 2021 and 2020 as the
estimated assessable profits arising in Hong Kong for the
year were offset with the accumulated tax losses brought

forward.

PRC Enterprise Income Tax is calculated at the statutory
income tax rate of 25% on the estimated assessable
profits of the Company’s subsidiaries established in the
PRC during the years ended 31 December 2021 and
2020.

Annual Report 2021 ## |

109



110

= /A §
B

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9.

B 5 ¥R 2% Bl 5

F—H1

mEBERAZAER (H)

a)

(&)

FRECERBHRETRES —TTN
F-A—BREPBEKHERRREEIN
(BREE®) KRR 2Kk F B BE5%
H10% M G AN TAMB -

BEPEEBEBREEMNRAL  HE
BRI BT AR R R &) (R
K] EDERINEIRE 2 [ 155 Hii
¥ AZTTF-—A-—HBR=
FHHENZEEBEMEHEIS% -

B 16 B 1 SR @ AR R 2 PO IR R
EHEZHEMT ¢

J£ For the year ended 31 December 2021

9. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS (Continued)

a)

(Continued)

The PRC Enterprise Income Tax Law also requires
withholding tax of 5% or 10% upon distribution of
profits by the PRC subsidiaries since 1 January 2008 to its
overseas (including Hong Kong) shareholders.

Pursuant to the relevant tax laws and regulations in the
PRC, Yixing Xinwei Leeshing Refractory Materials
Company Limited (“Leeshing Refractory”) is classified as
foreign invested “New and High Technology Enterprises”
and is entitled to a preferential income tax rate of 15%
for a period of three years from 1 January 2020.

Reconciliation between income tax charge and
accounting profit at applicable tax rates is as follows:

=8=-—% —E-FTF
2021 2020
FTHER FET
HK$’'000 HK$'000
B B2 B A Profit before taxation 28,083 26,495
BR B AR ) R & B IS B A Notional tax on profit before taxation,
REEREEMETE calculated at statutory tax rates
2 HEMIA applicable to the respective tax
jurisdictions concerned 9,998 12,153
AaENT R E Tax effect of non-deductible expenses 2,210 6,074
BEZRRBAZ HGTE Tax effect of non-taxable income (5,452) (18)
AERB BB ZHRETE Tax effect of tax losses not recognised 298 57
AERERER BB E Tax effect of temporary differences
not recognised 122 1,137
AL ABRARGEE Y Tax effect of utilisation of tax losses
Hwe previously not recognised (2,057) (9,391)
hEfBARERERHREY  Tax effect of concessionary tax rate
HEwe granted to a PRC subsidiary (2,472) (4,125)
FTiS B b Income tax charge 2,647 5,887
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZ F+=A=+—HILFE For the year ended 31 December 2021

10. DIRECTORS' EMOLUMENTS
Directors’ emoluments disclosed pursuant to section 383(1) of
the CO and Part 2 of the Companies (Disclosure of Information

about Benefits of Directors) Regulation are as follows:

—E--F
2021
4 2ER BAEH NR A
Exhe ENEH BERA SEfR  ERZAR &zt
Salaries, Retirement
allowances benefits Share-
Directors'  and benefit-  Discretionary scheme based
fees in-kind bonus  contributions payments Total
TAn TR TAn TAn TAn THET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BhEES Executive directors
BrRL L () Ms. Qian Yuanying (note (i) - 1,008 - - - 1,098
BRERE Mr. Jiang Quanlong - 1,430 - - - 1,430
BARLE (W) Mr. Jiang Dawei (note (ii) - 205 - 8 - M3
ETEAE Mr. Jiang Cainan - 465 - R _ 465
,,,,,,,,, .. S L. S ..
BUFYTES Independent non-executive
directors
REERA Mr. Huang Chunhua n - - - - n
$BRE Mr. Jin Zhong 44 - - - - 44
BEREA (ki) Mr. Dou Xuehong (note (ii)) 54 - - - - 54
IBY E4E (W) Mr. Wang Guozhen (note (iv)) - - - - - _
,,,,,,,, mw T
st Total 170 3,198 - 8 - 3,376
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BE F+=A=+—HIL% For the year ended 31 December 2021

10. EEM< @)

10. DIRECTORS' EMOLUMENTS (Continued)

“ZCRE
2020
5o 2ER BRI MRt &
EESik BN BEra TEME RRZAR &
Salaries, Retirement
allowances benefits Share-
Directors’  and benefit-  Discretionary scheme based
fees in-kind bonus  contributions payments Total
T ThEr ThEr ThEL THEL ThEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BES Executive directors
BrRmL (W) Ms. Qian Yuanying (note (i) - 1,098 . _ _ 1,008
BRESE Mr. Jiang Quanlong - 1430 = - - 1430
EARLAE (W) Mr. Jiang Dawei (note (ii) = 199 = 1 = 200
ETEAE Mr. Jiang Cainan = 423 - - - 43
= 3,150 - 1 - 3,151
BUKHTES Independent non-executive
directors
BEERAE Mr. Huang Chunhua 7 - - - - 7
SERE Mr. Jin Zhong 41 - - - - 41
TEY %A (W) Mr. Wang Guozhen (note (iv)) 69 - - - - 69
182 - - - - 182
st Total 182 3,150 - 1 - 3333
Bt 3 Notes

() BLREKEINBERABZERE -

(il BARBRETRADRZITHAEH -

HE-_Z-_—FR-_ZT-_ZFF+=A
HEEENAKSER
RSB MAXEESRMA
AEEE 2 RE BB EE -
B HEEENEIRERETAHL -

=tT—BIFER

BEREM &

—E--FUNA-HREE-

R —F—-AMAFE-
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(i) Ms. Qian Yuanying is also the Chairman of the Company.

(i) Mr. Jiang Dawei is also the Chief Executive Officer of the
Company.

(iii) ~ Mr. Dou Xuehong was appointed on 1 April 2021.

(iv)  Mr. Wang Guozhen passed away on 4 January 2021.

During the years ended 31 December 2021 and 2020, no
director received any emoluments from the Group as an
inducement to join or upon joining the Group or as
compensation for loss of office. No director has waived or
agreed to waive any emoluments during both years.



in © B ¥5 ¥R % Bif 5E

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

N BEHFALREREEAEME

a)

EEBEHAL
HE-_T-_—F+-A=t+—HLF
B AKEBRERERFALTH HF
ZHR(ZETF:=R) BEARRE
EOHEBSRAWEIONE -HBEMA
(ZZZZTF ME)EaFATZH
SN

HE-T £+ = A=+—HIL4E For the year ended 31 December 2021

11. INDIVIDUALS WITH HIGHEST EMOLUMENTS AND
SENIOR MANAGEMENT’'S EMOLUMENTS

a)

Five highest paid individuals

During the year ended 31 December 2021, out of the
five highest paid individuals in the Group, three (2020:
three) are directors of the Company whose emoluments
are disclosed in note 10. The aggregate emoluments in
respect of the remaining two (2020: two) highest paid

individuals are as follows:

—EZ—fF e S

2021 2020

FER FHAIT

HK$'000 HK$'000

FehEMMe Salaries and other emoluments 1,805 1,767

BB IE4L Discretionary bonus - -
RRIEFFT B Retirement benefits scheme

contributions 135 127

PARR 0 7 B 7k 2 133K Share-based payments - -

1,940 1,894

HH$ME (ZE-2F - WA) & H
AL ZBENFRTIIEE :

The emoluments of the remaining two (2020: two)

highest paid individuals are within the following band:

—E-—-F —TE-TF
2021 2020
A AE
Number of Number of
individuals individuals

EE : Bands:
Z — 1,000,000/ 7T Nil — HK$1,000,000 1 1
1,000,001/ 7t — 1,500,000 HK$1,000,001 — HK$1,500,000 1 1
2 2
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HE 1 F+—F
£EX, =3 /

+—HB L% E For the year ended 31 December 2021

1. EaHAIREREEAEME (&) 11. INDIVIDUALS WITH HIGHEST EMOLUMENTS AND
SENIOR MANAGEMENT’S EMOLUMENTS
(Continued)

a) IHBESHAL(E) a) Five highest paid individuals (Continued)
BE-_E-_—FR-_TE-_EF+_H1 No emoluments were paid or payable by the Group to
=T —HEFE AEETEMOL the five highest paid individuals as inducement to join or
BEagATINHEMERNMES - 1E upon joining the Group or as compensation for loss of
B EENE A SR I A AN & B B 5 3R office during the years ended 31 December 2021 and
A S R B R 12 - 2020.

b) SHREBEAEHSE b) Senior management’s emoluments

ENfSENTFTERERBAE (TEE The emoluments paid or payable to senior management,
53 (BHELELXFABEEZME (=2 excluding the directors, (including two (2020: two)
“EF WA mERFAD) ZHMEeN highest paid individuals as disclosed above) are within the
FRTHNEEE : following bands:

=8=-—% —E-FTF
2021 2020
AH A
Number of Number of
individuals individuals

gE : Bands:
= —1,000,000/8 7T Nil = HK$1,000,000 4 6
1,000,001/ 7T — 1,500,000/ 7t  HK$1,000,001 - HK$ 1,500,000 1 1
5 7

BE_Z_ZH+_A=1+—HL#HF
B —2(CE_—F: B)FRERE
ABBER—R(ZE-_—F 85
MEBRABRE-
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During the year ended 31 December 2020, one (2021:
Nil) individual of senior management resigned and one
(2021:

redesignated.

Nil) individual of senior management



meAEBRANRGEONHRE  ARER

FERICHMBARIAREEREEERRE
BEEAHSNETANLZEBTEY
BN E (—ARAEHEFKERAESFE) - &
BRWRHOEE R BBERE B RIKE S
BEXN -ZEWBRAGETFHRIN
Zﬁﬁa% K ﬁﬁﬁ%ﬁ@%%

BRREwM - BE-_ZT-_—F+=ZA
ET-—BLEFE RAAEERENR
2,344,000 7T (ZE ZF 4 : 199,000
TT) o ZEt Bl RN -

AEEBE_TTETF+_A—HEEZ2H
mElENEeTE ([BERTE]) - Zit
EAATHFENRSHE -AEEF AR
BEEAHSETEA L AZTEIHR -
BHE_Z-_—F+-_A=1+—HLEFE"
RE B 5878 @ 523X 49141,0008 7T (=
T-TF 141,000870) c wIEEMEE
HASENEESRAES THBLESE
HEeEBEE - L slHRIRESEE -

HE-_ZT - FRk=Z=_FTF+=A
=+—HLFE" $%l HE ZRIKAR
MBI KR BB ZRBERFTEE N ER
Y R AT A R A B A2 BT B 5 T AR BB
$%165826(2)E Pt 2R B S ROKF -

ARAEFFREENBE-FT-— 4
+ZA=t-BLEEZRE(ZF-FF:
M) o

A

As stipulated by the relevant rules and regulations in the PRC,
the Company’s subsidiaries established in the PRC are required
to participate in a state-sponsored retirement plan, which is a
defined contribution pension scheme, for all of their
employees based on certain percentages of the employees’
basic salaries. The state-sponsored retirement plan is
responsible for the entire pension obligations payable to
retired employees and these subsidiaries have no further
obligations for the actual pension payments or other
post-retirement benefits beyond the annual contributions. For
the year ended 31 December 2021, the retirement plan
contribution amounted to approximately HK$2,344,000 (2020:
HK$199,000). Contributions to the plan vest immediately.

The Group has participated in Mandatory Provident Fund
Scheme (“MPF Scheme"”), which is a defined contribution
pension scheme, since 1 December 2000. The Group makes
monthly contribution to the scheme based on certain
percentage of the employees’ basic salaries. For the year
ended 31 December 2021, the Group’s contributions to the
MPF Scheme were approximately HK$141,000 (2020:
HK$141,000). The assets of the fund are held separately from
the Group and are managed by independent professional fund

managers. Contributions to the scheme vest progressively.

During the years ended 31 December 2021 and 2020, the
Group had no forfeited contributions under its retirement
benefit scheme in the PRC and under the MPF Scheme in Hong
Kong which may be used to reduce the existing level of
contributions as described in paragraph 26(2) of Appendix 16
to the Rules Governing the Listing of Securities on the Stock

Exchange.

The directors of the Company do not recommend the payment
of a dividend for the year ended 31 December 2021 (2020:
Nil).
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BE-—Z=—F+=A=+—HLL%E For the year ended 31 December 2021
14. BREF 14. EARNINGS PER SHARE
BREREF Basic earnings per share
KRABEBAZERERZF HEE T The calculation of the basic earnings per share to owners of
HIETE ¢ the Company is based on the following data:
—E=--F —ZFF
2021 2020
THER FET
HK$'000 HK$'000
HEERERRBAZARAR Profit for the year attributable to owners
BB ANEAEAFEE R A of the Company for the purpose of
calculating basic earnings per share 24,274 19,710
RHEHAE
Number of shares
—B--F —E_EF
2021 2020
TR T &
‘000 ‘000
AEBRERBH 2 EERH Weighted average number of ordinary
MiEFHE shares for the purpose of calculating
basic earnings per share 2,341,700 2,341,700
BREHEF Diluted earnings per share
HRARTRBE_T-_—Fr_ZT_F Diluted earnings per share equals to the basic earnings per
E+ZA=+—HLEFEIEBKRTEZ share as the Company has no potential dilutive ordinary shares
BESRETAR EHSRESERHES outstanding during the years ended 31 December 2021 and
REARZBFAER 2020.
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15. 2 #FHE

AEBREBUHEE D DAMRAETER -
F%%E%%%#%@U%SJ” {3 B8
&ﬁﬁﬁﬁw%$%l§ BEBREAN(E
FEEEBRRAN]) ZTTHRA ﬁm% A
BR7 ﬁ&%ﬁ%ﬁZéﬂ B AKHE
2T REZHD R - WEA GHEE D H
PAFCRC T3 280 &6

Mt RERHEMTEM

A BE K 35 & T A E M

a) WMEE BERARE
ﬁ%%“%%ﬁ&”Iﬁ PELE R
AE@Z§fM REBANREBT
5H§§é§ﬁF$¥5<II D EBE(E 2 A
EERALE

NHEERRMBANLENEER
RBEE EFNBREEEHEERE -

AREHRE KROERERAEE

HEARADEEMEBZ2H DA< H
MEEEE - D HABREMER D
ZEERHERBEIG ZEBNERR

Hip A RBERE -

EE & For the year ended 31 December 2021

15. SEGMENT REPORTING

The Group manages its businesses by divisions, which are
organised by business lines. On adoption of HKFRS 8
“Operating segments”, and in a manner consistent with the
way in which information is reported internally to the Chief
Executive Officer, who has been identified as the Group’s chief
operating decision maker (“CODM"), for the purposes of
resource allocation and performance assessment, the Group
has presented two reportable segments. No operating
segments have been aggregated to form the following
reportable segments:

Rare earth:  Manufacture and sales of rare earth products

Refractory:  Manufacture and sales of refractory products

a) Segment results, assets and liabilities
For the purposes of assessing segment performance and
allocating resources between segments, the Group's
CODM monitors the results, assets and liabilities
attributable to each reportable segment on the following

bases:

Segment assets include all tangible and intangible assets,
and current assets with the exception of deferred tax
assets, tax recoverable, unallocated cash and cash
equivalents, and other corporate assets which are
unallocated to an individual reportable segment. Segment
liabilities include trade and other payables, and lease
liabilities attributable to the manufacturing and sales

activities of the individual segments.
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EEEa
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R
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the year ended 31 December 2021

15. SEGMENT REPORTING (Continued)

a)

Segment results, assets and liabilities (Continued)

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments
or which otherwise arise from the depreciation or

amortisation of assets attributable to those segments.

The measure used for reporting segment profit/(loss) is
“adjusted profit before interest, taxes, depreciation and
("Adjusted EBITDA"). To arrive at the
Adjusted EBITDA, the Group’'s profit/(loss) further

adjusted for items not specifically attributed to an

amortisation”

individual reportable segment, such as directors’

emoluments, auditor's remuneration and other

unallocated corporate expenses.

In addition to the receiving of segment information
concerning the Adjusted EBITDA, the Group’s CODM is
provided with segment information concerning revenue
(including inter-segment sales), depreciation,
amortisation, interest income and expenses from bank
balances and borrowings managed directly by the
segments, impairment losses, gain/(loss) on disposal of
property, plant and equipment and additions to
non-current segment assets used by the segments in their
operations. Inter-segment sales are priced with reference

to prices charged to external parties for similar orders.
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HE-T £+ = A=+—HIL4E For the year ended 31 December 2021

15. D E|®E (&)
) DEEE-

15. SEGMENT REPORTING (Continued)
EEREE (H) a)

Q

Segment results, assets and liabilities (Continued)

FA -

RERTAKEERZERE

AREDEBERRFEDBRAZA

Information regarding the Group’s reportable segments

as provided to the Group’s CODM for the purposes of

SEEHROFERFINOT - .
resource allocation and assessment of segment
performance for the year is as follows:

ft itk @t

Rare earth Refractory Total
:g:‘ﬁ —?—7& :g:_$ —7—7& :g:_¢ —7—7¢
2021 2020 2021 2020 2021 2020
TAn TAL ThAR THL TAn TiEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BHHREZBA Revenue from external customers 858,249 809,120 35422 303197 1212471 1112317
AHERA Inter-segment revenue - 26 - - _ %
EE G0N Reportable segment revenue 858,249 809,146 354,222 303,197 1,212,411 1,112,343

ZRHTEA Reportable segment profit

(5 :3%EBITDA) (Adjusted EBITDA) 34,129 25,693 35,637 44,350 69,766 70,043
MEKA Interest income 2,379 2,047 3,477 2,929 5,856 5176
B A Finance costs - - 321 241 321 241
% BERRE Depreciation of property,

IE plant and equipment (16,779) (17,220) (14,597) (14,681) (31,376) (31,901)
EHEEEINE Depreciation of right-of-use assets (1,759) (1,680) (1,522) (1,454) (3,281) (3,134)
(%2)/BETFIEE  Netimpairment loss (recognised)/

LREBREFE: reversed on:

-EREH - trade receivables (7,185) (10,061) 1,656 (4,208) (5,529) (14,269)

—Hf el - other receivables (37) (88) (1,627) (169) (1,664) (257)
HEME FERRE  Gain on disposal of property,

pd ¢ plant and equipment 341 - 2 1,297 383 1,297
EHRPBEE Reportable segment assets 1,507,251 1,572,622 1,958,701 1,957,309 3,465,952 3,529,931
AEFERD Additions to non-current

AHEE: seqment assets:

-NE - BERZ - Property, plant and equipment 28,655 4,708 61,334 391 89,989 5,099
ERAYAE Reportable segment liabilities 435,890 545,609 128,128 187,227 564,018 732,836
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okt

+=A=+—HIE%E For the year ended 31 December 2021
B¥R & (&) 15. SEGMENT REPORTING (Continued)
EHRIBBA - BFREER -BEER b) Reconciliations of reportable segment revenue,
BBEZHIE profit or loss, assets and liabilities
—E-—fF —E-FTF
2021 2020
FERT TET
HK$'000 HK$'000
LBUK Revenue
R EB A Reportable segment revenue 1,212,471 1,112,343
Wﬁﬁ/ HEUWA Elimination of inter-segment revenue - (26)
REMRA Consolidated revenue 1,212,471 1,112,317
BmAREE Profit or loss
E/RDEBEF Reportable segment profit 69,766 70,043
i 8H 5 26 8 R Sk B Elimination of inter-segment
profit or loss - _
REAEEHINEEZ Reportable segment profit derived
B bkl from Group's external customers 69,766 70,043
B A Interest income 5,856 5,176
ME - BERZEBZITE Depreciation of property, plant and
equipment (31,457) (32,000)
CREEEZINE Depreciation of right-of-use assets (4,181) (4,366)
B 7 Bk X Finance costs (455) (440)
RAOMEERST Unallocated corporate expenses (11,446) (11,918)
IR A R A S A Consolidated profit before taxation 28,083 26,495
RS Income tax charge (2,647) (5,887)
REBREE R A Consolidated profit after taxation 25,436 20,608
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-T £+ = A=+—HIL4E For the year ended 31 December 2021

wE (&) 15. SEGMENT REPORTING (Continued)
ERIBYA  RFREE -EER b) Reconciliations of reportable segment revenue,
EBEZHE(E) profit or loss, assets and liabilities (Continued)
:g: - ﬁ == ?
2021 2020
FExT FHET
HK$'000 HK$'000
BE Assets
ERDBLEE Reportable segment assets 3,465,952 3,529,931
84 5 2B S pE U 2K Elimination of inter-segment receivables (429,155) (607,355)
3,036,797 2,922,576
AAORBRERREEFEEE Unallocated cash and cash equivalents 615 713
AOENEEE Unallocated corporate assets 2,100 3,769
RERIBEE Deferred tax assets 6,685 4,670
AT Yz [a] 7 78 Tax recoverable 808 785
REBEERE Consolidated total assets 3,047,005 2,932,513
afE Liabilities
ERHHAEE Reportable segment liabilities 564,018 732,836
8 2 20 R JE A< =X Elimination of inter-segment payables (429,155) (607,355)
134,863 125,481
APOBELERE Unallocated corporate liabilities 16,978 15,970
B R IE Tax payable 4,916 6,493
EaBERE Consolidated total liabilities 156,757 147,944
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+—H L4 & For the year ended 31 December 2021

5. 2 HmE (&)
i B & 5

c)

i)

Tﬁ%ﬁﬂﬁﬁﬁ$¢lﬂié oM
FZWARERRNER - &P

15.

SEGMENT REPORTING (Continued)

¢) Geographical information

i)

Revenue from external customers
The following table sets out information about the

geographical location of the Group’s revenue from

FrEt BRI E ST @2 E o external customers. The geographical location of
customers is based on the location at which the
goods were delivered.

—E-—F —ECEF
2021 2020
FTERT FHET
HK$'000 HK$'000

B (FE s Bh) The PRC (place of domicile) 1,138,253 1,061,079

SN Japan 53,775 38,505

BM Europe 2,919 5,417

Hh Others 17,524 7,316

74,218 51,238
1,212,471 1,112,317

FF AE 5 i) Specified non-current assets

REB 7 EFEERDEE B The Group's specified non-current assets comprise

ME BMENEZE FHRESE property, plant and equipment, right-of-use assets

R and goodwill.

LZERBTRRBDEECHRUE
DRBOEEERME LR (G
NE BERRBREREEE
MmE): Ri)f 222 EME
wE (GAEEms) 8o
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The geographical location of these specified
non-current assets is based on (i) the physical
location of the assets, in the case of property, plant
and equipment, and right-of-use assets and (ii) the
location of the operation to which they are

allocated, in the case of goodwill.
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HE-T £+ = A=+—HIL4E For the year ended 31 December 2021
. DR E (H) 15. SEGMENT REPORTING (Continued)
o HEESR(H) ¢) Geographical information (Continued)

i) EHEER Z) i) Specified non-current assets (Continued)

;z:%iap/,@ﬁgzm[f The geographical locations of these specified
E IR N non-current assets are set out below:
=8=—% —ZT-TF
2021 2020
TERT FHET
HK$'000 HK$'000
B (GEfh2h) The PRC (place of domicile) 307,882 244,655
BB Hong Kong 1,857 3,260
309,739 247,915
d EBBEXEEFZER d) Information about major customers
REFEANEIINEE ZWAEARERLR Revenue from external customers individually
KA10% A LA contributing 10% or more of the Group’s total revenue is
as follows:
#t itk &t
Rare earth Refractory Total

o = e e e S e
2021 2020 2021 2020 2021 2020

TR TRL TR TR TEn TR
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000

EFA Customer A 327,228 = - = 327,228 =
REB Customer B 271,098 = - = 271,098 =
XEC Customer C - - 125,938 136,602 125,938 136,602
ZED Customer D - 195,415 - - -* 195,415
ZEE Customer E - 139,561 - - -* 139,561
ZEF Customer F - 115,675 - - -* 115,675
L HERATRERNEBRSRE SR * The corresponding revenue did not contribute 10% or
R A 858 > 10%F LA | - more of the Group's total revenue for the respective

reporting period.
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16.

fn © B F5 ¥ & By 5E

—H 1L %€ For the year ended 31 December 2021

ik 16. GOODWILL
THET
HK$'000
DS Cost
RZZE-_TF—H—H At 1 January 2020 209,885
EHER Exchange differences 4,723
RZEZTF+=A=+—H At 31 December 2020
R—_Z-_—%—H—H and 1 January 2021 214,608
EHE=R Exchange differences 2,292
R-ZE-_—F+=-_A=+—H At 31 December 2021 216,900
R RE Accumulated impairment
RZT=_TF—-H—H At 1 January 2020 209,885
EHER Exchange differences 4,723
RZZE-_ZF+-_H=+—H At 31 December 2020
k=ZZT=-—%—H—H and 1 January 2021 214,608
EHER Exchange differences 2,292
NRZZE-_—F+=-_fA=+—H At 31 December 2021 216,900
IREE Carrying amount

RZZBEZ—FRK

—E-FEF+-_RA=+—H

WETIHHERR 2R RBRELEZE
BRWEKRABEASENKER TR
BRRMNEERABZ ATV ERRZ KA

Annual Report 2021 4:#

At 31 December 2021
and 2020

The goodwill arising from the acquisition of equity interests in

the following subsidiaries represented the excess of the cost of

acquisition over the Group's interest in the fair value of the

identifiable assets and liabilities acquired at the date of

acquisition:
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34 2 F+=A=+—HILFE For the year ended 31 December 2021

16. & (#\) 16. GOODWILL (Continued)
WEAR AR Wi B & 2 TEXH
Name of subsidiary Date of acquisition ~ Segment Principal activities
ESYESEMERRAR ((BREE]) —ZTNE i X 53 5B RERHERRMEER
—A=thH
Wauxi Xinwei High Temperature Ceramics 29 January 2004 Refractory segment Manufacturing and sales of high
Co., Ltd. ("High Temperature Ceramics") temperature ceramics products
BHTHEERER DA ([HEHRE]) —ETRE i X 5 %6 ERHEEDEm
+=-A=+=8
Haicheng City Suhai Magnesium Ore Co., Ltd. 23 December 2005 Refractory segment Manufacturing and sales of
("Suhai Magnesium”) magnesium products
WS AAERREERZREMELZ The goodwill arising from the acquisition of equity interests in
HECRUAEFEEZEREE - High Temperature Ceramics and Suhai Magnesium has been

fully impaired in previous years.
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F+=A=+—HIL% For the year ended 31 December 2021

17. W% BERRE

17. PROPERTY, PLANT AND EQUIPMENT

B BAERHE
BRET HERRE R#E A& ERIR #E
Buildings ~ Machinery Office
held for and  equipment Motor Construction-
ownuse equipment and fixtures vehicles  in-progress Total
TET T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ﬁf,lF Cost
A\ZTZ2E5—-F—H At 1 January 2020 236,251 655,875 8,038 14,827 - 914,991
NE Additions - 232 8 159 4,700 5,099
RE Disposal = (48,492) (4,219) (457) = (53,168)
HERIREA Transfer from
construction-in-progress 606 - - - (606) -
EHEE Exchange differences 15,236 40,686 354 946 132 57,354
N-B-%& At 31 December 2020
+-A=+-HE and 1 January 2021
—T-—-%—-f—H 252,093 648,301 4,181 15,475 4,226 924,276
B Additions 195 318 216 765 88,710 90,204
RE Disposal - (19,816) (304) (8,230) - (28,350)
HERTREA Transfer from
construction-in-progress - 48,003 - - (48,003) -
EizR Exchange differences 7,403 19,448 110 344 7)) 22,901
RZE-_—-F At 31 December 2021
+-A=+—-H 259,691 696,254 4,203 8,354 45,655 1,014,157
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BHE_T F+—A HIEE & For the year ended 31 December 2021
17. W%  BERRZRE (&) 17. PROPERTY, PLANT AND EQUIPMENT (Continued)
b BAZRE
BREF HERRE REE "E ERIR BE
Buildings ~ Machinery Office
held for and  equipment Motor Construction-
ownuse  equipment and fixtures vehicles  in-progress Total

T TEL TR T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

ZAHERAE Accumulated depreciation
and impairment
W-_Z-Z#-F—-H At 1 January 2020 197,474 533,095 7,818 13,868 - 752,255
REEHE Charge for the year 8,421 23,241 1M 227 - 32,000
BERE Written back on disposal - (48,492) (4,219) (457) - (53,168)
EHEE Exchange differences 12,989 33,520 352 886 - 47747
RZE_EF At 31 December 2020
+-A=t-HEk and 1 January 2021
“T-—-%—-f—H 218,884 541,364 4,062 14,524 - 778,834
RERGR Charge for the year 7179 23,968 95 215 - 31,457
RERME Written back on disposal - (19,814) (288) (8,136) - (28,238)
EHER Exchange differences 6,530 15,952 109 310 - 22,901
RZE-—-F At 31 December 2021
+-A=+—H 232,593 561,470 3,978 6,913 - 804,954
RHE Carrying amount
RZE-—F At 31 December 2021
+-A=+-AH 27,098 134,784 225 1,441 45,655 209,203
WZE_F At 31 December 2020
+-A=1+-H 33,209 106,937 119 951 4,226 145,442

B E Notes:

(i) RZBE - FR-_FT-_FTFE+=A8 (i) As at 31 December 2021 and 2020, the buildings held for own
== EI BIEERA @%751415’\\ FER use were situated on lands held under medium-term leases in the
BHREHERA 2T - PRC.

(ii) E{‘:%:—E—f——ﬁ]_-{— B REAR (i)~ As at 31 December 2021, certain buildings with aggregate
#491,000%8 7T (ZZE=FF : 764,000% carrying amount of approximately HK$1,000 (2020: HK$764,000)

L) ZETEFEEMT —RBITEAR were pledged to a bank as collateral for banking facilities.

TTRE 2 ERE -
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HE F+=-A=+—HILFJE For the year ended 31 December 2021
18. ERHREEE 18. RIGHT-OF-USE ASSETS
HE L HEWE @t
Leasehold Leased
lands properties Total
FHET FHET FET
HK$'000 HK$'000 HK$'000
RZZE-TF—H—H At 1 January 2020 96,321 4,415 100,736
F A E R (BT EEG)) Depreciation charge for
the year (note (i) (3,134) (1,232) (4,366)
ERER Exchange differences 6,103 = 6,103
RZZE_ZTF At 31 December 2020
+-—A=+t—HEK and 1 January 2021
—ET-—%—H—H 99,290 3,183 102,473
NE Additions - 1,842 1,842
ERERE Reassessment - (2,464) (2,464)
FRPTEFR (HEEG)) Depreciation charge for
the year (note (i) (3,282) (899) (4,181)
EHER Exchange differences 2,866 - 2,866
RZEBE-——%F At 31 December 2021
+=-A=+—-H 98,874 1,662 100,536
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18. EHEEE (&)

BHE_T F+—A HIEE & For the year ended 31 December 2021

18. RIGHT-OF-USE ASSETS (Continued)

—E-—F —E-TF

2021 2020

FHET FAT

HK$'000 HK$'000

BNHEHEARE Settlement of lease liabilities 949 1,380
5 HIME SRR X Expenses relating to short-term leases 964 921
HEZHReRHEARE Total cash outflows for leases 1,913 2,301

EREEERERAEREMGAATERSF
MRAEHAREESE) RFHRITE -

B HELMAZRH IDAEP,Hﬁﬁﬁiﬁﬁ g

GEE

(@)

P E IR 4579,0008 T (ZE-TF :
553,0007% 7) 53,602,000 T (Z T =%
F :3,813,00087m) PRIFFABE=ZF
——F+ A=t BHLFEERAERER
RHERARERERN o

R-ZE-_—F+-_A=+—H8 FEHEEAHD
43,739,000/ 7T (ZZ —Z 4 : 44,117,000
BL)ZETHELHMERR T —KETHE
BETRMEZEAR -

The right-of-use assets are depreciated on a straight-line basis
over the shorter of their estimated useful lives and the lease

terms.

As at 31 December 2021 and 2020, leasehold lands were

located in the PRC with medium-term leases.

Notes:

(i) The depreciation charges of approximately HK$579,000 (2020:
HK$553,000) and HK$3,602,000 (2020: HK$3,813,000) were
included in cost of sales and administrative expenses,
respectively, in the consolidated statement of profit or loss for
the year ended 31 December 2021.

(i) As at 31 December 2021, certain leasehold lands with carrying
amount of approximately HK$43,739,000 (2020:
HK$44,117,000) were pledged to a bank as collateral for
banking facilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE F+=-A=+—HILFJE For the year ended 31 December 2021
19. HEARIZRE 19. INVESTMENTS IN SUBSIDIARIES
R-ZEBE-—F+-_A=+—8" ' K27 As at 31 December 2021, the particulars of the Company's
BARZHRBNOT : subsidiaries are as follows:
FERER LA
Proportion of ownership interest
AR/ AT BRREAR 450 -HHE
KRARER PAEYEE: EEHY RAz#E ERER ALARE NERE  TEER
Place and date of Particulars of Effective
incorporation/ Place of issuedand  interest of Held by Held by
Name of subsidiary establishment operation paid up capital ~ the Group  the Company  a subsidiary  Principal activities
% % %
HHERERAT ABRIES () WREHKEE 100 100 - REBRK
-AR/ETZA=H Zn2EAR
Lee Shing Holdings Limited British Virgin Islands Note (d) 20 ordinary shares 100 100 = Investment holding
3 December 1998 of US$1 each
EHERES (L8 ERAT hE hE iy 100 100 - BORTER
(Wik(a)) ZEERECACTMR 200000£7
Wellfre (Shanghai) Company Limited The PRC The PRC Registered capital 100 100 - Trading of rare earth
(note () 24 February 2000 US$200,000 products
Dynamic Goal Worldwide Inc. AERAES fi3H0) WBERER 100 - 00 REER
Z23TFRA=1-H 1R ERR
Dynamic Goal Worldwide Inc. British Virgin Islands Note (d) 2 ordinary shares 100 - 100 Investment holding
31 May 2000 of US§1 each
HRFAARR L ERAT hE HE HER 9 - % HEREERIER
GE:) —AAZELATLE 15,860 000570
Yixing Xinwei Leeshing Rare Earth The PRC ThePRC Registered capital 9 - 95 Manufacturing and sales
Company Limited (note (b)) 17 July 1993 15$15,660,000 of rare earth products
HIBER A (H3E(a)) Gl i ihax 100 - 100 BEREEMAER
“AMNELAZTH 17,000000£ 70
Leeshing Refractory (note (a)) The PRC The PRC Registered capital 100 - 100 Manufacturing and sales
30 July 1999 US§17,000,000 of refractory products
WHERERAT Y Bt LEk 100 - 0 E5H1ER
“AANETAZT=E #r
Microtech Resources Limited Hong Kong Hong Kong Ordinary shares 100 - 100 Trading of rare earth
23 October 1998 HK$2 products
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34 3 F+=-A HIES

2 For the year ended 31 December 2021

19. B AR ZIRE (&) 19. INVESTMENTS IN SUBSIDIARIES (Continued)
Lt {302
Proportion of ownership interest
HRAL/AL BRAREAR 450 -BHE
KRARER PA:LYEE: EELY RAz#E ERER  ADARE DERE  TEER
Place and date of Particulars of Effective
incorporation/ Place of issuedand  interest of Held by Held by
Name of subsidiary establishment operation paid up capital the Group  the Company  asubsidiary  Principal activities
% % %
hERLASERAT 5 ¥ EER 100 - 100 EEEE
ZEERECACHEA 18T
China Rare Earth Trading Limited Hong Kong Hong Kong Ordinary shares 100 = 100 Inactive
24 March 2000 HK$2
ERBE () hE hE EMEx 100 = 100 BEREEREREER
“T32EMA-A 30,000,007
High Temperature Ceramics (note ()) The PRC The PRC Registered capital 100 - 100 Manufacturing and sales
1 April 2002 HK$30,000,000 of high temperature
ceramics products
FESE(M0) e hE iHHExR 100 - 100 BERHEEDER
ZEICERACTLE AR¥25,000,0007
Suhai Magnesium (note (c)) The PRC The PRC Registered capital 100 - 100 Manufacturing and sales
27 April 2002 RMB25,000,000 of magnesium grains
products
ERFRERITHARAR hE hE iMEn 100 = 100 RERHERAEBER
(it(a)) ZEREAACTHE 3000,000£7
Yixing Wellfire Nonmetal Materials The PRC The PRC Registered capital 100 - 100 Manufacturing and sales
Co., Ltd. (note (a)) 27 September 2006 153,000,000 of refractory related
products
SRERERAT 5 Bk EER 100 - 100 #EER
Z3-TEZARH 17
Golden Mile Holdings Limited Hong Kong Hong Kong Ordinary share 100 - 100 Investment holding
6 December 2010 HK$ 1
ERFANRHRERRRL el il ki 100 - 100 WAREER
(FiHGa) ZZ-N\§ZR=t=H (¥iHe)
Yixing Xinwei Legshing Technology The PRC The PRC N/A (note (e)) 100 - 100 Not yet commenced
Development Co., Ltd. (note (3)) 23 February 2018 business
HERAAMHERAR HE hE T % - % HRREER
(o) “3--E+-AtEA (Hft(e))
Yixing Xinwei New Materials Co., Ltd. ~ The PRC The PRC N/A (note (¢)) 95 - 95 Not yet commenced
(note (c)) 15 November 2021 business
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

F+=A=+—HIL% For the year ended 31 December 2021

19. MBRRZKRE (@)

B &E

a)  ZRERERREDEIEGIEMAKLRINEE
B

b) ZARBEPBEEAGFEMKLBFIIEGE
S1=E S

O HREARABRBTEAGEMKI/ERE
ERA e

d) RERATARYLERTLEBHIREEZRK

%: T ERZE_TEF_A=+—
B ZERRIzEMEAY R AEE T
G

HENBARESEANELHAFAE
AR RBEA B ERES -

HE-_ZTZ-_—FkKR-_ZZ-_ZTF+=A

St—HEFE  AERLENE QR
BEAIFER#EER -
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19.

INVESTMENTS IN SUBSIDIARIES (Continued)

Notes:

a)  These companies are registered under the laws of the PRC as
wholly-owned foreign enterprises.

b)  This company is registered under the laws of the PRC as a
sino-foreign equity enterprise.

c¢)  These companies are registered under the laws of the PRC as a
limited liability enterprise.

d)  These companies are investment holding companies which have
no specific place of operation.

e) As at 31 December 2021 and 2020, the registered capital of
these companies has not been injected by the Group.

None of the subsidiaries had any debt securities subsisting at

the end of the year or within any time during the year.

The Group had no subsidiary which has material
non-controlling interests for the years ended 31 December
2021 and 2020.
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GASEIN R R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& 3 F+=-A HIE4F[E For the year ended 31 December 2021

20. INVENTORIES
HEMBERARZEESRE a) Inventories in the consolidated statement of financial

position comprise:

—EZ—fF e S

2021 2020

FTERT FHBT

HK$'000 HK$'000

B E Raw materials 13,852 23,267

R m Work in progress 69,740 70,686

K o Finished goods 257,552 246,438

341,144 340,391

BRARSI 2 FESEZOMMAT b)  The analysis of the amount of inventories recognised as
an expense is as follows:

—E-—-F ZTTF

2021 2020

FTERT FHET

HK$'000 HK$'000

EEFEZEREEA Carrying amount of inventories sold 1,108,857 993,722

TFE MR Write-down of inventories 17,704 42,770

7 & MOR B Bl Reversal of write-down of inventories (73) -

1,126,488 1,036,492

HRATMAEEEHFRNETERZMA The reversal of write-down of inventories arose due to an

HOEREEEN AELEFEM increase in the estimated net realisable value of certain

B o products during the year as a result of change in market

conditions.
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21. FE W AR R R Al BB WK

BENRE 21

+—HB L% E For the year ended 31 December 2021

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TRADE AND OTHER RECEIVABLES, PREPAYMENTS

kR& AND DEPOSITS

—E-—F —ZT-THF

2021 2020

FExT FHExT

HK$'000 HK$'000

JiE U BR 3R Trade receivables 583,157 494,392
B BRI 2R EEE Less: Impairment loss on trade receivables (43,195) (36,513)
JE U BR Fh S 58 Trade receivables, net 539,962 457,879
H fh & U 3x Other receivables 2,429 5,879
B R REEE Less: Impairment loss on other receivables (1,471) (2,380)
Hith fEUR TR 5B Other receivables, net 958 3,499
540,920 461,378

H {th AT 3R B Fi 38 Other tax refundable 21,524 31,469
JiE U B 3k K% H b e U 3k Trade and other receivables 562,444 492,847
BNRERES Prepayments and deposits 6,352 105,650
HEt Total 568,796 598,497

BaE : PrE MR R E M R TR R
REEAHRAR - FAKRERER DA

¥ o
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one year.

Note: All of the trade and other receivables, prepayments and deposits
are expected to be recovered or recognised as expense within
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PEUWBR R R H f FE R~ TR KB
RiEE (&)

FEWER IR R H ) (B A TR B AEE)
2 2REATAOT

BHE_T F+—A HIEE & For the year ended 31 December 2021

. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

AND DEPOSITS (Continued)
The presentation of ageing analysis of the trade receivables
based on the invoice date, which is approximate to the

revenue recognition date, is as follows:

—E-—F —E-TF

2021 2020

TERT FHET

HK$'000 HK$'000

~E A AR Less than 6 months 493,762 362,978
NMEARE—FUA 6 months to less than 1 year 61,443 105,762
—EMEUA 1 year to less than 2 years 12,745 10,495
GES Over 2 years 15,207 15,157
583,157 494,392

o FEUBR X 2 RE S8 Less: Impairment loss on trade receivables (43,195) (36,513)
539,962 457,879

RBE_ZE_—FR_ZT_ZFF+_A
=T BUEFE AEE-—RETHEP
TN FOEI180RZEEH  MEBRI
ZEPRIR% /3658 o

AEBEERFEEP OB BEE N RAMNR
FERBEL -AKERMEBERPHERE
ReE EEEEEZHAETHAIBBEE
RE - EEENEECEMN BEERRL
B HE W 00 % % B WK

During the years ended 31 December 2021 and 2020, the
Group generally allows a credit period ranging from 0 to 180
days to its customers and allows up to 365 days to reputable

customers.

Credit is offered to customers following an assessment of their
financial abilities and payment track record. Credit limits are
set out for all customers and these can be exceeded only with
the approval from management. Management also monitors
overdue trade receivables, and follows up the collection of

these receivables.
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22.

+—HIEFEE For

ERRRRAEMERR BARE

the year ended 31 December 2021

21.

TRADE AND OTHER RECEIVABLES, PREPAYMENTS

RiEE€ (#) AND DEPOSITS (Continued)
REEBEBEE EHOT The movements of loss allowances for impairment are as
follows:
ERERRZHE HitER R 2 RE
Impairment of Impairment of
trade receivables other receivables
=-f e Sk 33 B —T-TF
2021 2020 2021 2020
THER T THER TAET
HK$'000 HK$'000 HK$'000 HK$'000
n—AR—H At 1 January 36,513 30,260 2,380 1,987
BHRRBERSEFE  Netimpairment losses recognised 5,529 14,269 1,664 257
i RN e ] Written off as unrecoverable - (10,099) (2,628) -
EHEZR Exchange differences 1,153 2,083 55 136
RtZA=+—H At 31 December 43,195 36,513 1,471 2,380

AEBRBEETBRELENFEISRAAE
ZEBEERREEN HHEEBBRER
ZRETTEBRHE32()

The Group applied the ECL model prescribed by HKFRS 9, and
the impairment methodology of ECL model is set out in note
32(a).

ReRREEEHEH 22. CASH AND CASH EQUIVALENTS
—E-—& —E-TE
2021 2020
FER FHET
HK$'000 HK$'000
RITEHREES Bank balances and cash 1,819,833 1,740,255
RekRESEBEEAREASEREZR Cash and cash equivalents comprise cash held by the Group

E©REZEBRITMSBEFNENF0%E0.3% (=
ToTE0%E03%) TR BT -

R-ZE-_—F+-_A=+—8 A£EXR
HAERNAETPEIIEER ZAR
METERTAEBRIES A A1,817,366,000
BT (ZZE=FF :1,738,827,0008 L) °
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and bank balances at prevailing market interest rates ranging
from 0% to 0.3% (2020: 0% to 0.3%) per annum.

As at 31 December 2021,
cash denominated in RMB that were either not freely

the Group had bank balances and

convertible or were subject to exchange controls in the PRC
amounting to approximately HK$1,817,366,000 (2020:
HK$1,738,827,000).



GASEIN R R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-T £+ = A=+—HIL4E For the year ended 31 December 2021
23. BERF - Bt REREMENR 23. TRADE PAYABLES, ACCRUALS AND OTHER
PAYABLES
—E-—fF —EZTF
2021 2020
FTERT FHAT
HK$'000 HK$'000
FENERR Trade payables 106,661 75,607
AR B A M EMER K Accrued expenses and other payables 23,904 21,891
AHEE () Contract liabilities (note) 10,076 33,906
H A FLIE Other tax payable 1,571 1,690
FEET 3R I8 N H A fE 3k Accruals and other payables 35551 57,487
et Total 142,212 133,094
Mizdt: FHSEIZENARMNEEERZE Note: The amounts primarily represent the advance payments from
PR - customers for sales of goods not yet delivered.
ENERIREZAHN2N 2 RERSTWAT The presentation of ageing analysis of the trade payables

based on the invoice date is as follows:

—E-—F —EEF

2021 2020

FTERT FHAT

HK$'000 HK$'000

NEAA Less than 6 months 62,066 39,698
~NERE—FUA 6 months to less than 1 year 10,031 6,410
—EMEUA 1 year to less than 2 years 9,196 5,039
GES Over 2 years 25,368 24,460
106,661 75,607
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23.

24.

FE 14 Bk X
(%)
ANBEZEBDNT ;

s A ROR R H MR R

F+ZA=+—HI% For the year ended 31 December 2021

PAYABLES (Continued)

23. TRADE PAYABLES, ACCRUALS AND OTHER

The movement of contract liabilities are as follows:

—E-—F ZTTF
2021 2020
FTERT FHET
HK$'000 HK$'000
mn—RA—H At 1 January 33,906 19,703
RENFABHNEEZER Revenue recognised during the year
B R A that was included in contract liabilities
at the beginning of the year (34,397) (20,318)
HEWHRemEM  T85F Increase due to cash received, excluding
EERBBAZ SR amounts recognised as revenue 9,934 32,849
EHER Exchange differences 633 1,672
W+—A=+—H At 31 December 10,076 33,906
ENESRE 24. AMOUNTS DUE TO DIRECTORS
—B-—fF —E-TF
2021 2020
FET FET
HK$'000 HK$'000
Briit Ms. Qian Yuanying 2,012 3,885
BRELE Mr. Jiang Quanlong 5,726 1,127
BAmkE Mr. Jiang Cainan 147 =
7,885 5,012
ENESFEAEIER 2a RIREKE The amounts due to directors are unsecured, interest-free and

&
(i 5o
B &

.

o

A
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repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-T £+ = A=+—HIL4E For the year ended 31 December 2021
25. RFEEHMBRRKRZABHR 25. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
a) BRAEVBRREZERM (FTE)FH a) The movement of tax payable/(recoverable) in the
B2E2EHMT consolidated statement of financial position are as
follows:
—EZ—fF e S
2021 2020
FTERT FHET
HK$'000 HK$'000
®n—A—H At 1 January 5,708 3,099
A S (M) Provision for the year (note 9(a))
—hEPERER — PRC Enterprise Income Tax 4,497 6,483
REFBENAEH Income tax paid during the year
—HBEREMRER — PRC Enterprise Income Tax (6,170) (3,998)
4,035 5,584
EHZE=R Exchange differences 73 124
R+=—A=+—H At 31 December 4,108 5,708
Rz & R R ER Tax recoverable recognised in
a] Uy = # 18 the consolidated statement of
financial position (808) (785)
RERAE TR R RER Tax payable recognised in
JESHiIAR the consolidated statement of
financial position 4,916 6,493
B IEEE Net tax payable 4,108 5,708

Annual Report 2021 4# | 139



140

N

"‘l \

B 5 ¥k % Bif 5%

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. REEHBRR R Z TG (#)

b)

)

ERRAZELEREEE
EHAELRBEEZEEMAKIH
REZEWT :

FEEZEERE :

Deferred tax arising from:

F+=A=+—HIL% For the year ended 31 December 2021

25. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

b)

Deferred tax assets recognised
The major components of deferred tax assets recognised

and movement thereon are as follows:

e W AR R R H At
e WOk 2 R B S 1R
Impairment loss
on trade and

other receivables

FET

HK$'000

RZEZTF—H—H At 1 January 2020 3,810

B K= (HFFE9(a)) Charged to profit or loss (note 9(a)) 596

EHER Exchange differences 264

N-ZT-—ZT&F+—-H=+—H At 31 December 2020

;r—Z-—%—H—H and 1 January 2021 4,670

B KX (H7FE9(a)) Charged to profit or loss (note 9(a)) 1,850

EHE=R Exchange differences 165

R-ZTBE-_—F+=-_A=+—8H At 31 December 2021 6,685
HARBAZELEHBEE ¢) Deferred tax assets not recognised

RZZE-—F+=-A=+—H KR
GERAMBRREREBHEER
Z A HURE s = £ 494524,717,000%8
T(ZZ=ZF : 640,204,0007T) °
B A Bl DA BRI SR 2R A SROR - 0
HERATNREREERRETERIE
EE - LBt AELBRESAEF
Z W IBE B4 595,026,000 7T (=
T T4 208,866,000/ 7T) © E fib
&5 48 7 4 (R B 45
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As at 31 December 2021,

differences in respect of tax losses not recognised in

deductible temporary

these consolidated financial statements were
approximately HK$524,717,000 (2020:
HK$640,204,000). No deferred tax asset has been
recognised in respect of such deductible temporary
differences due to the unpredictability of future profits
streams. Included in the above are tax losses of
approximately HK$95,026,000 (2020: HK$208,866,000)
which can only be carried forward for a maximum period
of five years. Other losses may be carried forward

indefinitely.
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. REEUBRRRZAEHR (&

d)

*Iﬁ%

ﬁ%'ﬁﬂﬂ$ﬁ&ﬁ
RRERB IR LFRARNF B
VHEBFEHERRRALIFFER R

RAR B s i A E A AlE
BREEHBBRA (WREFEZEKRE)
RI0% B EFMTBEMAER - RZF
ZNFZRAZ+=H MEBRER
758 75 48 F Bt /8 BA F4(2008)15% - R Uit -
RZBZLF+=_A=+—HAIE
BRERBHEFEL 2R B DK GE
BRBMBENRER

RZEZ—F+ZA=+—H 54

REBRIZHBRRIBZST NG
CRARIPEBFN 2EREENA
527,662,000 T (Z 2 =ZZ F :
491,305,000/ JT) © B & [ e 2
HZEMBRRZREBE -
HERE=R 2 BEER BRARE
RTIRAIGEREERER - AR
ZELREZEERRELCHREARGLY
52,766,000 L (Z T F :
49,131,000/ 7T) °

< For the year ended 31 December 2021

25. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

d)

Deferred tax liabilities not recognised

Under the PRC Enterprise Income Tax Law with effect
from 1 January 2008 onwards, non-resident enterprises
without an establishment or place of business in the PRC
or which have an establishment or place of business but
the relevant income is not effectively connected with the
establishment or a place of business in the PRC, will be
subject to withholding income tax at the rate of 10% on
various types of passive income such as dividends derived
from sources in the PRC. On 22 February 2008, the
Ministry of Finance and State Administration of Tax
approved Caishui (2008) No.

dividend distributions out of retained profits of foreign

1, pursuant to which

investment enterprises prior to 31 December 2007 will be

exempted from withholding income tax.

As at 31 December 2021, temporary differences relating
to the undistributed profits of subsidiaries established in
the PRC since 2008 amounted to approximately
HK$527,662,000 (2020: HK$491,305,000). Deferred tax
liabilities of approximately HK$52,766,000 (2020:
HK$49,131,000) have not been recognised in respect of
these temporary differences as the Group is able to
control the dividend policy of these subsidiaries and in
turn to control the timing of the reversal of the
temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable

future.
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o

B F+ZA=+—HI% For the year ended 31 December 2021

26. HEARE

26. LEASE LIABILITIES

=8=-—% ZE-TF
2021 2020
FTHRT FAT
HK$'000 HK$'000
ERHEEEE: Lease liabilities payables:
—F R Within 1 year 353 1,243
—FRERFER After 1 year but within 2 years 371 1,308
MEREBRFRA After 2 years but within 5 years 1,020 794
1,744 3,345
W MBI B EE Less: Amounts due for settlement
Rtz TIH IN JHH%‘ within 12 months shown
2RI under current liabilities (353) (1,243)
FERBEBETHET Amounts due for settlement after
RTZEBEIIESHER 12 months shown under
Z B non-current liabilities 1,391 2,102
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HE_—Z F+=) HIEE & For the year ended 31 December 2021

27. RAR&EE 27. CAPITAL AND RESERVES
a) ANEEGEAERZZEZERMHREINR a) The reconciliation between the opening and closing
FREGBZHRIENGEEREHE balances of each component of the Group's consolidated
W e BRBARR R 28R E0 5 R F equity is set out in the consolidated statement of
VEFRBMzESFEBEEHNDT : changes in equity. Details of the changes in the

Company'’s individual components of equity between the

beginning and the end of the year are set out below:

RAREEAELRE
Attributable to owners of the Company
e RAEE 2t ER B
Share Share  Accumulated
capital premium losses Total
THR Thn THL THATL
HK$'000 HK$'000 HK$'000 HK$'000
R_ZE-%%-F—-A At 1 January 2020 234,170 2,243,256 (57,864) 2,419,562
ZECFEIEREY Changes in equity for 2020:
rEEEHR Loss for the year - - (12,829) (12,829)
AEEEMERRE Other comprehensive income for the year - - - -
rEERAFREE Total comprehensive loss for the year - = (12,829) (12,829)
WZE-TF+-A=+—H At31 December 2020
RZZ--F-f—H and 1 January 2021 234,170 2,243,256 (70,693) 2,406,733
ZECEIEREY Changes in equity for 2021:
AEEER Loss for the year - - (12,242) (12,242)
AEEEMRENKE Other comprehensive income for the year - - - -
rEEZEAFRARE Total comprehensive loss for the year - = (12,242) (12,242)
MZZE-Z—-F+-FA=+—H At 31 December 2021 234,170 2,243,256 (82,935) 2,394,491
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F—H L% & For

27. BAER##E (&)

b)

the year ended 31 December 2021

27.

CAPITAL AND RESERVES (Continued)

EERBEITRA b) Authorised and issued share capital
KROHE S8
Number of
shares Amount
T % FHEIT
‘000 HK$'000
FREEO. 108 T2 ZFK Ordinary shares of HK$0.10 each
EE Authorised
R-ZZE_TF—-H—-H" At 1 January 2020,
“Z-THF+ZA=+T—BK 31 December 2020, and
—E-_—H%t-A=t—H 31 December 2021 4,000,000 400,000
Eﬁ'_&%ﬂ Issued and fully paid
B’\ T-TF—-H—AH" At 1 January 2020,
ZEZEF+ZA=+—HK 31 December 2020, and
—E-—f+-A=+—H 31 December 2021 2,341,700 234,170

ERERBAEANERERTREIR ZK

BERRARFICEHLEZEER—FE2
KREE FBLTBEREERRNR 2R
EEAZAHRSERZ -
ﬁ%ﬂﬁi‘ﬁ%ﬁ&ﬁﬂ’\]

i) 4 g

$ETJ§5¥EJXE¥%AT/£ B An it B
RAMBD IR T ARRBRR - R
ZHEFEN KBRS ZBHR A
RAIBERNNAEEBBIED
EEEIMET -

KRBz RERREEHREG
#9149,950,000% JT EDZK’AET
R K IERER AR EZ D%
ﬁﬂizwﬁé’éfﬁ%{ﬁz&% © BZR
REIR—NANANEAA=Z+NA
e B R Bl 122 Ak B PR A B PR FE B Y
BARIE RS CHBFEERE
BzE%-
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The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company. All
ordinary shares rank equally with regard to the
Company'’s residual assets.

Nature and purpose of reserves

)

Share premium

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

The share premium of the Company included the
contribution surplus of approximately
HK$149,950,000 which represented the difference
between the nominal value of the shares of the
Company issued in exchange for the entire issued
share capital of Lee Shing Holdings Limited and the
value of the underlying net assets of the subsidiaries
held by Lee Shing Holdings Limited at the date they
were acquired by the Company on 29 September
1999.
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< For the year ended 31 December 2021

27. CAPITAL AND RESERVES (Continued)

¢) Nature and purpose of reserves (Continued)

if)

iv)

Capital reserve

The capital reserve represents the capitalised
aggregate appropriations to the statutory reserves
made by the Group as a result of group

reorganisation.

Statutory reserves

Transfers from retained profits to statutory reserves
were made in accordance with the relevant PRC
rules and regulations and the articles of association
of the Company’s subsidiaries established in the
PRC and were approved by the respective boards of

directors.

Statutory reserves can be used to offset previous
years' losses, if any, and may be converted into
paid-up capital provided that the balance of the
statutory reserves after such conversion is not less

than 25% of the entity’s registered capital.

The Company’s certain subsidiaries in the PRC are
required to transfer a minimum of 10% of their net
profits, as determined in accordance with the PRC
accounting rules and regulations to the statutory
reserves until the reserve balance reaches 50% of
the registered capital. The transfer must be made

before distribution of dividends to owners.

Translation reserve

The translation reserve comprises all foreign
exchange differences arising from the translation of
the financial statements of foreign operations. The
reserve is dealt with in accordance with the

accounting policies set out in note 2(r).
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As at 31 December 2021, the aggregate amount of the
Company’s reserves available for distribution to owners
of the Company was approximately HK$2,160,321,000
(2020: HK$2,172,563,000) which included the
Company's share premium of approximately
HK$2,243,256,000 (2020: HK$2,243,256,000), and
offsetting with accumulated losses of approximately
HK$82,935,000 (2020: HK$70,693,000). These reserves
are available for distribution provided that immediately
following the date on which the dividend is proposed,
the Company will be able to pay off its debts as they fall
due in the ordinary course of business.

The Group's primary objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for
shareholders and benefit for other stakeholders and to
maintain an optimal capital structure to reduce the cost
of capital.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the
higher stakeholder returns that might be possible with
higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in
economic conditions. In order to maintain or adjust the
capital structure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return
capital to shareholders or sell assets to reduce debt.

Consistent with industry practice, the Group monitors its
capital structure on the basis of the gearing ratio. This
ratio is calculated as the Group’s borrowings less cash
and cash equivalents over its total equity attributable to
owners of the Company. There were no net debt for the
Group as at 31 December 2021 and 2020. During the
year ended 31 December 2021, the Group’s strategy was
unchanged from year 2020.

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.
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At the annual general meeting of the Company held on 6 June
2014, the shareholders of the Company approved the
adoption of a share option scheme (the “Share Option
Scheme”), which will be valid for 10 years from the date of its

adoption.

Under the Share Option Scheme, the directors of the Company
may grant share options to eligible persons, 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 development and growth of 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 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 of the Company to each grantee at the time of
making the offer, but in any event, shall not exceed the period
of 10 years from the date of grant of the particular option,

subject to the early termination of the Share Option Scheme.

The maximum number of shares to be issued upon the exercise
of options that may be granted under the Share Option
Scheme is 167,264,305 shares.

There were no share options granted, exercised, forfeited nor
outstanding under the Share Option Scheme during the years
ended 31 December 2021 and 2020.



= /A §
B

B ¥ ¥R =% Bl

5t

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—H 1L %€ For the year ended 31 December 2021

29. MATERIAL RELATED PARTY TRANSACTIONS

HEBALTZRS a) Transactions with related parties
RZSGEAVERRE M ATIRE In addition to the transactions and balances disclosed
ZRGMERIN NRAREEZRS elsewhere in these consolidated financial statements, the
THABE_T_—FR_ZT_FF directors of the Company consider that the followings
TZRA=+—BLEFEARKERL are the material related party transactions entered into by
LERNBEALTRS the Group during the years ended 31 December 2021
and 2020:
BEALER HASEZEEF XEME —E--F —TCEF
2021 2020
Relationship TER TET
Name of related party with the Group Nature of transaction HK$'000 HK$'000
BRELRE ARAIBITES AEBENRBEERABREE
BIZ 165 SR BT G AR X 868 829
Mr. Jiang Quanlong Executive director of Expenses relating to short-term
the Company leases under HKFRS 16 paid
by the Group 868 829
ARAREERE FARZTIR—K The directors of the Company are of the opinion that the
(¥BBREPREREZERFH 2 HE above transactions were entered into under the normal
{&FRET ST © course of business and in accordance with the terms of
the agreements governing such transactions.
HIFEEBAEBZRE b) Transactions with key management personnel
TEEBABZHME (BEXINNFH Emoluments for key management personnel, including
FI0FTBEBE A RRIEERWMF11FT amounts paid to the Company’s directors as disclosed in
FEEavMALESHREEAS note 10, and the highest paid employees and senior
ZEE)WMT management as disclosed in note 11 are as follows:
—E--—fF —E-TF
2021 2020
FERT FET
HK$'000 HK$'000
RHREEREF Short-term employee benefits 5,732 5,489
RIKEER Post-employment benefits 160 129
5,892 5,618

|  Annual Report 2021 4




GASEIN R R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 5 F+=-A H1E%E For the year ended 31 December 2021
30. &R 30. COMMITMENTS
R-_E-_—F+-_A=+—8B K£EBF As at 31 December 2021, the Group had capital commitment
BOE BERIEBEZRERREEZER] in respect of the acquisition and construction of property,
#4718 KR B 1Y B AR IE 49 B4,840,0005 I plant and equipment contracted but not provided for of
(ZZE-ZF :534,00087T) ° approximately HK$4,840,000 (2020: HK$534,000).

. RERES2EMIA 31. FINANCIAL INSTRUMENTS BY CATEGORIES
NEREHMER ZEFERIAZEREEE The carrying amounts of each of the categories of financial
YT instruments at the end of each reporting period are as follows:

—E-—#& —E-FTF
2021 2020
FExT FHET
HK$'000 HK$'000
cRMEE Financial assets
& W AR 3R Trade receivables 539,962 457,879
H fth FE UK Other receivables 958 3,499
HekIReEEER Cash and cash equivalents 1,819,833 1,740,255
REEKAEZEREE Financial assets measured at
amortised cost 2,360,753 2,201,633
—E-—-F —EEF
2021 2020
FTExT FHET
HK$'000 HK$'000
sEaE Financial liabilities
FE S BR 3R Trade payables 106,661 75,607
FEIRERAREMEMNRK Accrued expenses and other payables 23,904 21,891
fEfTE B HIE Amounts due to directors 7,885 5,012
HEBE Lease liabilities 1,744 3,345
REENAFECEREE Financial liabilities measured at
amortised cost 140,194 105,855
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS
The risks associated with the financial instruments include
credit risk, liquidity risk, interest rate risk and currency risk
arise in the normal course of the Group’s business. The
Group's exposure to these risks and the financial risk
management policies and practices used by the Group to

manage these risks are described below.

a) Credit risk
Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group's credit risk is
primarily attributable to trade receivables, other
receivables and bank balances. Management has a credit
policy in place and the exposures to these credit risks are

monitored on an ongoing basis.

Maximum exposure and year-end staging

The tables below show the credit quality and the
maximum exposure to credit risk based on the Group’s
credit policy, which is mainly based on past due
information unless other information is available without
undue cost or effort, and year-end staging classification

as at 31 December.

The amounts presented are gross carrying amounts for
financial assets and the exposure to credit risk for the

financial guarantee contracts.
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

a) Credit risk (Continued)

Maximum exposure and year-end staging (Continued)

—E--%
2021
=R
2R
FEFE
12-month BEFEN2BHNEERFRE
ECLs Lifetime ECLs
E-KB E-KB EZEAE  WHE it
Simplified
Stage 1 Stage 2 Stage3  approach Total
TERT TERT TERT TERT TERT
HKS$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
JE I B 3R Trade receivables - - - 583,157 583,157
H fth e U 3% Other receivables 958 - 1,471 - 2,429
RITHE R Bank balances 1,819,772 - - - 1,819,772
1,820,730 - 1.471 583,157 2,405,358
—TCERE
2020
+=fA
2 TBH
=EEE
12-month EEGEHzBHEERR
ECLs Lifetime ECLs
K F-BBR 0 E=RBR @R H@Er
Simplified
Stage 1 Stage 2 Stage 3 approach Total
FTHEL FTHEL FTHET THEL FTHEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
JEE i BR 3K Trade receivables - - - 494,392 494,392
H A R UK Other receivables 3,499 = 2,380 = 5,879
RITHE Bank balances 1,740,229 - - - 1,740,229
1,743,728 - 2,380 494,392 2,240,500
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
a) Credit risk (Continued)

i)

Trade receivables

In respect of trade receivables, in order to minimise
credit risk, the management has a credit policy in
place and the exposures to these credit risks are
monitored on an ongoing basis. Credit evaluations
of its customers’ financial position and conditions
are performed on each major customer periodically.
These evaluations focus on the customers’ past
history of making payments when due and current
ability to pay, and take into account information
specific to the customers as well as pertaining to
the economic environment in which the customers
operate. The Group does not require collateral in

respect of its financial assets.

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. The default risk of the industry and the
country in which customers operate also has an
influence on credit risk but to a lesser extent. At the
end of the reporting period, 24.4% (2020: 0.1%)
and 81.2% (2020: 68.5%) of the total trade
receivables were due from the Group's largest
customer and the five largest customers

respectively.



32. HKERE

(%)

= A\ B

in 6 B #5 ¥R % B 5E

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

EREMIBE2ATE

a) fFERM (&)

oo
i

x?I%',\I_IIﬁIbﬁ“‘?DB?EIEI;‘JﬁIE
BRESAMBAARAZ SR
EEMREE NR_F_—FK
—E-FHEF_A=F+—H &
SERRHESEARERZEE
[ B B (R AT 4R o

FEBRBEBUHHELNFE
O AEKRER BEFES

IEMEEER  NRRREE
B2 T SRR BB AN

(et R 92 RERE - ERES
Az BB B R B R
W% B2 B R T RS
R - EAREEERAR
BB - AREE R ERA
BT ERERE T hN %
TEFREARERARBEY
MBS MZEAREHREES
RIB 4 KRB B 3R
BT - ARSI E YRR BT
AREEF S BEREFREN
EOEET  LEBANHES
AR5 0 T o B A 1
e

>IFFFI

Hﬂ]»

A

? For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
a) Credit risk (Continued)

)

Trade receivables (Continued)

The maximum exposure to credit risk is represented
by the carrying amount of each financial asset in
the consolidated statement of financial position
after deducting any impairment loss. As at 31
December 2021 and 2020, the Group did not
provide any guarantees which would expose the

Group to credit risk.

The Group assesses lifetime ECLs for trade
receivables under HKFRS 9 to ensure that adequate
impairment losses are made for significant increase
in the likelihood or risk of a default occurring. The
ECLs on trade receivables are assessed for debtors
individually or collectively using a provision matrix
with appropriate groupings. As part of the Group's
credit risk management, the Group uses debtors’
ageing to assess with the impairment loss because
these customers consist of a large number of
customers which share common risk characteristics
that are representative of the customers’ abilities to
pay all amounts due in accordance with the
contractual terms. The estimated loss rates are
estimated on historical observed default rates over
the expected lives of the debtors and are adjusted
for forward-looking information that is available

without undue cost or effort.
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i)

FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
a) Credit risk (Continued)
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JE () i) Trade receivables (Continued)
TRIEHABAEBREWERER The following table provides information about the
frAEEERBR EHREEEIR Group's exposure to credit risk and ECLs for trade
ZER receivables:
“E--F
2021
RHEEE FEAE HAEZEREE
Expected  Gross carrying  Loss allowances
loss rate amount  for impairment
TER TER
HK$'000 HK$'000
NG (o) Current (not yet past due) 1.91% 312,143 5,965
BEHHVRNEA Less than 6 months past due 8.39% 243,061 20,385
pHBANEARIR-F More than 6 months but less
than 1 year past due 12.67% 12,607 1,598
BHBA-FEIRERE More than 1 year but less
than 2 years past due 28.68% 139 40
BHBARE Over 2 years past due 100% 15,207 15,207
583,157 43,195
it e 3
2020
BHEEX FREE AEzEREH
Expected Gross carrying  Loss allowances
loss rate amount  for impairment
ThER THEL
HK$'000 HK$'000
BE (Rm ) Current (not yet past due) 1.74% 246,674 4,304
jak AN Less than 6 months past due 7.08% 222,066 15,718
afRA EAEIR-F More than 6 months but less
than 1 year past due 9.39% 8,335 783
afBA-FEINRE More than 1 year but less
than 2 years past due 25.51% 2,160 551
jakilEy TRk Over 2 years past due 100% 15,157 15,157
494,392 36,513
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

a)

b)

Credit risk (Continued)
) Trade receivables (Continued)
Expected loss rates are based on actual loss
experience over the past 2 years. These rates are
adjusted to reflect differences between economic
conditions during the period over which the
historical data has been collected, current
conditions and the Group’s view of economic
conditions over the expected lives of the

receivables.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade

receivables are set out in note 21.

ii)  Bank balances
The Group mitigates its exposure to credit risk by
placing deposits with financial institutions with
established credit rating. Given the high credit
ratings of the banks, the management does not
expect any counterparty to fail to meet its

obligations.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short-term investment of cash surpluses and the
raising of loans to cover expected cash demands, subject
to the approval from board of directors. The Group's
policy is to regularly monitor current and expected
liquidity requirements and its compliance with lending
covenants to ensure that it maintains sufficient amount
of cash and adequate committed lines of funding from
major financial institutions to meet its liquidity

requirements in the short and longer term.
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EREMIAZAYE 32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

b) Liquidity risk (Continued)
The following tables set out the remaining contractual
maturities at the end of the reporting period of the
Group’s financial liabilities based on contractual
undiscounted cash flows (including interest payments

computed using contractual rates or, if floating, based on

Annual Report 2021 4:#

BT AAE rates at the end of the reporting period) and the earliest
date the Group can be required to pay:
—E--F
2021
BRRERRLRE
Contractual undiscounted cash outflow
-FRy  -FRE  WERE
REREE GEI nER szt REE
More than ~ More than
Within  1year but 2 years but
1 year or less than less than Carrying
on demand 2 years 5 years Total amount
ThER TERT ThER ThER ThER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FITELRER Non-derivative financial
liabilities
FERERR Trade payables 106,661 - - 106,661 106,661
BREAREMENT Accrued expenses and other
payables 23,904 - - 23,904 23,904
EREZHE Amounts due to directors 7,885 - - 7,885 7,885
HEAE Lease liabilities 432 432 1,085 1,949 1,744
138,882 432 1,085 140,399 140,194
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FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
REELER (&) b) Liquidity risk (Continued)
ZTCEE
2020
BRRBER IR
Contractual undiscounted cash outflow
—ERK — & M &{E
REXER MER TER @t REE
More than ~ More than
Within 1yearbut 2 years but
1 year or less than less than Carrying
on demand 2 years 5 years Total amount
Thx ThR Thx Thx Thx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTESRERE Non-derivative financial
liabilities
FERERR Trade payables 75,607 = S 75,607 75,607
HAREARAMENT Accrued expenses and other
payables 21,891 - - 21,891 21,891
ERESZE Amounts due to directors 5,012 - - 5,012 5,012
MEAR Lease liabilities 1,379 1,379 805 3,563 3,345
103,889 1,379 805 106,073 105,855
F = E R ¢) Interest rate risk

AEBZNXEBREIBERERE KA
TEERE -ARAERREEEE
BZHXBERTEEARES Bt A
SERHSBTEFEEANZAR -

The Group's interest rate risk arises primarily from cash

and cash equivalents. The Group does not anticipate

significant interest rate risk to cash and cash equivalents

because the interest rates of these balances are not

expected to change significantly.
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TRAMHIAEEN RS KB
EERERBEHRNMEA

32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

¢) Interest rate risk (Continued)
) Interest rate profile
The following table details the interest rate profile
of the Group’s cash and cash equivalents at the end

of the reporting period:

=
—E--f “TFHF
2021 2020
BERA=E TERT ERF = FET
Effective Effective
interest rate HK$’000 interest rate HK$'000

B RBE&EEER Cash and cash equivalents 0%-0.3% 1,819,833 0%-0.3% 1,740,255

1) BN JE 7 1
RZEZ—F+=ZA=+—8"
EREEMEHSRBETEZNER
T EE R RERE A TS0
EEB M, RO RNEBARF
EBRB &R KRR,/ ENAE
2515 18497,208,000% 7T (=
TTF BNRSAEEE

—E-ZEFE+-_A=+—A801F
FEZBBREZF R,/
N5 B R 5T E 18 496,867,000%8
JT) o FREEEE b A o TR E 4R
AREMEMIBPHLESLE -

LIRS D AT TR BN S H
X%%FZN*@@WEE°%
A DBRRRBERRZ KE
Eﬁﬂlﬂm%ﬁigﬁiﬁﬁ
MRS - SOEEM LK TRER
AEAEREEABERNER
Aﬁﬁﬁzgﬁ'i%mﬁﬁﬂ
M= EE R LR B HORT
Z_ZEREREY E{’Eﬁyﬁﬁ g
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i) Sensitivity analysis

As at 31 December 2021, it is estimated that a
general increase/decrease of 50 basis points in
interest rates, with all other variables held constant,
would increase/decrease the Group's profit after
taxation for the year and decrease/increase the
Group’s accumulated losses by approximately
HK$7,208,000 (2020: increase/decrease the Group's
profit after taxation for the year ended 31
December 2020 and decrease/increase the Group's
accumulated losses by approximately
HK$6,867,000). Other components of consolidated
equity would not be changed in response to the
general increase or decrease in interest rates.

The sensitivity analysis above has been determined
based on the exposure to interest rates at the end
of the reporting period. The analysis is prepared
assuming the financial instruments outstanding at
the end of the reporting period were outstanding
for the whole year. The 50 basis points increase or
decrease is used when reporting interest rate risk
internally to key management personnel and
represents management’s assessment of the
reasonably possible changes in interest rates. The
analysis is performed on the same basis for year
2020.
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EXrZRNERBEEEERNOI

REBIVSINEBETEEMELR
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EBNRERERREEFEHE

MEHERER SREERERRZE
BEERET(XT)) -

HE T F+_—H F4FJZ For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

d)

Currency risk

The Group is exposed to currency risk primarily through

sales and purchases which give rise to receivables,

payables, and cash and cash equivalents that are

denominated in a currency other than the functional

currency of the group entities to which they relate. The

currency giving rise to currency risk is primarily United
States dollars (“US$").

0 A g i) Exposure to currency risk
TRFAINREE KB A EE The following table details the Group's exposure to
EREAIEEEUIINE BT currency risk arising from recognised assets or
BZERREEXBBEMERESE liabilities denominated in a currency other than the
B R e functional currency of the group entities to which

they relate.

FEEZE¥ERK E ETT
Exposure to currency risk uss$ us$
—E-—& —E TR
2021 2020
FER TAET
HK$'000 HK$'000
JFE U8 B R % L At B LR Trade and other receivables 10,196 5,439
RekReEEER Cash and cash equivalents 2,331 1,226
& {1 AR 30 B EL B - 3R Trade and other payables (7,758) (4,716)
P s RE KRR Overall exposure to currency risk 4,769 1,949

74 85 10 55 3 4 90 51 6 FE OB I
BRI AR - AR
BEIERNEER  LEESR
EEREEHABAESER -

The Group currently does not have a foreign
currency hedging policy in respect of its foreign
currency receivables and debts. The Group will
monitor its foreign currency exposure closely and
will consider hedging significant currency exposure

should the need arises.
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the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

B B () d) Currency risk (Continued)
BB 2T i) Sensitivity analysis
TRINIAAEEZ BFIE & T & The following table indicates the instantaneous
i BEREASEBRHRESHRE change in the Group's profit after taxation and
E¥E KRR 2 INEE XN Z A accumulated losses that would arise if foreign
ARz A RS MR EE exchange rates to which the Group has significant
2EE  WRTEHEMRERZHE exposure at the end of the reporting period had
R - changed at that date, assuming all other risk
variables remained constant.
BB R R BRI 1808 A
B/ (H) #gm/ (R )
S = kR ER N X REHEE
#gm/(Hd) WL /Em)  En/CRS) mD /08
Increase/ Increase/
(decrease) in (decrease) in
profit after profit after
Increase/  taxation and Increase/ taxation and
(decrease) decrease/ (decrease) decrease/
in foreign (increase) in in foreign (increase) in
exchange  accumulated exchange accumulated
rates losses rates losses
—B--F il i 323
2021 2020
TER THET
HK$'000 HK$'000
EH us$ 5% 200 5% 79
(5%) (200) (5%) (79)

ERFAIRZAOMBERREH AR
AIRAP RS 2 &K BARRS
BN EBA BT RS RES
RERBEABTAEEY
A B Bt 1 058 1) R AR 25 2 BB 57
Lm o

Lt SRR AT T AR R IS TE R
ZEHERAREFAEALER
REMARMBAZERITAME
FeoMBEIMK_"T_TF 2
Al AEHETT o
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Results of the analysis as presented in the above
table represent an aggregate of the instantaneous
effects on profit after taxation and equity for each
of the Company’s subsidiaries established in the
PRC measured in their respective functional
currencies, translated into Hong Kong dollars at the
exchange rate ruling at the end of each reporting
period for presentation purposes.

The sensitivity analysis above has been determined
assuming that the change in foreign exchange rates
had been applied to re-measure those financial
instruments held by the Group at the end of the
reporting period. The analysis is performed on the
same basis for year 2020.
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2. IXEREERSEMIBEZATE 32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

33.

(&) OF FINANCIAL INSTRUMENTS (Continued)

e) e) Fair value measurement
o =7 DB ER Fair values of financial assets and liabilities carried at
B &2 R other than fair value
RZE - FR_ZE-_ZEF+_A The carrying amounts of the Group's financial
=+—HB - NEBIRK A HEN A instruments carried at cost or amortised cost are not
ECeRmITAZERAERRES ZA materially different from their fair values as at 31

FEYEEAER -

December 2021 and 2020.

METHMELEABEZHE 33. RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES
TRFIIAEERETHIELAAEZE The table below details changes in the Group’s liabilities
B BIERESNIIERESED g EFTEET arising from financing activities, including both cash and
EXAENRSREERAAKREES RS non-cash changes. Liabilities arising from financing activities
BRGEHRERERIBARETHEE are those for which cash flows were, or future cash flows will

ZRETRE -

be, classified in the consolidated statement of cash flows as
cash flows from financing activities.

HESE BRZE @i
Lease Discounted
liabilities bills Total
FHT TR TET
HK$'000 HK$'000 HK$'000
RZF-FF—A—H At 1 January 2020 4,526 - 4,526
REREREZEY ! Changes from financing cash flows:
BENEERE ZEADH Capital element of lease rentals paid (1,181) = (1,181)
ENEERS 2FI B Interest element of lease rentals paid (199) = (199)
BAFHIE Interest paid = (241) (241)
Hittg2 5 Other changes:
FISF % (f8(a)) Interest expenses (note 8(a)) 199 241 440
RZZB-ZE+-A=1+—H At 31 December 2020
F—E-—-%—f—H and 1 January 2021 3,345 - 3,345
REREREZSE ! Changes from financing cash flows:
ENEERE 2ERSH Capital element of lease rentals paid (815) - (815)
ERHERS 2 TS8R Interest element of lease rentals paid (134) - (134)
B8 Interest paid - (321) (321)
Hitt#5 Other changes:
FE R (i 8(a)) Interest expenses (note 8(a)) 134 321 455
HEgEETIE Reassessment on lease liabilities (2,628) - (2,628)
A HESHREESEEN Increase in lease liabilities from
entering into a new lease 1,842 - 1,842
R-Z-_—-%#+-A=+-H At 31 December 2021 1,744 - 1,744
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34.
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F—H For the year ended 31 December 2021

NEIEHEZBBARRE 34, COMPANY-LEVEL STATEMENT OF FINANCIAL
POSITION
—EB-—F —E-EF
2021 2020
s FTER FHET
Note HK$'000 HK$'000
FREBEE Non-current assets
% Equipment 196 77
FREEE Right-of-use assets 1,662 3,183
WEBARZIRE Investments in subsidiaries 19 151,707 151,707
153,565 154,967
REBEE Current assets
Rt FE kg Prepayments and deposits 244 510
JE U Bf /B A B ZNIE Amounts due from subsidiaries 2,256,171 2,264,089
RekFeFEER Cash and cash equivalents 275 326
2,256,690 2,264,925
RBEE Current liabilities
FEst R IE N H At FE A 3R Accruals and other payables 7,349 7,612
FEREEFHIA Amounts due to directors 4,412 1,931
FERTB B A R 3R I8 Amounts due to subsidiaries 2,259 271
HEBE Lease liabilities 353 1,243
14,373 11,057
REBEEFE Net current assets 2,242,317 2,253,868
BEELERRBAEG Total assets less current
liabilities 2,395,882 2,408,835
*RBEE Non-current liabilities
HEAE Lease liabilities 1,391 2,102
BEEFE NET ASSETS 2,394,491 2,406,733
BEXR#E CAPITAL AND RESERVES 27
(LN Share capital 234,170 234,170
1 Reserves 2,160,321 2,172,563
EZBE TOTAL EQUITY 2,394,491 2,406,733
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35. R EZE-FE-_—&+=-HA=1+—H

EFECEMAEERERZBITAE
M EARZRBZAUELE

BEUSHEAMEHREATIZAY &S
AHASCEMTIRBE_T_—F
TZA=+t-BLFEHRERBELER
WEHEE BB RER T RBAE T A RFE]
R HRBEATAIEAREERHE -

BEUBRSENE 7% REAOREBET
BEUERLENEIR BIA FOERRWL
EAUBREENF 105K REZREBENRRALLY
BRI ENENT TR BEELERRA
BREUBRLENS 6% 2 BIA S -FAAZTR%L
COVID-19EEREE S
TOAFRHEESEUR

BERBESH (ZF-%F)

BRETENRIRZBTA

KRBT
BREGHENERZBIAR  SHHRIKE
BRNBREEUETRE
2%
BEGHENZSRZBTA  SifEizEE
BRGHENENRZETR  HE-RHEENEER
BERE REAER
BROHENE6RZETR  hE BERRE:

R RamAfaR

BRGHENENRLEIE  ARADH-BURKE

BRMBREEN TR -\FECR-REER
M%ﬁu4WZ¢E&®
' R-B_=F-A - RAZBRRABRNFE
HIRAM -
2 KRB _F—A-BHZRFRENFE
IR AR -
: KRB —FMA-BRZERRIEHNFE
HR AR -
¢ ORBTARZARRZRRENFEHME
R

AEBEREFGEZFTEZBN V6 ER HE

ZEBYE - BEAN AEERARM
HEBTATATEEARE 2 GAH B

BREREATE -

H1E%E For the year ended 31 December 2021

35. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31

DECEMBER 2021

Up to the date of issuance of these consolidated financial

statements, the HKICPA has issued a number of amendments

and new standard which are not yet effective for the year

ended 31 December 2021 and which have not been adopted

in these consolidated financial statements. These include the

following which may be relevant to the Group.

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 10

and HKAS 28

Amendments to HKFRS 16

Amendments to HKAS 1

Amendments to HKAS 1 and

HKFRS Practice Statement 2

Amendments to HKAS 8
Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKAS 37

Amendments to HKFRSs

g Effective for annual

Insurance Contracts and the Related
Amendments '

Reference to the Conceptual Framework 2

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture ¢

COVID-19-related Rent Concessions beyond
30 June 20213

Classification of Liabilities as Current or
Non-current and Related Amendments to
Hong Kong Interpretation 5 (2020) '

Disclosure of Accounting Policies !

Definition of Accounting Estimates '

Deferred Tax related to Assets and Liabilities
arising from a Single Transaction '

Property, Plant and Equipment - Proceeds
before Intended Use 2

Onerous Contract - Cost of Fulfilling a
Contract ?

Annual Improvements to HKFRSs 2018-2020 2

periods beginning on or after 1 January

2023.

d Effective for annual periods beginning on or after 1 January
2022.

g Effective for annual periods beginning on or after 1 April 2021.

& Effective for annual periods beginning on or after a date to be
determined.

The Group is in the process of making an assessment of what

the impact of these developments are expected to be in the

period of initial application. So far the Group has concluded

that the adoption of them is unlikely to have significant impact

on the Group's consolidated financial statements.
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HE+-A=1t—-HLEE

For the year ended 31 December

—E--f ZZ2-TF ZT-NF ZZE-NF ZT—+tF

2021 2020 2019 2018 2017

FHET FHET FAT FAT FAT

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

N Revenue 1,212,471 1,112,317 1,018,535 902,095 637,162

SHE R A Cost of sales (1,126,488)  (1,036,492) (941,427) (841,667) (611,531)

=S Gross profit 85,983 75,825 77,108 60,428 25,631

BRI A (E18) Profit/(loss) before taxation 28,083 26,495 40,908 921 (79,402)

i8R Income tax charge (2,647) (5,887) (1,321) (8,297) (5,379)

REEHEMN / (E518) Profit/(loss) for the year 25,436 20,608 39,587 (7,376) (84,781)

FEAL - Attributable to:

RAREE A Owners of the Company 24,274 19,710 38,885 (5,424) (82,839)

FEPR IR i Non-controlling interests 1,162 898 702 (1,952) (1,942)

25,436 20,608 39,587 (7,376) (84,781)

R+t=ZA=+-8
As at 31 December

—B--Ff ZT-FF ZT-NF ZFT-/N\&F ZT—tF

2021 2020 2019 2018 2017

FTHET FHET FET FHET FET

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

mEEE Current assets 2,730,581 2,679,928 2,464,774 2,472,316 2,512,509

FEREEE Non-current assets 316,424 252,585 267,282 297,941 409,082

LERE Total assets 3,047,005 2,932,513 2,732,056 2,770,257 2,921,591

mEAR Current liabilities 155,366 145,842 127,102 151,575 167,781

EREAaE Non-current liabilities 1,391 2,102 3,345 = =

BEBE Total liabilities 156,757 147,944 130,447 151,575 167,781

BEFE Net assets 2,890,248 2,784,569 2,601,609 2,618,682 2,753,810

P& A Share capital 234,170 234,170 234,170 234,170 234,170

i Reserves 2,647,191 2,542,911 2,361,275 2,378,921 2,511,665
RAEHA A Equity attributable to

JEfh R owners of the Company 2,881,361 2,777,081 2,595,445 2,613,091 2,745,835

TR Non-controlling interests 8,887 7,488 6,164 5,591 7,975

EneE Total equity 2,890,248 2,784,569 2,601,609 2,618,682 2,753,810
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