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REPORT OF THE DIRECTORS (CONTINUED)
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DIRECTORS’ INTERESTS IN SECURITIES (continued)

Interests in the shares of associated corporations (long position)
(continued)
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REPORT OF THE DIRECTORS (CONTINUED)

SHARE OPTION SCHEME (continued)

As at 31 December 2021, options to subscribe for a total of
348,400,000 Shares were outstanding under the Scheme (the
“Options”).

ooo Notes:
(1) 40000000 000000000 OOOOOOOO (1) 4,000,000 shares in Century Sunshine are the number of underlying shares which may be O
goooooooooooooo issued to Ms. Lee Man Ching, the spouse of Mr. Kwan Ngai Kit, under the options held. O ooooo
ooooo oo oo oo oo ooo
0000000 O0oO0oO0oboOoooonboa Save as disclosed above, at 31 December 2021, none of the oooo ooo ooo ooo ooo oooo ooo
OO0oO0oOoooooooOoooooon Directors or their associates had any interests or short positions o S S S S o oo
00000000000 MMO0O00on in the shares and underlying shares of the Company or any of its ettt :r"a‘::: ex:::::: ca:’::ﬁ:: (’l:::‘s’:: el rcics
oooboomooooooooooo associated corporations as defined in the SFO. 1 January during during during during 31 December price
ooooooad 2021 the year the year the year the year 2021 (note)
oo
oooao SHARE OPTION SCHEME HKS
dodoooooooooooooo In order to attract and retain the best quality employees for the (A oo
OODDO0000D0DO0OO0OD0ODO0OOO development of the Group’s businesses and to provide additional Employees iig*ggg*ggg - - - i 122*388*888 g';‘
ddoooooooooooooooon incentives or rewards to selected qualifying participants, the o o '
doodooooooDoooOoaao Company adopted a share option scheme on 4 December 2017 (the (8) 00O
0dooDooDodooooooooon “Scheme”). The qualifying participants mainly include employees Directors
00000O0000000000000 and directors of the Group and any substantial shareholders, and og SOLOUOC0 - - - - SULO0C0 U
00000o0o0oDDOoOoO0ooooao the consultants or adviser, distributors, contractors, suppliers, Shum Sai chit
Oo00o0oo0oooOooooooooo service providers, agent, customer and business partner of the ooo* 3,000,000 _ _ _ (3,000,000) _ 04
ddoooooooooooooooon Group who have contribution to the Group. The Scheme, unless Chi Jing Chao*
ddoooooooooooooooon otherwise cancelled or amended, will remain in force for 10 years ,
odo000doooooooem™Oon since its establishing date. The remaining life of the Scheme is Sle?\gman# 2000000 h h h LR h 04
ddoooooooogm approximately 6 years (expiry on 4 December 2027).
ooo 5,000,000 - - - - 5,000,000 0.4
Kwong Ping Man
ooo 5,000,000 = = = = 5,000,000 0.4
Cheung Sound Poon
ooo 5,000,000 - - - - 5,000,000 04
Kwan Ngai Kit
216,400,000 - - - (8,000,000) 208,400,000 04
140,000,000 - - - - 140,000,000 0.3
356,400,000 - - - (8,000,000) 348,400,000 -
* pgooooooooooo * resigned on 1 August 2021
i gooo0oOoDOooOoooOo # retired on 30 June 2021
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 42 to 44 of the
annual report.

DEBENTURES

Save as disclosed in “Directors’ interests in securities”, at no time
during the year was the Company, or any of its holding companies,
subsidiaries and fellow subsidiaries a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’ duties,
responsibilities and performance and the results of the Group.

PERMITTED INDEMNITY PROVISION

During the year ended 31 December 2021, a permitted indemnity
provision as defined in the Hong Kong Companies Ordinance was in
force for an indemnity against liability incurred by the Directors.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No Directors nor a connected entity of Directors had a material
interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of
the Group to which any of the Company’s holding companies,
subsidiaries or fellow subsidiaries was a party during the year.

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

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any listed securities of the Company during the year
ended 31 December 2021.
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REPORT OF THE DIRECTORS (CONTINUED)

SUBSTANTIAL SHAREHOLDERS

At 31 December 2021, the register of substantial shareholders
kept by the Company pursuant to Section 336 of the SFO shows
that other than the interests disclosed above in respect of certain
Directors, the following Shareholder had notified the Company of
relevant interests and short positions in the issued share capital of
the Company:

oooono ooon

ooon ooono oooooo
Number of

ordinary % of issued

Name of Shareholder shares held share capital

Ming Xin Developments Limited [7 [7 [J 17 5[J (note 1 and 5) 4,761,117,434 (L) 72.31

200,000,000 (S) 3.04

New Bright Group Limited 7 [J [J 2[7 5[J (note 2 and 5) 4,761,117,434 (L) 72.31

200,000,000 (S) 3.04

00000000000 OoO 3050 4,761,117,434 (L) 72.31

Century Sunshine Group Holdings Limited (note 3 and 5) 200,000,000 (S) 3.04

O00Joo40 50 4,761,117,434 (L) 72.31

Chi Wen Fu (note 4 and 5) 200,000,000 (S) 3.04

ooo

(1) 4,761,117,4340 O Ming Xin Developments Limited
gooooo

(2) Ming Xin Developments Limited O New Bright
Group LimitedDO O OOODOOOOOOODOOO
0000 O0New Bright Group LimitedO 0 0 0O
Ming Xin Developments LimitedO0 0000000
ooooo

(3) New Bright Group LimitedD 0D 0 00000000
000000 00o0ooUooUooUooooooOoo
0 0 O Ming Xin Developments Limited0 O 0 0O O
oooooooo

(4) 000000000 MOMing Xin Developments
LimitedDODODOOD0OO0DMOOO0OO0DOOOODOO
0o0o0oU0oOooOo0oOoooOooOooOooo
000O0O00O0O0O00OOMing Xin Developments
LimtedOOOOOOODODOOOOO

(5) gooooOO0o0oOoOoobDOoOoobObOOoOoooDoo
0 0O O O Ming Xin Developments Limited] O 0O 0O O
0 T Mega Prime Development Limited 00O 0O O
goodooobOooOooOoOobooboooooo
0000000000 200000000000000
goooo

Note:

(1) 4,761,117,434 shares are beneficially owned by Ming Xin Developments Limited.

2) Ming Xin Developments Limited is a wholly-owned subsidiary of New Bright Group
Limited. As such, New Bright Group Limited is deemed to be interested in all the shares
in which Ming Xin Developments is interested by virtue of the SFO.

(3) New Bright Group Limited is a wholly-owned subsidiary of Century Sunshine. As
such, Century Sunshine is deemed to be interested in all the shares in which Ming Xin
Developments is interested by virtue of the SFO.

(4) Mr. Chi Wen Fu controls more than one-third or more of the voting power at general
meetings of Century Sunshine (the ultimate holding company of Ming Xin Developments
Limited). As such, Mr. Chi Wen Fu is deemed to be interested in all the shares in which
Ming Xin Developments Limited is interested by virtue of the SFO.

(5) On 13 December 2019, Century Sunshine Group Holdings Limited and Ming Xin
Developments Limited as grantors and Mega Prime Development Limited as optionee
entered into the Call Option Agreement, pursuant to which the said grantors agreed to
grant to the said optionee the right and option to acquire 200,000,000 Shares.
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SUBSTANTIAL SHAREHOLDERS (continued)

Save as disclosed above, as at 31 December 2021, the Company
had not been notified by any persons who had interests or short
positions in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the SFO.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-laws
or the laws of Bermuda, which would oblige the Company to offer
new shares on a pro-rata basis to the existing Shareholders.

CONNECTED TRANSACTION

Other than those disclosed in Note 37 to the financial statements,
there was no connected transaction during the year and in prior
period.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules, as at
the latest practical date prior to the printing of this report.

AUDITORS

There has been no other change in the auditors of the Company
during the past three years. HLB Hodgson Impey Cheng Limited will
retire and the Company will propose a resolution at its forthcoming
AGM to reappoint HLB Hodgson Impey Cheng Limited as auditors of
the Company.

By order of the Board

Mr. Shum Sai Chit
Chairman

Hong Kong

31 March 2022

HLB) B # & 3t @ ¥ 3 o A m a3

HODGSON IMPEY CHENG LIMITED
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INDEPENDENT AUDITORS’ REPORT

31/F, Gloucester Tower 0O O

The Landmark oo

11 Pedder Street 000110
Central ooono

Hong Kong ooooboDb310

To the Shareholders of

Rare Earth Magnesium Technology Group Holdings Limited
(In Provisional Liquidation)

(Incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Rare Earth Magnesium Technology Group Holdings Limited
(the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 60 to 174, which comprise the
consolidated statement of financial position as at 31 December
2021, and 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.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matter
described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements. In all other respects, in our
opinion, the consolidated financial statements have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

Material uncertainties relating to the going concern
basis

As explained in Note 1 to the consolidated financial statements, on
3 July 2020, the Company announced that, inter-alia, (i) Century
Sunshine Group Holding Limited (“CS”), the controlling shareholder
of the Company, defaulted on the redemption of the SGD101.75
million in principal amount of subordinated notes (the “CS Payment
Default”); (ii) the Company had received on 30 June 2020 a demand
from one of the bank creditors for the repayment of borrowings of
the Company or its subsidiaries of approximately HK$22.87 million
plus interest accrued and believed it was likely to receive further
calls from its creditors; (iii) the CS Payment Default constituted
an event of default in respect of certain borrowings of the Group,
which became immediately payable on demand; (iv) a winding up
petition has been submitted on 3 July 2020 to the Supreme Court of
Bermuda together with the application for the appointment of the
joint provisional liquidators (“*JPLs”) on a “light touch” basis for debt
restructuring purpose. The JPLs were appointed pursuant to an
order granted by the Supreme Court of Bermuda on 16 July 2020
and granted by the High Court in Hong Kong on 25 August 2020.

On 25 February 2021, the Company received a winding up petition
(the “Petition”) from a creditor which was filed for its failure to repay
an outstanding principal of the unsubordinated and unsecured
notes together with the unpaid interest and default interest
in an aggregate amount of US$20,707,777.78 (approximately
HK$161,111,000). The hearing of the Petition has been adjourned to
be heard together with sanction hearing for the creditors’ scheme
and presently fixed to be heard on 27 May 2022,

As of the date of this report, a scheme of arrangement proposed
by the Company (the “Creditors’ Scheme”) was approved by the
requisite statutory majorities of the scheme creditors on 1 March
2022.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Further, as explained in Note 3 to the consolidated financial
statements, the Group incurred a net loss of approximately
HK$331,883,000 for the year ended 31 December 2021, and, as
of that date, the Group’s current liabilities exceeded its current
assets by approximately HK$483,515,000, its current borrowings
amounted to HK$876,043,000 as at 31 December 2021, while its
cash and cash equivalents amounted to only HK$25,078,000. In
addition, the Group could not fulfil certain covenants or defaulted
in repayment in relation to certain borrowings of the Group
amounting to HK$839,815,000 as at 31 December 2021, which have
become immediately repayable on demand of the lenders. Further,
included in the borrowings of the Group as at 31 December 2021
were borrowings of approximately HK$233,671,000 which the
lenders have commenced litigations against the Group to repay the
outstanding balances.

The conditions described above indicate the existence of material
uncertainties that may cast significant doubt on the Group’s
ability to continue as a going concern. The directors have been
undertaking certain measures to improve the Group’s liquidity and
financial position, as set out in Note 3 to the consolidated financial
statements. The consolidated financial statements have been
prepared on a going concern basis, the validity of which depends
on the eventual successful outcome of the events and conditions,
which are inherently uncertain and as at the date of this report
cannot be ascertained with reasonable certainty and are still subject
to multiple uncertainties, including whether (i) the Company being
able to obtain sanctions of the Creditors’ Scheme from the relevant
court and successfully implement the Creditors’ Scheme and (ii)
the Group being able to implement further cost control measures
on capital investments, production and administrative operations to
reduce overall operating costs of the Group.

Should the Group fail to achieve successful outcomes from the
above-mentioned plans and measures, it might not be able to
continue to operate as a going concern, and adjustments would have
to be made to write down the carrying value of the Group’s assets
to their recoverable amounts, to provide for further liabilities which
might arise and to reclassify non-current assets and non-current
liabilities as current assets and current liabilities respectively.
The effects of these adjustments have not been reflected in these
consolidated financial statements.
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We have not been provided with sufficient appropriate audit
evidence to conclude on the appropriateness of management’s use
of the going concern basis of accounting in the preparation of the
consolidated financial statements because whether the Group could
meet its liabilities as they fall due which depends upon the eventual
successful outcomes of the management’s proposed plan, which
are inherently uncertain. Any adjustments found to be required
may have consequential significant effects on the consolidated net
assets of the Group as at 31 December 2021 and the consolidated
loss and other comprehensive income or loss and cash flows of
the Group for the year ended 31 December 2021, and the related
elements and disclosures thereof presented or disclosed in the
consolidated financial statements.

RESPONSIBILITIES OF THE DIRECTORS AND THE AUDIT COMMITTEE
FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance
with the Hong Kong Financial Reporting Standards (the “HKFRSS”)
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA™) and the Hong Kong Companies Ordinance and for
such internal control as 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
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 either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our responsibility is to conduct an audit of the consolidated financial
statements in accordance with Hong Kong Standards on Auditing
(“HKSAS”) issued by the HKICPA and to issue an auditor’s report
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. However, because of the matter described
in the Basis for Disclaimer of Opinion section of our report, we were
not able to form an audit opinion on these consolidated financial
statements.

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.

The engagement director on the audit resulting in this independent
auditors’ report is Kwok Tsz Chun.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Kwok Tsz Chun
Practising Certificate Number: P06901

Hong Kong, 31 March 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

00000000000000000 Fortheyear ended 31 December 2021

OO0
Notes
oo Revenue 6
oooo Cost of sales
o0 Gross profit
oooooooood Other gains or losses, net 6
ooooood Selling and distribution expenses
good Administrative expenses
oooooooood Net allowance for expected credit
ocOooOooooo losses on trade receivables,
oooooooo deposits and other receivables
ooooooooo Impairment loss recognised
ooooood on property, plant and equipment 18
ooooooooo Impairment loss recognised on
oood right-of-use assets 18
gooooo Impairment loss recognised on
intangible assets 18
oooo Finance costs 8
oooo LOSS BEFORE TAX 7
gooon Income tax expense 11
oood Loss for the year
ooooog OTHER COMPREHENSIVE INCOME
ooooooonon Other comprehensive income
ooooooonon to be reclassified to profit or loss

gogooooobood

in subsequent periods:

Exchange differences on translation of

foreign operations

gogoooooo
gooooo

Other comprehensive income
for the year, net of income tax

goooo

2021
aoo
HK$'000

416,060
(347,285)

68,775

14,712

(4,381)
(99,610)

(53,243)

(175,657)

(5,182)

(2,738)
(69,401)

(326,725)
(5,158)

(331,883)

66,671

66,671

ooooo
2020

ooo
HK$'000

744,836
(614,665)

130,171
8,155
(8,506)
(98,952)

(1,659)

(74,011)

131,071

131,071

goooboooooboo

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED) h
00000000000000000 Forthe year ended 31 December 2021

ooooo ooooo
2021 2020
00 ooo ooo
Notes HK$'000 HK$'000
oooDmoo0@oooo TOTAL COMPREHENSIVE (EXPENSES)/
INCOME FOR THE YEAR (265,212) 57,060
goooooooooo Loss for the year
attributable to:
oooood Owners of the Company (331,883) (74,011)
gooooooooo Total comprehensive (expenses)/
goomooooad income for the year attributable to:
oooooo Owners of the Company (265,212) 57,060
goooa Loss per share:
ooooono — basic and diluted 13 (CHZANRSIESE  (1.120 cents)

60 N Rare Earth Magnesium Technology Group Holdings Limited
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The accompanying notes form an integral part of these consolidated
financial statements.

oooooOooooooon
20210000 < 61



ooooood
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

00000000000000000 Fortheyear ended 31 December 2021

oooobooog
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED) v

00000000000000000 Forthe year ended 31 December 2021

o0
Notes

ooooo NON-CURRENT ASSETS
oooooooo Property, plant and equipment 14
oooon Right-of-use assets 15
oooad Intangible assets 16
ooad Mining rights 17
goooooad Total non-current assets
oood CURRENT ASSETS
oo Inventories 19
dooooooooaono Trade and bills receivables 20
ooooooono Prepayments, deposits and

oooooo other receivables 21
ooooood Pledged bank deposits 22
ooooooooo Cash and cash equivalents 22
gooooo Total current assets
oooo CURRENT LIABILITIES
gooooo Trade payables 23
ooooooooboog Other payables and accruals 24
gooo Contract liabilities 24
oo Borrowings 25
oooad Tax payable
gooooooo Amount due to a shareholder 26

gooooo

Total current liabilities

gooooo

NET CURRENT LIABILITIES

gogooooobooo

TOTAL ASSETS LESS
CURRENT LIABILITIES

goooo
2021

oood
HK$'000

1,626,848
47,994
yARA
50,222

1,750,470

215,410
149,504

209,667
10,490
25,078

610,149

13,364
134,351
26,321
876,043
3,627
39,958

1,093,664

(483,515)

1,266,955

ooooo
2020

ooo
HK$'000

1,650,042
52,981
32,141
48,760

1,783,924

287,135
172,292

267,192
10,185
36,104

772,908

36,216
72,603
13,993
796,938

33,959
953,709
(180,801)

1,603,123

ooooo ooooo
2021 2020
oo oono oono
Notes HK$'000 HK$'000
ooooo NON-CURRENT LIABILITIES
oooag Deferred revenue 27 75,018 72,834
oad Borrowings 25 - 75,381
oooooag Deferred tax liabilities 29 2,995 2,986
ooooooo Total non-current liabilities 78,013 151,201
oooo NET ASSETS 1,188,942 1,451,922
00 EQUITY
goooobooood Equity attributable to owners of
the Company
goooo Issued capital 30 658,439 658,439
oad Reserves 32 530,503 793,483
oooo TOTAL EQUITY 1,188,942 1,451,922
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oo

The consolidated financial statements on pages 60 to 174 were
approved and authorised for issued by the board of directors on 31
March 2022 and are signed on its behalf by:

ooooo goooo
Mr. Shum Sai Chit Ms. Chi Sile
oo oo
Director Director

The accompanying notes form an integral part of these consolidated
financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

00000000000000000 Fortheyear ended 31 December 2021

oooo 0oo
0o 0o oooo ooo 0ooo oooo oooo
ooo 000 Gio oo oo gooGio 0000 gooo oo
Capital
Share  redemption  Convertible E Statutory Merger Exchange
Issued premium reserve  bonds equity option reserve reserve Other fluctuation Retained
capital account (note (ii)) reserve reserve (note (iii)) (note (iv) reserve reserve earnings Total
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
pooooooooo Asat 1January 2020 657439 1560077 419 86,548 21,719 113435 (1,500,592 (22233) (218673) 683,688 1,387,887
oooo Loss for the year - - - - - - - - - (74011) (74011)
gooooooo Other comprehensive
goooooo income for the year,
net of income tax:
gooooooooo Exchange differences
oooo arising from translations
of foreign operations - - - - - - - - 1310711 - 131,071
gooo(ooyoo Total comprehensive
oo (expense)/income for
the year = = = = = = = = 131,071 (74011 57,060
ooooo Exercise of share options 1,000 2,551 - - (557) - - - - - 3000
gooooo Share option lapsed = = = = (2417) = = = = 2417 =
goooooooooo Equity settled share
based transactions - - - - 3975 - - - - - 3975
ooooo Transfer to reserve - - - - - 2414 - - - (2414 -
goooooooona Transfer to equity of
convertible bonds - - - (86,548) - - - - - 86,548 -
gooooo As at 31 December 2020
pooooooo and 1 January 2021
goooooooo 658439 1,562,634 419 = 28720 115849 (1500592 (22,233) (87,602) 696,288 1451922
oooo Loss for the year - - - - - - - - - (331,883) (331,883)
gooooooo Other comprehensive
gooogo income for the year,
net of income tax:
goooooooono Exchange differences
oooo arising from translations
of foreign operations - - - - - - - - 66,671 - 66,671
gooo(ooyoo Total comprehensive
oo (expense)/income for
the year = = = = = = = = 66,671 (331,883) (265,212)
gooooo Share option lapsed - - - - (628) - - - - 628 -
goooooooooo Equity settled share
based transactions - - - - 2232 - - - - - 2232
ooooo Transfer to reserve - - - - - 3047 - - - (3,047) -
0000000000000 Asat31December 2021 658439 1,562,634 419 - 30324 118896 (1500592 (22.233) (20,931) 361,986 1,188,942
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ooo

(ii)

(i)

(iv)

ooooooooOoOoOoOoOoOoOoO0OO0OO0OO0O0O0
530,503,0000 0000000 DO 793,483,0000
ooo

00o0000000000000000000O0
o0o0oooooooooooo

doooooO0o0oO0oOoOoO0OO0OO0O0O0oOoOO0o00O0
0000000000000010% 0000000
ooooooooa

gooOooooOoooOoOoooOoOooobooOono
O00000O0OO00000000010%00000
goooooooooOoO0ooOoOooOoOoOoOooOoOoOoo
pooobooooooOoobobooooooooon
osowoooO0oO0O0oo00000b000000o00
goooooooooOoO0ooOoOooOoOoOoOooOoOoOoo
oo

000o0o0000000000000000000
0oo0o00o00O0000000000000O0
00o0o0oo0ooO0ooO0oo0ooOooOoooooo
00o0o00000000000000000

0000000000000000000000O0
oooo

Note:

(ii)

(i)

(iv)

oooobooog
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

00000000000000000 Forthe year ended 31 December 2021

These reserve accounts comprise the consolidated reserves of HK$530,503,000 (2020:
HK$793,483,000) in the consolidated statement of financial position.

Capital redemption reserve represents the nominal value of the Shares of the Company
which was transferred from the Company’s retained earnings upon repurchase and
cancellation of Shares by the Company.

Statutory reserve mainly represents the fund set aside by the subsidiaries based on
10% of their net profit of the People’s Republic of China (the “PRC") statutory financial
statements and that for the purpose of certain safety production activities.

In accordance with the articles of association of the subsidiaries established in the PRC
and the relevant PRC rules and regulations, these subsidiaries are required to set aside
10% of their profit after income tax as recorded in the PRC statutory financial statements
as statutory reserve, except where the reserve fund balance has reached 50% of the
subsidiaries’ registered capital. The reserve fund can only be used to make good the
subsidiaries’ previous years'’ losses, to expand the subsidiaries’ production operations or
to increase the capital of the subsidiaries.

Pursuant to certain regulations issued by the State Administration of Work Safety of the
PRC and other relevant regulatory bodies, the Group is required to set aside funds mainly
for mining of dolomite and serpentine at prescribed rates. These funds can be used for
maintenance and/or improvements of safety of these activities, and is not available for
distribution to shareholders.

Merger reserve was arising on the application of merger accounting method in relation to
the combination with entity under common control.
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

gooooooboo

good

ggo
goon
gooobooobooogo

gooooo

gooooooo
goooooo

goooobooboooo

gogooooooo
goooooo

gogooooooo
goon

gooooobboogo

gooooboobobooo

gogoooooboo
gogooooo
gooooo
gooobooogo
goooon
goooomoo

gogoooooo
goooon

CASH FLOWS FROM
OPERATING ACTIVITIES
Loss before tax
Adjustments for:
Finance costs
Equity-settled share
option expenses
Bank interest income
Gain on disposal of items of
property, plant and equipment
Written-off of property,
plant and equipment
Impairment loss recognised on
property, plant and equipment
Impairment loss recognised on
right-of-use assets
Impairment loss recognised
on intangible assets
Depreciation of property,
plant and equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Amortisation of mining rights
(Reversal of allowance)/
allowance for expected
credit loss on deposits and
other receivables
Allowance for expected
credit loss on trade receivables

oad
Notes

18
18
18
14
15

16
17

21

20

Dooooooo
oooooo
ooooo(oo)
0000000
oooooo
Dooooooooo
oDooooo
0ooooooo
000000000000
Do0oO00moon

Operating cash flows before

changes in working capital
Decrease/(increase) in inventories
Increase in trade and

bill receivables
Decrease in prepayments,

deposits and other receivables
Decrease in trade payables
Increase/(decrease) in other payables,

accruals and contract liabilities

goooo
2021

oood
HK$'000

(326,725)
69,401

2,232
(551)

(5,052)
774
175,657
5,182
2,738
103,305

1,377
4,900

(65)

53,308

86,481
38,254

(25,699)

11,494
(23,643)

21,468

ooooo
2020

ooo
HK$'000

(68,648)
97,857

3,975
(418)

(497)

97,963
1,273
4,587

188

10

1,649

137,939
(83,463)

(11,836)

47,775
(14,223)

(14,116)
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o0
Notes

oooooooog Cash generated from operations
oooooo Income taxes paid
ooooooooogon Net cash flows generated

from operating activities
gooooooogo CASH FLOWS FROM

INVESTING ACTIVITIES
good Interest received
opoooooooo Withdrawal of pledged bank deposits
ooooooooogon Proceeds from disposal of

good property, plant and equipment

oooooooooooo Purchases of items of property,

plant and equipment
goooooooobooo Net cash flows used

in investing activities
ooooooogo CASH FLOWS FROM

FINANCING ACTIVITIES
oooad Interest paid
good Repayment of borrowings
oopoooooao Repayment of amount due to a

shareholder
oopooooOoooooa Issue of ordinary shares upon

exercise of share options
ooooDooooogn Net cash flows used

in financing activities
oooOoooooodg NET DECREASE IN CASH

oooag AND CASH EQUIVALENTS

oo0oooooooogon Cash and cash equivalents

at beginning of year
OoDo0oDooooogon Effect of foreign exchange

rate changes, net
gooOooooooooo CASH AND CASH EQUIVALENTS

AT END OF YEAR
O0O00O0O0O0ODODODO ANALYSIS OF BALANCES OF CASH

AND CASH EQUIVALENTS
gopooooog Cash and bank balances 22

goooo

2021
goo
HK$'000

108,355
(1,656)

106,699

551

6,931

(113,305)

(105,823)

(2,068)
(793)

(12,201)

(15,062)

(14,186)
36,104

3,160

25,078

ooooo

2020
ooo
HK$'000

62,076
(32,288)

29,788

418
7,424

1,007

(102,213)

(93,364)

(9,864)
(44,677)

(96,469)

3,000

(148,010)

(211,586)
254,813

(7,123)

36,104

36,104

gooobobOoobobooobon

oo

financial statements.

The accompanying notes form an integral part of these consolidated
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CORPORATE AND GROUP INFORMATION

Rare Earth Technology Group Holdings Limited (the
“Company”) is a limited liability company incorporated in
Bermuda. The principal place of business of the Company is
located at 16th Floor, Tower 5, The Gateway, Harbour City,
Tsim Sha Tsui, Kowloon, Hong Kong.

During the year, the Group was involved in the manufacture
and sale of magnesium products.

In the opinion of the directors, the immediate holding
company of the Company is Ming Xin Developments Limited,
a company incorporated in the British Virgin Islands and the
ultimate holding company is Alpha Sino Limited, a company
incorporated in the British Virgin Islands.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$”), which is the same as the functional
currency of the Company. All values are rounded to the
nearest thousand (HK$'000) except when otherwise indicated.

Winding-up petitions and appointment of provisional liquidators

On 3 July 2020, the Company announced (i) Century Sunshine
Group Holding Limited (“CS”), the controlling shareholder of
the Company, defaulted in the redemption of its SGD101.75
million in principal amount of subordinated notes (the “CS
Payment Default”); (ii) the Company had received on 30
June 2020 a demand from one of the bank creditors for the
repayment of borrowings of the Company or its subsidiaries
of approximately HK$22.87 million plus interest accrued and
believed it was likely to receive further calls from its creditors;
(iii) the CS Payment Default constituted an event of default
in respect of certain borrowings of the Group, which became
immediately payable on demand; (iv) a winding-up petition has
been filed on 3 July 2020 to the Supreme Court of Bermuda
on behalf of the Company together with an application for
the appointment of joint provisional liquidators (“JPLS”) on a
“light touch” basis that the board of directors of the Company
(the “Board”) will retain management of the Company while
the JPLs will work alongside the Company’s management
to, amongst other things, monitor, supervise and oversee
the implementation of a group-wide holistic and coordinated
restructuring of its debts and liabilities (the “Proposed
Restructuring Plan”) including to maintain the listing of the
Company on the Stock Exchange of the Hong Kong Limited.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

CORPORATE AND GROUP INFORMATION (continued)

Winding-up petitions and appointment of provisional liquidators
(continued)

On 16 July 2020, an order was granted by the Supreme
Court of Bermuda for the appointment of Mr. Yen Ching Wai
David and Ms. So Kit Yee Anita of Ernst & Young Transactions
Limited, Mr. Roy Bailey of Ernst & Young, and Ms. Tammy
Karina Fu of EY Cayman Ltd as JPLs of the Company with
the power to act jointly and severally. On 7 August 2020, the
Bermuda Court accepted the resignation of Mr. Yen Ching Wai
David. The JPLs appointment order remains in force in respect
of Mr. Roy Bailey, Ms. Tammy Karina Fu and Ms. So Kit Yee
Anita as JPLs.

On 25 August 2020, the High Court of The Hong Kong Special
Administrative Region has granted the recognition order in
respect of the appointment and powers of the JPLs in Hong
Kong.

On 25 February 2021, the Company received a petition (the
“Petition”) filed by Al Global Investment SPC acting on behalf of
and for the account of Al Investment Fund S.P. (the “Petitioner™)
on 22 February 2021 against the Company in the High Court
of the Hong Kong Special Administrative Region (the “Court”)
for an order that the Company be wound up by the Court. The
Petition was filed against the Company for its failure to repay
the Petitioner an outstanding principal of the Notes (as defined
below) together with the unpaid interest and default interest
in an aggregate amount of US$20,707,777.78, which was
pursuant to a subscription agreement of 7% unsubordinated
and unsecured notes due 2020 in a principal amount of
US$20,000,000 (the “Notes”) entered into between the
Petitioner as subscriber and the Company as the issuer dated
7 August 2017. The hearing of the Petition has been adjourned
to be heard together with sanction hearing for the creditors’
scheme and presently fixed for 27 May 2022.

The Company proposed a scheme of arrangement to the
related scheme creditors (“the Creditors’ Scheme”) on 18
January 2022 and the Creditors’ Scheme was approved by
the requisite statutory majorities of the scheme creditors on 1
March 2022. Details of the Creditors’ Scheme are disclosed in
Note 43 to the consolidated financial statements.

000000000000
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

1. 000000 Wooo 1. CORPORATE AND GROUP INFORMATION (continued)
do0oodooooooooooa Particulars of the Company’s principal subsidiaries are as
follows:
0ooon
000 goooooo o0
ooon gooooon oooo agoo
Place of Nominal value gooooono oo
incorporation/ of issued Percentage of Proportion
00 registration ordinary share/ equity attributable ofvoting OOOO
Name and business registered capital to the Company power held  Principal activities
o0 o0
Direct Indirect
goooooocoooo g 000 171,800,0000 - 100 1000 00000000
moooom oooo
Xinjiang Tengxiang Magnesium The PRC RMB171,800,000 Manufacture and
Products Company Limited trading of
(*Xinjiang Tengxiang”) magnesium related
products
0ooooooooo a0 000 280,332,0000 - 100 100% 00000000
agooo agooo
Baishan City Tianan Magnesium The PRC RMB280,332,000 Manufacturing and
Resources Company Limited trading of
magnesium related
products
gooooooooooo aoo 1031000 - 100 100% 0OOO0OO0
China Rare Earth Magnesium Hong Kong HK$10,310 Investment holdings
Technology Holdings Limited
00O0DbOobOOooOooooooa The above table lists the subsidiaries of the Company which,
00O0DbOobOOooOooooooa in the opinion of the directors, principally affected the results
ooooOoOoboOoOooboogooo for the year or formed a substantial portion of the net assets
obOoO0oOoOoOooboDOooooDbo of the Group. To give details of other subsidiaries would, in
obOo0oDbO00obOooDbOoo the opinion of the directors, result in particulars of excessive
length.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”)

Amendments to HKFRSs that are mandatorily effective for the
current year

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 periods
beginning on or after 1 January 2021 for the preparation of the
consolidated financial statements:

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16,

Interest Rate Benchmark
Reform — Phase 2

In addition, the Group applied the agenda decision of the
IFRS Interpretations Committee (the “Committee”) of the
International Accounting Standards Board issued in June 2021
which clarified the costs an entity should include as “estimated
costs necessary to make the sale” when determining the net
realisable value of inventories.

The application of the amendments to HKFRSs in the current
year has 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.
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APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”) (continued)

New and amendments to HKFRSs in issue but not yet effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet
effective:

Insurance Contracts and
the related Amendments®

Reference to the Conceptual
Framework?

Amendments to HKFRS 10  Sale or Contribution of Assets
and HKAS 28 between an Investor and

its Associate or Joint Venture*

HKFRS 17

Amendments to HKFRS 3

Covid-19-Related Rent
Concessions beyond
30 June 2021*

Amendment to HKFRS 16

Classification of Liabilities as
Current or Non-current and
related amendments to
Hong Kong Interpretation 5
(2020)®

Amendments to HKAS 1

Amendments to HKAS 1 Disclosure of Accounting
and HKFRS Practice Policies®
Statement 2
Amendments to HKAS 8 Definition of Accounting
Estimates®
Deferred Tax related to Assets
and Liabilities arising from
a Single Transaction®
Property, Plant and Equipment
— Proceeds before
Intended Use?

Amendments to HKAS 12

Amendments to HKAS 16

Onerous Contracts — Cost of
Fulfilling a Contract?

Annual Improvements to
HKFRSs 2018-2020?

Amendments to HKAS 37

Amendments to HKFRSs
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”) (continued)

New and amendments to HKFRSs in issue but not yet effective
(continued)

& Effective for annual periods beginning on or after 1 April 2021.
2 Effective for annual periods beginning on or after 1 January 2022.
3 Effective for annual periods beginning on or after 1 January 2023.

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

The directors of the Company anticipate that the application
of all the new and amendments to HKFRSs will have no
material impact on the consolidated financial statements in
the foreseeable future.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Preparation

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

The consolidated financial statements have been prepared in
accordance with HKFRSs, issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules”) and by the Hong Kong Companies Ordinance
(“con).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Preparation (continued)

Going concern

During year ended 31 December 2021, the Group recorded
loss of approximately HK$331,883,000 (2020: HK$74,011,000),
and, as of that date, the Group’s current liabilities exceeded
its current assets by approximately HK$483,515,000 (2020:
HK$180,801,000). Further, as at 31 December 2021, the
Group’s current and non-current borrowings amounted to
approximately HK$876,043,000 (2020: HK$796,938,000)
and HK$Nil (2020: HK$75,381,000) while its cash and cash
equivalents only amounted to approximately HK$25,078,000
(2020: HK$36,104,000). As stated in note 1 to the consolidated
financial statements, on 3 July 2020, the Company announced
that CS had defaulted in repayment of its bonds of principal
amount of SGD101.75 million plus interests accrued when they
fell due on their maturity date on 3 July 2021 and this also
constituted an event of default in respect of certain borrowings
of the Group. The announcement also stated that the Company
had received demand from one of its bank creditors for
repayment of the borrowings of the Group of approximately
HK$22.87 million. As at 31 December 2021 the Group could
not fulfil certain covenants or defaulted in repayment in
relation to certain borrowings amounting to approximately
HK$839,815,000 (2020: HK$760,580,000), which have become
repayable on demand and are presented as current liabilities
in the consolidated statement of financial position. Included
in the borrowings of the Group as at 31 December 2021
were borrowings of approximately HK$233,671,000 (2020:
HK$154,686,000) which the lender have commenced litigations
against the Group to repay the outstanding balances.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Preparation (continued)

Going concern (continued)

The conditions described above indicate the existence of a
material uncertainty that cast significant doubt on the Group’s
ability to continue as a going concern. Therefore, the Group
may be unable to realize its assets and discharge its liabilities
in the normal course of business.

The management of the Company has been in active
negotiations with the JPLs and the creditors on debt
restructuring by way of scheme of arrangement involving,
among others, equity-for-debt swap and extension of
repayment period. The scheme meeting was held on 1 March
2022, the creditors’ scheme was approved by the requisite
statutory majorities of the scheme creditors. The Company
will submit the result of the scheme meeting to the Hong Kong
Court and will apply to the Hong Kong Court for the sanctioning
of the Creditors’ Scheme. The Sanction Hearing is scheduled
to be heard on 27 May 2022.

In addition, the Company is seeking potential investment in
the Company from third party investor(s) to facilitate raising
of cash for the Company. The Company has also implemented
cost control measures on capital investments, production and
administrative operations to reduce overall operating costs of
the Group.

Assuming the successful implementation of the creditor’s
scheme and the other measures described above, the Board
is of the opinion that the Group will have sufficient working
capital to meet its financial obligation as and when they fall
due in the foreseeable future.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Preparation (continued)

Going concern (continued)

The directors of the Company are of the opinion that it is
appropriate to prepare the consolidated financial statements
on going concern basis. These consolidated financial
statements have been prepared on a going concern basis,
the validity of which depends upon the eventual successful
outcomes of the events and conditions described above, which
are inherently uncertain, including whether the Company is
able to successfully obtain the sanctions of the courts and
implement the Creditors’ Scheme.

As at the date of approval for issuance of the consolidated
financial statements, the required sanctions of the Scheme
have not been obtained from the courts yet. The eventual
outcome of the implementation of the Creditors’ Scheme and
other measures described above cannot be determined with
reasonable certainty. Accordingly, the material uncertainty
that cast significant doubt on the Group’s ability to continue
as a going concern remains in existence as at the date of
approval for issuance of the consolidated financial statements.
Should the Group be unable to continue as a going concern,
adjustments would have to be made to the consolidated
financial statement to write down the carrying values of the
Group’s assets to their recoverable amounts, to provide for
further liabilities which might arise and to reclassify non-
current assets and non-current liabilities as current assets
and current liabilities, respectively. The effects of these
adjustments have not been reflected in the consolidated
financial statements.

Historical cost basis

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for
assets.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Preparation (continued)

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 Share-based Payments,
leasing transactions that are within the scope of HKFRS 16,
and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment of Assets.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

0 Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

O Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

O Level 3 inputs are unobservable inputs for the asset or
liability.
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Rare Earth Magnesium Technology Group Holdings Limited
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured
entities) controlled by the Company and its subsidiaries.
Control is achieved when the Company:

00 has power over the investee;

O is exposed, or has rights, to variable returns from its
involvement with the investee; and

O has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company
obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of during
the year are included in the consolidated statement of profit
or loss and other comprehensive income from the date the
Company gains control until the date when the Company
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to being their accounting policies
into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Subsidiaries

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@) The contractual arrangement with the other vote holders
of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s profit
or loss to the extent of dividends received and receivables. The
Company’s investments in subsidiaries are stated at cost less
any impairment.
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Rare Earth Magnesium Technology Group Holdings Limited
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in
profit or loss as incurred.

Except for certain recognition exemptions, the identifiable
assets acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Framework for
the Preparation and Presentation of Financial Statements
(replaced by the Conceptual Framework for Financial
Reporting issued in October 2010).

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except
that:

0 deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;

O liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below);

0 assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations are measured
in accordance with that standard; and

3.
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00000000000000000 Forthe year ended 31 December 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations (continued)

O lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases for
which (a) the lease term ends within 12 months of the
acquisition date; or (b) the underlying asset is of low
value. Right-of-use assets are recognised and measured
at the same amount as the relevant lease liabilities,
adjusted to reflect favourable or unfavourable terms of
the lease when compared with market terms.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net amount of the identifiable assets acquired and
the liabilities assumed as at acquisition date. If, after re-
assessment, the net amount of the identifiable assets acquired
and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in
the acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
relevant subsidiary’s net assets in the event of liquidation
are initially measured at the non-controlling interests’
proportionate share of the recognised amounts of the
acquiree’s identifiable net assets or at fair value.

When the consideration transferred by the Group in a
business combination includes a contingent consideration
arrangement, the contingent consideration is measured at
its acquisition-date fair value and included as part of the
consideration transferred in a business combination. Changes
in the fair value of the contingent consideration that qualify as
measurement period adjustments are adjusted retrospectively.
Measurement period adjustments are adjustments that arise
from additional information obtained during the “measurement
period” (which cannot exceed one year from the acquisition
date) about facts and circumstances that existed at the
acquisition date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations (continued)

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments
depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not
remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured to fair value at subsequent reporting dates, with
the corresponding gain or loss being recognised in profit or

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date
when the Group obtains control), and the resulting gain or loss,
if any, is recognised in profit or loss or other comprehensive
income, as appropriate. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income and measured
under HKFRS 9 would be accounted for on the same basis as
would be required if the Group had disposed directly of the
previously held equity interest.
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If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted retrospectively during the
measurement period (see above), and additional assets or
liabilities are recognised, to reflect new information obtained
about facts and circumstances that existed at the acquisition
date that, if known, would have affected the amounts
recognised at that date.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

0 the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as the
Group performs;

0 the Group’s performance creates and enhances an asset
that the customer controls as the Group performs; or

0 the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed
to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract asset represents the Group’s right to consideration
in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is
assessed for impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group’s unconditional
right to consideration, i.e. only the passage of time is required
before payment of that consideration is due.
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Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue from contracts with customers (continued)

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the Group
has received consideration (or an amount of consideration is
due) from the customer.

A contract asset and a contract liability relating to a contract
are accounted for an presented on a net basis.

Revenue from the processing and sales of magnesium
products is recognised at a point in time when control of the
products has transferred, being at the point the products are
delivered to the customer and the customer has accepted the
products, and there is no unfulfilled obligation that could affect
the customer’s acceptance of the products. Delivery occurs
when the products have been shipped to the specified location,
the risks of obsolescence and loss have been transferred
to the customer, and either the customer has accepted the
products in accordance with the sales contract, the acceptance
provisions have lapsed, or the Group has objective evidence
that all criteria for acceptance have been satisfied.

Revenue from these sales is recognised based on the price
specified in the contract, net of discounts, returns and value
added taxes.

A receivable is recognised when the products are delivered
and the customers accept the products, as this is the point in
time that the consideration is unconditional because only the
passage of time is required before the payment is due.

3.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Government Grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants related to income that become receivable
as compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to the
Group with no future related costs are recognised in profit
or loss in the period in which they become receivable. Such
grants are presented under “other gains or losses, net”.

Property, Plant and Equipment

Property, plant and equipment, are tangible assets that are
held for use in the production or supply of goods or services,
or for administrative purposes (other than construction in
progress), are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Costs include any costs directly attributable to bringing the
asset to the location and condition necessary for it to be
capable of operating in the manner intended by management
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

Construction in progress includes property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is carried at
cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, Plant and Equipment and depreciation (continued)

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to the
relative fair values at initial recognition.

To the extent the allocation of the relevant payments can be
made reliably, interest in leasehold land that is accounted for
as an operating lease is presented as “right-of-use assets”
in the consolidated statement of financial position. When the
consideration cannot be allocated reliably between non-lease
building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property,
plant and equipment.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain
or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in profit or loss in the period in
which the item is derecognised.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Leasehold land and buildings Over the shorter of the lease
terms or 3%

0 3%
oooooooon 6% ] 25% Furniture, fixtures and equipment 6% to 25%
ooooo 10% 00 25% Plant and machinery 10% to 25%
00 15% [0 25% Motor vehicles 15% to 25%
O0000O0O00O0OOooOoo0on The estimated useful lives, residual values and depreciation
O0o00O0OOoOoooooOooon method are reviewed at the end of each reporting period,
OO00OO0000O0OOoOooon with the effect of any changes in estimate accounted for on a

Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

prospective basis.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases

Definition of 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.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a contract is or
contains a lease based on the definition under HKFRS 16 at
inception, modification date or acquisition date, as appropriate.
Such contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

The Group as a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of
the non-lease components, including contract for acquisition
of ownership interests of a property which includes both
leasehold land and non-lease building components, unless
such allocation cannot be made reliably.

The Group applies practical expedient not to separate non-
lease components from lease component, and instead account
for the lease component and any associated non-lease
components as a single lease component.
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3. U0t ioidooo 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 3 U000 U0U0OOnoo 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Oooo Leases (continued) UOooo Leases (continued)
OO0o0oodooo bodoouooo

The Group as a lessee (continued) The Group as a lessee (continued)

ugooooobobobood

Short-term leases and leases of low-value assets

oooo Lease liabilities
Oo0oooooooooi12000 The Group applies the short-term lease recognition exemption O00000000oo0o0oon At the commencement date of a lease, the Group recognises
OOoooooooooooood to leases of machinery and equipment that have a lease term O00o000O0o0o0ooooon and measures the lease liability at the present value of
boobooobooooooon of 12 months or less from the commencement date and do 0000000000 0000O0 lease payments that are unpaid at that date. In calculating
OooooOoooooooood not contain a purchase option. It also applies the recognition Oo0o0OoO00ooo0oooonon the present value of lease payments, the Group uses the
bobooooooooooon exemption for lease of low-value assets. Lease payments 000000000000000 incremental borrowing rate at the lease commencement
OOoooooooooooood on short-term leases and leases of low-value assets are OOo0ooooooon date if the interest rate implicit in the lease is not readily
OOoooooooooooood recognised as expense on a straight-line basis or another determinable.
oon systematic basis over the lease term.

oo0o0o0o0onoooooooooo Lease payments included in the measurement of the lease
oooono Right-of-use assets liability comprise:

goooooboogogo

0 Ooooobobobbooog

The cost of right-of-use asset includes:

O the amount of the initial measurement of the lease

goooomooooooo
goomooooogoooo
g

0 fixed lease payments (including in-substance fixed
payments), less any lease incentives receivable;

liability;
Oo0o0oooooooooa 0 variable lease payments that depend on an index or
0O OO0O00O0O0O0O0O00O000 O any lease payments made at or before the commencement O0000Oo0O0O0O0oOn rate, initially measured using the index or rate at the
OO0ooo0ooOoo0oO0ooooono date, less any lease incentives received, 0000000 commencement date:
ooo
oooDoooooooooa 0 the amount expected to be payable by the lessee under
0 OO00O0oooooooood O any initial direct costs incurred by the Group; and 00000000 residual value guarantees;
oooagd
Oo0o0oooooooooa 0 the exercise price of purchase options, if the lessee is
0 OD0OO0O00DODDOO0OO0DO0OO 0 an estimate of costs to be incurred by the Group in 0000000 O0o0onan reasonably certain to exercise the options; and
ooooooooooooag dismantling and removing the underlying assets, oono
doooooooooooa restoring the site on which it is located or restoring the
odoobooooooooa underlying asset to the condition required by the terms oooDoooooooooa 0 payments of penalties for terminating the lease, if the
ooooooooooooag and conditions of the lease, unless those costs are 0odboooooooooao lease term reflects the exercise of an option to terminate
oooon incurred to produce inventories. the lease.
Oo0o0bhOooooooooooao Right-of-use assets are measured at cost, less any Ooo0ooDoooDooboooooao After the commencement date, lease liabilities are adjusted by
000000 o0oooooboonoao accumulated depreciation and impairment losses, and ooooooooooao interest accretion and lease payments.
ooooooooooad adjusted for any remeasurement of lease liabilities.
0o0dbOoboooooooooag Right-of-use assets in which the Group is reasonably certain
0o0dbOoboooooooooag to obtain ownership of the underlying leased assets at the end
0oodo0boooooooooa of the lease term are depreciated from commencement date
0o0dbOoboooooooooag to the end of the useful life. Straight-line basis over the shorter
00000OO000DOO0oO0o0OOoDOo of its estimated useful life and the lease term.
ooooooooooooooo
OooOooOoDOoDOoboOooo
Oo0o0bhOooooooooooao The Group presents right-of-use as a separate line item on the
ooooooOoooooon consolidated statement of financial position.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially
ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Retirement Benefit Costs

Pension Schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes Ordinance
for all of its employees. Contributions are made based on a
percentage of the employees’ basic salaries and are charged
to profit or loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme.

The Group also operates a defined contribution staff
retirement scheme registered under the Occupational
Retirement Schemes Ordinance (the “ORSO Scheme”) for
its employees (including certain directors), the assets of
which are held separately from those of the Group in an
independently administered fund. Contributions are made
based on a percentage of the eligible employees’ basic salaries
and are charged to profit or loss as they become payable in
accordance with the rules of the ORSO Scheme. When an
employee leaves the ORSO Scheme prior to his/her interest in
the Group’s employer contributions vesting fully, the ongoing
contributions payable by the Group may be reduced by the
relevant amount of forfeited contributions.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Retirement Benefit Costs (continued)

Pension Schemes (continued)

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of their payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they become
payable in accordance with the rules of the central pension
scheme.

Payments to defined contribution retirement plans are
charged as an expense when employees have rendered
service entitling them to the contributions.

Share-based payments

Equity-settled share-hased payments transactions

Share options granted to employees

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of
the equity instruments at the grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration
all non-market vesting conditions is expensed on a straight-
line basis over the vesting period, based on the Group’s
estimate of equity instruments that will eventually vest, with a
corresponding increase in equity (share option reserve). At the
end of each reporting period, the Group revises its estimate
of the number of equity instruments expected to vest based
on assessment of all relevant non-market vesting conditions.
The impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment
to the share option reserve.

When share options are exercised, the amount previously
recognised in share option reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will be
transferred to retained profits.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Cash and Cash Equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprises of cash in hand and
demand deposits, and short term highly liquid investments
which are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported
in the consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years, and
it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that is probable that
taxable profit will be available against which those deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in
a transaction that affects neither the taxable profit nor the
accounting profit.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

Deferred tax liabilities and assets are measured at the tax
rates that are expected to apply in the period in which liability
is settled or the asset is realised, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to right-of-use assets and
lease liabilities separately. Temporary differences on initial
recognition of the relevant right-of-use assets and lease
liabilities are not recognised due to application of the initial
recognition exemption. Temporary differences arising from
subsequent revision to the carrying amounts of right-of-use
assets and lease liabilities, resulting from remeasurement of
lease liabilities and lease modifications, that are not subject
to initial recognition exemption are recognised on the date of
remeasurement or modification.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income
taxes levied to the same taxable entity by the same taxation
authority. Current and deferred tax is recognised in profit or
loss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. In the case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate
proportion of overheads. Cost is calculated using the weighted
average method. Net realisable value represents the
estimated selling price for inventories less all estimated costs
of completion and costs necessary to make sale.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instrument. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time
frame established by regulation or convention in the market
place.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from
contracts with customers which are initially measured in
accordance with HKFRS 15. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and
financial liabilities are added to or deducted from the fair value
of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at FVTPL
are recognised immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

00 the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

O the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial
assets (continued)

Financial assets that meet the following conditions are
subsequently measured at fair value through other
comprehensive income (“FVTOCI”):

O the financial asset is held within a business model
whose objective is achieved by both selling and collecting
contractual cash flows; and

0 the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL, except that at initial recognition of a financial asset the
Group may irrevocably elect to present subsequent changes
in fair value of an equity investment in other comprehensive
income if that equity investment is neither held for trading
nor contingent consideration recognised by an acquirer
in a business combination to which HKFRS 3 Business
Combinations applies.

A financial asset is held for trading if:

O it has been acquired principally for the purpose of selling
in the near term; or

O oninitial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together
and has a recent actual pattern of short-term profit-
taking; or

0 it is a derivative that is not designated and effective
as a hedging instrument. In addition, the Group may
irrevocably designate a financial asset that are required
to be measured at the amortised cost or FVTOCI as
measured at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial
assets (continued)

(i)  Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying
the effective interest rate to the amortised cost of the
financial asset from the next reporting period. If the
credit risk on the credit-impaired financial instrument
improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the
financial asset from the beginning of the reporting period
following the determination that the asset is no longer
credit impaired.

(i)  Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value gains
or losses recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9

The Group recognises a loss allowance for expected credit loss
(“ECL”) on financial assets which are subject to impairment
assessment under HKFRS 9. The amount of ECL is updated
at each reporting date to reflect changes in credit risk since
initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12-month ECL (“12m ECL”) represents
the portion of lifetime ECL that is expected to result from
default events that are possible within 12 months after the
reporting date. Assessment are done based on the Group’s
historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and an
assessment of both the current conditions at the reporting
date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
in which case, the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised is
based on significant increases in the likelihood or risk of a
default occurring since initial recognition.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (continued)

(i)  Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, 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:

0 an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

O significant deterioration in external market
indicators of credit risk, e.g. a significant increase in
the credit spread, the credit default swap prices for
the debtor;

0 existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s
ability to meet its debt obligations;
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Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets ((continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (continued)

(i)  Significant increase in credit risk (continued)

00 anactual or expected significant deterioration in the
operating results of the debtor;

O an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (continued)

(i)  Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates
that the debtor is unlikely to pay its creditors, including
the Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.

(i)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following
events:

(@) significant financial difficulty of the issuer or the
borrower,;

(b) a breach of contract, such as a default or past due
event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

(d) itis becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (continued)

(iv) Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy

3.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (continued)

(v) Measurement and recognition of ECL (continued)
For collective assessment, the Group takes into

consideration the following characteristics when
formulating the grouping:

gboboboooooog . . : X g [oOooogo O  Past-due status;
O0Mmooomoonoo proceedlr_lgs, WhIChEVEI.’ occurs sooner. Financial
0o0oO0oO0ooOoooooQg assets written off may still be subject to enforcement 0 00000000000 O  Nature, size and industry of debtors; and
aRafafalaiafatafafatafata fiC'[IVItIeS under the Gro_ups recovery proce_dures, tak_mg 000
aRafafalalafatalaialafaka into acco_unt legal advice \{v_here appropriate. A write- o .
0oooo0ooooo off constitutes a derecognition event. Any subsequent 0 00000MmOoOom O  External credit ratings where available.
recoveries are recognised in profit or loss.
Oo0Do0ooooDoooooa The grouping is regularly reviewed by management to
(v 0DOO0OO0OO0DODOOOOO (v) Measurement and recognition of ECL Ooo0o0oooooooooao ensure the constituents of each group continue to share
oooooooo similar credit risk characteristics.
oooooooooooao The measurement of ECL is a function of the probability
O00O0O0O0Oo00mooon of default, loss given default (i.e. the magnitude of the 00000000 OoOooOoOooDo Interest income is calculated based on the gross carrying
O000000mMmooooo loss if there is a default) and the exposure at default. ocoooooooooboooo amount of the financial asset unless the financial asset is
Oo0oo0oo0oOooooooon The assessment of the probability of default and loss 00o0o0ooooDooooooon credit-impaired, in which case interest income is calculated
oooooOoooooooon given default is based on historical data adjusted by OOooOooOoDoooo based on amortised cost of the financial asset.
O000O0O0OO00OO0O000n forward-looking information. Estimation of ECL reflects ) ) ) ) ) )
OoOooo0O0O0Oooo0oooon an unbiased and probability-weighted amount that is ooooooooooooooan The Group recognises an impairment gain or loss in proflt_or
Oo0O0ooo0OO0oo0ooo determined with the respective risks of default occurring O00000000000000a0 loss for aII_fmanuaI mstruments by adjustl_ng their carrying
0000000 as the weights. ooooooooooooooon amount, with 'Fhe exception for trade recel_vable_s, depoers
Oo0o0oooOooooooooa and other receivables where the corresponding adjustment is
Ooooooooooooon Generally, the ECL is the difference between all O0o0o0ooooooooooo recognised through a loss allowance account.
ooooooooooooo contractual cash flows that are due to the Group in ooon
ooooooooooooo accordance with the contract and the cash flows that
o000 Oo0ooooooo the Group expects to receive, discounted at the effective
O0o0oo0ooooooon interest rate determined at initial recognition.
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Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities and equity

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.

Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVTPL.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities and equity (continued)

Financial liabilities at amortised cost

Financial liabilities including trade payables, other payables
and accruals, lease liabilities, borrowings and amount due to a
shareholder.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Related Parties Transactions

A party is considered to be related to the Group if:

(1) A person or a close member of that person’s family is
related to the Group if that person:

(i)  bhas control or joint control over the Group;
(i)  has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of a parent of the Group.

or

(2) The party is an entity where any of the following condition
applies:

(i)  The entity and the Group are members of the same
group.

(i) One entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity).

(i) the entity and the Group 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.
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Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Related Parties Transactions (continued)

(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. If the Group is itself
such a plan, the sponsoring employers of the post-
employment benefit plan.

(vi) The entity is controlled or jointly controlled by a
person identified in (1).

(vii) A person identified in (1)(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 parent of the Group.

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 and include:

(@) that person’s children and spouse or domestic partner;
(b) children of that person’s spouse or domestic partner; and

(c) dependants of that person or that person’s spouse or
domestic partner.

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between
related parties.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
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 most senior executive management 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.

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies which are
described in Note 3, the directors of the Company are required
to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. 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.
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CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

(a) Estimated Impairment of Property, Plant and Equipment, Right-of-
use Assets and Intangible Assets

The Group evaluates whether property, plant and
equipment, right-of-use assets and intangible assets with
finite useful live have suffered any impairment whenever
events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable, in
accordance with the accounting policy stated in Note 3.
The recoverable amounts of CGUs represent the higher
of the asset’s fair value less costs to sell or its value-
in-use. The calculations of fair value less costs to sell
or value-in-use require the use of estimates. As at 31
December 2021, the carrying amounts of property, plant
and equipment, right-of-use assets and intangible assets
subject to impairment assessment were approximately
HK$1,626,848,000 (2020: HK$1,650,042,000),
HK47,994,000 (2020: HK$52,981,000) and HK$25,406,000
(2020:HK$32,141,000) respectively after taking into
account the impairment losses of approximately
HK$175,657,000 (2020: HK$Nil), HK$5,182,000 (2020:
HK$Nil) and HK$2,738,000 (2020: HK$Nil) in respect of
property, plant and equipment, right-of-use assets and
intangible assets that have been recognised respectively.

Details of the impairment of property, plant and
equipment, right-of-use assets and intangible assets are
disclosed in notes 18.
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CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continuea)

Key Sources of Estimation Uncertainty (continued)

(b)  Estimated Useful Lives of Right-of-use Assets, Property, Plant and
Equipment, Intangible Assets and Mining Rights

The Group’s management determines the estimated
useful lives and related depreciation/amortisation
charges for its right-of-use assets, property, plant and
equipment and intangible assets. This estimate is based
on the historical experience of the actual useful lives of
right-of-use assets, property, plant and equipment and
intangible assets of similar nature and functions and the
mineral reserve determined by independent technical
adviser. It could change significantly as a result of
technical innovations and competitor actions in response
to market conditions. Management will increase the
depreciation/amortisation charge where useful lives are
less than previously estimated lives, or it will write-off or
write-down technically obsolete or nonstrategic assets
that have been abandoned or sold.

During the years ended 31 December 2021 and 2020, the
Group did not change the estimated useful lives of right-
of-use assets, property, plant and equipment, intangible
assets and mining rights.

(c)  Income Tax

The Group is subject to income taxes in several
jurisdictions. There are certain transactions and
calculations for which the ultimate tax determination
may be uncertain. The Group recognises liabilities for
anticipated tax issues based on estimates of whether
additional taxes 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
current and deferred tax provisions in the period in which
such determination is made.
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CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Key Sources of Estimation Uncertainty (continued)

(d)  Provision for Expected Credit Losses on Trade Receivables

The Group uses a provision matrix to calculate ECLs for
trade receivables. The provision rates are based on days
past due for groupings of various customer segments
that have similar loss patterns (i. e., by geography,
product type, customer type and rating, and coverage by
letters of credit and other forms of credit insurance).

The provision matrix is initially based on the Group’s
historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience
with forward-looking information. For instance, if
forecast economic conditions (i.e., gross domestic
products) are expected to deteriorate over the next year
which can lead to an increased number of defaults in the
manufacturing sector, the historical default rates are
adjusted. At each reporting date, the historical observed
default rates are updated and changes in the forward-
looking estimates are analysed.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also
not be representative of customer’s actual default in the
future. The information about the ECLs on the Group’s
trade receivables is disclosed in notes 20 and 40 to the
financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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OPERATING SEGMENT INFORMATION

Information reported internally to the chief operating decision
makers for the purpose of resource allocation and assessment
of segment performance focuses on types of goods or services
delivered or provided. The Group is principally engaged in
one single segment, which is manufacturing and selling
magnesium related products during the years ended 31
December 2021 and 2020. A single management team reports
to the chief operating decision makers who comprehensively
manages such entire business segment. Accordingly, the
Group does not have separately reportable segments.

Geographical information

(@) Revenue from external customers

gmoogooo

od

gooon goooo
2021 2020
oo ERERE
HK$'000 HK$'000

Mainland China
(other than Hong Kong) 739,775

5,061

744,836

gobooboobooopogoobo
0o

) 0O0O0OO

The revenue information above is based on the locations
of the customers.

(b)  Non-current assets

oMmooogo

gooon ooooo
2021 2020
oono oo
HK$'000 HK$'000

Mainland China (other than Hong Kong) 1,783,924

ooooboobooooobo
goooo

The non-current assets information above is based on
the locations of the assets.
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5. UOU0OUOO0OOboo
gooodg
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OPERATING SEGMENT INFORMATION (continued)
Information about major customers

Sales to a single customer contributed 10% or more of the
Group's revenue during the year is as bellows:

agoood agoooo

2021 2020

aoad ooao

HK$'000 HK$'000

O0A Customer A O0O0"N/A 98,358

OodB Customer B 74,249 BEnANERER\V/N
1 ooooooooooooooooo 1 The correspending revenue did not contribute over 10% of the total revenue of the

10%0

Group.

gobooobobooboboooobo
00ooboobobowwooaono

Except disclosed above, no other customers contributed 10%
or more to the Group’s total revenue for the year.

6. UUoooooooooad 6.  REVENUE, OTHER GAINS OR LOSSES, NET
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l
ooooOoOoboOoOooboooOoDo An analysis of revenue and other gains or losses, net is as
oono follows:
oooodo oooodo
2021 2020
ooo ooo
HK$'000 HK$'000
ogooooooo Revenue from contract with
ooooooooao customer recognised at a point in time
oopoooooog Sale of magnesium related products 416,060 744,836
goooooooo Other gains or losses, net
oooooo Bank interest income 551 418
oooo Sales of scrap materials 2,052 4,053
oopoooooooooon Gain on disposal of property, plant
and equipment 5,052 497
oooo Rental income 7,578 3,793
00 Others (521) (606)
14,712 8,155
00O0o0ooDoooOonooooo All revenue contracts are for one year or less. As permitted
goooobogoboi1sgnoog by practical expedient under HKFRS 15, the transaction price
00O00oOooDooooboonoao allocated to unsatisfied contracts is not disclosed.
opoooooooo

1.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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good 7. LOSS BEFORE TAX
0doooDoooOoooomoann The Group’s loss before tax is arrived at after charging/
oooono (crediting):
ooooo oooono
2021 2020
ood ooo
HK$'000 HK$'000
oooooo# Cost of inventories sold* 306,086 519,343
oooooooooog:* Depreciation of property,
plant and equipment* 103,305 97,963
goopooobooog:* Written-off of property, plant
and equipment* 774 —
ooooooboboogoo Equity-settled share option expenses 2,232 3,975
ooooooo* Depreciation of right-of-use assets* 1,377 1,273
ooopoooDbOoOo0ooogoao Gain on disposal of property,
plant and equipment (5,052) (497)
goopooobooooo Impairment loss recognised on property,
gooo plant and equipment 175,657 —
oooooOooooooo Impairment loss recognised on
right-of-use assets 5,182 —
ooo0ooboOooDbOoo Impairment loss recognised on
intangible assets 2,738 —
opoooog:x Amortisation of intangible assets* 4,900 4,587
goooo«x Auditors’ remuneration*
gooono — Audit Service 1,000 1,000
oooooo — Non-audit Service = -
000D0D0MMOO0OO0DODODO  Employee benefit expense
(including directors’ remuneration)
oooOoboOoOobooo Wages and salaries and benefits in kind 43,915 54,364
oooooo Pension scheme contributions 610 238
44,525 54,602
goooooo-* Foreign exchange differences, net* CA L] 1,837
goooooooog (Reversal of allowance)/allowance
gooooo for expected credit loss on
ooooomaoad deposits and other receivables (65) 10
gooooooo Allowance for expected credit loss
opooooo on trade receivables 53,308 1,649
# ooooDOoO0O0O0O0O0O0O0OoOomooon # Included in “Cost of sales” in the consolidated statement of profit or loss and other
oo comprehensive income
* ooooDO0OO0OO0O0O0O0O0O0O0O0mooo * Included in “Administrative expenses” in the consolidated statement of profit or
oo loss and other comprehensive income
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8. OoOQOn 8. FINANCE COSTS
oooon ooooo
2021 2020
oood ooad
HK$'000 HK$'000
O00o0ooOooooooon Interest on bank and other borrowings
oooooag wholly repayable within five years 69,401 46,129
gooooono Interest on convertible bonds - 51,728
69,401 97,857
9. OOOO 9. DIRECTORS’ REMUNERATION
(@ 0000 (@) Directors’ Emoluments
O0DOo0o0D0DOooDOobOOooDoo The emoluments of each director for the year ended 31
oo0o0o0oOoOooobooooao December 2021 are set below:
oo
ooo
ooo
ooo oooo
Pension
Share scheme
Fees Salaries options contribution Total
ooo ooo ooo ood ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
good Executive directors
ooo Shum Sai Chit
ooow Chi Jing Chao®
ooo® Chi Sile®@
oooon Non-executive director
ooe Meng Jian®
000000  Independent non-
executive directors
ooo Kwong Ping Man
aoo Cheung Sound Poon
ooo Kwan Ngai Kit

@ oooooooooooa

@ goooooooooooo

@ ooooooooooooo

@ resigned on 1 August 2021
@ appointed on 1 August 2021

® retired on 30 June 2021
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DIRECTORS’ REMUNERATION (continued)
(@) Directors’ Emoluments (continued)

The emoluments of each director for the year ended 31
December 2020 are set below:

od

oad OO0 oa
Fees Share options Total
ooo OO0 Oooo
HK$'000 HK$'000 HK$'000
oooag Executive directors
ooo Shum Sai Chit - 539 539
ood Chi Jing Chao - 54 54
ogoooo Non-executive directors
oo Meng Jian 100 90 190
O00Oocooo# Tam Wai Ho, Samson Jp* - 45 45
goooooo Independent
non-executive directors
ooo Kwong Ping Man 30 90 120
ood Cheung Sound Poon 30 90 120
ood Kwan Ngai Kit 30 90 120
190 998 1,188
# Jo000o0ooDooooooo # retired on 30 June 2020

goooboooogoooo
gbooboobobobo

gooo
gooo
ggod

gpooobo
opoobod
goooo

OO
[y

goobooobobooo
goobooobooboonb
omobooooboom

o |
I i |

OO
OO

year (2020: Nil).

During the years ended 31 December 2021 and 2020,
no emoluments were paid by the Group to any of the
directors of the Group as an inducement to join or upon
joining the Group, or as compensation for loss of office.

There was no arrangement under which a director
waived or agreed to waive any remuneration during the

oooooOooooooon
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10.

11.

gooood 10. INDIVIDUALS WITH HIGHEST EMOLUMENTS
0o0dbOoboooooooooag The five highest paid employees of the Group during the
00MooOooooooOooaa year included two (2020: one) directors, details of whose
0O0DO00DOO0O0DDOODo9uODn remuneration are set out in note 9 above. Details of the
0@ooDooooooOomaooa remuneration for the year of the remaining three (2020: four)
0MmooDooooooooooag highest paid employees who are neither a director nor chief
0Mmooooooooo executive of the Company are as follows:
ooodo ooooo
2021 2020
ooo ooo
HK$'000 HK$'000
oopoooooooo Salaries, allowances and benefits in kind 1,795
goooo Share option expenses 1,526
oopoooo Pension scheme contributions 34
3,355

obobobooboooboooo
Mooooooomoogoa

The number of the highest paid employees who are not the
directors of the Company whose remuneration fell within the
following bands is as follows:

goonoo gooon
2021 2020

000 1,000,0000 O Nil to HK$1,000,000 3
1,000,001 O O 2,000,0000 O HK$1,000,001 to HK$2,000,000 1
4

gogod 11.  INCOME TAX EXPENSE

gbobobobobogoobooog
omoomooobobooogooo

The amount of income tax expense charged/(credited)
to the consolidated statement of profit or loss and other
comprehensive income represents:

ooooo ooooo

2021 2020

ooo ooo

HK$'000 HK$'000

goooo Current tax:

gooooood — PRC Enterprises Income Tax 11,438
0o0ommaoa 290 Deferred taxation (Note 29) (6,075)
5,363
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U000 Uooo 11. INCOME TAX EXPENSE (continued)
ooooOooooooooooo A reconciliation of the tax expense applicable to loss before
ooooOooooooooooo tax at the statutory rates for the countries/jurisdictions in
ooooOooooooooooo which the Company and the majority of its subsidiaries are
ooooooooooooooag domiciled to the tax expense at the effective tax rates, and
0o0Mmooooomooooag a reconciliation of the applicable rates (i.e. the statutory tax
oooono rates) to the effective tax rates, are as follows:
ooooo ooooo
2021 2020
ooo ooo
HK$'000 HK$'000 %
oooo Loss before tax (326,725) (68,648)
goooooooog Tax at the statutory tax rates (76,994) (14,004) 20.4
ooooooo Income not subject to tax (161) (4,961) 7.2
goooooo Expenses not deductible for tax 79,518 24,208 (35.3)
goooooooo Tax losses not recognised 2,795 123 (0.2)
00000000000 Taxlosses utilised from
previous periods (3) -
goooooooog Tax charge at the
ooooo Group'’s effective rate 5,363 (7.9

oooooOooooooon
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11. 0000 oo

12.
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(a)

11. INCOME TAX EXPENSE (continued)

Hong Kong Profits Tax

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill
2017 (the “Bill”) which introduces the two-tiered profits
tax rate regime. The Bill was signed into law on 28 March
2018 and was gazette on the following day. Under the
two-tiered profits tax rate regime, the first HK$2 million
of profits of the qualifying group entity will be taxed at
8.25%, and profits tax above HK$2 million will be taxed
at 16.5%. The profits of group entities not qualifying for
the two-tiered profits tax rates regime will continue to be
taxed at a flat rate of 16.5%.

The directors of the Group considered the amount
involved upon implementation of the two-tiered profit tax
rates require as insignificant to the consolidated financial
statement. Hong Kong Profits tax is calculated at 16.5%
of the estimated assessable profit for both years. No tax
is payable for the year ended 31 December 2021 (2020:
Nil) since there was no assessable profit generated in
Hong Kong.

PRC Enterprise Income Tax

The PRC Enterprise Income Tax is calculated at 25% on
the estimated assessable profits arising in the PRC for
the years ended 31 December 2021 and 2020.

12. DIVIDEND

The board of directors do not recommend the payment of any
dividend for the years ended 31 December 2021 and 2020.

(a)

3. 000d0oooooood

0d

gbooooooboobo
ooooooboooboo
331,883,0000 MO O O O
gov40110000 000000
gboo0obO0dnoOdes84,390,000

U0 00000e,583,598,0000

oon

0d
goboobooobooopoooo
gboooooooobgoobo
gbooooooogobogo
goboobooobooopoooo
gooooo
obooooooobooobo
ooooboobooooobo
obooooooobooobo
omooooooooooo
oooomoooooooo
obooooooooooo
ooooboobooooobo
gooooo
goboobooobooopoooo
gboooobobobo
goboobooobooopoooo
goooobooboobobo
goboooooooooon
oboooooooooobo
ooooboobooooobo
oboooooooobogo
ooooboobooooobo
goooooo

ooooboOmao
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

00000000000000000 Forthe year ended 31 December 2021

13. LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF THE COMPANY

(@)

Basic

The calculation of the basic loss per share are based
on the loss for the year attributable to owners of the
Company of HK$331,883,000 (2020: HK$74,011,000)
and the weighted average number of ordinary shares of
6,584,390,000 (2020: 6,583,598,000) during the year.

Diluted

Diluted loss per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has one categories of dilutive
potential ordinary shares: share options.

For the share options, a calculation is done to determine
the number of shares that could have been acquired
at fair value (determined as the average market price
of the Company’s shares during the period) based on
the monetary value of the subscription rights attached
to outstanding share options. The number of shares
calculated as above is compared with the number of
shares that would have been issued assuming the
exercise of the share options.

The computation of diluted loss per share does not
assume the exercise of the Company’s share options
because the exercise price of those share options was
higher than the average market price of shares for the
year ended 31 December 2021 and 2020.

For the convertible bonds, the effect on loss per shares
were anti-dilutive for the year ended 31 December 2020.
They were not included in the calculation of diluted loss
per share during the year.
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4. 000o0booon

14. PROPERTY, PLANT AND EQUIPMENT

ooo
oooo oo0o oo0o
ooo oooo oo oo oo
Leasehold Furniture,
land and Construction  fixtures and Plant and Motor
buildings in progress equipment machinery vehicles Total
ooo ooo ooo ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo Cost:
oooooooooo As at 1 January 2020 366,641 411,968 6,134 979,874 5,178 1,769,795
oo Additions - 113,982 317 6,086 326 120,711
oo Transfer 110,073 (110,073) - - - -
oo Disposal (544) = (135) (5) (2,024) (2,708)
oooo Exchange realignment 30,230 27,664 418 65,629 255 124,196
0000000000000 Asat31 December 2020 and
00o0oooooooo 1 January 2021 506,400 443541 6,734 1,051,584 3,735 2,011,994
oo Addition - 205,854 36 1,804 - 207,694
oo Transfer 579,111 (639,617) - 60,506 - -
oo Disposal - - - (6,864) - (6,864)
oo Written-off (1,293) - - - - (1,293)
pgooo Exchange realignment 22,374 7,895 202 32,212 112 62,795
0000000000000 Asat31 December 2021 1,106,592 17,673 6,972 1,139,242 3847 2,274,326
00o00ooooo Accumulated depreciation and
impairment:
000000OoOooo As at 1 January 2020 (47,441) = (4,544) (189,800) (3,021) (244,806)
ooooooo Depreciation provided during
the year (25,240) - (282) (71,587) (854) (97,963)
oo Disposal 143 - 128 4 1,923 2,198
oooo Exchange realignment (4,489) - (311) (16,436) (145) (21,381)
0000000000000 Asat31December 2020 and
oooooooooo 1 January 2021 (77,027) - (5,009) (277,819) (2,097) (361,952)
ooooooo Deprecation provided during
the year (25,798) - (277) (76,496) (734) (103,305)
oo Impairment (98,307) (1,722) (149) (75,387) (92) (175,657)
oo Disposal - - - 4,985 - 4,985
oo Written-off 519 - - - - 519
oood Exchange realignment (2,611) - (154) (9,231) (72) (12,068)
0000000000000 Asat31 December 2021 (203,224) (1,722) (5,589) (433,948) (2,995) (647,478)
oooo Carrying amount:
0000000000000 Asat31December 2021 903,368 15,951 1,383 705,294 852 1,626,848
0000000000000 Asat31 December 2020 429,373 443,541 1,725 773,765 1,638 1,650,042
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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14. PROPERTY, PLANT AND EQUIPMENT (continued)

Note:

(i) The carrying amount of the Group’s leasehold land and buildings reporting
periods are analysed as follows:

ooooooooooo

Medium term leases in Mainland China

ooooo ooooo
2021 2020
ooao ooo
HK$'000 HK$'000

903,368 429,373

(ii) O0o0o0O0O0oO0oO0oOoooooOooooon
0003314900000 000000000
000 000371,440,0000 000 00O
O0000oo0O0oO0ooooOoooomon
251

oboboooooobobgooo
ooooooboboogisd

(i) As at 31 December 2021, buildings, plant and machinery of the Group with a net
carrying amount of approximately HK$331,490,000 (2020: HK$371,440,000) were
pledged to secure banking facilities granted to the Group (note 25).

Details of the impairment testing on property, plant and
equipment are disclosed in note 18 to the consolidated
financial statements.

ooodn 15. RIGHT-OF-USE ASSETS

ooooo ooooo

2021 2020

oono ooo

HK$'000 HK$'000

ooooo As at 1 January 52,981 50,928
ooooood Depreciation provided during the year (1,377) (1,273)
oood Impairment loss (5,182) -
ooon Exchange realignment 1,572 3,326
oooooboOoo As at 31 December 47,994 52,981

ooooooooobd
oomobooobond
od ggoooooo

Ood

ooogo
oono479
0 52,981,0000 O
ooomaoo2s

oad
Mo
oo

HRg
OOod
OoOOod
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O
O
O
O

goobooooooooogoo

O
O
O
O
g
oooooooiso

The right-of-use assets represent the land use rights,
comprising cost of acquiring rights to use certain land, which
are principally located in the PRC, for operating purposes over
fixed periods.

As at 31 December 2021, right-of-use assets of approximately
HK$47,994,000 (2020: HK$52,981,000) have been pledged to
secure bank borrowings (note 25).

Details of the impairment testing on right-of-use assets are
disclosed in note 18 to the consolidated financial statements.
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16. OO OO 16. INTANGIBLE ASSETS
0o
Patent
0ono
HK$'000
ggdod Cost:
gooooooooo As at 1 January 2020 49,963
oooo Exchange realignment 3,330
goooooboocoobgo As at 31 December 2020 and 1 January 2021
Oo0ooooooo 53,293
oooo Exchange alignment 1,598
gooobooooboood As at 31 December 2021 54,891
goooooon Accumulated amortisation and impairment:
gooooooooo As at 1 January 2020 15,302
goooo Amortisation for the year 4587
goon Exchange alignment 1,263
000000OoOo00ooooon As at 31 December 2020 and 1 January 2021
O0o00ooooo 21,152
ooooo Amortisation for the year 4,900
oooo Impairment loss 2,738
oooo Exchange alignment 695
oo0ooooooooooon As at 31 December 2021 29,485
goono Carrying amount:
oooooooocooooo As at 31 December 2021 25,406
ooooooooooooo As at 31 December 2020 32,141

gbobobobobogoobooog

goooDoD 8o
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Details of the impairment testing on intangible assets are

disclosed in note 18 to the consolidated financial statements.

uoobbgoo

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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17, 0o 17. MINING RIGHTS
aoo
HK$'000
gono Cost:
oooooooood As at 1 January 2020 54,939
oooao Exchange realignment 3,661
oboooobooboooon As at 31 December 2020 and 1 January 2021
ooooooooo 58,600
oood Exchange realignment 1,757
dooboooooboooon As at 31 December 2021 60,357
goooo Accumulated amortisation:
oooooooood As at 1 January 2020 9,040
ooooo Amortisation for the year 188
oooo Exchange realignment 612
Oo0ooOooooooooo As at 31 December 2020 and 1 January 2021
oooOoooooo 9,840
ooooo Amortisation for the year -
oood Exchange realignment 295
Ooooooooooooo As at 31 December 2021 10,135
gooo Carrying amount:
O000000O0ooOooooo As at 31 December 2021 50,222
ooooooooooood As at 31 December 2020 48,760

obobobobd
ooboobobgo

U
g

-]
Oooo
Ooog

god
god
ggo

The balance represents mining rights of the dolomite mine
located in Baishan City of Jilin Province, the PRC, which is
amortised by the production quantity over the ore reserve.
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18. IMPAIRMENT TESTING ON PROPERTY, PLANT AND EQUIPMENT,
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RIGHT-OF-USE ASSETS AND INTANGIBLE ASSETS

During the year ended 31 December 2021, certain subsidiaries
in magnesium product business underperformed and
incurred losses due to the constraints to working capital
and offshore debt restructuring of the Group. In view of the
economic performance of the cash generating unit (“CGU") of
magnesium product business which was worse than expected,
management of the Group concluded there was an indication
for impairment and conducted impairment assessment
on property, plant and equipment, right-of-use assets and
intangible assets with carrying amounts of HK$1,626,848,000,
HK$47,994,000 and HK$25,406,000 respectively.

The Group estimates the recoverable amount of CGU, to
which the asset belongs when it is not possible to estimate
the recoverable amount individually, including allocation of
corporate assets when reasonable and consistent basis can
be established. The carrying amounts of assets of CGU was
approximately HK$1,750,470,000.

The recoverable amount of CGU has been determined based
on a value in use calculation. That calculation uses cash
flow projections based on financial budgets approved by the
management of the Group covering the following 5 years with
a pre-tax discount rate is 14.71% as at 31 December 2021.
The cash flows beyond the five-year period are extrapolated
using 2% growth rate, which is based on the industry growth
forecasts and does not exceed the long-term average growth
rate for the relevant industry. Another key assumption for
the value in use calculated is the budgeted gross margin,
which is determined based on the cash-generating unit's past
performance and management expectations for the market
development.
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odoooooddgnd 18. IMPAIRMENT TESTING ON PROPERTY, PLANT AND EQUIPMENT,
dodoooooddgd RIGHT-OF-USE ASSETS AND INTANGIBLE ASSETS (continued)
oono
ooodoDoooDooboooooag Based on the result of the assessment, management of the
ooooOooooooooooo Group determined that the recoverable amount of the CGU
0ooODo0oOooooooooao is lower than the carrying amount. The impairment amount
ooooooooooooooag has been allocated to each category of property, plant and
oooDooooooobooooag equipment, right-of-use assets and intangible assets with
ooooOooooooooooo finite useful lives such that the carrying amount of each
oooooDoobooooooaoao category of asset is not reduced below the highest of its fair
oo0ooooooooooooag value less cost of disposal, its value in use and zero. Based
oooobDoooooooooa on the value in use calculation and the allocation, impairment
0Oo0o0oooDoooooooao loss of HK$175,657,000, HK$5,182,000 and HK$2,738,000 has
oooooDoobooooooaoao been recognised against the carrying amount of property,
O0000oaoaivse57,0000 OO0 plant and equipment, right-of-use assets and intangible assets
5,182,0000 0 0 2,738,0000 O O respectively within the relevant functions to which these
assets relate.
uu 19. INVENTORIES
ooooo ooooo
2021 2020
ood ood
HK$'000 HK$'000
oono Raw materials 165,743
oo Work in progress 658
oood Finished goods 120,734
287,135

000000000000
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200 Jgoboooobooad 20. TRADE AND BILLS RECEIVABLES 20 D0goboooobnod 20. TRADE AND BILLS RECEIVABLES (continued)

oon

00000 poood 0000000000000 OO0
2021 2020 0oo0oo

odod ggo
HK$'000 HK$'000

The movements in the allowance for expected credit loss of
trade receivables are as follows:

gooon goooo

Trade receivables (note (i) 206,406 168,676 2021 2020

Allowance for expected credit loss (56,902) (3,490) 00O ooo
HK$'000 HK$'000

0000000 ()0
oooooooo

149,504 165,186 o
000000 ()0 Bills receivables (note (i) - 7,106 0o At the beginning of year 1726
Oo0O0o0O0o0ooooo Allowance for expected credit loss, net 1,649
149,504 172,292 ooono Exchange difference 115
. Note: oodad At the end of year 3,490
(i) goooooooUoooooooooo (i) The Group’s trading terms with its customers are mainly on credit. The credit . . P .
JO00oO0oOoOoOoOO0OO0Oi18o0000000 period is generally not over 180 days. Each customer has a maximum credit boooooooooogdon An, |mpa|rme_nF ana|y8|§ = performed at each rEpor_tmg date
0000000000O00D000O0D0O0O0 limit. The Group seeks to maintain strict control over its outstanding receivables goooooooooouooo using a pFQVISIOH matrix to measure expected (?I’edlt. losses.
00000O0O0OO0O0O0O0OOOOOoOooOoo and to minimise credit risk. Overdue balances are reviewed regularly by senior oo0dooobooobooomod The provision rates are based on internal credit ratings for
0000D000000000000000 management. In view of the aforementioned and the fact that the Group's trade oo0ooooooooooooao groupings of various customer segments with similar loss
0000000000 0O0O0OO0O0O0OoOooD receivables related to a large number of diversified customers, there is no o000 ooooao patterns (i.e. by geographical region pI’OdUCt type, customer
goooooooooooooooooo significant concentration of credit risk. The Group does not hold any collateral or . ’ :
00000000000 O0D0OO0O0oOooo0o0 other credit enhancements over its trade receivable balances. Trade receivables booioioomaodogn type and ratmg’ e,md coverage by letters O_f credit or other
1 1@ @ 131 5 . /@ (2 @ 1@ (1 [ @ @ @ © [ @ are interest-free. oooooboobooogoo forms of credit insurance). The calculation reflects the
oo O0o00Do0ooOOooObOOooooao probability weighted outcome, the time value of money and
0O0o00Do0o0ooOOooOoooooao reasonable and supportable information that is available at
(i) go0oooooOooOoocOoooDooooo (i) As at 31 December 2020, bills receivable of approximately HK$7,106,000 will 00000000 o0oooooOon the reporting date about past events. current conditions and
rioeo000 00O OOOOODOOODO be matured within six months after the end of the reporting period. All the bills . R .
T Tt receivables are dominated in RMB. oooobOO0ooboobogooboo forecasts of future economic cor_wdltlc_ms. Details of assessment
O0O000o 400 of expected credit loss was detailed in Note 40.

gobobobgoobooooog

An ageing analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of

oo
obomooboboboooooo
gogoooooogd

allowance for expected credit loss, is as follows:

ooonoo oooon

2021 2020

ogood ogood

HK$'000 HK$'000

obeon Within 60 days 2,692 87,468
610 900 61 to 90 days 20,448 49,275
910 1800 91 to 180 days 126,364 28,443
149,504 165,186

134 N Rare Earth Magnesium Technology Group Holdings Limited
Annual Report 2021
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200 Jgoboooobooad

oon

ooodooodood
0 d

obobobooboooon
ggoooooboooooao

20. TRADE AND BILLS RECEIVABLES (continued)
00 Impairment under HKFRS 9

ooad Set out below is the information about the credit risk exposure
on the Group’s trade receivables using a provision matrix:

ooooo aooo0od oooad
Gross
Expected carrying Loss
loss rate amount allowance
000 oo
HK$'000 HK$'000
Joodooooooood  31December 2021
omoooo Current (not past due) 155,221 5717
oo0o010d Less than 1 year past due 51,185 51,185
206,406 56,902
ooooo oooao oooo
Gross
Expected carrying Loss
loss rate amount allowance
ooo ooo
HK$'000 HK$'000
00od0ooOooooooOd 31 December 2020
omoooo Current (not past due) 1.885% 168,359 3,173
ooood1ld Less than 1 year past due 100% 317 317
168,676 3,490
dodbooooooooooag Receivables that were neither past due nor impaired relate to

goooobobooboboooooo

ooooOo
Oooooo
Ooooogo
Oooooo
Oooooo
Oooooo
Upoooo
Uooooo
Hooooo
OooOQ
OooQQ
Ooooog
OooOoo
OoooQo
OoooOOo
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a large number of diversified customers for whom there was
no recent history of default.

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track
record with the Group. Based on past experience, the directors
of the Company are of the opinion that no provision for
impairment is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable.

136 N Rare Earth Magnesium Technology Group Holdings Limited
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21. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

gooon gooon

2021 2020

ooo ooo

HK$'000 HK$'000

oogommoag o Prepayments (note (i)) 202,185 247,988
od Deposits 397 208
OooooOmaoao (g Other receivables (note (ii)) 7,217 19,187
209,799 267,383

oooooooo Allowance for expected credit loss (132) (191)

209,667 267,192

gbobooooboobobobgoboo
goooooboboooogo

ooo

(i) 00000000000 00000000
00000000000 191,248,0000 O
0000000241,263,0000 0 M

(i) 000000000 000000O00O
000023900000 mMm0O0000O
10,439,0000 O I

oooboooooobobgooo
ooooobobbooooon

None of the deposits is either past due or impaired. The
allowance for expected credit loss relates other receivables.

notes:

(i) As at 31 December 2021, prepayments mainly comprise of prepayment of
inventory of approximately HK$191,248,000 (2020: HK$241,263,000).

(i) Other receivable mainly comprise of value-added tax recoverable in the PRC of
approximately HK$2,390,000 (2020: HK$10,439,000).

The movements in the allowance for expected credit loss of
prepayments, deposits and other receivables are as follows:

gooon gooon
2021 2020
oon oon
HK$'000 HK$'000

oad At the beginning of year 170
00000 MMOoOooDmad (Reversal of allowance)/allowance for

expected credit loss 10
ooon Exchange difference 11
ooad At the end of year 191

oooooOooooooon
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2. Jobooogoooboood 22. CASH AND CASH EQUIVALENTS AND PLEDGED BANK DEPOSITS

Odoomd
ooooo ooooo
2021 2020
ooad ooag
HK$'000 HK$'000
ooooooa Cash and bank balances 25,078 36,104
ooooooo Pledged bank deposits 10,490 10,185

ooooobOoomobo2s0

35,568
Less: Pledged deposits for

borrowings (note 25) (10,490)

cooooooaoo

Cash and cash equivalents 25,078

gogoooooo
ggoon
goooo

Pledged bank deposits:
Current portion 10,490
Non-current portion -

10,490

oboboobooooboobo
oboboboobobogoobooog
gooQooggasz479,0000 00
gbogo4373000000MMo0g
gboooobooboonboDbo
gbobooooboobogobo
obobooooooobonbo
oboboboobobogoboooog
gooooooogo
oooooooooobogooo
ooboo0ooboobooooooDn
oo0bo0oo0obooooboooDo
ooboooboboobooDo
ooboo0oooboooboobooDo
oooooooooobogooo
obo0obO0o0obOoo0oDbOoon
gboboooobooboboDbo
goooogoi10,490,0000 M0

gopboogogionssoo00dmmod
ogooooboomon 250

138 N Rare Earth Magnesium Technology Group Holdings Limited
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At the end of the reporting period, the cash and cash
equivalents and pledged bank deposits of the Group
denominated in RMB amounted to approximately
HK$32,479,000 (2020: HK$43,730,000). RMB is not freely
convertible into other currencies. However, under Mainland
China’'s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made for
three months depending on the immediate cash requirements
of the Group, and earn interest at the respective short term
time deposit rates. The bank balances and pledged deposits
are deposited with creditworthy banks with no recent history
of default.

As at 31 December 2021, pledged bank deposit of
approximately HK$10,490,000 (2020: HK$10,185,000) was
pledged to bank for secured of borrowings (Note 25).

23.

24.

gogoogad

gbobobooboooooooo
goooobbboooooon

2!

uoobbgoo

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the
reporting period, based on the invoice dates, is as follows:

ooooo oooono

2021 2020

ood ooo

HK$'000 HK$'000

0odeod Within 60 days 18,777
610 900 61 to 90 days 3,257
ggdoon Over 90 days 14,182
36,216

oboooooboboobogooao
obO0ooo0i18o00

goobooooboaon
gooo

The trade payables are non-interest-bearing and are normally
settled within 180-day terms.

24. OTHER PAYABLES AND ACCRUALS AND CONTRACT LIABILITIES

ooooo ooooo

2021 2020

ooo ooo

HK$'000 HK$'000

ooomaoo (o Accruals (note (i) 5,666 8,875
O0o0o0omoad@(no Other payables (note (ii)) 128,685 63,728
134,351 72,603

ooomoao (o (ivyo Contract liabilities (note (iii) and (iv)) 26,321 13,993

oooooOooooooon
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24, o0 oooooboooo 24. OTHER PAYABLES AND ACCRUALS AND CONTRACT LIABILITIES 25. 000 25. BORROWINGS
OU000Oooo (continued)
' mislufslsl COOO0O
ooooooooooooooo Accruals and other payables are interest-free and repayable 2021 2020
obDooDbOoo on demand. 000 000
oG Hote: HK$'000 HK$'000
@i 000000000000 O0OO0D0OOO i) As at 31 December 2021, the accrual expenses mainly represent accrual salary oooo Bank borrowings 137,080 134,524
0000000000000 3,777,0000 and staff benefit of approximately HK$3,777,000 (2020: HK$4,703,000) and ooomod @)oo Other borrowings (note (ii) and (iii)) 738,963 737,795
(00 O000004,7030000 00000 accrued professional fee of approximately HK$1,889,000 (2020: HK$1,000,000).
00D0D01,889,0000 0000000 876,043 872,319
1,000,0000 O 1
() As at 31 December 2021, the oth ol - s interest omoovdm Borrowings (note v):
(ii) 000000000000 O0OD0DDoDD ii s a ecember , the other payable was mainly represents interes L
0000000000 828470000 [0 O payable of approximately HK$82,847,000 (2020: HK$33,566,000) and outstanding ooooooooon Due W!th!n one year or on demand 876,043 796,938
0O0oQoo335660000 00000000 amount payable for construction-in-progress of approximately HK$25,829,000 gooooooo Due within a peHOd Of'more than one
0000000 258290000 MO000 (2020: HK$27,166,000). gopooooo year but not exceeding two years - 75,381
00 27,166,0000 O MO
876,043 872,319
(iii) 0000000000 O0O0OO0O0O0O0oooO (iii) The Group receives certain portion of contract amounts when signing the Ooo00o0o0oooooon Less: Amounts shown under
00O00D00O0O0O0O0oO0OOoO0Oooon contracts with customers on sale of magnesium products. The transaction R ~ATR
000000000oo0oo0ooooooooo price allocated to these sales is recognised as a contract liability at the time non-current liabilities - (751381)
0000000000000 D00O0DOO0 of initial sales transaction. Revenue recognised in the current year that was .
[0 13,993,0000 [ 0 0 0 0 O O 19,742,000 included in the contract liability balance was approximately HK$13,993,000 oooooood Amounts ShOWfII under current liabilities 876,043 796,938
D0MO000DD00000DO000O0DO (2020: HK$19,742,000). The Group considers the advance payments schemes gobooooogo Less: The carrying amount of bank and
000000000D0000000000 does not contain significant financing component and accordingly the amount Oo0ooogooood other borrowings that are
000000000000 0000000 of consideration is not adjusted for the effects of the time value of money taking ooooooooon repayable on demand due to
0O000o00oooooooooo into .cc.>n5|der'at|on that the payment terms were not structured primarily for the 00MmOooooooon loan defaults or breach of
provision of finance to the Group. .
oodaovid loan covenants (shown
(v 0000000000 (iv)  The movements of contract liabilities are as follows: under current liabilities) (note vi) (839,815) (760,580)
SEE G 50 EEE 0000000000000  Amounts shown under current liabilities
2021 2020 oooooooo for the bank and other borrowings
ooo ooo ooooooooood that are repayable within one year
HKSI000 HK$'000 or on demand 36,228 36,358
SE I N <. .o NI Borrowings:
evenue recognised from performance obligations . .
satisfied during the year e (19.742) Oo0moag®@o gino Secured (note (i) and (iii)) 256,654 253,848
00000oooo0ooooooon Increase in contract liabilities as a result of receiving aooo Unsecured 61 9-389 618,471
deposits during the year 25,902 12,677
oooo Exchange realignment 419 1,316 876,043 872,319
ooooooooooo Balance at 31 December 26,321 13,993

oooooOooooooon
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UUroo

ooooObo0o0ooomooooo

oboomooog

25. BORROWINGS (continued)

The ranges of effective interest rates (which are also equal to
contracted interest rates) on the Group’s borrowings are as

goooo
goooon
goooon

follows:
Ood oo
ooooo oo0oono
0000000 [epegegeysyElE
ooo ooo
Year ended Year ended
31 December 31 December
2021 2020
ooo ooo
HK$'000 HK$'000

Effective interest rate:
Fixed-rate borrowings
Variable-rate borrowings

4% to 18% 4% to 18%
A aca 4.25% 10 5.48%

ggoooooogg

Borrowings were denominated in the following currencies:

ooooo ooooo

2021 2020

ooo ooo

HK$'000 HK$'000

ooo RMB 114,295 111,739
od HK$ 563,785 563,785
od uss 197,963 196,795
,043 872,319

Rare Earth Magnesium Technology Group Holdings Limited

Annual Report 2021

(U

(i)

(iii)

(iv)

(vi)

25. O0ooo

ooo

0000 0214295,0000 MO 0O0OAO
002117390000 D D0 O OOOOOO
gooooooooooOoooboooao
000331490000 00000000
479940000 MO0 0000000000
Oo00o0osri4400000 00000000
05298100000 000

D000OO0OD@ODODODOOODODDOOO
42,359,0000 (DO O O O O0O42,109,000
0 0O ™(b)O O O 276,604,0000 (IO O
0 O 00275686,0000 O OO (c)O O O
0 0O Ming Xin Developments Limited O
4200000000 00 00O0ODOOCOOOO
gooomoo28@oonoo

goooooOoooooooOoooooon
0000000000 oiss604,00000
gooooOoooooOoOoOoooooan
oo

gooobobooOooooboooooooo
0dnooooo0oOnooooooooo
0o0o0ooooooooo27,000000000
oo

000000000 4.99% O 5.04%0 00
O0oo00o000000000000000

D00OO0OO0ODOO0O0ODOD42359,0000 0
0000000421090000 00O ()OO
00000000000 (i)0000 Alpha
Sino International LimitedT] Alpha Sino[1]
g0o0oooOooooog@gyooooo
10,490,0000 (M 0000 O O10,185,0000
Dmoooo

00o00O000o0O00ooo0OooO0on
0D0000000000008.12%000
00 08.02%M

0000000000 000000000
oo

00000000000000000D
O0oO00oO0o0oO0o0ooOooOooooon
OO00oooo0oooOoOoooOoOoooan
000000000 000000D0O
01017500000 0 000000000
oo00oO0ooO0oO0o0oO0ooO0ooOooaon
0OO00D0000000000D00000
839,815,0000 (I 0O 0O 0O O 0O 760,580,000
O0@moo00o0o0oooooooooon
00000000000 00000000
Oooo0000000000000000
O0o0oo0O0O0oO0oO0oO0Oooooooooon
000000000 0O0O00000000
oooo
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BORROWINGS (continued)

Note:

U]

(if)

(i)

(iv)

V)

(vi)

Secured borrowing of approximately HK$214,295,000 (2020: HK$211,739,000)
were guaranteed by the corporate guarantee of a fellow subsidiary and pledged
property, plant and equipment of approximately HK$331,490,000 and right-of-
use assets of approximately HK$47,994,000 (2020: property, plant and equipment
of approximately HK$371,440,000 and right-of-use assets of approximately
HK$52,981,000).

Included in other borrowings was (a) IFC loan of approximately HK$42,359,000
(2020: HK$42,109,000); (b) bond of approximately HK$276,604,000 (2020:
HK$275,686,000) and (c) bond from the immediate shareholder, Ming Xin
Developments Limited of HK$420,000,000 which was reclassified from convertible
bond (Note 28) in 2020.

Included in the other borrowings of the Group were borrowings of approximately
HK$155,604,000 which the lender have commenced litigations against the Group
to repay the outstanding balances on 22 February 2021.

Pursuant to a loan agreement entered into by a wholly-owned subsidiary of the
Company and International Finance Corporation (“IFC”), IFC had granted a loan
facility of US$27,000,000 to the subsidiary.

The loan bears interest at variable interest rate from 4.99% to 5.04% and the
amounts due are based on the scheduled repayment dates set out in the loan
agreement.

The loan from IFC of approximately HK$42,359,000 (2020: HK$42,109,000) was
secured by (i) corporate guarantee given by Century Sunshine Group Holdings
Limited; and (ii) pledged of shares in Century Sunshine Group Holdings Limited
as owned by Alpha Sino International Limited (“Alpha Sino”), the substantial
shareholder; (iii) deposit with banks of approximately HK$10,490,000 (2020:
HK$10,185,000).

The weighted effective interest rate of bank borrowing and other borrowing as at
31 December 2021 is approximately 8.12% (2020: 8.02%).

The amounts due are based on scheduled repayment dates set out in the loan
agreements.

Certain of the Group’s facilities were subject to the fulfillment of covenants as
are commonly found in lending arrangements. On 3 July 2020, the Company
announced CS, the controlling shareholder of the Company, defaulted in the
redemption of its subordinated notes of SGD101.75 million in principal amount.
As a result, the Group could not fulfill covenants on certain borrowings. As at 31
December 2021, borrowings with aggregate carrying amount of HK$839,815,000
(2020: HK$760,580,000) were in default of repayment or loan covenants and were
classified as current liabilities in the consolidated statement of financial position
as at 31 December 2021. The Group is negotiating with the lenders to refinance
the borrowings at the end of reporting period. As at the date of approval of the
consolidated financial statements, the aforesaid borrowings were not yet renewed
nor repaid.

oooooOooooooon
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2. OO0 O0ooon 26. AMOUNT DUE TO A SHAREHOLDER 28. OO oOad 28. CONVERTIBLE BONDS
0o0dbOoboooooooooag As at 31 December 2021 and 31 December 2020, the amount ooooooooooooooag On 30 November 2017, as part of consideration for the
0o0dbOoboooooooooag due to a shareholder is unsecured, interest-free and repayable ooooooooooooooag acquisition of the Fullocean Group, the Company has issued
0oo0oooDooooooooa on demand. ooooooooooOonooaa convertible bonds which bear an interest of 4% per annum
oono 0 O O Sure Sino Global Limited payable in arrear semi-annually with aggregate principal
(O Sure SinodD OO ODOO0OO amount of HK$420,000,000 pursuant to the sale and purchase
27, 0Ooog 27. DEFERRED REVENUE 00o0oO0O0oO0oO0oOoOoOooooao agreement entered into by Capital Idea Investments Limited
000 O00OD0D0OD0d4%0 00 0 (“CIIL™), Sure Sino Global Limited (“Sure Sino”), Century
oooon Oooon oCoooooooobooboooo Sunshine Group Holdings Limited and the Company.
2021 2020 4200000000 0000000O
HE$'D00DO HE$'D00DO Ooo0oo0DoOoboOOoooooooao According to the Group’s accounting policy, the convertible
Ooo0ooDooboOOooboooooao bonds are classified separately as financial liabilities and
O0o0o00o0o0ooon Government grants received ocoooooooooooooon equity in accordance with the substance of the contractual
related to assets 72,834 oooooooooooooon arrangements and the definitions of a financial liability and
Ooo0ooooooDooooooo an equity instrument. Conversion option that will be settled by
L Ooo0ooooooDooooooo the exchange of a fixed amount of cash or another financial
000000 ooooobonoao In order to encourage the development of magnesium industry, 000000000000 O000 asset for a fixed number of the Company’'s own equity
ooodoodoodoodon Baishan City Tianan Magnesium Resources Co., Limited D00000000000000 instruments is an equity instrument. The fair value of the
00o00oooDooooooOonoao entered into an agreement with the local government in 2012. 00000000 O0OOOOO00 liability component is estimated using the prevailing market
e Pursuant to the agreement, the local government agree to ODoO0000O0O0O0O00OO0OOoOO interest rate for similar non-convertible instruments. The fair
0oo0o0bhOooooooooooao p_rowde fmanaa_l assistance (the Assstanc_e )_to Bals_han City O00O0O0O0O0mMmoOooOonn value assessment of the convertible bonds was performed
oooodoouoodno Tianan Magnesium Resources Company Limited to improve D0D00D00O0D0O0O0O0O0O0O0n by an independent professional valuer. The equity element is
Hoonoonoonoon ol technc_>|ogy el GRS S G2 R G i oboboboooooooooo presented in equity under the heading of “convertible bond
property, plant and equipment. 14.6%0 equity reserve”. The effective interest rate of the liability
0000000000000 00 During the year ended 31 December 2021 and 2020, the Group element on initial recognition is 14.6% per annum.
SRR AR AR AR R AR A ARER I _has A0 [HESRE any %s::lstak?ce and thedredwere no otger ooooooooooobogo The convertible bonds entitle the bondholder to convert to
e |2nczome \évazs ;ecoghnlse o_rt € years e? def e gecem er goooo400b0O0ODOOODO shares at a conversion price of HK$0.40. The maturity date
pooobdododoopooon _0 1 and q 020. L € garryflng r;l]moun(';_fc; elerred revenue oooooooDoooooooag of the Convertible Bonds is 3 years from the date of issue.
pooodouodbbdodo Increased due to the arise of exchange difierence. oooOooooDoooooooag Conversion may occur at any time before maturity date of the
nooooooooooooon ooodoDoooDooboooooag Convertible Bonds. The Company will redeem the convertible
OD000000D0O0D0O0O0DOO The Assistance received or which becomes receivables is bbbooooooboddd bonds if the bonds have not been converted on maturity date.
opoodoodoodoodon initially recognised as deferred revenue and subsequently D0oO0oO0O0O000ooooooao The convertible bonds expired on 30 November 2020 and the
00DOoo0bOOooDooooboonoao recognised in profit or loss over f[he life of a depreciable asset 0000000000000 On obligations to the bond holder were transferred to “borrowings”
nooooooo by way of as a reduced depreciation charge expense. 000000000000 000 during the year ended 31 December 2020. The amount was
oo0o0o0o0Dmoomoboooao unsecured repayable on demand and carried interest at 4%
gooooooooo400 per annum.
Rare Earth Magnesium Technology Group Holdings Limited 0000o0ooooooog
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28. CONVERTIBLE BONDS (continued)

For more details of the terms of convertible bonds, please
refer to the circular dated on 26 October 2017.

The convertible option initially included in convertible bonds
equity reserve was transferred to retained earnings upon
expiry.

The liability component of convertible bond recognised in the
statement of consolidated financial position was calculated as

follow:
ooo

HK$'000
goooooogooo As at 1 January 2020 385,072
oo0oooooo Effective interest expenses charged 51,728
Oo0o0oOoDooono Interest expenses paid and payable (16,800)
ooooo Transfer to borrowings (420,000)
goooooobooobooo As at 31 December 2020 -

Rare Earth Magnesium Technology Group Holdings Limited
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29. O00O0OO 29. DEFERRED TAXATION
ooooOooooooooooo The components of deferred tax balances recognised in
odooooooooooooooo the consolidated statement of financial position and the
movements during the year as follows:
goooano Deferred Tax Liabilities
oooon ooooo 00
Convertible Right-of-
bond use assets Total
ooo ooo oono
HK$'000 HK$'000 HK$'000
00ooooooon As at 1 January 2020 6,000 2,872 8,872
oooOoooooo Credited to consolidated
oooono statement of profit or loss and
other comprehensive income (6,000) (75) (6,075)
oooo Exchange realignment - 189 189
gooooo As at 31 December 2020 and
oo0ooooon 1 January 2021
oo0ooooooa - 2,986 2,986
O00ooooono Credited to consolidated
goooo statement of profit or loss and
other comprehensive income - (80) (80)
ooono Exchange realignment - 89 89
oooooo As at 31 December 2021
oooooon - 2,995 2,995

oooobbOonoooomo

obooooboobgoboao
39,301,0000 O O O 0O OO
lr8izvooo0dmpoooOOOO
oboboboooooooooo
obooooooobobgooao
gooogi1osioood ™o
gooooom@mobboooogo
gbooooboobobobgooao
oboboboooooooooo
oboboboooooooooo
obooooboobobgooao
goooobbboooooon

The Group has tax losses arising in Hong Kong before Inland
Revenue Department (“IRD”) assessment of approximately
HK$39,301,000 (2020: HK$1,817,000) that are available
indefinitely for offsetting against future taxable profits of
the companies in which the losses arose. The Group also
has tax losses arising in Mainland China of approximately
HK$11,081,000 (2020: HK$Nil) that will expire in one to five
years for offsetting against future taxable profits. Deferred tax
assets have not been recognised in respect of these losses as
they have arisen in subsidiaries that have been loss-making
for some time and it is not considered probable that taxable
profits will be available against which the tax losses can be
utilised by these subsidiaries.
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29. DEFERRED TAXATION (continued)

Deferred Tax Liabilities (continued)

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax treaty
between Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5%. The Group
is therefore liable to withholding taxes on dividends distributed
by those subsidiaries established in Mainland China in respect
of earnings generated from 1 January 2008.

At 31 December 2021, no deferred tax has been recognised
for withholding dividend taxes that would be payable on the
unremitted earnings that are subject to withholding dividend
taxes of the Group’s subsidiaries, associate, and joint ventures
established in Mainland China. In the opinion of the directors,
it is not probable that these subsidiaries, associate and joint
ventures will distribute such earnings in the foreseeable
future. There was no significant temporary difference
associated with investments in subsidiaries, joint ventures and
associate in Mainland China at the end of the reporting period
(2020: Nil).

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.
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30. OO 30. SHARE CAPITAL
agooon oooon
2021 2020
0oono 0on
HK$'000 HK$'000
aod Authorised:
13,000,000,000 13,000,000,000
0000000 13,000,000,0000 (2020: 13,000,000,000)
oooooolon0nOOOoOO ordinary shares of HK$0.10 each 1,300,000
gooooon Issued and fully paid:
6,584,390,058 6,584,390,058
0000000 e6,584,390,0580 (2020: 6,584,390,058)
oooooolonnOOoonOd ordinary shares of
HK$0.10 each 658,439

guo
go
gg
oo
oo
ogoao
10,000,000
oooag 3o

goobooobooobooobo

There was no movements in the Company’s issued ordinary
shares during the year ended 31 December 2021.

During the year ended 31 December 2020, the Company issued
10,000,000 shares at an exercise price of HK$0.30 per share
upon the exercise of share options. For more details, please
refer to note 31.

A summary of movements in the Company'’s issued share
capital is as follows:

Ooono
oooo
Number of

shares
in issue

oo

oo oooao

Share

Share premium
capital account Total
ooo ooo ooao
HK$'000 HK$'000 HK$°000

doooooooon As at 1 January 2020 6,574,390,058 657,439 1,560,077 2,217,516
oooOoooooo Issue of ordinary shares upon

ooo exercise of share options 10,000,000 1,000 2,557 3,557
ooo0O0ooooo As at 31 December 2020,

gooooooooo 1 January 2021 and

cooooooood 31 December 2021

goooooo 6,584,390,058 658,439 1,562,634 2,221,073
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31. SHARE OPTIONS

On 4 December 2017, a share option scheme (the “Scheme”)
was approved by the shareholders of the Company. Under
the Scheme, the Company may grant options to the directors
or employees of the Group and any substantial shareholder,
consultant or adviser, distributor, contractor, supplier, service
provider, agent, customer and business partner of the Group
(the “Eligible Participant”) to subscribe for shares in the
Company.

Options may be granted on such terms and conditions in
relation to their vesting, exercise or otherwise as the directors
may determine in its absolute discretion, provided that such
terms and conditions shall not be inconsistent with any other
term conditions of the Scheme.

The subscription price is not less than the highest of (i) the
closing price of the shares on Main Boards stated in the Stock
Exchange’s daily quotation sheet on the date of offer of the
option; (ii) the average prices of the shares on Main Board as
stated in the Stock Exchange’s daily quotation sheets for the
five trading days immediately preceding the date of offer of
the option; and (iii) the nominal value of the shares. The Group
has no legal or constructive obligation to repurchase or settle
the options in cash.

The share options are exercisable only if the Eligible
Participants remain in the service of the Group or substantial
shareholder from the grant date of the share options up to the
designated exercise date.

The total number of shares issued and to be issued upon
exercise of the options granted to each eligible person in
the twelve-month period expiring on the offer date must
not exceed 1% of the issued share capital of the Group.
Where any grant of options to a substantial shareholder or
an independent non-executive director of the Group, or any
of their respective associates, would result in the securities
issued and to be issued upon exercise of all options already
granted and to be granted (including options exercised,
cancelled and outstanding) to such person in the twelve-
month period up to and including the date of such grant (i)
representing in aggregate over 0.1% of the relevant class of
securities in issue; and (ii) (where the securities are listed on
the Stock Exchange), having an aggregate value, based on
the closing price of the securities at the date of each grant, in
excess of HK$5 million, such further grant of options must be
approved by shareholders of the Group.
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3. 00 oo 31. SHARE OPTIONS (continued)
0oo0oooooooood For the year ended 31 December 2021
HREREEN
O
O ooooo
ooooo oo oo oo oo ooo
oooo oono ooo oono ooo oooo ooo
oo ooo ooo oono ooo oo oooo
Options Options Options Options
Held at granted exercised cancelled lapsed Held at Exercise
1 January during during during during 31 December price
2021 the year the year the year the year 2021 (note)
oo
HK$
(A) OO
Employees 163,400,000 - - - - 163,400,000 0.4
140,000,000 - - - - 140,000,000 03
(B) OO
Directors
ooo 30,000,000 - - - - 30,000,000 04
Shum Sai Chit
ooorx 3,000,000 - - - (3,000,000) - 04
Chi Jing Chao*
oo# 5,000,000 - - - (5,000,000) - 04
Meng Jian*
oono 5,000,000 - - - - 5,000,000 04
Kwong Ping Man
oono 5,000,000 - - - - 5,000,000 04
Cheung Sound Poon
ooo 5,000,000 - - - - 5,000,000 04
Kwan Ngai Kit
216,400,000 - - - (8,000,000) 208,400,000 04
140,000,000 - - - - 140,000,000 0.3
356,400,000 - - - (8,000,000) 348,400,000 -
* gooooooooooo * resigned on 1 August 2021
# gooooOoOoooOooooo # retired on 30 June 2021
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3. 00 ooo 31. SHARE OPTIONS (continued) 3. 00 oo 31. SHARE OPTIONS (continued)
O00O0000O000ooad For the year ended 31 December 2020 000000000000000 Options outstanding at 31 December 2021 have the following
oooo 000000000000 000 expiry date, exercise period and exercise prices.
ooooooad
O
O ooooo
000 a0 o0 o a0 Son oooo oooo ooo D_DDQD ooooo
0ooo oDoo 0oo oDoo 0oo 0ooo ooo Exercise prices Number of
oo 000 ooo ooo ooo oo 0oooo Grant date Expiry date Exercise period per Share Options
Options Options Options Options oo
Held at granted exercised cancelled lapsed Held at Exercise HK$
1 January during during during during 31 December price
2020 the year the year the year the year 2020 (note) 00000ooooon DO0000D0D00O0O00O0 OOOOOO0OOOooooao
ks 000000000000 PN 208,400,000
25 April 2018 29 December 2023 From 1 November 2018 to
(A oo 29 December 2023
Employees 163,400,000 - - - - 163,400,000 0.4
40,000,000 - - - (40,000,000) - 05 ooopooooooo 00000000000 000000000000
150,000,000 - (10,000,000) = — 140,000,000 03 00000000000 03 140,000,000
®) 00 25 July 2019 31 August 2022 From 1 September 2019 to
Directors 31 August 2022
ooo 30,000,000 = = = - 30,000,000 04
Shum Sai Chit 348,400,000
ooo 3,000,000 = = = = 3,000,000 04
Chi Jing Chao ooodoDooooooooooag As at the date of the annual report, the total number of
oooooooomooooao Shares of the Company available for issue under the Scheme
ae'igjian SR N N - N SR 04 00000000 80583900500 (including the above Options outstanding not yet exercised)
odooooDooooooooao was 805,839,005, representing approximately 12.2% of the
ooooooo* 5,000,000 = = = (5,000,000) = 04 1220 00000000006 issued share capital of the Company as of the date thereof.
Tam Wai Ho, Samson JP* ddooooooooooooag The remaining life of the Scheme is approximately 6 years and

ooo 5,000,000 5,000,000 04 oo to be expired on 4 December 2027.
Kwong Ping Man

0ooo 5,000,000 - - - - 5,000,000 0.4
Cheung Sound Poon

ooo 5,000,000 - - - - 5,000,000 0.4
Kwan Ngai Kit
221,400,000 - - - (5,000,000) 216,400,000 0.4
40,000,000 - - - (40,000,000) - 0.5
150,000,000 - (10,000,000) - - 140,000,000 0.3
411,400,000 - (10,000,000) - (45,000,000) 356,400,000 -
* oo0ooDoOoooooooo * retired on 30 June 2020
152 N Rare Earth Magnesium Technology Group Holdings Limited ooboooooooooo p 153
Annual Report 2021 20210000

\ 4



goobobooo

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

31.

32.
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U0 Oyoo
000000000000 oOoOo
00000000000 OoOoOo
0o0oO0oO0oO0oO0oOoOoOooooag
13,509,0000 DO OO OOOOO
000000000000 oOoOo
00285000000000000
00 0 0O 46.729%0 54.568%0 O
00000 O1.459%0 1.758%0
011003100000 00000
000000164000 0000
0000000 0O0O0ooOoooa
000000000000 oOoOo
000000000000 oOoOo
0000000 0O0oOooooa
000000000 0O0oOooo
0 2,232,0000 (O OO O OO
39750000 D00 0DOOOOO
0oooO0oooooo

0000 000oO0OoOooooo
0000 000oO0OoOooooo
ooo

0
000000000000 oOoOo
000000000000 0O0e3
00o00o0oooooon
0000000 O0O0ooOoooa
0000000 muoooooo
00000 mOooomooom
0 O [ 480,084,0000 (D OO OO
0 01,003,291,0000 00000
00000 0o0oooOoooooa
0o0o0000O0oOoooooa
0000 000oO0OoOooooo
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31. SHARE OPTIONS (continued)

The fair value of Options granted during the year ended 31
December 2019 determined using the Binomial Option Pricing
model was approximately HK$13,509,000. The significant
inputs into the model were share price of HK$0.285, at the
grant date and adjusted for the effect of the share subdivision,
exercise price shown above, expected volatility ranged from
46.729% to 54.568%, annual risk-free interest rate of 1.459%
to 1.758%. Expected life of Options of approximately 1.10
to 3.10 years and dividend payout ratio 1.64. The volatility
measured at the standard deviation of expected share price
returns is based on statistical analysis of daily share prices
from 31 December 2010 to 25 July 2019. During the year
ended 31 December 2021, approximately HK$2,232,000 (2020:
HK$3,975,000) were charged to the consolidated statement of
profit or loss and other comprehensive income.

No Options were granted during the years ended 31 December
2021 and 2020.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current year and prior period are presented in
the consolidated statement of changes in equity on page 63 of
the financial statements.

As at 31 December 2021, the Company’s reserves available
for distribution, calculated in accordance with the Companies
Act 1981 of Bermuda (as amended) (“Companies Act”)
amounted to HK$480,084,000 (2020: HK$1,003,291,000).
Under the Companies Act, the Company’s contributed
surplus of the Company is also available for distribution to
the Shareholders. No dividend shall be paid or distribution
made out of contributed surplus if to do so would render the
Company unable to pay its liabilities as they become due or
the realisable value of its assets would thereby become less
than its liabilities.

The Group’s special reserve represents the difference between
the nominal value of the shares of the subsidiaries acquired
pursuant to the Group reorganisation prior to the listing of
the Company’s shares in 1993, and the nominal value of the
Company’s shares issued in exchange therefor.

3. dugbooobooaoon

34.

35.
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33. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING
ACTIVITIES

gooooboooo
gooooo
gooo
gopboooog
gooo

oooa
ooooa 00 oooo 0o
Due to Interest

a shareholder  Borrowings Payables Total
oono oon oo oo
HK$'000 HK$'000 HK$'000 HK$'000

As at 1 January 2021
Financing cash flow
Exchange realignment
Other non-cash movement:
Interest payable

gooooboooboon
gopooo

Net debt as at 31 December 2021

goooobooooo
gooooo
gooo

gooo
gopoooog
gooo

oooo
0oooo oo ooooo 00
Due to Convertible
a shareholder ~ Borrowings bond Total
0oo 000 ooo 000
HK$'000 HK$'000 HK$'000 HK$'000
As at 1 January 2020 113,028 487,442 385,072 985,542
Financing cash flow (96,469) (44,677) - (141,146)
Reclassification - 420,000 (420,000 -
Exchange realignment 600 5,614 - 6,214
Other non-cash movement:
Interest payable 16,800 3,940 34,928 55,668

gooooboooboon
gopood

Net debt as at 31 December 2020
33,959 872,319 - 906,278

oooao 34. NON-CASH TRANSACTION
dodoooooooooooo During the year ended 31 December 2021, additions of
dodoooooooooooag property, plant and equipment was partially settled by
dodoooooooooooo inventories and prepayment for inventories with the amounts
O 41,090,0000 O O 53,299,0000 of approximately HK$41,090,000 and HK$53,299,000
gooono respectively.

Oooao 35. PLEDGE OF ASSETS

0o0DooOooooooooooo Details of the Group’s borrowings, which are secured by
000000 140150220 250 certain assets of the Group, are included in notes 14, 15, 22

and 25.
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36. OO 36. COMMITMENTS 7. 0ol ooo 37. MATERIAL RELATED PARTY TRANSACTIONS (continued)
Ooo0oooooooooooo The Group had the following capital commitments at the end (b DOODOOOODOODOO (b) Compensation of key management personnel of the
oad of the reporting period: Group:

poooo [EEieielslE Jugon
2020
2021 2020 alala
sioon [JEERE S0
i Omooog Directors (Note 9) 1,188
oopoooooog Contracted, but not provided for:
oooooood Property, plant and equipment 13,266 ooooooood Other key management personnel:
goooooooooo Salaries and other short-term
employee benefits 3,355
3. oo oood 37. MATERIAL RELATED PARTY TRANSACTIONS 4543
(@ DODOODODOOODODOO (@ In addition to the transactions detailed elsewhere in
oo0ooDooooooooo these financial statements, the Group had the following
booooooobooo material transactions with related parties during the (0 0DO0OD0ODO0ODODODODOO (c) As at 31 December 2021, the amount due to a shareholder
year: 000o0ooooooooo is approximately HK$39,958,000 (2020: HK$33,959,000).
39,958,0000 (MO0 OOOODO The amount is unsecured, non-interest bearing and
00 0o 339590000 0 M OO DODODO repayable on demand (note 26).
00000 o000 O000oooooOomaoo
ooooooo [ajsisisgsgels 26L0]

oo ooo (d) 0000000000000 (d) As disclosed in the announcement of the Company
Year ended Year ended 00000000 000Od published on 1 August 2021 (the “Announcement”),
31 December 31 December ooooDooDooooooa Baishan City Tianan Magnesium Resources Co., Ltd.
2021 2020 oooooooooboog and Xinjiang Tengxiang Magnesium Products Company
00 000 000 oo0Mmoooooooooao Limited, the indirect wholly-owned subsidiaries of
Notes HK$'000 HK$'000 00@O0000000000 the Company, entered into guarantee agreements
ooooooooooooao with a bank to guarantee the payment obligations
000000000 Management fee paid to 00000000 oooon of Shandong Hongri Chemical Joint Stock Company
o000 an intermediate holding company (i) 1,200 0000000000000 Limited ("Shandong Hongri”), an indirect non-wholly
0o000DDDODoOmOooOooo owned subsidiary of Century Sunshine Group Holdings
Ooo0o0DODooooooOooad Limited (the controlling shareholder of the Company),
o/o/o RS O00ooOoooooooon in respect of the loans amounting to RMB124.96 million
. . . . _ . 0 0O 124960,0000 O O O O advanced by that bank to Shandong Hongri under the

(i) 0ooooooooooooooo (i) The management fee paid to an intermediate holding company was .. .
, ooo0boooooooooao loan agreements. Shandong Hongri is accordingly a
303%0551 0000 00100,000 charged at a monthly rate of HK$100,000 (2020: HK$100,000). 000000000 14A0 0 T —— person e Company TR Chapter 14A
000o00oo0oooooooo of the Listing Rules, and the guarantees constituted
ooooooooobobooo connected transactions of the Company under the Listing
Oo0ooooooooood Rules and were subject to the reporting, announcement
A0 00D0DODOOO00O00OO0 requirements and independent shareholders’ approval
0o0o0bOOobooooooao requirement under Chapter 14A of the Listing Rules.
O00o0ooDoOOoOoobooo However, the Company had not complied with the
ooo0bOOoOobOooooodg reporting, announcement requirements and independent
Ooo0Dooooooooooa shareholders’ approval requirement in respect of the
oo0ooooooooood Guarantees at the relevant time. The Company has
OooDOo0ooooooood taken various remedial measures to enhance its internal
oooooooood control and prevent recurrence of such non-compliance
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7. 000U Woo

37. MATERIAL RELATED PARTY TRANSACTIONS (continued)

() DODOODODODOODODOO (e) Pursuant to Rule 14A.72 of the Rules Governing the

ooboooOooooobOod
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Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”):

— Save as disclosed in the item (a), (c) and (d) above,
the Directors consider that the other related party
transactions disclosed in the Note 37 do not fall
under the definition of “connected transaction” in
Chapter 14A of the Listing Rules.

— The Directors confirm that the transactions under
“management fee paid to an intermediate holding
company” set forth in item (a) above are fully
exempt from the reporting, announcement, circular
and shareholders’ approval requirements under
Rule 14A.73 and Rule 14A.76 of the Listing Rules.

— The Directors confirm that the transaction under
“amount due to Ming Xin Developments Limited”
set forth in item (c) was conducted on normal
commercial terms or better, and not secured by
the assets of the Group, and thus are fully exempt
from the reporting, announcement, circular and
shareholders’ approval requirements under Rule
14A.73 and Rule 14A.90 of the Listing Rules.

Save as disclosed above, the Directors consider that the
other related party transactions disclosed in the Note 37 and
elsewhere in these financial statements do not fall under the
definition of “connected transaction” in Chapter 14A of the
Listing Rules.
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FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as

follows:

O00oooooooon
31 December 2021

ocobooooooogo
ocobooooooogo
googo
ooooooo
ocooooogooon

Financial assets

Trade and bills receivables

Financial assets included in deposits

and other receivables
Pledged bank deposits
Cash and cash equivalents

aooo
ogoooo
oooo
Financial
assets at
amortised cost
aooo
HK$'000

149,504

5,092
10,490
25,078

190,164

oopoooo

ocooooooooooood
googo

od

ocoooooooo

Financial liabilities

Trade payables

Financial liabilities included in other
payables and accruals

Borrowings

Amount due to a shareholder

oono
ooooo
oooo
Financial
liabilities at
amortised cost
oono
HK$'000

13,364

134,351
876,043
39,958

1,063,716
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8. UUUOLODODOO00U0OMooo

38. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

go0ooooooooon
31 December 2020

oo

gooono

oooad

Financial

assets at

oooad Financial assets amortised cost

0o

HK$'000

O0ooooooooo Trade and bills receivables 172,292
Oo0ooooooooo Financial assets included in deposits

ooooo and other receivables 8,765

ooooooo Pledged bank deposits 10,185

ooooooooo Cash and cash equivalents 36,104

227,346

ood

ooood

oooo

Financial

liabilities at

good Financial liabilities amortised cost

ood

HK$'000

oooooo Trade payables 36,216
O0o00ooo0ooooooo Financial liabilities included in other

ooooo payables and accruals 72,603

oo Borrowings 872,319

ooooooooo Amount due to a shareholder 33,959

1,015,097
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of the Group’s
financial assets and liabilities, the balance were approximate
to their carrying amounts largely due to the short term
maturities of these instruments.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments mainly comprise
trade and bills receivables, deposits and other receivables,
cash and cash equivalents, pledged bank deposits, trade
payables, other payables and accruals, borrowings, and
amount due to a non-controlling shareholder and convertible
bonds.

The main risks arising from the Group’s financial instruments
are credit risk, liquidity risk and foreign currency risk. The
board of directors reviews and agrees policies for managing
each of these risks and they are summarised below.

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is not
significant. For transactions that are not denominated in the
functional currency of the relevant operating unit, the Group
does not offer credit terms without the specific approval of the
Head of Credit Control.
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0. D000 0oooood 40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
ooo (continued)
O00 oo Credit risk (continued)
O0o0bhOooOooooooooa Maximum exposure and year-end staging as at 31 December
ooo0ooooooon 2021
0oOodbOoboooooooooag The table below shows the credit quality and the maximum
00o0oODooDooooooooa exposure to credit risk based on the Group’s credit policy,
0o0o0oDooDoooooooaa which is mainly based on historical and forward looking
0oOodbOoboooooooooag elements of the Group, unless other information is
0o0o0oDooDoooooooaa available without undue cost or effort, and year-end staging
00000000 O0O0DoDoOooon classification as at 31 December 2021 and 2020.
OD0D000O0O0ooOoOoooooo
oooooad Trade receivables
ooooo ooond oood
Gross
Expected carrying Loss
loss rate amount allowance
ood ooo
HK$'000 HK$'000
0000000000000 31 December 2021
OMmooDoo Current (not past due) 155,221
ooDoo10 Less than 1 year past due 51,185
206,406
ooooo oood oood
Gross
Expected carrying Loss
loss rate amount allowance
ood ooo
HK$'000 HK$'000
oooooooooooo 31 December 2020
OMmoooo Current (not past due) 1.885% 168,359 3,173
000010 Less than 1 year past due 100% 317 317
168,676 3,490
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40. D000 0oooood 40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
ooo (continued)
Odoooooooooooad Financial assets included in deposit and other receivables
ooao
Ooo00o0 oooo 0000
Gross
Expected carrying Loss
loss rate amount allowance
oo0o 0oo00
HK$'000 HK$'000
0000000000000  Asat31 December 2021
od Current 2.59% 5,092 132
ooooo oooo oooo
Gross
Expected carrying Loss
loss rate amount allowance
oo0o 000
HK$'000 HK$'000
0000000000000  Asat31 December 2020
od Current 2.18% 8,765 191
oo0oOoO00oDoooboooDbo In respect of bills receivables and cash and cash equivalents,
Ooo0ooooooDooooooo the credit risk is considered to be low as the counterparties
00oDoooooooooooon are reputable banks. The existing counterparties do not have
doodoDoDoooooooooaag defaults in the past. Therefore, expected credit loss rate of
ooooOooooooooooo cash at bank is assessed to be close to zero and no provision
0oooOooooooooooo was made as of 31 December 2021 and 2020.
oooodooooooo
Oooon Interest Rate Risk
O0Do00OooDooooDooooo The Group is exposed to fair value interest rate risk in relation
Oo0o0o0o0DoDoOoooobomooon to pledged bank deposits and fixed-rate borrowings (see Notes
0000o0ogno220 25 22 and 25 respectively for details).
O0Do00OooDooooDooooo As management considers the Group’s exposure to the above
oooboboooooobooood fair value interest rate risk is not significant, no interest
0o0ooO0o0oDoooooooo rate swaps or other hedging activities are undertaken by
ooad management during the year.
00000000 oooooon The Group is also exposed to cash flow interest rate risk due
000000000 oOoooon to the fluctuation of the prevailing market interest rate on
000000000 oooooo bank deposits and variable-rate bank borrowings. The Group’s
00000000 oooooon cash flow interest rate risk is mainly concentrated on the
O000oOooooooo fluctuation of interest rates on bank balances and borrowings.
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40 0000 o0oooOooad 40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 40, DD O0O0oOoO0oooooao 40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
ooo (continued) ooo (continued)
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O0ooo Sensitivity Analysis O0000Oooo Liquidity risk (continued)
0do0dbooooooooooag If interest rates on variable-rate borrowings as at 31
DO00O00O0000O00O0O0O00 December 2021 had been 10 basis points (0.1% per annum) oooooooooooo
0000010000000 0.1%0 (2020: 10 basis points) higher/lower than the actual effective 31 December 2021
oooo0o0oDi1o000monoao interest rate, the Group’s post-tax loss for the year would oooo oooo ooooo
oooooobOoOoooooobo increase/decrease by approximately HK$85,000 (2020: goon oooo oooo gooo
850000 (IO OOOOOOOODO post tax loss for the year would increase/decrease by Weighted On
O00O0ooOoooos4000000 approximately HK$84,000). average demand or Total
000000 0Ooo0oooooao The Group is also exposed to cash flow interest rate risk in inte::iicrha\:: les?;:aar: 13::; un(:':::lfjl::: c:::::ﬂ
OOoO000O0O0O0O0O0OO0OOoOooO relation to bank balances carried at prevailing market rate. 000 000 000 000
Oo000O00000O0O0OO0O0O00 However, such exposure is minimal to the Group as the bank HKS/000 HK$000 HK$ 000 HK$ 000
000000000000 000 balances are all short-term in nature.
ogon gooooo Trade payables 13,364 13,364 13,364
oS P of ooooooooooooo Financial liabilities included
ooooon Liquidity risk ooooo in other payables and accruals 134,351 134,351 134,351
0o0000000o0oooooon The Group monitors its risk to a shortage of funds using od Borrowings 947,157 947,157 876,043
000000 O00o0ooooooaon a recurring liquidity planning tool. This tool considers the ooooooooo Amount due to a shareholder 39,958 39,958 39,958
000000000 MmoOooOoooan maturity of both its financial instruments and financial
O0Moo0o00ooooooooon assets (e.g., trade receivables) and projected cash flows from 1,136,830 11364,830 1083716
gooooood operations.
O00o0O0OO0O0O0O0OO0O00O0 The Group’s objective is to maintain a balance between aooooooooooo
00000000 0000O000 continuity of funding and flexibility through the use of 31 December 2020
OO00o0O00O0O0O0O00O0OoOn bank borrowings and banking facilities. The Group’s bank 0ooo 0000 ooooo
0000000000000 00 borrowings would mature in less than one year as at 31 oooo 000 oooo oooo 0o
Oo00o00O0o000o00o0oo December 2021 based on the carrying value of borrowings Weighted On
00 reflected in the financial statements. average  demand or Total
effective less than Over  undiscounted Carrying
00000000 o0oooooao The following tables described the maturity profile of the interest rate 1year 1year cash flows amount
000000 o0Ooooooooaon Group’s financial liabilities as at the end of the reporting ooo ooo 0oo ooao
000000000 oooooo period, based on the contractual undiscounted payments. % HK$'000 HK$'000 HK$'000 HK$'000
00000000 o0oooooao Specifically, borrowing with repayment on demand clause
oooo and amounts being demanded by the creditors for immediate 0ooood Trade payables - 36,216 - 36,216 36,216
repayment are inc'uded in the earliest t|me band. 0000000000000 Financial I|ab|l|t|es included
goooo in other payables and accruals - 72,603 - 72,603 72,603
oo Borrowings 8.02 862,794 79,855 942,649 872319
oooooooono Amount due to a shareholder - 33,959 - 33959 33,959
1,005,572 79,855 1,085,427 1,015,097

oooooOooooooon
20210000 < 165



goobobooo

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
00000000000000000 Forthe year ended 31 December 2021

40. JO0ooogooooad 40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

ooo (continued)
oodd Foreign currency risk
000000 o0ooOonooOonoao The Group does not have significant exposures to foreign
oooooobOoOoooooobo currency risk as most of its business transactions, assets
obooboboboboog and liabilities are principally denominated in the functional
00O0O0DOOooDoooooboonoao currencies of the respective subsidiaries. The Group
000O0DOOo0oDOoooooboonoao currently does not have a foreign currency hedging policy
oooDoboboOooooooaa in respect of foreign currency transactions, assets and
oobobobooooboobo liabilities. The Group will monitor its significant foreign
goo currency exposure and will consider hedging significant

foreign currency exposure should the need arise.

0000 Capital management
0doodoDooooooooooad The primary objectives of the Group'’s capital management are
0doooDooooooooooa to safeguard the Group’s ability to continue as a going concern
0doodoDooooooooooa and to maintain healthy capital ratios in order to support its
ooogdo business and maximise shareholders’ value.
000000 oOooOoooboonoao The Group manages its capital structure and makes
O0o0bhOooooooooooa adjustments to it in light of changes in economic conditions
ooDoODobOobOooooonoa and the risk characteristics of the underlying assets. To
00o0Do0DOOooDoooooonoao maintain or adjust the capital structure, the Group may return
ooooOooOoooooooao capital to shareholders or issue new shares. No changes were
O0o0bhOooooooooooa made in the objectives, policies or processes for managing
0000000 O0oOoooOoooao capital during the year ended 31 December 2021 and 31
oopoooooo December 2020.
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the

ooono Company at the end of the reporting period is as follows:
ooooo oooon
0000000 [eyegsEepsRsln
31 December 31 December
2021 2020
ooag Ooood
HK$'000 HK$'000
goooo NON-CURRENT ASSET
goooooo Investments in subsidiaries 1,752,000 1,752,000
oooao CURRENT ASSETS
oooooooad Amounts due from subsidiaries 236,597 692,926
oooo Prepayments 2,387 978
oooooagono Cash and bank balances 72 73
oooooo Total current assets 239,056 693,977
oooo CURRENT LIABILITIES
ooooooooooon Other payables and accruals 87,576 31,817
oooo Bank borrowings 22,785 22,785
oooo Other borrowings 696,604 695,686
oooooooo Amount due to a shareholder 45,568 33,959
ogooooo Total current liabilities 852,533 784,247
gooooo NET CURRENT LIABILITIES (613,477) (90,270)
ooooooooa TOTAL ASSETS LESS
CURRENT LIABILITIES 1,138,523 1,661,730

oooooOooooooon
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4. 00000l ooo 41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

(continued)

0o0o0on oo0o0oo
0000000 [epeyegeysyslEl
31 December 31 December
2021 2020

Oo0oad oono

HK$'000 HK$'000

ooon Net assets 1,138,523 1,661,730
oo EQUITY
ooooo Issued capital 658,439 658,439
omoog Reserves (note) 480,084 1,003,291
oDooo Total equity 1,138,523 1,661,730
O0o0bhOooooooooooa The financial statement was approved and authorised for issue
ooo0oobOoooooDboDo by the board of directors on 31 March 2022 and was signed on
opoooooooo its behalf by:
ooodo goooo
Mr. Shum Sai Chit Ms. Chi Sile
oo oo
Director Director
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY

(continued)

Note:

A summary of the Company’s reserves is as follows:

oo goooo

gooog oooo oooo oooo gpooog oooo
Share Capital Convertible Share
premium Contributed redemption bond equity option  Accumulated
account surplus reserve reserve reserve losses Total
gooo gooo gooo gooo gooo gooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0000000000  AsatlJanuary 2020 1,560,077 21,976 419 86,548 27,779 (622,307) 1,074,492
gooooo Loss and total comprehensive
gooooo expense for the year - - - - - (77,176) (77,176)
opoooo Exercise of share options 2,557 — — — (557) — 2,000
oooooo Share option lapsed = = = = (2477) 2471 =
gopooooo Equity settled share-based
0ooag transactions — — — — 3,975 — 3,975
gooooo Transfer to equity of
gooo convertible bonds — — — (86,548) — 86,548 —
gooogo As at 31 December 2020 and
gpoooooo 1 January 2021

ooooooooo

1,562,634

1,562,634

(610,458) 1,003,291

(525,439) (525,439)
628 =

30,324 (1,135,269) 480,084

ooooo Loss and total comprehensive

gopooo expense for the year
gooooo Share option lapsed
ooopDoooo Equity settled share-based

goo transactions
goocooo As at 31 December 2021

goooooo
goooooooooooooo
goooooooooooooo
godoooooooooooao
goooooooooooooo
gooooooooooooan
goooooooooooooan
gooooooboooooooao
goooooooooooo

The Company’s contributed surplus represents the excess
of the fair value of the shares of the subsidiaries acquired
pursuant to the Group reorganisation prior to the listing of
the Company’s shares in 1993, over the nominal value of
the Company’s shares issued in exchange therefor. Under
the Bermuda Companies Act 1981, a company may make
distributions to its members out of the contributed surplus in
certain circumstances.
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42. LITIGATIONS AND CONTINGENT LIABILITIES

Reference is made to the disclosure in Note 3 of these
financial statements, in terms of the CS’s payment
default and the cross defaults constitute an event of
default in respect of certain borrowings of the Group and
certain debts are immediately payable on demand in
accordance with their terms. Further announcement(s)
will be made by the Company to update the shareholders
and investors of the Company in relation to any
developments on the financial reorganization and related
material legal proceedings.

On 25 February 2021, the Company received a petition
(the “Petition”) filed by Al Global Investment SPC acting
on behalf of and for the account of Al Investment Fund
S.P. (the “Petitioner”) on 22 February 2021 against the
Company in the High Court for an order that the Company
be wound up by the High Court. The Petition was filed
against the Company for its failure to repay the Petitioner
an outstanding principal of the notes together with the
unpaid interest and default interest in an aggregate
amount of US$20,707,777.78, which was pursuant to
a subscription agreement of 7% unsubordinated and
unsecured notes due 2020 in a principal amount of
US$20,000,000 entered into between the Petitioner as
the subscriber and the Company as the issuer dated 7
August 2017. On 23 February 2022, the High Court has
further ordered that the hearing of the Petition has been
adjourned to 27 May 2022 before the Companies Judge.

On 2 June 2021, a PRC subsidiary were served by a writ
of summons (the “Writ”) in a court in PRC by a PRC bank
against the PRC subsidiary for its noncompliance to
the terms and conditions of a loan granted. According
to the Statement of Claim, the bank is pursuing claims
against the PRC subsidiary for an immediate repayment
of all outstanding principal and interest, in the sum of
approximately RMB64,266,667, as well as the default
interest thereon, further or other relief and related costs.
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42. LITIGATIONS AND CONTINGENT LIABILITIES (continued)

On 2 June 2021, Baishan City Tianan Magnesium
Resources Company Limited (“Baishan Tianan”), a PRC
subsidiary, was served by a writ of summons (the “Writ”)
in a court in PRC by a PRC bank against Baishan Tianan
for its non-compliance to the terms and conditions of a
loan granted. According to the statement of claim, the
bank is pursuing claims against the PRC subsidiary for
an immediate repayment of all outstanding principal and
interest, in the sum of approximately RMB64,266,667, as
well as the default interest thereon, further or other relief
and related costs.

On 16 March 2022, the Company received a written
ruling from Baishan Intermediate People’s Court of Jilin
Province (the “Baishan Court”) issued to Baishan Tianan,
which stated that according to the ruling, the bank
applied for the frozen of 1 plot of land, 14 properties and
the mining rights owned by Baishan Tianan, with a frozen
period of three years, and the frozen of bank accounts
held by Baishan Tianan with a frozen period of one year,
pursuant to which Baishan Tianan cannot transfer or
disposal of the frozen assets during the frozen period.

In view of the above and the freezing assets owned by
Baishan Tianan will not affect the Group’s continued
operation, in the absence of unforeseen circumstances,
the Company is not expected the freezing would have
a material adverse effect on the Group’s business
operations.

Baishan Tianan will continue the negotiation with the
bank to have the freezing order released as soon as
possible.

Reference is made to the announcement of the Company
dated 1 August 2021, the Company received a written
ruling (the “Ruling”) from Linyi Intermediate People’s
Court (“Linyi Court”) regarding a PRC bank’s application
to enforce guarantees of loans amounting to RMB124.96
million granted to Shandong Hongri by the bank that
have been provided by certain subsidiaries of the Group
and Ms. Chi Bi Fen, the former legal representative of
Shandong Hongri.
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42. LITIGATIONS AND CONTINGENT LIABILITIES (continued)

The Ruling stated that bank deposits of the certain
subsidiaries of the Group and Ms. Chi Bi Fen in total
sum of approximately RMB125 million or assets of
equivalent value may be frozen for periods of up to
one year (if cash), two years (if moveable assets) and
three years (if immovable property or other types of
assets). The Bank applied for 13 plots of land owned by
Shandong Hongri to be frozen pursuant to the Ruling.
On 26 July 2021, Shandong Hongri received a copy of a
notice for assistance for enforcement (DO OO OO O)
dated 21 July 2021 from Linyi Court to Linyi Immovable
Assets Registration Centre (the “Registry”) requiring the
assistance of the Registry in order to enforce the ruling
by “freezing” three plots of land owned by Shandong
Hongri (the “Frozen Assets”) for the period between 21
July 2021 and 20 July 2024.

On 25 November 2021, the PRC bank had submitted an
application to Linyi Court to withdraw the enforcement.
Pursuant to the written ruling from Linyi Court dated 1
December 2021, such application was approved and the
enforcement was withdrawn.

Save as disclosed above, the Directors consider that up to
report date there were no significant litigations would have
material adverse impact on the business, operation and
financial position of the Group.

EVENTS AFTER THE REPORTING PERIOD

As disclosed in the Company’s announcement dated 18
January 2022, on 18 January 2022, the Board proposed to
implement the capital reorganisation which comprises the
following:

a)

every twenty issued and unissued Shares of par value
HK$0.1 each in the share capital of the Company be
consolidated into one consolidated share of par value
HK$2.00 each in the share capital of the Company;
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43. EVENTS AFTER THE REPORTING PERIOD (continued)

b) the capital reduction by which: (i) any fractional
consolidated share in the issued share capital of the
Company arising from the share consolidation shall
be cancelled; and (ii) the issued share capital of the
Company be reduced by cancelling the paid-up capital
to the extent of HK$1.99 on each of the then issued
consolidated Shares such that the par value of each
issued consolidated share will be reduced from HK$2.00
to HK$0.01; and

c¢) immediately following the capital reduction, each of the
authorised but unissued consolidated share with par
value of HK$2.00 each be sub-divided into two hundred
new shares of par value HK$0.01 each.

Immediately upon the capital reorganisation becoming
effective and assuming there is no change in the
issued share capital of the Company prior to the capital
reorganisation becoming effective, the authorised share
capital of the Company shall be HK$1,300,000,000 divided
into 130,000,000,000 new Shares of par value HK$0.01
each, of which 329,219,502 new Shares have been issued
as fully paid or credited as fully paid. A credit amounting
to approximately HK$655,146,809 will arise as a result
of the capital reduction and it is proposed that the credit
arising from the capital reduction will be credited to the
contributed surplus account of the Company. Further
details were set out in the Company’s announcements
dated 18 January 2022.

As also disclosed in the Company’s announcement dated 18
January 2022, on 18 January 2022, the Company proposed to
implement, subject to the approval by the Hong Kong Court,
the proposed scheme of arrangement for the Company to be
made between the Company and the creditors who had made
a claim (the Creditors’ Scheme).

The Creditors’ Scheme comprises (i) the term extension option;
(ii) the convertible bonds swap option; and (iii) a combination
of the aforementioned two options. Each scheme creditor with
admitted claims is entitled, to the extent of the total value of
his/her/its admitted Claim(s), to elect between options (i), (ii)
and (iii) above.

The Creditors’ Scheme was approved by the requisite statutory
majorities of the scheme creditors on 1 March 2022 and the
sanction hearing was scheduled on 27 May 2022. Further
details were set out in the Company’s announcements dated
18 January 2022 and 1 March 2022.
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4 NOTES TO FINANCIAL STATEMENTS (CONTINUED) k-
00000000000000000 For the year ended 31 December 2021 FINANCIAL SUMMARY
4. 00000 o0ooooo 44. AUTHORISATION FOR ISSUE OF CONSOLIDATED FINANCIAL o0o0oO0o00ooO0oO0ooOo0ooooo This summary does not form part of the audited financial
STATEMENTS ggood statements.
ooooooDoOoOoooooao The consolidated financial statements were approved and 00 RESULTS
00DO0DbOobOOooOooooooa authorised for issue by the board of directors on 31 March
oono 2022. 0o 0o 0o 0o 00

goooo goooo goooo ooooo gooog
0000000 0D00OCOOO [COCOOOO0O0 0000000 |uupegepepepege

0oo 0oo ooo oaoo 0oo
For the year For the year For the year For the year For the year
ended ended ended 31 ended ended
31 December 31 December December 31 December 31 December
2017 2018 2019 2020 2021
0oo 000 000 0oo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooooao
(Restated)
oo 0o () 0o
00oa (i) 0o (i) 000 (i)
Note (i) and Note (i) and Note (i) and
Note (ii) Note (ii) Note (ii)
agooooo Continuing operations
0o Revenue 1,158,260 1537781 1515291 744,836 416,060
oooomooao Prafit/(loss) before tax 233,073 267,526 263,128 (68,648) (326,725)
ooo Income tax (55,291) (49,835) (53,396) (5,363) (5,158)
goooo Prafit/(loss) for the year
000p0oooomoog  from continuing operations 177,782 217,691 209,732 (74011) (331,883)
oooooooooooog  Profit/(loss) from
oooo discontinued operations 6,285 68,169 - - -
0oooomoon Profit/(loss) for the year 184,067 285,860 209,732 (74,011) (331,883)
00000000mo0m  Profit/(Loss) attributable to:
gooooooo Equity holders of the Company 168,320 285,772 209,732 (74011) (331,883)
oooooo Non-controlling interests 15,747 88 - - -
0oooomooo Prafit/(loss) for the year 184,067 285,860 209,732 (74011) (331,883)
Rare Earth Magnesium Technology Group Holdings Limited ooboooooooooo
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4 FINANCIAL SUMMARY (CONTINUED)

ooogno ASSETS AND LIABILITIES

gooooo gooooo gooooo gooooo gooooo
ooooooo 0000000 0000000 0000000 |uupepepepepegs

As at As at As at As at As at
31 December 31 December 31 December 31 December 31 December
2017 2018 2019 2020 2021
aoo ooo ooo ooo 000
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0o oo oo
Note (i) Note (i) Note (i)
goono Total assets 2558801 2,372,218 2,554,324 2,556,832 2,360,619
goono Total liabilities (1,435,557) (1,101,001) (1,166,437 (1,104910) (1171,677)
1123244 1211217 1,387,887 1451922 1,188,942
goooooonooooo Equity attributable to equity holders of
the Company 1,131,080 1211217 1,387,887 1451922 1,188,942
goooooo Non-controlling interests (7.836) - - - -
1123244 1211217 1,387,887 1451922 1,188,942
ooo Note:
(i) gooooooooooooooooooooo (i) The comparative figures of the results and asset and liabilities have been prepared based

ooooooooo on the previous annual report published in the corresponding years.
(i) 0000OoO00ODOO0O0ODOODOODOOODOOO (ii)

The Group has re-presented as if the operation discontinued during the year ended 31
goooboOoCocO0OOO0OODODOoCOODOoD

December 2018 had been discontinued at the beginning of the comparative period.

176 N Rare Earth Magnesium Technology Group Holdings Limited
Annual Report 2021



n S S
REMT

W
a RENBEREEZERARQT

Rare Earth Magnesium Technology Group Holdings Limited

v

MIX
Paper from b /

responsible sources
EW§UC@ FSC™ C127090




	封面
	目錄
	企業亮點
	公司資料
	主席報告
	管理層討論及分析
	企業管治報告
	董事及高級管理人員簡介
	董事會報告
	獨立核數師報告
	綜合損益及其他全面收入表
	綜合財務狀況表
	綜合權益變動表
	綜合現金流量表
	財務報表附註
	財務概要
	封底

