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ANNOUNCEMENT
The board of directors (“Directors”) of China Rare Earth Holdings Limited (“Company”) refers to the
various press articles appeared in the newspapers today making references to certain articles (the “Articles”)
in relation to the Company published in the 20 May issue of the CAIJING Magazine, a magazine published
in the PRC. In the Articles, reference was made to the fact that there was an allegation letter alleging,
among others, that the sales of the Company and its subsidiaries (“Group”) have been inflated.

The Directors confirm that the Stock Exchange had made certain enquiries with the Company in relation
to an allegation letter (“Allegation Letter”) received by the Stock Exchange in or about November 2002
alleging, among others, that the Group has inflated its sales in the prospectus of the Company and its
annual reports. The Directors (including independent non-executive Directors) consider that the allegations
contained in the Allegation Letter and the Articles were unfounded, groundless and libelous. In particular ,
the Directors wish to state that the Group’s financial results as disclosed in the prospectus and the annual
reports were audited by Arthur Anderson & Co, who carried out comprehensive and proper audit procedures
in accordance with generally accepted auditing standards of Hong Kong. Unqualified opinions on all such
audited financial statements were given by the Company’s auditors. The Directors (including the independent
non-executive Directors) are of the firm view that the Allegation Letter is a vicious attempt to tarnish the
image of the Company and to undermine the market position of the Group. The Directors have launched a
full investigation into the matter and would not hesitate to take any appropriate action against the author
of the poison-pen letter.

Save as disclosed in this announcement, the board (“Board”) of Directors is not aware of any reasons for
the decrease in share price and the increase in the trading volume of the shares (“Shares”) of the Company
today.

The Board also confirms that there are no negotiations or agreements relating to intended acquisitions or
realisations which are discloseable under paragraph 3 of the Listing Agreement, nor is the Board aware of
any matter discloseable under the general obligation imposed by paragraph 2 of the Listing Agreement,
which is or may be of a price-sensitive nature.

As announced in the Company’s announcement dated 5 May 2003, the Directors expect that the audited
final results of the Group for the year ended 31 December 2002 will be made at or around the end of June
2003. Ho and Ho & Company is in the process of performing the audit work and the Company has not
been informed by Ho and Ho & Company that there were any circumstances relating to the audit which
they considered necessary to be brought to the attention of the Company.

The Board refers to the various press articles appeared in the newspapers today making references to the
Articles. In the Articles, reference was made to the fact that there was an allegation letter alleging, among
others, that the sales of the Group have been inflated.

The Directors confirm that the Stock Exchange had made certain enquiries with the Company in relation to
the Allegation Letter received by the Stock Exchange in or about November 2002 alleging, among others, that
the Group has inflated its sales in the prospectus of the Company and its annual reports. The Directors
(including the independent non-executive Directors) consider that the allegations contained in the Allegation
Letter and the Articles were unfounded, groundless and libelous. In particular, the Directors wish to state that
the Group’s financial results as disclosed in the prospectus and the annual reports were audited by Arthur
Anderson & Co, who carried out comprehensive and proper audit procedures in accordance with generally
accepted auditing standards of Hong Kong. Unqualified opinions on all such audited financial statements
were given by the Company’s auditors. The Directors (including the independent non-executive Directors) are
of the firm view that the Allegation Letter is a vicious attempt to tarnish the image of the Company and to
undermine the market position of the Group. The Directors have launched a full investigation into the matter
and would not hesitate to take any appropriate action against the author of the poison-pen letter.

References were made in the Articles about certain figures published by 《稀土企業與市場》(Rare Earth
Enterprises and Market*). The Company has obtained a confirmation from 中國稀土行業協會  (Rare Earth
Association of the PRC*) (the “Association”) the publisher of 《稀土企業與市場》(Rare Earth Enterprises
and Market*) that the data contained in the Allegation Letter which was also referred to in the Articles has
not been independently verified by the Association and the Association has not conducted any independent
work on the data collected.

The Directors (including the independent non-executive Directors) consider that all references and connotations
regarding the alleged inflated sales of the Group as contained in the Articles are inaccurate. The Company is
considering the appropriate course of action against the publisher and the writer of the Articles and the
Directors are disappointed that the publisher of the Articles should allow itself to be used as a tool for
libelous and groundless allegations.

The Board noted that there was a decrease in share price and an increase in the trading volume of the Shares
today. Save as disclosed in this announcement, the Board is not aware of any reasons for the decrease in share
price or the increase in the trading volume of the Shares. The Board also confirms that there are no negotiations
or agreements relating to intended acquisitions or realisations which are discloseable under paragraph 3 of the
Listing Agreement, nor is the Board aware of any matter discloseable under the general obligation imposed by
paragraph 2 of the Listing Agreement, which is or may be of a price-sensitive nature.

As announced in the Company’s announcement dated 5 May 2003, the Directors expect that the audited final
results of the Group for the year ended 31 December 2002 will be made at or around the end of June 2003. Ho
and Ho & Company is in the process of performing the audit work and the Company has not been informed
by Ho and Ho & Company that there were any circumstances relating to the audit which they considered
necessary to be brought to the attention of the Company. The Directors confirm that if there are circumstances
arising from the audit of the Group or financial statements which constitute price sensitive information, an
announcement will be made in accordance with the applicable provisions of the Rules Governing the Listing
of Securities of the Stock Exchange.

Made by the order of the Board, the directors of which (save and except Ms To Siu Mui, Annie who cannot be
contacted) individually and jointly accept responsibility for the accuracy of this statement.

By Order of the Board
JIANG Quanlong

Chairman
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