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The directors have pleasure in presenting their annual report and
the audited financial statements of China Rare Earth Holdings
Limited (the “Company”) and its subsidiaries (the “Group”) for
the year ended 31 December 2002.

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

rare earth products and refractory products.

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

to the financial statements.

SEGMENTAL INFORMATION

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

4 to the financial statements.

RESULTS AND APPROPRIATIONS —
The results of the Group for the year ended 31 December 2002
are set out in the consolidated income statement on page 25 of

the annual report.

An interim dividend of HK1 cent per share was declared and paid
to the shareholders during the year. The directors recommend the
payment of a final dividend of HK1 cent per share for the year
ended 31 December 2002 to the shareholders on the Register of
Members on 8 August 2003.

Details of other appropriation are set out in Note 22 to the financial

statements.

RESERVES

Details of the movements in the reserves of the Group and the

Company during the year and details of the distributable reserve

of the Company are set out in Note 22 to the financial statements.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five financial
years ended 31 December 2002 is set out on page 62 of the

annual report.
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PROPERTY, PLANT AND EQUIPMENT AND
Details of the movements in the property, plant and equipment
and construction in progress of the Group and the Company during

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

Details of the authorized and issued share capital of the Company
as at 31 December 2002 are set out in Note 21 to the financial

statements.

Details of the bank borrowings and banking facilities of the Group

are set out in Note 23 to the financial statements.

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

Note 11 to the financial statements.

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

of this report are:

Executive directors

Mr. Jiang Quanlong (Chairman)

Ms. Qian Yuanying (Deputy Chairman)

Mr. Fan Yajun

Ms. To Siu Mui, Annie

Mr. Ying Yuming (appointed on 2 January 2003 and
resigned on 29 April 2003)

Independent non-executive directors
Mr. Liu Yujiu
Mr. Huang Chunhua
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In accordance with Article 108 of the Company's Articles of
Association, Mr. Liu Yujiu will retire by rotation from the Board at
the forthcoming annual general meeting and being eligible, offer

himself for re-election.

As at 31 December 2002, none of the directors has a service
contract with the Company which is not determinable by the
Company within one year without payment of compensation other

than statutory compensation.

Each of the non-executive directors has been appointed for a

term of two years.

DIRECTORS' INTERESTS IN SHARES
As at 31 December 2002, the interests of the directors and chief
executives in the share capital of the Company as recorded in the
register maintained by the Company pursuant to Section 29 of
the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”)

are as follows:

(i) KATE (i) The Company
£F EEME RO EE
Directors Nature of interests Number of shares held
BT R NEER (B atT)

Qian Yuanying

BRE
Huang Chunhua

Corporate interests (Note 1) 420,050,000
(BN $
Personal interests 2,868,000
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(i)  Subsidiaries

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

FiFERERELRNG
5= NS Number of non-voting
Directors Nature of interests deferred shares held
EREE (EPN:

Jiang Quanlong

TR

Qian Yuanying

Personal interests

(EPN:: 3

Personal interests

7,000,000

3,000,000

(b) EEFHEFNKBLERRAQF

(b) Yixing Xinwei Leeshing Rare Earth Company Limited

= EmtE IR A e
Directors Nature of interests Equity interest
R B NEtER (i 22)

Jiang Quanlong

Corporate interests (Note 2) 5%

et

@) ZER D B BYY Holdings Limited 7
B E2HERTRABBERELANT
AARE MEXRARBILERETFR
2EWMBEMRA -

Q) REEERFALEARATRE %
BP0 ¥ £ 6 S R A OO0 MRS © BT
0100 26 E L T S © 6 TR AR
B EMEERE -

ESRENHER
FR - AEEBEASNREMEHAEENEE
EAERARNEOREBEALHEERLEODES
BILASMG TS o BREBELHEMEBIEMNLOHE
#49/19,122,000/8 7T °

Notes:

(1) These shares are held through YY Holdings Limited, the entire
issued share capital of which is held by the trustee of the

Jiang family trust, the discretionary object of which is a company
wholly owned by Ms. Qian Yuanying and her children.

(2)  The equity interest is held by Xinwei Group Limited, a domestic

enterprise 90% owned by Mr. Jiang Quanlong with remaining
10% owned by his son. Mr. Jiang is also the legal representative

of the enterprise.

During the year, the Group arranged export sales of its product

outside the PRC using the export quota of Xinwei Group Limited

at no consideration. Export sales handled through this arrangement

amounted to approximately HK$19,122,000.
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During the year, the Group leased two office premises from Mr.
Jiang for use as its sales and marketing headquarters. During the
year, the total operating lease rentals paid in respect of these

leases amounted to approximately HK$204,000.

During the year, the Group paid approximately HK$806,000 as a
compensation to Wuxi Pan-Asia High Temperature Ceramics
Company Limited, a related company in which Mrs. Jiang has
beneficial interests, for the use of a plant as its production plant
for fluorescent materials for the year ended 31 December 2002.
In addition, the Group sold materials to that company amounting

to approximately HK$239,000 during the year.

During the year, the Group purchased materials from Xinwei
(Australia) Pty. Ltd., a related company in which Mr. Jiang and
Mrs. Jiang have beneficial interests, amounting to approximately
HK$750,000.

Save as disclosed above and in Note 26 to the financial statements,
no director had a beneficial interest, either direct or indirect, in
any contract of significance to the business of the Company or
any of its subsidiaries was a party at the balance sheet date or at

any time during the year.

DIRECTORS" RIGHTS TO ACQUIRE SHARES OR

There was a Share Option Scheme which was approved by the
shareholders of the Company, under which the directors may, at
their discretion, invite any full time employee or executive director
of the Company or its subsidiaries to take up options at HK$1
each as consideration for option to subscribe for shares in the

Company.

As at 31 December 2002, no such option had been granted to

the directors.
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At no time during the year was the Company or any of its
subsidiaries a party to any arrangement, which enable any of the
directors or chief executives of the Company or their spouses or
children under the age of 18 to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any

other body corporate.

SUBSTANTIAL SHAREHOLDERS -~~~
As at 31 December 2002, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance shows that,
other than the interests disclosed in “Directors’ interests in shares”
above in respect of Ms. Qian Yuanying's interest in the Company
through YY Holdings Limited, the Company has not been notified
of any other interests representing 10% or more of the Company's

issued share capital.

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

were entered into or existed during the year.

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

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

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

MAJOR CUSTOMERS AND SUPPLIERS
During the year, the aggregate sales attributable to the Group's
five largest customers represented approximately 44% of the
Group's total sales and the sales attributable to the Group's largest
customer was approximately 15%. The aggregate purchases
attributable to the Group’s five largest suppliers during the year
represented approximately 38% of the Group's total purchases
and the purchases attributable to the Group's largest supplier was

approximately 149%.

None of the directors, their associates or any shareholders which
to the knowledge of the directors, own more than 5% of the
Company's issued share capital has any interest in the share capital

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

(Annual Report 2002 4F iﬁj
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PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company's
Memorandum and Articles of Association and the Cayman Islands
Companies Law in relation to the issue of new shares by the

Company.

CODE OF BEST PRACTICE
The Company has complied with the Code of Best Practice as set
out in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited throughout the year

ended 31 December 2002.

The Company has established an audit committee with written
terms of reference in compliance with the Code of Best Practice
throughout the year. The audit committee comprises the two
independent non-executive directors of the Company, Messrs. Liu

Yujiu and Huang Chunhua.

AUDITORS

During the year, Messrs. Arthur Andersen & Co., who acted as

auditors of the Company for the past three years, resigned and
Messrs. Ernst & Young were appointed as auditors of the Company.
Messrs. Ernst & Young resigned on 12 March 2003 and Messrs.
KPMG were appointed on 13 March 2003 as auditors of the
Company. Messrs. KPMG resigned on 17 April 2003 and Messrs.
Ho and Ho & Company were appointed on 5 May 2003 as auditors
of the Company. A resolution to reappoint Messrs. Ho and Ho &
Company as auditors of the Company will be proposed at the

forthcoming annual general meeting.

On behalf of the Board

Jiang Quanlong

Chairman
Hong Kong, 26 June 2003



