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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ABOUT THIS REPORT

This report is the first environmental, social and governance report ("ESG
Report”) of China Metal Resources Utilization Limited (the "Company”) and
its subsidiaries ("CMRU", or the "Group” or "We"), which provides defailed
information on the various works of the Company in full implementation of
the concept of sustainable development and fulfilment of corporate social
responsibility as well as the performance in corporate governance
throughout 2017.

Reporting Scope

The ESG Report focuses on the environmental and social performance of
the core business segments of CMRU in PRC from 1 January 2017 to 31
December 2017 (the "Year"). For defails on corporate governance, please
refer to the Corporate Governance Report of the annual report of the
Group.

Reporting Standard
The ESG Report has been prepared in accordance with Appendix 27
Environmental, Social and Governance Reporting Guide to the Rules
Governing the Llisting of Securities on The Stock Exchange of Hong Kong
Limited ("ESG Guide").

Stakeholder Engagement

The Group has engaged its employees from different divisions in the
preparation of the ESG Report fo help better understand where it is in ferms
of ifs environmental and social performance. The information collected for
the ESG Report not only summarizes the environmental and social inifiatives
of the Group in 2017, but also forms the basis of the Group's shortterm
and long-term strategy of sustainable development.

Information and Feedback

For detailed information about the work of the Group in environmental
profection, social responsibility and corporate governance, please refer fo
our official website (www.cmru.com.cn] and the annual report.

Materiality Assessment

As Materiality is one of the reporting principles listed in the ESG Guide, a
structured, three — stage materiality assessment was undertaken to identify
important ESG issues to be included in the report.
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BE HERELIRS

Identification

To determine the current level of disclosure in the industry, we review the
ESG disclosure performance of local and inferational peer companies fo
identify material ESG Aspects and key performance indicators (“KPIs") for
disclosure.

Prioritisation
Based on the results obtained at the Identification stage, we consolidated a
list of possible material Aspects and KPls.

Validation
The senior management of the Group finalise a list of material ESG issues
and the relevant ESG Aspects and KPIs for disclosure in this report.

Stakeholder communication

The Company places great emphasis on communication with the
stakeholders and promotes the corporate social responsibility philosophy
through various channels, and makes great efforts to understand the
aspirations of the stakeholders and fo deliver proactive response, so as to
satisfy the reasonable expectation of the stakeholders.
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Government and regulatory Operation in compliance

Regular submission of information
EHIE AR

Regular communication with regulatory
authorities

HEEWBETHERE

Announcement by the Group

authorities BREE
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Fulfilment of tax obligations
Promotion of local economic development
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Creation of job opportunities
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Shareholders Investment refurns
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Operation in compliance
BRER

Production safety
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Customers and business pariners

BEPREERH

Environment
B

Employees
BT

Community
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Media
S

Infegrity and fulfillment of agreements

BISTEA

High quality products

=mE Em

High quality services
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Fulfilment of emission standards

EIFHER

Energy conservation and emission reduction
B AL R HE

Efficient use of water resources

AKX

Occupational health

Remuneration and benefits
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Career development

BRERE

Employee caring
AX =

Improvement of community environment
HEMERIRR

Support for community welfare
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Openness and transparency of information
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Communication with local environmental
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2017 Technology achievements 2017 BHEBLF
1. Building of recycled copper deep processing research and 1+ BARFNIHEFERER — AR
development platform — CMRU provincial technology center FL
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CMRU provincial technology center is operated by Mianyang Tongxin
Copper Co., ltd., integrating the technical resources of CMRU. It has a
total gross floor area of 3,000 square meters with 76 fullime R & D
personnel, of which 4 obtained doctor degree, 3 obtained master degree,
38 obtained bachelor degree, 11 possess senior professional
qualifications, 27 possess intermediate professional qualifications and 38
possess junior professional qualifications. The center has 16 external
experts, one of which enjoys government subsidies from the State Council
and three of which are provincial technology leaders. The technology
center is committed fo the development of production and processing
technology of scrap copper and the process design of scrap copper
recycled products, and has achieved many economic and social benefits
through efficient technology innovations. The technology center has carried
out 42 research projects, of which the research and development of
smelting technology for producing low-oxygen copper wirerod using

recycled copper (5 4 #f 4 & fE AU R T )58 SR £ 117 ) and copper granule
current separator (#IKEE D BE# ) made significant achievements, which

greatly promoted our rapid development.
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We have obtained the Sichuan Provincial Corporate Technology Centre  Ff3/4 20174 10 A &S+ BT B AU
Certificate from the PRC government in October 2017. BREERMROLES -

2. The "digital refining furnace temperature control technology and 2 - 4R[SR MBI A T [ EA (L HRIE A

complefe sefs of equipment” project of Mianyang Tongxin Copper B RAT N A E R | BRI R
Co., lid. obtained Sichuan Province Science and Technology KREFE - 2K REETE AN EREE
Achievement Certificate. This achievement was nominated for, the AR IEFE A TRBEER o

Sichuan Province Science and Technology Progress Award and it is
currently under the public consultation stage.
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Environmental development
According to the environmental benefit measurement coefficient analysis sef

out in the "China’s 12th five-year plan for development of recycling non-
ferrous metals industry” issued by the Ministry of Industry and Information
Technology of China, the Ministry of Science and Technology of China
and the Ministry of Finance of China, compared with the production from
raw copper, the production of every ton of recycled copper can save
1,054 kg standard coal, 395 cubic meters of water, and reduce
discharge of 380 tons of solid waste and 0.137 ton of sulfur dioxide
emission. In 2017, compared with the production from raw copper, the
production of recycled copper of CMRU can:

save energy: 73,005,000 kg standard coal;
save water: 27,359,000 cubic meters;

reduce solidwaste discharge: fotal production volume 26,329,000 fons;
and

reduce sulfur dioxide emission: @,000 fons.

CMRU consumed a total of 7,868,000 kWh of electricity and 85,000

tons of water during its production process in 2017.
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Exhaust and emission

In 2017, the total emission of CMRU reached 99,765,000 cubic meters,
in particular, the average intension of smoke and dust emission was 1.59
milligrams per cubic meter, and the fofal smoke and dust emission during
the year was 93 kilograms, which can meet the grade Il standard of the
Emission Standard of Air Pollutants from Industrial Furnaces (GB 907 8-
1996).

Our environmental control system consists of three major components, dust
precipitation system, smoke reduction system and wastewater processing
system. Dust precipitation system and smoke reduction system are used for
removal of dust and smoke generated in our production processes, and
wastewater processing system is used for wastewater freatment and
disposal.

The wastewater affer processed will then be used to cool down the
machinery to reduce the emission of wasfe water.

SUPPLY CHAIN MANAGEMENT

Supply Chain Management

The scrap copper that we process comes from a variety of sources,
including used household appliances, electrical equipment and
transportation equipment, used cables and wires and scrap materials from
certain industrial manufacturing processes. We purchase our scrap copper
mainly from domestic suppliers located near our production facilities and
elsewhere in other provinces of China. We conduct rigorous quality control
inspections at different stages of our production processes, including strict
quality tests of our raw materials. Before entering info business relationship
with a new supplier, we conduct careful investigation on the supplier’s
background and reputation in the market to assess its suitability. In addition,
we physically inspect each delivery of raw materials to ensure its
compliance with contract specifications, including purity and copper
content.

The performance of newly admitted suppliers will be closely monitored.
We also perform annual review of our existing suppliers in terms of product
quality, delivery track record and financial performance. This enables us to
ensure the quality and consistency of supply.

Unqualified suppliers will be suspended or removed from our approved
vendor list.

With a management feam possessing more than 30 years of experience in
the scrap copper indusfry, we can effectively test the grade of scrap copper
by adopting a method of combining manpower and equipment to
distinguish the various types of scrap copper and determine corresponding
price, while ensuring the quality of raw materials meets our requirements.
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Product responsibility

The Group is committed fo providing quality products and services to
customers. The copper rods produced by the Company contain over
99.9% of copper. The electrical resistance, forsional properties and tensile
strengths of our products are higher than the requirements of the National
Standard Specification for Copper Wirerod for Electrical Purposes, and
can be used as a substitute of low-oxygen copper wirerod. The copper
rods and other products produced by the Company are fully fested before
delivery to customers. Our products are widely used in the production of
power wire and cable and network wire and cable. Some of our products
are used as the production materials of several listed companies or state-
owned enterprises, such as CSRG Group, Tongling Nonferrous Metals
Group Holdings Co., ltd., China Daye Non-Ferrous Metfals Mining Limited,
Da Wa Electronic Company, Datang Telecom and Jiuzhou Electronics. The
related products have been applied in the large scale national key projects
including Wuhan-Guangzhou High-Speed Rail Project, Guangzhou Metro
Project and Wuhan Metro Project.

HUMAN RESOURCES

Employment Policy

The Group attaches greaf importance fo the protection of the legitimate
rights and interests of all employees in strict compliance with the national
and local relevant laws and regulations such as the Labour law of the
People’s Republic of China, the Labour Contract Law of the People’s
Republic China, and the Labour Contract Regulations of Shandong
Province. The Group prohibits all forms of discrimination against gender,
age, race, religion, marriage status, disability and other aspects in respect
of recruitment, remuneration, promotion and training, so as to ensure all
employees’ access to equal, fair and open working opportunities.

The Group embraces and places emphasis on employee diversity, and
strives fo attract falents from or at different culture, background and levels,
providing a platform for employees fo fully demonstrate their talents.
Employee recruitment is open to the public through various channels
including referral by employees, job fairs, campus recruitment as well as
advertisements on TV and newspaper. The Group selects talents based on
their education background, work experiences and performance during the
inferview and written test as well as position requirements, and verifies the
identification information of each applicant in accordance with the relevant
regulations such as the Provisions on the Prohibition of Using Child Labour,
so as to ensure they are lawfully employable. For employees leaving the
Group, the labour department will handle the resignation procedures and
pay the remuneration affer the employees complete the handover process.
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In order fo affract and refain talents, the Group provides employees with
competitive remuneration package, which is defermined based on their
performance, experiences and prevailing industry practice. The
management of the Group reviews the remuneration policy and details on
a regular basis, and grants extra performance-linked bonus as an incentive
and reward to the employees for their contribution to the growth and
development of the Group.

Composition of staff based on age group'
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Well-being of Employees

The Group emphasises the importance of worklife balance and encourages
employees to explore their personal interests. We comply with the
requirements under the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong), the Labour Law of the People’s Republic of China (Article 48),
the Labour Contract law of the People’s Republic China, and the Labour
Contract Regulations of Shandong Province to ensure a fair arrangement of
working hours and rest days for our employees. To accommodate the
diverse interests of our employees, we have organized a variety of stoff
engagement activities and classes such as photography, sports and outdoor
activities, including the followings:

*  Women’s Day on 8th March, 2017: The Company organized fun
fair for female staff and workers and gave holiday gifts, as well as
issued awards fo outstanding female employees.

e 2017 National Day and Mid-Autumn Festival: The Company gave
holiday gifts to all staff, including moon cakes and insulation barrels.

e 2017 Dragon Boat Festival: The Company gave rice dumplings and
salled eggs to all staff as holiday gifts.

e 2017 Employee's Birthday: The Company organized birthday party
every month fo eat cake together, sing songs and express birthday
greetings.

. Labour union autumn activities: The Company organized sports
competitions such as: badminfon, billiards, table tennis, photography,
etc for all employees.

e labour union summer cooling gifts: The Company gave employees
heatclearing drinks and medicines.

Employee Training and Development

To keep our employees abreast of job-related skills and knowledge, and to
maintain the Group's resilience in the face of challenges, we organize
different trainings fo the staff.

To encourage and reward the hardworking staff, we have established the
outstanding performance award.

Environmental, Social and Governance Report 2017 @
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Safety Measures and Training

Numerous safety-related initiatives and measures are put in place to
safeguard the health and safety of our employees. For example, we have
provided helmets to workshop sfaff to protect their safety. We have also
organized regular trainings fo improve their safety awareness. The Group
has complied with laws and regulations of our employees.

Anti-Corruption

We are committed to upholding high ethical standards and infegrity in our
business operations. Our Employee Handbook has specified the
requirements of professional conduct that all employees are required to
abide by at all times. We have adopted stringent rules on receiving gifts
from business partners. An internal notice is also circulated to remind our
employees of the rules during festivals. In addition, our Anfi-Fraud Policy
and Whistleblowing Policy provide relevant to health and safety a
dedicated confidential reporting channel for employees and external
stakeholders such as customers and suppliers to raise their awareness
regarding unethical behaviour, and report malpractice and misconduct.
Whistle-blowers are also assured of fair treatment and non-retaliation under
our Whistleblowing Policy with their identity being kept confidential. During
the reporting period, the Group complied fully with laws and regulations
relating to bribery, extortion, fraud and money laundering.

Social responsibility

Support for Employees and People in Difficulties

The Group promotes human-based management. In addition fo offering to
employees competitive remuneration and benefifs, the Group also donates
RMB20,000 to the under-privileged students in the family of those staff who

are facing financial difficulty.
Donation

In 2017, the Group donated RMB30,000 to the poverty alleviation fund
of the State Treasury Payment Center in Youxian District, Mianyang City.
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APPENDIX: CONTENT INDEX OF ESG REPORTING
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GUIDE SIYRBEG]
ESG Indicators Summary Reference Sections Page
ESG 512 Bt =4-] 'HiE
Environmental
RIE
Al Emission General Disclosure Environmental P.7

Al BER

A2 Use of Resources

A2 BIREM

A3 The Environment and
Natural Resources

A3 IRIERRAER

—RRIREE

Information on:
[a) the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to air and greenhouse gas emissions,
discharges into water and land, and generation
of hazardous and non-hazardous waste

BRAER OB ERBEHE -

KR IHEPES - BEREZEEYH

EEER
(o) BiER : &

b) EFEHBEITABEAZENRBER LR

K &R

General Disclosure
—RR i

Policies on the efficient use of resources, including

energy, water and other raw materials
BRERER(BIERIR - K&
HA R R

General Disclosure
— R R

Policies on minimizing the issuer’s significant impact

on the environment and natural resources
IR EETT ABIRIB R RABIRERK
FERTEMNBOR

development

RRER

Environmental P7
development

RIRER

Environmental P.7
development

RRER
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ESG Indicators Summary Reference Sections Page
ESG {518 Rt B iR
B. Society
B. ##&
B1 Employment General Disclosure Human Resources P.9
Bl 1&f® — R EE ANEIR
Information on:
[a) the policies; and
(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relafing to compensation and dismissal,
recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare
BRAH N E MRS - TIERR
BRE - FEEE - 2ok - REBRIAR
Hib 5 LB
(a) BSR &
(b) B FHBEITABERZENEBER KA DI
B &
B2 Health and Safety Ceneral Disclosure Human Resources A2
B2 EEHEZ S — AR EE ANEIR

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating fo providing a safe working environment
and profecting employees from occupational

hazards
FHRHELZ2TEREMMREES
HMEBELTBEN
(o) BEE : &
(b) B FHEEITABERTEMNEBEE KRR
H & R
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BE HERELIRS

ESG Indicators
ESGIEZ

Summary Reference Sections
Rt -4

Page
B

B3 Development and Training
B3 R NIEF

B4 Labour Standards
B4 % TR

B5 Supply Chain Management
BS ftrestEi®

Human Resources

ATER

General Disclosure

—REE

Policies on improving employees’ knowledge and
skills for discharging duties at work.
BRARTHE S BT TIERE B LR
% o

Description of training acfivities
HRIEE S

General Disclosure Human Resources

— AR EE ANEIR
Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to preventing child and forced labour
BN IEE Tasahlss T -
(o) BB &
(b) BFHBEITABERZENHEER NP
B R
General Disclosure Supply Chain
— R EE Management
HrEgEER

Policies on managing environmental and social risks
of the supply chain
EIRHEEHRIR Rt g RS ER

P.Q

P.8
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BE HERELIRS

ESG Indicators Summary Reference Sections Page
ESG {518 Bt B iR
B& Product Responsibility General Disclosure Product Responsibility P.9
B6 Em&AE — R EE EmEE
Information on:
[a) the policies; and
(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to health and safety, advertising,
labelling and privacy matters relating fo
products and services provided and remedial
measures
B BAFTHR 2 fn AN AR A% Y 2 B £
72 BE  REELEEEU RS ITER
(a) BB : &
(b) BTHETABBEAZENHER MR
B &R
B7 Anti-corruption Ceneral Disclosure Human Resources P.12
B k&S —RRIREE RES
Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to bribery, extortion, fraud and money
laundering
BRI LARRS - $1R - BGFROL BRI
(o) BUSR &
(b) BFHBEITABERZENEEER NP
&R}
B8 Community Investment General Disclosure Social responsibility P.12
B8 #HEKRE — R EE HEBE

Policies on community engagement o understand
the needs of the communities where the issuer
operates and fo ensure its activities take info
consideration the communities’ interests

B R 2B R AR EIT AR E
FRE+L B /)7 2 ANFE
REEBEE S ZE BALEF &= B
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