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SCOPE

China Rare Earth Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) is one of
the largest producers of rare earth and refractory materials in
China. The Group was listed on The Stock Exchange of Hong
Kong Limited on 15 October 1999 and is the first private rare
earth and refractory materials producer in China that is listed
overseas. The Group’s main office and its main business
location is at Dingshu Town, Yixing City, Jiangsu Province, and
the Group’s Hong Kong business location is at 15/F, Club

Lusitano, 16 Ice House Street, Central.

The Group is committed to achieving long-term and sustainable
business development. In addition to safeguarding the interests
of stakeholders, the Group also pays attention to

environmental, social and governance (ESG) issues.

The content of this Report is prepared in compliance with the
Environmental, Social and Governance Reporting Guide set out
in the Appendix 27 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited. The
reporting period of this report is from 1 January 2017 to 31
December 2017, and has mainly consisted of practices of the
Group's four subsidiaries in respect of environmental and social

responsibilities during the reporting period:

e Yixing Xinwei Leeshing Rare Earth Company Limited,
mainly engaged in manufacturing and sales of rare earth

oxide products;

e Yixing Xinwei Leeshing Refractory Materials Company
Limited, mainly engaged in manufacturing and sales of

refractory products;

e Yixing Silver Mile Fluorescent Materials Co., Ltd., mainly
engaged in manufacturing and sales of fluorescent

products; and

e Wauxi Xinwei High Temperature Ceramics Co., Ltd., mainly
engaged in manufacturing and sales of high temperature

ceramics products.
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COMMUNICATION WITH STAKEHOLDERS

The Group has realised that it's necessary to maintain close
communication with stakeholders including customers,
suppliers, distributors and investors, and learn about their
expectations on the Group's fulfillment of corporate and social
responsibilities. This will facilitate the formulation of our
business strategy, and help us achieve sustainable business
development. The Group appoints senior management
members from time to time to conduct interviews and
conference calls with the stakeholders. The Group’s updates
are communicated to the stakeholders through e-mail,
corporate mail and customer service hotline. The customer
service specialist is also in constant contact with the

stakeholders to listen to their views and needs.

The overall performance of the Company is reported to the
shareholders in the interim report and annual report on a yearly
basis. The Company also provides opportunities for
shareholders and the Board of Directors to communicate
through general meetings. The Chairman of the Board of
Directors and the Chairmen of the Audit Committee, the
Remuneration Committee and the Nomination Committee or
their designated representatives answer shareholders’ questions
at annual general meetings. To further facilitate effective
communication with the stakeholders, the Company has an
official website at www.creh.com.hk for the extensive
publication of the Group’s business development and operation

news, financial information and other information.
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Dealing with climate change and stemming global warming
is an important issue for the entire world. The Group
realised that the greenhouse gases, sewage, solid wastes
and other pollutants generated in its daily operation cause
damage to the environment. In order to protect the planet
from further damage, the Group has developed a series of

environmental policies, and taken an array of measures.

1. Energy Conservation
The Group has focused on boosting energy efficiency,
and made efforts in energy conservation and emission
reduction, which included providing clear guides for
the switching-on and switching-off of air conditioners
in summer and other equipment that are not in use,
turning on time zone setting for air conditioning
system in the workshops' control rooms, replacing the
lighting system with LED lights that are more energy
efficient, and gradually replacing and retiring
equipment and motors that are classified as high
energy-consumption equipment (Such as the Y series)

under relevant country rules.

2. Waste Reduction
The Group has promoted the use of low-carbon and
high-quality energy. For instance, the Group has
replaced the traditional coal-fired boilers with natural
gas boilers to reduce the emission of sulfide and
nitrogen oxide. The Group also recycles the resources
used in the daily production, for example, office
supplies with refills are selected whenever possible.
Non-recyclable resources, such as packaging plastic
bags, industrial plastic wraps and raw material
packaging bags, are collected and stored by category

before they are disposed by qualified agencies.
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Sewage Reduction

Methods are being explored by the Group to optimise
the water use and supply in the production process;
environmental friendly equipment has been added to
recycle reusable sewage and rainwater; series water
use and progressive water use methods are adopted
to reduce the generation of sewage from the
production process.

Business Trip Reduction

The Group is reducing business trips as much as
possible. It encouraged employees to avoid
unnecessary trips by using telephone conferences and
e-mail communications. If a business trip is necessary,
public transportation should be used as much as
possible to reduce the waste gas and greenhouse gas
emissions generated by transportation.

Sourcing from Local Suppliers

The Group will take raw material quality,
transportation cost, environmental impact and other
factors into consideration when selecting suppliers.
On the premise of fulfilling production standards, the
Group prefers local and nearest suppliers and selects
the most appropriate transportation tools to ship
goods.

Stakeholder Education

The Group actively promotes the importance of
environmental protection in supply chain, and requires
all suppliers to comply with related law, operate in
accordance with statutory standards for environmental
protection, minimise environmental pollution caused
by their work, continuously improve their efforts in
environmental protection, and establish as well as
implement a sound environmental management
system. The Group also incorporates the concept of
environmental protection into education and training
of its employees, and promotes environmental
protection information among suppliers, visitors and
sales customers.

Indoor Air Quality

The Group has implemented a non-smoking policy in
office area and production workshops, and some of
the outdoor areas are specified as smoking areas.
Substances that may emit dust and malodorous gas
are not allowed to be stored in the plant. Incineration
is prohibited as well. In order to maintain indoor air
quality, we ventilate as much as possible by keeping
the windows open, or using wall fans to facilitate the
airflow in the workshops. At the same time adsorption
tower is utilised to absorb the odor in the workshops.
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RBEEA - AEBRBEENERERER During the reporting period, the Group did not have any
FEREBROERELE  MBEHRNAE violations against the environmental laws and regulations.
BREENERREZYHERE S50 The emissions of waste gas and waste generated by the
T Group during the reporting period are as follows:
¥E
Quantity
By —E—tF —T—REF
Unit 2017 2016
BREE

Types of waste gas

SRINOX) (HREBMEDEREMmAES) NIy 412.82 415.97
Nitrogen oxides (NOx) (produced by the consumption of kg
gaseous fuel)
S/EH(SOx) (HRBIREDERMESL) NI 2.05 2.07
Sulfur oxides (SOx) (produced by the consumption of gaseous kg
fuel)
SALRNOX) (HRAEFEAMES) NI 967.48 486.65
Nitrogen oxides (NOx) (produced by the use of vehicles) kg
SEBR(SOx) (RmEERmESE) NI 1.39 1.63
Sulfur oxides (SOx) (produced by the use of vehicles) kg
FERY(PM) (FRAERAmES) N 72.08 44.19
Particulate matter (PM) (produced by kg
the use of vehicles)
RERE (BEHE1REE2) RE—EfLRES 18,377.20 21,959.44
Greenhouse gases (Including scope 1 and scope 2) tonnes carbon
dioxide equivalent
BEYESR
Types of waste
EEEEY (FBEREES) N 0 221
Hazardous waste (neutralized slags and mt
acid residues)
BEREEY (REABER) NI 0.95 2.29
Hazardous waste (raw material packages) mt
BEREEY (B RImAREREY) N 3.05 6.27
Hazardous waste (waste water produced from washing mt
crucibles and floors)
BEREEY OBIHR) N 0.12 0.14
Hazardous waste (activated carbon) mt
EEERY NI 30.12 87.72
Non-hazardous waste mt
B ZE - RNFEHABMEEREmEE Note: The emissions of waste gas produced by the consumption
RERREEEEY OFMHER) BERE of gaseous fuel and hazardous waste (activated carbon) for

EAEMEILE © 2016 were amended.
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3.1.2 Use of Resources
The Group understands that the resources on the planet
are limited, and is devoted to major principles including
the conservation of power, water and paper during
operating activities.

1. Green Office

The Group has implemented many electricity saving
measures. In addition to formulating use guides for
equipment, the Group also continuously explored the
measures of effectively enhancing efficiency in use of
resources. The Group has emphasised on proper use
of production equipment, and strengthened repairs,
maintenance and operations of equipment, thereby
making equipment operating at the best efficiency.
Quality inspection is conducted at each step in the
production process to reduce scraps. Employees are
required to save office supplies, and electronic files
are preferred when reviewing documents in order to
reduce the waste of paper and ink resources. Wastes
are collected and stored by category to facilitate
reusing and recycling by qualified agencies.

2. Water Conservation

Although the Group does not use a lot of water
during production, we still attach importance to
efficient use of water resource. The Group posts
water-saving signs near water sources to encourage
employees and visitors to save water. We have
designated responsible staffs who check on water
facilities, such as pipes and faucets, on a regular basis
in order to repair water leaks promptly. Employees are
required not to keep the water running when not in
use to prevent leaking and dripping. The Group also
explored methods to optimise the water use and
supply in the production process, and added
environmental friendly equipment to treat sewage for
reuse once it meets relevant standards.
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RBERA - NEBTEEEREEM During the reporting period, the Group consumed the
FIBENSEXZERMIET following resources in the production process:
e
Quantity

By —E—tF —ET—RF

Unit 2017 2016
75
Resources
EW)) TR 13,249,061 16,235,867
Electricity kWh
RAR, ST7R 417,665 1,207,715
Natural gas m3
K SLT7K 125,683 214,168
Water m3
BEME (EHH) N 35.14 34.50
Packaging materials (paper materials) mt
BEMH (EH) N 45.78 36.62
Packaging materials (iron materials) mt
BEMH (KR N 398.23 356.00
Packaging materials (wood materials) mt
BEME (BB N 20.17 18.68
Packaging materials (plastic materials) mt
B —CE—RNFEBRBEBEMH (EHME) Note: The consumption of packaging materials (iron materials)

EaEyH (KT NERERKE and packaging materials (wood materials) for 2016 was

L e amended.
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3.1.3 The Environment and Natural Resources

3.2
3.2

The materials selected by the Group, as well as the
manufacturing process of its products comply with the
environmental protection policies in China. Environmental
audits are conducted in the production area every year to
ensure that there is no violation. The Group looks to
strengthen the environmental protection awareness of
employees through education and promotions. Paperless
Office Day is organised every year to save paper and
achieve paperless office. We also actively support the
“green” activities held by the government, such as
participating in the tree planting activities. We planted
trees in the public areas near the plant, and encourages
employees to protect natural resources and green plant in
their daily life.

Social

Employment

It is an important cornerstone for the stable development
of the Company to maintain harmonious employment
relationships, therefore, other than complying with local
labour laws and regulations, the Group has also developed
sound wage systems and benefit policies to ensure all

employees are treated fairly.

1. Equal Opportunities, Diversity and Inclusiveness
Each job candidate has an equal job opportunity. The
Group does not engage in any discrimination based
on any factor such as gender, age, physical condition
or ethnicity, and strives to provide equal job
opportunities. We only refer to the employees’
performance, experience and competence when
making promotion decisions. Other attributes such as
marital status and physical condition will not affect an

employee’s opportunity to be promoted.
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2. Employee Benefits
An employment contract is signed between the Group
and all its employees, and the employees are therefore
protected by relevant labour laws and regulations. The
Group also purchases social insurance for employees
so that they can use medical services at a relatively
low cost. The Group pays the Housing Provident Fund
for key and senior employees and organises free
gynecological examinations for female employees. The
Group makes reasonable compensation for employees
and their families for work-related injuries and death

in accordance with the labour law.

3. Work and Life Balance
Maintaining a good work and life balance is essential
for employees’ physical and mental health, therefore,
the Group never forces employees to work overtime.
In order to help employees destress, Autumn Sports
Games, Employee Exchange Conference and other
activities are held every year, which help encourage
employees to get together outside of work, improve
the communication among employees and
departments, build teamwork and create a pleasant

work atmosphere.

During the reporting period, the Group did not receive any
cases of discrimination or complaints against the
recruitment practices. The overall average monthly

employee turnover rate was approximately 0.72%.
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As of 31 December 2017, the total number and
distribution of the employees of the Group are summarised

as follows:

BIAE
Number of employees
—E—+tF —E—RF
2017 2016

5] Gender
FM% Male 310 346
Z 1% Female 118 133
TI{E%E R Job category
28 Full-time 426 479
B Part-time 2 0
F#R Age
18 - 30 31 43
31-45 163 185
46 - 60 216 244
> 60 18 7
B &1 Geographical area
N4 Local province 381 371
4NE Other provinces 47 108

BFHZE
REB+HERETIHNBERFESRY
2 ARBEGRRNEZ2EBHEE#G -
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3.2.2 Health and Safety

The Group attaches great importance to the occupational
health and safety of its employees. Therefore, it takes the
initiative to use an investigation mechanism to identify
potential safety hazards and is striving to achieve the goal
of zero work-related accidents.

1. Safety Management of Equipment in the Workplace
The Group has posted equipment safety procedures
and operation instructions in the office areas and the
workshops to remind employees of the safety
practices for each process. The Group also provides
appropriate protection equipment for positions with
relatively higher risks to reduce the occurrences of
occupational accidents and injuries caused by
accidents.
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2. Employee Safety Monitoring and Training
The Group helps employees to recognise the safety
hazards in their jobs mainly by organising
occupational health and safety trainings (such as
heatstroke emergency drills) and posting occupational
hazard signs. The Group also issues Occupational
Hazard Acknowledge Letter to employees through the
intranet every year to improve their awareness on

safety.

During the reporting period, the Group did not have any
violations against any occupational health and safety laws
and regulations, and there were also no work-related
fatalities. There were a total of 580 work days lost due to
work-related injuries among the Group during the

reporting period.

3.2.3 Development and Training

The Group treasures its employees as its valuable assets.
To improve team’s skills and professionalism, the Group
regularly provides training and education opportunities for
its employees. The Group's career development policy
focuses on helping employees to develop their strengths.
For example, the Group provides guidance for new
employees, establishes training management systems and
training plans, and arranges experienced employees to
guide new employees during day-to-day work in order to

help employees adapt to the Group’s culture and promote

the Group's long-term development in different areas.
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NEREHIRE - REBR B THFHEIIE During the reporting period, the average number of
T training hours of the Group’s employee is as follows:

BEETHNFIGEIRE
Average training hours

per employee

—E—tF —E-REF
2017 2016
# 5] Gender
B4 Male 10.16 12.04
Z 1% Female 12.48 20.84
BIB% Employment Grade
SMEIRE Senior management 27.79 21.95
FAEIRE Middle management 29.26 22.03
MME T Junior employees 7.05 13.65
324 £ TR 3.2.4 Labour Standards

REBBRELEREIRES TS The Group strictly prohibits the use of child labour and
B EeRBISHEULIMNETATER forced labour. It only employs employees over the age of
BHETBRIE EngH—HEEEA 18 years and never forces employees to work overtime to
R THERRIR maintain a work environment that respects human rights.
ANEBERIPEREBHFELR - KR During the recruitment process, Human Resources
18R IEREEME - BRITEARTE KK Department eliminates candidates who are under the age
REBEREARKEEINEF - AN of 18 years. Since the policy was implemented, no minors
ERBNEBATRKEEIEEZEYS have ever been employed. The Human Resources
8 BB TIE - TAETREAR Department also reviews the attendance records on a
B HRESTIAIIFEENEL THBE reqular basis. If overtime work is discovered, investigation
T will be conducted immediately to ensure that employees

are not forced to work overtime.
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325 RERERE 3.2.5 Supply Chain Management
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In order to manage the procurement process and suppliers,
the Group has developed the Code of Conduct for Rare
Earth Suppliers in China, which requires suppliers to
comply with its specific requirements in terms of
compliance with laws, anti-corruption, employees’ basic
human rights, health and safety, and environmental
protection. The social responsibility performance is also
one of the important criteria for selecting suppliers. The
Group requires suppliers to have relevant qualifications
such as licenses, environmental certifications, safe
production certifications and occupational health
certifications to meet the Group’s overall operating
principles.

Every year, the Group conducts periodic assessments of
active and key suppliers to assess whether the suppliers’
performance meets the Group's requirements through
guestionnaires, e-mails or interviews.

During the reporting period, the Group has 68 active
suppliers from China and 1 from Hong Kong.

3.2.6 Product Responsibility

The Group pays great attention to the quality and safety of
its products. All of the product delivery standards are set
up according to relevant contracts and laws and
regulations regarding hazardous goods. To safeguard
customers’ interests, the Group never provides products
with poor quality. All raw materials are of high quality and
are provided by qualified suppliers. The Group’s production
process complies with the 1ISO9001 Quality Management
System. If there are technical problems, the Technical
Department takes the lead in addressing the problems. If it
is necessary to improve product quality, the Technology
Department will address the issue in accordance with the
internal control procedures together with the Production
Department, and will also submit the quality improvement
information to the Sales Department so that the customer
can be informed in a timely manner. If there are quality
issues for the products sold, the Group will be responsible
for recalling the products and negotiating with the
customer for follow-up arrangements. During the reporting
period, the products sold or shipped by the Group have
not been recalled for safety and health reasons.
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To improve the customers’ confidence in the Group's
products, the Group has set up a special hotline and
on-site tracking services to help customers solve product
quality issues. The Group has also set up a customer
complaint hotline, as well as communication channels
through fax and e-mail. Customer complaint must be
resolved within 12 hours upon the receipt of the

complaint.

The Group also pays great attention to the maintenance
and protection of intellectual property rights. The Group is
committed not to purchase pirated products and not to
use images or designs that are not authorised. If a product
involves any copyright issue during the production process,
it is required to obtain the consent of the owner before
use. The Group has set up its own picture library for
employees to use. If any picture is not usable, it is required
to inform the Corporate Management Department to make

adjustments.

The Group has developed a customer data protection and
privacy policy. Customer’s information will not be used for
promotional purposes without their permission. All
customer information is in strict control with the file
management requirements. The requirements for
confidentiality are different for information with different
confidentiality levels, which are regular, confidential and
top secret. Information in computer system is protected
with query password and authorisation functions based on
its confidentiality levels. Paper documents are managed by
designated personnel and people who have been
authorised to review the documents must make relevant

records.
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3.2.7 Anti-corruption

Board members of the Company are from various
background, and they supervise the Company's
governance policy collectively. All of the Group’s
employees are not allowed to bribe government officials
and business managers, and they are also not allowed to
take any bribery. The Group also set up a reporting
mechanism for employees. The Group provides employee
with reporting channels include mailboxes, WeChat and
telephone to report unfair treatment encountered at work.
Upon receipt of the report, the Group promises to
investigate within two days. The results of the investigation
will be submitted to the Group’s Vice President in Human
Resources Department as well as to the reporters. All

reporting cases will be documented and kept confidential.

The Group has developed the Procurement and Bidding
Management System for the procurement of materials.
Public bidding must be performed for all of the Group's
procurement activities, including all materials, projects and
labour outsourced, purchased, leased and commissioned
through contracts. The bidders’ qualifications, the quality,
quantity, price and delivery timeframe of the materials
purchased at the end are used as the evaluation and

assessment criteria.

The Group has hired an independent audit company to
conduct semi-annual and annual audits on the Group's
accounts in order to ensure that the Group’s accounts are
correct, the interests of the shareholders are protected,
and improve the financial internal control system based on

the report prepared by the independent audit company.

3.2.8 Community Investment

The Group is committed to becoming a sustainable
company, and it shoulders the responsibility of improving
its ESG performance. The Group has actively participated
in and supported activities organised by local communities

and government agencies.






