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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 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 Room 2509, Harcourt House,

39 Gloucester Road, Wanchai, Hong Kong.

In addition to sustainable development of business, protection
of stakeholders’ interests and commitment to achieving a
win-win situation, the Group has focused on environmental,
social and governance issues, which were elaborated in this
report. 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 is from 1 January 2018 to 31
December 2018, and has mainly consisted of directions and
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,
principally engaged in manufacturing and sales of rare

earth products;

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

refractory products;

e  Wuxi Xinwei High Temperature Ceramics Co., Ltd.,
principally engaged in manufacturing and sales of high

temperature ceramics products; and

e Haicheng City Suhai Magnesium Ore Company Limited,
principally engaged in manufacturing and sales of

magnesium products.
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The Group disposed of its interests in Yixing Silver Mile
Fluorescent Materials Company Limited, which was principally
engaged in the manufacturing and sales of fluorescent
products, at the end of 2017. To replace it, Haicheng City
Suhai Magnesium Ore Company Limited was newly included in
this report. The two companies have different business natures.
Due to the change in reporting scope, data for current year
presented in this report may not be directly comparable with

corresponding figures for 2017.

COMMUNICATION WITH STAKEHOLDERS

To understand stakeholders’ expectations for the Group's
fulfillment of corporate and social responsibility, the Group has
maintained close communication with stakeholders including
customers, suppliers, staff and investors. This will facilitate the
formulation of our business strategy, and help us achieve
sustainable business development. The Group's senior
management conducts interviews and conference calls with the
stakeholders from time to time and 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 Group is reported to the
shareholders in the interim report and annual report of the
Company every year. 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 a
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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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
PERFORMANCE

3.1 Environmental

3.1.1 Emissions

Dealing with climate change and stemming global warming

is an important issue for the whole world. To avoid

greenhouse gases,

sewage, solid wastes and other

pollutants generated in its daily operation that cause

damage to the environment, the Group has developed a

series of environmental policies and taken an array of

measures.

1.

Improve Energy Efficiency

The Group has made efforts in boosting energy
efficiency, and focused on 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, setting up 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 under relevant

country rules.

Use of Clean Energy

The Group has also promoted the use of low carbon
energy source such as using electric power and natural
gas. Traditional coal-fired boilers have been replaced
by natural gas boilers, thereby reducing the emission
of sulfides and nitrogen oxides generated during

combustion.
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Waste Management

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 properly disposed
by qualified agencies.

Reuse of Reclaimed Water and Rain Water

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.

Green Travel

The Group is reducing business trips as much as
possible. It encouraged employees to avoid unnecessary
trips by using telecommunication technologies such as
telephone conferences, video 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.

Procurement Management

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 and
input requirements, the Group prefers local and
nearest suppliers and selects the most appropriate
transportation tools to ship goods in order to reduce
greenhouse gases emission.
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7. Advocating to Stakeholders
The work of environmental protection should not fall
only on the Group internally; the cooperation of the
supply chain is equally important. The Group has
advocated to suppliers the importance of
environmental protection. The Group has requested
suppliers to adhere to all relevant environmental laws
and regulations and to act in accordance with
prescriptive environmental standards. The Group has
also requested suppliers to establish and adopt
environmental management framework to minimize
the environmental impact during operations and to
continuously improve the environmental protection
standard. The concept of environmental protection
has been included into the Group’s employee
education and training program, in the hope to
promote environmental protection messages to
stakeholders such as suppliers, visitors and customers

through employees.

8. Indoor Air Quality Management
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.

During the reporting period, the Group has adhered to the
Law of the People’s Republic of China on the Prevention
and Control of Atmospheric Pollution, Law of the People’s

Republic of China on the Prevention and Control of
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Environmental Pollution by Solid Wastes and other relevant

laws. There were no cases of violation of environmental

protection laws and regulations. The amount of exhaust

gases and waste generated by the relevant subsidiaries are

detailed below:

e
Amount

B —B-N\F —T—tF

Unit 2018 2017
BRES
Type of Exhaust Gas
SR (NOX) (FRREBMEDEFMESE) NI 493.78 412.82
Nitric Oxide (NOx) (Produced by gaseous fuel consumption) kg
SeHi (SOx) (FRmEBMADEREMES) NI 2.46 2.05
Sulfur Oxide (SOx) (Produced by gaseous fuel consumption) kg
SR (NOx) (FA=EEAmESL) NI 227.29 967.48
Nitric Oxide (NOx) (Produced by vehicular use) kg
SciR (SOx) (HAEEMmESL) NI 1.79 1.39
Sulfur Oxide (SOx) (Produced by vehicular use) kg
BRY) (PM) (RSERAMES) NI 19.66 72.08
Particulate Matter (PM) (Produced by vehicular use) kg
RERE (BHESEIREE2) ARG LiREE 79,242.27 18,377.20
Greenhouse Gas (Includes Scope 1 and Scope 2) tonnes of carbon

dioxide equivalent

BEYES
Type of Waste
BEREEY N 182.11 4.12
Hazardous Waste mt
BERRY N 55.60 30.12
Non-hazardous Waste mt

MRAFREBELR T HRREEE
MRBERRR  MBBNTHHEEES
RABEMK  RENBRAETEEH
ErRMEND 2 —  BETEREARE
B SHBBRTERBGEEM RN

Yixing Silver Mile Fluorescent Materials Company Limited has
been removed from the scope of this year's report, and
replaced by Haicheng City Suhai Magnesium Ore Company
Limited. The overall kilometres travelled by vehicles of the

latter is only a quarter of the former, which resulted in a
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significant drop in the pollutant emission calculated from the
kilometres travelled by vehicles. The relevant subsidiaries had
also phased out a total of three vehicles, and with the
well-developed public transportation network and switching
to high speed rail and buses for travel, exhaust gas emissions
have also been reduced. In addition, Haicheng City Suhai
Magnesium Ore Company Limited, the subsidiary newly
included in this report, manufactures fused magnesium grains
that consumed a lot of electricity, resulting in a significant
increase in greenhouse gas emission. As there had been a
production suspension of Yixing Xinwei Leeshing Rare Earth
Company Limited in 2017 which led to a relatively low
generation of hazardous waste reported, there would seem
to be a considerable increase in this reporting period.
However, the generation of hazardous waste during this

reporting period is similar to that in 2016.

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 Production
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 emphasized 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.
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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 optimize the water use and
supply in the production process, and added
environmental friendly equipment to treat sewage for

reuse once it meets relevant standards.

RBEHA  AEEBENELQREE
EREESRRMERNSEIZERN

During the reporting period, the major types of resources

consumed by the relevant subsidiaries of the Group in

HmE production process are as follows:
B
Amount

By Z—EB-N\F —E—+tF

Unit 2018 2017
=0
Resource
B TR 67,391,010 13,249,061
Electricity kWh
RAR SR 1,245,945 417,665
Natural Gas m?3
X SR 175,823 125,683
Water m?3
BEDH (SRR - #X KE - ZBHE) NI 329.99 499.32

Packaging Material (including paper, metal, wood, plastic etc.) mt
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Haicheng City Suhai Magnesium Ore Company Limited
consumed a lot of electricity in manufacturing fused
magnesium grains that resulted in a relatively larger
amount in electricity consumption. There had been a
production suspension at Yixing Xinwei Leeshing Rare
Earth Company Limited in 2017 which led to a relatively
lower amount of natural gas consumption. The
consumption of natural gas during this reporting period is
in fact similar to that of 2016.

3.1.3 The Environment and Natural Resources

The Group ensures that the materials used and the
production process meet the requirement of the
environmental protection regulations and laws in China.
Inspection would be conducted every year at the
production sites to ensure that the operating conditions
comply with the laws and regulations. Employee’s
awareness towards environmental protection has been
strengthened through education and promotion. For
example, the Group organizes a Paperless Working Day
every year to promote paper saving and strengthen the
paperless working culture. The Group also actively
participates in green events organised by the government,
such as participating in tree-planting activities and planted
trees in public area near the factory. These has instilled
awareness of resources conservation into the minds of
every employee and shaped the habit of love and care for

trees.

3.2 Social

3.2

Employment

It is an important foundation for the stable growth of the
Company to maintain harmonious employment
relationships and working atmosphere. Therefore, in
addition to complying with labour laws, the Group has also
developed sound wage systems and benefit policies to

ensure all employees are treated reasonably and fairly.
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1. Equal Opportunities, Diversity and Inclusiveness
The Group respects the gender, age and ethnicity of
each person. Each job candidate has an equal job
opportunity. All of them will be treated equally and
there is no discrimination. Any promotion would be
based solely on the employee’'s performance,
experience and capability. Any factors not related to
work, such as marital status, would have no impact on

employee’s promotion.

2. Employee’s Protection and Benefits
All employee would enter into an employment
contract with the Group to ensure protection by
relevant labour laws. The Group also purchases social
insurance for employees so that they could enjoy
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
provides reasonable compensation for employees and
their families when there is work-related injuries and

death in accordance with the labour laws.

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 each year, which help encourage
employees to get together during leisure time,
improve communication among employees, build team

spirit and create a pleasant work atmosphere.

The Group has adhered to the Labour Law of the People’s
Republic of China and other relevant laws. During the
reporting period, the Group has not received any
complaints regarding discrimination or recruitment. The
overall employee turnover rate per month is around
0.48%.
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As at 31 December 2018, the Group's total number and

distribution of employees are summarised as follows:

BT A
Number of Employees
—E2-N\F —T—+F
2018 2017
5] Gender
E M Male 303 310
2Z 1% Female 128 118
T35 Employment Type
28 Full-time 430 426
B Part-time 1 2
E# Age
18 - 30 15 31
31-45 154 163
46 - 60 237 216
> 60 25 18
B & Geographic Region
ZK%4 Local Province 358 381
4N4E Other Province 73 47
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3.2.2 Health and Safety

Ensuring the health and safety of employees is the basic
responsibility of every enterprise. With the goal of zero
work accident, the Group has actively adopted security

measures to proactively investigate hidden dangers.

1. Workplace Management and Protective Equipment
Instruction and procedures for safety operation of
equipment have been posted in the Group's office
and factory workshop to remind employee of the
importance of safety practices. The Group has also
provided protective equipment for the high-risk jobs

to reduce the rate and severity of work accident.



RIZ - HEBKEIQHKES2018

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018

2. RREEREIE
AEEBBAKET SELiE
RZ2EI - flinsRUEmR - Bl
EEERE  WRMMEUBERE
EER FEITHEGNMNE
BEMBELMAHEER A
B AEETEEABETFERE

ITERBERSSHNERE 1M
RABINLZ2E#H -

REBETRIEFEARLNER
ERAEFHEBER R EAME
FER - RIEER - WARERE
MERRERERLEEENER
ER O MKREBEAMEIEIEREA
MEEFRTIER  REHRNETH
TEMmBROITIER HE346K ©

323 ERERRE
TEMNEENKNIEINERKE A
RAEBKOBEREREZEKE - K&
B EIEREE REIE -
RETIRMEIREBHKSE - AEEE
BEZRBETEZEWIKHE TE
BAR BYAMBEE  ZHEEERH
BETIFAFIEHMEEBEHET Bk
LB IRREREREE A G EEE
NHEHAEEETASRENRAZE -

2. Safety Control and Employee Training
Through participating in occupational health and
safety training organized by the Group, such as first-
aid drills and incident response drills, employees
learned about potential occupational hazards in their
positions and have taken precautionary measures.
Occupational hazard notices have also been posted. In
addition, the Group also sends out occupational
hazard notice confirmation to employees through
intranet every year to raise employees’ safety

awareness.

The Group has adhered to the Law of the People’s
Republic of China on the Prevention and Treatment of
Occupational Diseases and other relevant occupational
safety and health laws. During the reporting period,
the Group has not violated any occupational safety
and health laws and regulations, and there were no
employee deaths due to work. During the reporting
period, a total of 346 workdays were lost due to

employee work injuries.

3.2.3 Development and Training
The productivity of a company relies on the level of
performance of its employees. To improve team's skills and
professionalism, the Group has established training
management systems and training programs and 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 system 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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During the reporting period, the average number of

training hours of the Group’s employee is as follows:

BEETHNPIEIRE
Average number of hours

of training per employee

—E-N\F —F—tF
2018 2017
5l Gender
E1% Male 7.74 10.16
Z % Female 9.75 12.48
ETHB % Employee Rank
SREEE Senior Management Level 42.15 27.79
AR EIEE Middle Management Level 30.18 29.26
WA E T Junior Employee 4.90 7.05
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3.24 Labour Standards

The Group strictly prohibits the use of child labour and
forced labour. It only employs employees of legal age and
never forces employees to work overtime to maintain a

work environment that respects human rights.

During the recruitment process, the Human Resources
Department eliminates candidates who are under the age
of 18 years and verify supporting documents. Since the
policy was implemented, no minors has ever been
employed. The Human Resources Department also reviews
the attendance records on a regular basis. If overtime work
is discovered, investigation will be conducted immediately

to ensure that employees are not forced to work overtime.

3.2.5 Supply Chain Management

Fulfilling corporate responsibility must be carried out and
promoted by different stakeholders. As such, the Group
has established “The Code of Conduct for China Rare
Earth Suppliers”. Through aspects such as the laws,

prohibition of corruption and bribery, employee’s basic
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rights, health and safety, and environmental protection,
the Group has put forward specific requirements for
suppliers. To align with the Group’s overall operational
policy, the Group has required suppliers to have
qualifications such as licensing, environmental
certifications, production safety certifications, and
occupational health certifications. Each year, the Group
conducts periodic assessments of active and key suppliers
to assess whether the suppliers’ performance meets the
Group’s requirements through questionnaires, e-mails or

interviews.

During the reporting period, the Group has 60 active

suppliers from China and 1 from Hong Kong.

3.2.6 Product Responsibility

Product quality and safety have a direct impact on an
enterprise’s reputation and development. To set the
delivery standards, all products have strictly abided by
contracts and relevant laws and regulations for dangerous
goods. Poor quality products would not be delivered in
order to protect customers’ interests. To ensure excellent
quality of materials, the Group has only procure raw
materials from qualified suppliers. Production process has
adhered to the I1SO9001 Quality Management System
policy to improve quality management continuously. If
there is a technical issue, the Technical Department would
lead to solve the issue. If there is needs to improve the
quality of the products, the Technical Department would
work with the Production Department together and the
information regarding the improved quality would be
delivered by the Sales Department to customers in a timely
manner. If there is quality issue for products sold, the
Group would be responsible for recalling the products and
negotiating with customers for follow-up arrangements.
During the reporting period, there is no products sold or
shipped by the Group needed to be recalled for safety and

health reasons.
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The Group has set up a telephone hotline and provided
real-time tracking services to help customers with product
quality issues, thus building customers’ confidence with
the Group’s products. The Group has also set up
communication channels for customers such as complaint
hotlines, facsimiles and e-mail and has undertaken to
provide a satisfactory response within 12 hours of receiving

the complaint.

The Group places great importance on the protection of
intellectual property, undertakes to refuse purchasing and
using pirated products, as well as using unauthorised
images or designs. Production processes involving
copyright issues of blueprints must be approved by the
copyright holder before use. At the same time, the Group

has set up an image gallery for employees to use.

The Group places great significance on protecting
customers’ privacy and has developed a consumer data
protection and privacy policy whereby customers’
information would not be used for promotion purposes
without customers’ approval. Customers’ data are strictly
stored in accordance with the file management
requirements. Level of confidentiality are classified as
normal, classified and confidential, and confidentiality
requirement differ according to level of confidentiality.
Information in computer system is protected with query
password and authorisation functions based on its
confidentiality levels. Hard copies are kept by designated

person and registration is needed for all authorized access.

3.2.7 Anti-corruption

Board members of the Company are from various
background and jointly supervise the Company’s
governance policy. The Group has required that all
employees not to be subject to bribery and to pay
attention to words and actions when corresponding with
government officials and business unit managers to avoid

misunderstandings. The Group also set up a reporting
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mechanism for employees. The Group provides employee
with reporting channels include mailboxes, WeChat and
telephone to report any misconduct. The Group would
investigate any report within two days upon receipt. The
results of the investigation will be submitted to the
Group's Vice President of the Human Resources
Department and the reporter would be notified. All

reported cases will be archived and handled confidentially.

The Group has developed the “Procurement Tendering
Management System” for the procurement of materials.
All actions, purchases, leases, entrustments for acquiring
supplies, engineering and services by contractual means
should be subject to open tenders. Evaluation and
assessment are based on factors such as qualification of
the bidder, the quality, quantity, price and delivery time of

the final purchasing materials.

The Group has entrusted independent audit organisation
to conduct semi-annual reviews and annual audits on the
Group’s accounts to ensure that the Group’s accounts are
correct in order to protect the interests of the
shareholders. The Group would also improve the internal
control system by adopting the suggestion raised by the

independent audit organisation.

3.2.8 Community Investment

The Group would actively participate and support events
organised by the local community and government
authorities. The Group would also take on the
responsibility of improving on the environmental, social
and governance performance, and strive to become a

recognised sustainable enterprise.







