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BOARD STATEMENT

The Board of Directors (the “Board”) of China Rare Earth
Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) is pleased to publish
the 2022 Environmental, Social and Governance ("ESG")
Report (the “Report”), detailing the institutional construction
and performance of the Group in fulfilling its environmental
and social responsibilities in 2022, so as to respond to
stakeholder expectations. The Board monitors ESG issues
within the framework of current business strategies and
ensures that its operations continue to comply with local laws
and regulations so as to protect the interests of the Group and
its stakeholders and improve its corporate brand image.

The Group regularly collects ESG information through various
functional divisions and working groups, and then
consolidates, analyzes and discloses its performance in the
annual ESG report. The Board reviews the performance
disclosed in the ESG report, assesses the suitability and
compliance of the Group’s business strategies, and identifies
sustainability issues significant to the Group and its
stakeholders at its annual meeting, thus making appropriate
decisions and adjusting strategies if necessary.

The Board has always been responsible for the leadership and
supervision of the Group. Each year, the Board evaluates the
potential risks indicated by the ESG information, gives priority
to ESG issues with great impact and formulates effective
prevention and control measures to ensure the sustainable
development of the Group. The Board determines the ESG
measures to be improved on an annual basis according to the
business challenges of the year and makes decisions to
strengthen employee development training to continuously
improve the performance.

In addition, during the operations, we take into consideration
the community development, and environmental and
compliance risks arising from global efforts to fight against
climate change. The Board will formulate relevant policies or
goals, regularly review progress and performance to be aligned
with the sustainable development of the Group, and give back
to the society. Looking ahead, we will continue to implement
a proactive development strategy to achieve sustainable
growth in all aspects of the Group.
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ABOUT THE REPORT

The Group is one of the largest producers of rare earth and
refractory materials in China and the first rare earth producer
in China listed overseas. We are committed to achieving
environmental sustainability, addressing social concerns and
maintaining our competitive edge in the rare earth and
refractory industries. We attach great importance to employee
care, business ethics, customer satisfaction, environmental
protection and community engagement to deliver long-term
value to substantial stakeholders. The Report is in compliance
with all the “comply or explain” provisions of the
“Environmental, Social and Governance Reporting Guide” set
out in Appendix 27 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and contains all recommended disclosures
in the Guide.

2.1 REPORTING SCOPE
The Report presents the management policy,
performance, practice and material issues of the Group’s
core business regarding ESG during the period from 1
January 2022 to 31 December 2022 (the “Reporting
Year”). The Report covers the Group’s principal
businesses, including the main office located in Dingshu
Town, Yixing City, Jiangsu Province, the PRC and the

NS following four core subsidiaries.

MEAR EEW TEXRE

Subsidiary Business location Principal activities

BEREFHAFERLERDT TEHEEET SUERHER TEM

Yixing Xinwei Leeshing Rare Yixing City, Manufacturing and sales of
Earth Company Limited Jiangsu Province rare earth products

HEFREF LA M BERAA TEHEEET SUENHEMNER

Yixing Xinwei Leeshing Refractory Yixing City, Manufacturing and sales of
Materials Company Limited Jiangsu Province refractory products

ESNBSRENERRAT TEHEEET SUERHERRBEEM

Wouxi Xinwei High Temperature Yixing City, Manufacturing and sales of high

Ceramics Co., Ltd.
BRTHEERERAT
Haicheng City Suhai Magnesium

Ore Company Limited

Jiangsu Province
FEELEHT
Haicheng City,

Liaoning Province

temperature ceramics products
SUENHEBWER
Manufacturing and sales of

magnesium grains products
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The content of the Report is prepared in compliance with
the “Environmental, Social and Governance Reporting
Guide"” set out in Appendix 27 of the Rules Governing
the Listing of Securities on the Stock Exchange. The
Report has been reviewed and approved by the Board of

the Group.

Materiality

The information disclosed in the Report is carefully
collected, assessed and presented based on its
importance to the Group's business and to key
stakeholders. Details of the materiality matrix and
stakeholder engagement are described below in the
"Materiality Assessment” and “Stakeholder Engagement”
sections respectively. The reporting scope is determined

based on the importance to the Group's operations.

Quantitative

The calculation and analysis of the key performance
indicators (“KPIs”) in the Report are made by reference
to international standards so that readers can evaluate
and validate the effectiveness of the Group’s ESG
initiatives through comparison of data. Relevant statistical
standards, methodologies, assumptions and calculation
tools, as well as sources of conversion factors for
emissions and energy consumption are also disclosed,
and a narrative description of the data is provided where

appropriate to explain its purpose and impact.

Balance

The Report gives an unbiased description of the Group's
ESG performance and avoids inappropriately misguiding
readers or omitting important information. The Group’s
ESG performance, management and room for
improvement can be shown by comparing data with

those of the previous year.
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Consistency

The Report is consistent with previous year in terms of
information collection, reporting framework, data
calculation methods (including collection of ESG data and
its KPIs) and reporting scope, so that meaningful
comparison of data can be made in the future. Any
future changes in statistical or preparation methodologies

will be indicated in the report.

2.3 FEEDBACK
The Group believes that a high level of trust from the
community is critical to the sustainability of our business.
We strive to manage the Group in the best interests of
our stakeholders. As such, we value your feedback on the
Report and our sustainability performance. If you have
any opinions or suggestions, please do not hesitate to
contact us by mail to Room 1011, Harbour Crystal
Centre, 100 Granville Road, Tsim Sha Tsui, Kowloon,

Hong Kong.

STAKEHOLDER ENGAGEMENT

The Group understands that the best way to manage our
business is to work closely with our stakeholders. Therefore,
we value their interests and perspectives and endeavour to
maintain close communication with various stakeholders
including customers, suppliers, employees and investors to
understand their expectations for the Group's performance in
corporate social responsibility, thereby formulating the Group’s
social responsibility development strategy and goals. The
Group's senior management members conduct interviews and
conference calls with the stakeholders from time to time. 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.
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To identify our stakeholders’ insights and concerns about the
operations of our business, the Group has been maintaining
regular communication with our key stakeholders through
various channels as shown in the table below. The overall
performance of the Company is reported to the shareholders
in the interim report and annual report on an annually basis.
The social responsibility performance is reported in the ESG
report. 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

operational news, financial information and other information.
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The following table summarizes our ongoing communication
activities and channels with major stakeholders to understand

their concerns:

Communication Channel

REEMRR

Investors and Shareholders

BxE

Customers

BT

Employees

HERMEEB A
Suppliers and Business

Partners

BB E#RE
Government Authorities

and Regulators

HE

Community

REMEYE - REAE  BRARE  FEMPHRE
Company website, company announcements, general meetings, annual and interim

reports

BRERER  Aafu TP REMEF
Direct communication with customers, company website, customer feedback and

complaints

ERMABE SFHHNERME THEZE BEIENE BIED
On-the-job and induction training, emails and comment box, regular meetings,

employee performance evaluation, employee activities

R  HEBEAE  HEBEHTHER(DNEFES g5 BHER)
Selection assessment, procurement process, regular communication with business

partners (e.g. emails, meetings and on-site visits)
ERXH - AHARE  H®RE- gENHFE

Documentation, compliance review, forums, meetings and seminars

REAEYL - HRIAR

Company website, community activities
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4. EBEEMTMG 4. MATERIALITY ASSESSMENT
BEUFTERREDARGDTERAX The materiality assessment process enables the Company to
EmRENEHRENRE IXNEEER analyze risk factors and improve its business processes for
HIRUFREAR - BERN AEEDE future development while meeting stakeholders’ expectations.
BB ARAETEZETE  UHlE In view of this, the Group has engaged an independent
BN REERERBYBETARENA consultation firm to carry out the materiality assessment, so as
M o to formulate our sustainability strategy and set the direction of

the Report.
LMBRBETEESENE DlnEsg - 8 We invite significant stakeholders (e.g., the Board, employees,
T BEPFMHEER)ESHS  TREEY customers and suppliers) to complete questionnaires, and score
KREBEKELNANFZHBELAGHEE 23 identified ESG issues respectively according to their
MOBEEHANN -+ =EBE HEek significance to the Group's business operations and
ERBRBETHD © stakeholders.

S Ed

=z >N
Participation

e

Identification

o HRAEERE HERELEE o HREZRHELEED o BRI HEREREEER

o HREERMNHE e Carry out activities participated o EBRER  LURBFESEHEEUR
e Identify the Group's ESG issues by significant stakeholders NEABNERE HekEaRE

e Identify key stakeholders e Prioritise the ESG issues

o Review the results for the report
disclosure, and improve our future

ESG performance

Environmental, Social and Governance Report 2022 5 - 4L %47
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= Air Pollutants/Greenhouse
E\f\i};ﬁiﬁgaﬁtﬁ i 7e s Gas Emissions Management
i o TR
Discharge Management BrLEBEER - #13%  HAEER R R Labfir Stgaijdards
BRIk Prevention of Bribery, Extortion,
%) i Fraud and Money Laundering
— Water
(] Conservation
e
_8 EmEHIE
] Product Recycling System
H o
© -
m( = R FENS EAERES
- Anti-Discrimination, Equality and BER2REE
S’; g Diverse Employment Environment Occupationai Health and Safety
RIER P REBRSEBHORE g
Ao o} AR R Protection of the Interests of EEEIIERRE
(5 ;] Consumption of ~ Customers and Business Partners Employee Training
Hp W © Packaging Materials o and Development )
+n w = [
= O BEHREEZS
Ao + REHIE Customer Health and Safety
ﬁ ) Employment System SR,
(%) o *
:'ﬁ [ HA AR A Wz Climate Adaptability and
7 © Use Efficiency of Resilience Enhancement
v Other Resources
p= e HEEBAF
[ A PR Y B R Community Needs and Interests
o Quality Control of iy EE
& Production Materials Waste Management

EEEMERE

Issues of Low Significance

Issues of Medium Significance Environmental and Social

EEMEE
Materiality Matrix
HERNRE R EER AT EIR ; BEBMRE
Energy Conservation Issues of High Significance
Risks of the Supply Chain HERE

=RER REREEREE Q)

&' Community

EREBBHRERARERERNTE
Management of the Impact of Operations on
the Environment and Natural Resources

B RREE R B
Customer Complaint Handling
and Response Mechanism

HEAEEBRNERM

Significance to the Group’s Development

FRELMNBREFERE  BERMOT

BERMEE
Issues of High Significance
o ERRM/REREHIMER

Air Pollutants/Greenhouse Gas

AR

Energy Conservation

Through the above materiality assessment process, the results are as

follows:
PEEMEE EEENEE
Issues of Medium Significance Issues of Low Significance
o EROREFEERE o EmRYGHIE

Customer Health and Safety Product Recycling System

Emissions Management o HEBHREREERR o REZFPREHAERHNTE o RUS TENZTIERRS
o BTHR Environmental and Social Risks of Protection of the Interests of Anti-Discrimination, Equality and

Labour Standards the Supply Chain Customers and Business Partners Diverse Employment Environment
o BEZIRER o BKHHER o EERSEURBRANAREN o BEUHNER

Occupational Health and Safety Wastewater Discharge my 2 Consumption of Packaging
o [EBEERE Management Management of the Impact of Materials

Employee Training and o ERAK Operations on the Environment o [E{4|E

Development Water Conservation and Natural Resources Employment System

o RCRIREENEZME .
Climate Adaptability and
Resilience Enhancement

o HERE

Community Investment .
o RPRFRERELH

Customer Complaint Handling

and Response Mechanism .

MEEE - 9% BFFRARE ¢
Prevention of Bribery, Extortion,
Fraud and Money Laundering .

HEEEMME

Community Needs and Interests
At EROEANG

Use Efficiency of Other Resources
EEMRORE AT

Quality Control of Production
Materials

BEYER
Waste Management

Environmental, Social and Governance Report 2022 55 - & kiR %
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Regarding the materiality issues identified in the assessment,
the Group has taken corresponding measures and will
elaborate in the following chapters. Looking forward, the
Group will continue to review and formulate corresponding
ESG policies and objectives to improve the disclosure of ESG

report.

SUSTAINABILITY APPROACH

The Group regards corporate social responsibility as our
fundamental value of operation and brings value to society
through active participation in environmental and social
activities. The management of the Group attaches great
importance to maintaining good corporate governance to
ensure the success and sustainable development of the Group.
We strictly comply with laws and regulations on corporate
governance and implement a code of conduct to strengthen
corporate governance. Looking forward, the management will
continue to review and formulate ESG policies and goals and
improve its performance to improve report disclosure. Our
performance and the measures taken during the Reporting

Year are detailed in the subsequent chapters.

Environmental, Social and Governance Report 2022 5 - & ki r#E
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I

REJR £ A B2
Energy Efficiency

BEAE R E R —E¥REF TZ 3%
Energy consumption intensity down by 3%
compared to the previous reporting year

D B

Waste Reduction

FEIHE PR R — (B3RS FRIE3%
Waste discharge intensity down by 3%
compared to the previous reporting year

Environmental, Social and Governance Report 2022 55 « i R i

OPERATIONAL FOOTPRINT
The Group also undertakes the social responsibility of

maintaining sustainable development of the environment, and
unswervingly seeks an operating model that reduces resource
and energy consumption in order to move towards green
operations. Sustainable development is the cornerstone of the
Group. We will actively monitor environmental management
issues during the operation process, strive to take measures to
reduce environmental impact, implement our continuous
commitment to environmental protection, and formulate the
following quantitative goals to manage and reduce the impact

of the operation process on the environment:

D BB

Emission Reduction

=R GRE R E—REFMA3%
Greenhouse gas emission intensity down
by 3% compared to the previous reporting
year

hn3& Fk Mz

Water Efficiency Enhancement

7K E238E R F—EREF TE3%
Water consumption intensity down by 3%
compared to the previous reporting year
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BE -BRMATHEAMERZRER Z Furthermore, we also formulate directional goals and strategies
SEBEYE  URERIAE: to improve operational efficiency and resource utilization rate:

REERSBERBR AR - HEENANRAARSEERRNER - fIAREREDRE
3SR FUSRAE - AR B R E RN ZERISRY o

/R BB The Group follows the directions of the national policies and promotes the use of cleaner
Use of Clean Energy energy such as electric power and natural gas. For example, we replaced traditional boilers
with gas-fired boilers, thereby reducing the amount of gaseous pollutant generated during
operation.

AEEEREMEANZNERSH  ESTHIRAETBHERK TS EOLTEE
ISR HATHOER K EIR

AREAM G ERE R ERBRABATREEMAATATA - #TAS A BEREEOERAEER
Communication HE o

via Information The Group encourages employees to use information technologies such as telephone conferences,

Technology video conferences and email communications to avoid unnecessary trips and strengthen the

management of business trips.
If a business trip is necessary, public transportation should be used as much as possible to
reduce the waste gas and GHG emissions generated by transportation.

AR B RRER N EE IR A SRR E - BRABEHYE -
ZENEY R - BRI E B SEAER R EEANRERE -
FE R E TR AR EE T A SRR SRAE

EREREEEE WREERNRAESHER RS ELE - A BHENEEELREE -
Indoor Air Quality Substances that may emit dust and malodorous gas are not allowed to be stored in the
plants.

Management Incineration is prohibited. We ventilate as much as possible by keeping the windows open, or

using wall fans to facilitate the airflow in the workshops.

An adsorption tower is utilised to absorb the odor in the workshops.

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.

AEESBEREAEFEEMBNER  HINRSRREAIBRAENORABRE
AEEHRRERGTHE S BEEZBREANDE @ EREBR  TEREEK K
SREE HABERSE  BRAOAGHEMEENEMSHRE o

The Group encourages the reuse of the resources needed in the daily production. For
example, office supplies with refills are selected whenever possible.

The Group segregates and stores resources that cannot be directly reused, such as packaging
plastic bags, industrial plastic wraps and raw material packaging bags, and then transfers
them to qualified agencies for proper disposal.

Reuse and Recycle

o AREBETERRNEEEMKGKTR - RERIREZMHE QUEEIE AT IR F A B EE K R s
F7K
GOULEE L prmmme RSBk BRI SRS B ER L -
R-euse of 3 Methods are being explored by the Group to optimise water use and supply in the production
Reclaimed Water process; environmental friendly equipment has been added to recycle reusable sewage and
and Rainwater rainwater.
. Series water use and progressive water use methods are adopted to reduce the
generation of sewage from the production process.

12 Environmental, Social and Governance Report 2022 5 - 4L %47
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6.1 HEHY
2B/ BRI RIBiK KRS
e BEAERERRME KREE
RAEREAAKE  WERREAR
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RHE  TelrHTEssELT 2
FHTERBD -

The Group strictly complies with the laws and regulations on
exhaust and greenhouse gases, discharge into water and land,
and generation of hazardous and non-hazardous waste,
including the “Air Pollution Prevention and Control Law of the
People’s Republic of China”, the “Environmental Pollution by
Solid Waste Prevention and Control Law of the People’s
Republic of China”, the “Environmental Protection Law of the
People’s Republic of China”, the “Environmental Protection
Tax Law of the People’s Republic of China” and other
environmental protection laws. The “Environmental Protection
Tax Law of the People’s Republic of China” requires entities to
pay taxes on air and water pollutants, noise, and solid waste
that they generate to strengthen pollution control and
environmental protection. There was no violation found during

the Reporting Year.

6.1 EMISSIONS
Global warming leads to crises such as climate change
and extreme weather, damaging human health and
communities. The Group is well aware of the causes of
global warming and strives to reduce greenhouse gas and
exhaust gas emissions by enhancing the resource and
energy efficiency of the whole production chain. We have
developed corresponding environmental protection
policies and implemented a range of measures at
different levels to manage and monitor greenhouse gas
emissions while reducing our carbon footprint. Apart
from its efforts to reduce the environmental damage
caused by exhaust gas, greenhouse gas, wastewater,
solid waste and other pollutants, the Group will also
constantly improve the production processes to upgrade

the industry landscape.
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The Group’s main sources of exhaust emissions are
stationary fuel combustion in production facilities and
vehicle emissions, and the main air emissions are nitrogen
oxides (“NOx"), sulphur oxides (“SOx") and particulate
matter (PM). In addition to further strengthening the
internal control over consumption of natural gas, power
and water, we have also taken a variety of measures
against identified emission sources, including paying
attention to the exhaust emissions of various equipment,
monitoring exhaust gas, optimising production processes

and concentrating production time.

During the Reporting Year, the direct greenhouse gas
("GHG") emissions (“Scope 1") covered greenhouse
gases produced by the combustion and consumption of
fuels from stationary sources in production facilities and
fuels for operating vehicles. The indirect GHG emissions
of energy (“Scope 2") were GHG produced during the
production process of purchased electricity. The “Scope
1" emissions accounted for 18% of the Group's total
greenhouse gas emissions, while the “Scope 2" emissions
accounted for 82%. During the year, although the
“Scope 1" GHG emissions increased due to the rise in
production, the total amount of “Scope 1 and Scope 2"
GHG emissions decreased significantly, and the emission
intensity (tonnes carbon dioxide equivalent (“tCO,e")/
Tonne of Production) decreased by 49% compared with
the previous reporting year, reaching the quantified
emission reduction target set for this year. The reason for
the decrease in the total emission is mainly due to
technical factors. The emission factor of the national
power grid newly released by the Ministry of Ecology and
Environment for this year's energy indirect emission is
lower than the emission factor of the power grid in
previous years. Another factor is that the Group actively
implemented measures to save electricity consumption,
and its purchased power consumption decreased by 16%
compared with the previous reporting year, resulting in a
substantial reduction in “Scope 2" of greenhouse gas

emissions.
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Moreover, it is our commitment to reduce greenhouse
gas emissions on an ongoing basis by optimizing
production and operating procedures without reducing
the production. We will further increase operational
efficiency and reduce fuel and energy consumption. We
are going to switch to more energy-efficient equipment
gradually to increase energy efficiency and reduce fuel
usage. We will also schedule our travel itineraries
reasonably by using public transport as much as possible.
We are going to gradually replace the exhaust gas
desulfurization facilities to reduce waste emissions as

well.
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The Group realized that waste management helps
improve water and air quality and reduce GHG emissions.
Therefore, appropriate measures have been adopted for
reducing various types of wastes to reduce the hazards of
waste to the environment. The entire process of
collecting, sorting and transferring wastes to an
accredited service provider is kept under control. All
wastes are categorized into recyclable, non-recyclable
and hazardous wastes to make sure they are not mixed
with other incompatible wastes. The categorized wastes
will be reused or stored in a designated area as
appropriate. The non-hazardous wastes produced by the
Group are mainly household wastes, while the hazardous
wastes are mainly slag. Pursuant to the requirements of
the environmental protection department, the slag will
be properly stored in a slag warehouse after all valuable
elements are extracted, and finally transferred to a
qualified waste collector or to the government for
incineration or recycling, treatment and disposal pursuant
to the requirements of laws, regulations and policies. The
Group recognises the importance of environmental
protection, strictly complies with the requirements of
local environmental protection departments at all levels,
and keeps stepping up and improving the management
of various solid wastes. During the Reporting Year, we
were engaged in the rare earth oxide reprocessing and
product trading as our principal business, which mean to
enhance the specifications and increase the added value
of the products by reprocessing the rare earth oxides in
stock and purchased from external parties. Therefore,
neither rare earth minerals were used nor mineral wastes
were generated during the Reporting Year, and this was
also the reason why our hazardous wastes were reduced
during the Reporting Year.

Moreover, it is our commitment to reduce waste
emissions on an ongoing basis without reducing the
production. We further promote the optimal use of
resources, raise employees’ awareness, improve routine
monitoring, step up investment in science and technology
and increase the utilization of resources. Therefore, the
discharge intensity of non-hazardous waste has been
reduced by 71% compared with the previous year, while
the discharge of hazardous waste has been reduced to
zero, exceeding the quantitative goal of waste reduction
set for this year.
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By —E-CF —B--F
Unit 2022 2021
BRER
Type of Exhaust Gas'
SILE(NOX) NI 411.04 423.77
Nitric Oxide (NOx) kg 411.04 423.77
R B R M & NI 274.74 292.56
Produced by gaseous fuel consumption kg 274.74 292.56
RAEERmES NI 136.30 131.21
Produced by vehicular use kg 136.30 131.21
S{LHR(SOx) NI 1.73 1.81
Sulphur Oxide (SOx) kg 1.73 1.81
MR EED R M A £ NI 1.37 1.46
Produced by gaseous fuel consumption kg 1.37 1.46
RAEERmES NI 0.36 0.34
Produced by vehicular use kg 0.36 0.34
EHRYI(PM)
Particulate Matter (PM)
RAEEAmES NI 10.59 9.63
Produced by vehicular use kg 10.59 9.63
BERE AHE-EltiES 37,811.41 73,914.46
Greenhouse Gas tCOe 37,811.41 73,914.46
#E—? A RREE 6,875.95 6,115.59
Scope 12 tCO,e 6,875.95 6,115.59
HE— A RREE 30,935.46 67,798.87
Scope 23 tCO,e 30,935.46 67,798.87
BE AE_EliRES WMES 0.82 1.62
Intensity tCO,e/Tonne of Production 0.82 1.62
BEYES
Type of Waste
BEEEY N 0.00 1.02
Hazardous Waste Tonne 0.00 1.02
e NWE/WESE 0.00 0.000055
Intensity Tonne/Tonne of Production 0.00 0.000055
BEEEY NI 10.25 34.33
Non-Hazardous Waste Tonne 10.25 34.33
e NWE/WESE 0.00022 0.00075
Intensity Tonne/Tonne of Production 0.00022 0.00075
TRUERENL2REBRIGNEEFMABR QR Air emissions are calculated with reference to the formula and emission

e AR RIRE - e REAMSE 28—
RIGEAREMERERED T AXARRER
FHESH -

HBE-HIGEDRAABRFEREZ(CEMNZ
SEHRA(RREEREBEER OBRET -

HE_FREREBEERFANEHOEEER
HHEATFEE -

factor in “How to Prepare an ESG Report? Appendix 2: Reporting
Guidance on Environmental KPIs” published by Hong Kong Exchanges

and Clearing Limited.

Scope 1 emissions are calculated using the emission factor in
“Guidelines for National Greenhouse Gas Inventory” published by
Intergovernmental Panel on Climate Change.
Scope 2 emissions are calculated based on Emission Factors for
National Power Grids newly released by the Ministry of Ecology and

Environment.
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6.2 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. Priority is given to appliances that are
more energy efficient. Meanwhile, the Group collects
downstream wastewater efficiently. Water is reused after
precipitation and filtration, which has greatly reduced the
consumption of raw water. The efficient use of energy
and other resources reduces costs, and helps the Group

to become a sustainable partner for customers.

The Group continuously explores the implementation of
green production policies to enhance efficiency in use of
resources. We formulated user guides for equipment to
facilitate proper operation by employees. The Group has
implemented many resources saving measures. In
addition, the Group emphasises proper use of production
equipment, and strengthened repairs, maintenance and
operations of equipment, thereby making equipment
operate at the highest 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. Waste is segregated and stored
by category to facilitate reusing and recycling by qualified
agencies. In addition, the main packaging materials used
by the Group are paper, iron, wood, plastic, metal and

plastic woven bags.
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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. During the Reporting Year,
the Group actively promoted energy conservation and
emission reduction, thus reducing electricity consumption
by 16% compared with the previous reporting year. In
addition, the energy consumption intensity in the
Reporting Year is about 9% lower than that in the
previous reporting year, reaching the quantitative target
for this year, which shows that the measures effectively
reduce energy consumption. Moreover, it is our
commitment to reduce energy consumption on an
ongoing basis without reducing production. We will also
improve our production procedures to reduce energy
consumption. We will continuously adjust our product
mix and accept more orders for non-burning products.
We will also make reasonable use of air compressors and
other motor equipment, replace energy-saving motors
and press machines gradually, and take advantage of the
difference in electricity price between peak and valley
hours to save electricity charges. In addition to phasing
out old and obsolete equipment with high energy
consumption, we will maintain and update measurement
tools and strengthen the supervision and inspection on
the safe use of electricity.
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Although the Group does not use a lot of water during
production, it attaches importance to efficient use of
water resource. The Group 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. The Group
appointed designated staffs who are responsible for
checking water facilities such as pipes and faucets on a
regular basis in order to repair water leaks promptly.
Water-saving signs are also posted near water sources to
encourage employees and visitors to save water, reduce
unnecessary water consumption, and prevent leaking and
dripping. During the Reporting Year, under its continuous
water saving measures and rectification of operational
efficiency, the Group successfully reduced the
consumption intensity of water by about 1%. While
falling short of our goal of reducing water intensity by
3%, we will strive to promote water conservation and
improve water conservation practices. During the
Reporting Year, water conservation measures included
the use of water recycling equipment, inculcation and
fostering of employees’ awareness of water conservation,
and rectification of water intake (such as reducing the
number of faucets and implementing centralized

production) to reduce water consumption in workshops.

Moreover, we are committed to minimizing water
consumption on an ongoing basis without reducing
production. We will also improve our production
procedures to reduce water consumption. We will
continue to introduce additional facilities such as pumps
and water tanks to recycle water resources. In addition,
we will also carry out water balance tests to calculate the
amount of water required by each production unit. We
will then draw up inspection measures to control water
consumption. We will also check concealed piping and
internal water supply systems on a regular basis, and
repair damaged water tanks, faucets and other water
supply facilities in a timely manner to prevent water

leakage.

Environmental, Social and Governance Report 2022 5 - & ki r#E



RIR - HHEBKEIBH]RS2022

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2022

RARESFERN AEEEEEREE
HEMERN SEIZ2EREINOT :

During the Reporting Year, the Group consumed the

following resources in the operation and production

process:
BERER By —E-CF —E--F
Use of Resources Unit 2022 2021
HiERR
Direct Energy
RAR AR 898,735 390,977
Natural Gas m? 898,735 390,977
FTRE 8,388,193 3,649,119
kWh 8,388,193 3,649,119
BALBRER I 1,493 1,590
Liquefied Petroleum Gas Tonne 1,493 1,590
FTRE 19,079,293 20,316,411
kWh 19,079,293 20,316,411
BiEIR
Indirect Energy
EW))| F R 53,245,196 63,419,583
Electricity kWh 53,245,196 63,419,583
EERBRERER TRE 80,712,683 87,385,113
Energy Consumption of Production Facilities* kWh 80,712,683 87,385,113
BE TRE WES 1,754.20 1,922.01
Intensity kWh/Tonne of production 1,754.20 1,922.01
ks AR 73,917 73,508
Water® m? 73,917 73,508
BnE NFK/BEE 1.61 1.62
Intensity m3/Tonne of production 1.61 1.62
aRYH NI 206.62 102.60
Packaging Materials Tonne 206.62 102.60
mE AW/ WESE 0.0046 0.0023
Intensity Tonne/Tonne of Production 0.0046 0.0023
SEREEREERELEERBNE N - KAR 4 The energy consumption of production facilities includes consumption

ERIEAHRAE RERLEERBSIEZE
o BRI LB - Sk R B TR E I N E
ZoOMBEFEERN - MAERERRBEMENK
BEREM B IHREF 2R (COPRAMT B A -
RE BBEBRRIERE)

RAREFRN  REBEKIERKR L EE
AR -

of electricity, natural gas and liquefied petroleum gas, as they are the
main energies consumed by production facilities. Other consumption
such as acetylene, diesel and unleaded gasoline, etc. are immaterial
and therefore not included the conversion factors for conversion of
fuel consumption from volumetric units to energy units are determined
by reference to the “CDP Technical Note: Conversion of fuel data to
MWh"

s During the Reporting Year, the Group had no major issues in sourcing
water.
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6.3 THE ENVIRONMENT AND NATURAL RESOURCES

The Group educates employees and strengthens their
environmental protection awareness through green
activities. We organise Paperless Office Day each year to
save paper and achieve paperless office. The Group also
supports the tree planting activities organised by the
government, actively participates in tree planting in the
public areas, instils in each employee the importance of
conserving natural resources so that they develop a habit
of protecting trees. The concept of environmental
protection has been included into the Group’s employee
education and training program, in order to promote
environmental protection messages among stakeholders
such as suppliers, visitors and customers through

employees.

The materials selected by the Group, as well as the
manufacturing process of its products, comply with
environmental protection policies in China. Environmental
audits are conducted in the production area each year to
ensure that there is no violation. The Group understands
that the work of environmental protection should not fall
only on the Group internally; the cooperation of 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 legal environmental standards. The
Group has also requested suppliers to establish and
follow environmental management systems to minimise
the environmental impact during operations and to
continuously improve the standard of environmental

protection.
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6.4 CLIMATE CHANGE
The management regularly assesses the risks driven by
climate change to the Group, and regularly manages and
controls the identified natural disasters or extreme
weather emergencies that may be caused by climate
change, so as to prepare for possible future financial risks

and make arrangements.

EpER e B i 3t | sk P S 4 B
Risk type Risk description Risk response measures
SZEME R AEEEEmaENERREEH - 0l  A"ATHHRRESCEBNERE  ZEEHE
KR RELBRARSE  AHREE ZESBATHIERA - BREH - BEERLS
BAEIRZIRE HEETERE RERHESER PEIBEREESEZRE
EIMERER TREERRE - R MRS R REKEKE - RE
b - REBMEBEMERR - LORE
AR MG AT REIER -
Immediate risk Extreme weather events caused by In order to prevent damage caused by
climate change, such as flooding, climate change, the Group has formulated
typhoon and extremely hot weather, working principles, notification mechanism,

which may lead to risks such as evacuation system and accident investigation

damage to production plants, requirements in emergency situations to help

interruption of

supply chains and employees effectively respond to various

reduction in production capacity due emergencies, such as responding to floods

to shutdowns.

(caused by earthquakes and extreme
weather) by setting up flood control
sandbag. The Group has also purchased
property insurance to mitigate possible losses

caused by natural disasters.
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[N ki)
Risk type

BR AR

Policy and law

R B 4

Risk description

fFHEZE  EmMRETENHRERE (L
HRNEERTAREE  RmEHE
BEBRAEN  BEAGHAKE  EmRE
BXARAZ N o

Regulatory requirements related to
climate change in operations, products
and services are increasingly tightened,
resulting in increased operating costs,
including compliance costs and

product development costs.
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Risk response measures

BEREB AR ESE R B i % A B
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FEARR - REBEEIRB R SINERER - M
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ERRERBERKT - ) (AR @R ] RAREBHE -
In the past, various operating locations of
the Group implemented a number of
energy-saving and emission-reduction
measures, and fully complied with all
environmental laws and regulations. In the
future, the Group will strengthen the
identification of the latest laws and
regulations, relevant policies and standards,
and update and revise internal systems and
standards in a timely manner, so as to
improve the level of energy conservation and
emission reduction while complying with
regulations and maintaining production
capacity, and move towards the “green

enterprise” specification.
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7. EMPLOYMENT RESPONSIBILITY

7.1

EMPLOYMENT PRACTICES

The Group believes that attracting and retaining talent is
the key to the sustainability of its business. Therefore,
employment standards and working environment have
always been our primary concerns. We care about the
career development and physical and mental health of
our employees, and therefore are committed to
maintaining a quality workplace where diversity, learning
and respect are our core values. Not only does the Group
comply with local labour laws and regulations, but it has
also developed sound wage systems and benefit policies
to ensure all employees are treated fairly. It is an
important cornerstone for the stable development of an
entity to maintain harmonious employment relationships.
We also ensure the physical and mental well-being of our

staff by maintaining a work-life balance.

Equal Opportunities, Diversity and Inclusiveness
e The Group respects the differences between
individuals, forbid any form of discrimination, and

provides equal job opportunities to job candidates.

J Promotions are only based on employees’
performance, experience and competence. Other
attributes such as gender, age, ethnicity, family
status, religion or disability will not affect an

employee’s opportunity to be promoted.
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Employee’s Protection and Benefits

Employment contracts are signed between the
Group and all its employees. All employees are
protected by relevant labour laws and regulations
Employees enjoy holiday, statutory paid annual

leave, etc.

The Group purchases social insurance for employees
so that they can use medical services at a relatively
low cost. It offers physical check-ups for all
employees, with additional gynecological
examinations for female employees. Moreover, it
pays the Housing Provident Fund for employees. The
Group makes reasonable compensation for
employees and their families for work-related
injuries and death in accordance with the labour

law.

Work-Life Balance

The Group puts emphasis in helping employees
de-stress, increasing employees’ life satisfaction.
Maintaining a good work-life balance is essential for
employees’ physical and mental health, and the
development of the corporation is linked to

employees’ physical and mental health.

Autumn Sports Games, Employee Exchange
Conference and other activities are held each year,
which help encourage employees to get together
outside work, improve communication among
employees and departments, build teamwork and

create a pleasant work atmosphere.
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The Group integrates the requirements of employment
laws and regulations into a series of employment policies
to ensure that employees receive fair and reasonable
treatment. During the Reporting Year, the Group strictly
complied with the labour laws and regulations in the PRC
relating to remuneration and dismissal, recruitment and
promotion, working hours, holidays, equal opportunities,
diversity, anti-discrimination, other treatment and
benefits and prevention of child labour or forced labour,
including the “Labour Law of the People’s Republic of
China”, the “Labour Contract Law of the People’s
Republic of China”, the “Social Insurance Law of the
People’s Republic of China”, the “Protection of Women's
Rights and Interests Law of the People’s Republic of
China” and the “Protection of Disabled Persons Law of
the People’s Republic of China”. The Group did not
identify or receive any cases of discrimination or other
employment-related violations and complaints, nor cases
of employing child labour and violating laws related to
forced labour. Such compliance demonstrates our respect
for labour rights to enhance the trust, loyalty and
motivation of employees.

BED
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The following is an overview of the employees of the

Group in the Reporting Year:

—EZCF —E-—F
2022 2021
BIAE KB BT A RKLE B
Number of Turnover Number of Turnover
Employees Rate Employees Rate
45l Gender
S Male 229 2% 226 15%
2Z 1% Female 95 4% 98 8%
F#R Age
18 - 30 2 0% 3 0%
31 -45 58 2% 108 9%
46 - 60 240 3% 195 7%
> 60 24 8% 18 161%
# & Region
#El The PRC 324 3% 324 13%
I {E%E R Employment Type
28 Full-time 290 TEA 320 i
Not Applicable Not Applicable
FeBE Part-time 8 TEA 1 TEA
Not Applicable Not Applicable
BelF T Temporary worker 26 TER 3 i A

e AMEFHETDERB SN E
it SRR E R R ER S L
BIR-Z-—F+-A=+—-R8-

Not Applicable

Not Applicable

Note: The calculations for the Reporting Year were based on the
latest reporting guidelines for social KPIs issued by the
Stock Exchange as of 31 December 2022.
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7.2 LABOUR STANDARDS

The Group has zero tolerance towards child labour and
forced labour, so as to protect minors and employees
from slavery, bonded labour and coercion in the
workplace. 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. If any cases involving child labour and forced
labour are uncovered, the Group will not hesitate to
apply local laws and regulations to handle such cases,
and will review its management methods to avoid a
repeat of the incident.

When recruiting new employees, the Human Resources
Department will conduct stringent identification and
background checks and verify their supporting
documents to make sure that the candidates are eligible
for employment and of legal age. Since the policy was
implemented, no minors have been employed. The
Human Resources Department also reviews attendance
records on a regular basis If overtime work is discovered,
the investigation will be conducted immediately to ensure
that employees are not forced to work overtime. In order
for our employees to have a full understanding of their
rights and interests as well as their scope of duties, they
are required to enter into a legally binding contract on a
voluntary and fair basis. Furthermore, we respect the
decisions made by our employees such that they are free
to resign from their positions by giving prior notices. This
anti-child labour and forced labour policy also extends to
our production chain as we will not work with suppliers
that employ child labour or forced labour.

The Group recognizes the importance and critical role of
the labour code. It strives to strictly comply with relevant
regulations and laws to promote ethical employment and
safequard employees’ rights. The Group strictly complies
with relevant laws and regulations on the prevention of
child labour or forced labour, including the “Labour Law
of the People’s Republic of China” and the “Rules on the
Prohibition of Use of Child Labour”. There was no
violation found during the Reporting Year.
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7.3 HEALTH AND SAFETY

Ensuring the health and safety of employees is the basic
responsibility of every corporation. Therefore, the Group
takes the initiative to utilise an investigation mechanism
to identify potential safety hazards, provides protective
equipment, monitors and audits safety performance and
is striving to achieve the goal of zero work-related

accidents.

Workplace Management and Protective Equipment

In order to remind employees of the safety practices for
each process, the Group has posted equipment safety
procedures and operation instructions in the workshops
of factories and the office areas. In addition, to reduce
the occurrences of occupational accidents and injuries
caused by accidents, the Group also provides appropriate
protective equipment for positions with relatively higher

risks.

Safety Control and Employee Training

We conduct regular training courses on the use of
personal protective equipment, inherent hazards in the
premises, contingency procedures and the handling of
chemicals so as to enhance our employees’ safety
knowledge and awareness and to take precautions
against potential occupational hazards. In terms of public
health at workplaces, notice boards were erected in the
living spaces of the workplace for posting publicity
posters, in-house rules and occupational hazard signs.
Moreover, we will conduct regular first-aid drills and
accident response drills to help employees familiarize
themselves with escape routes and use relevant facilities
properly in case of emergencies. The Group also issues
Occupational Hazard Acknowledge Letter to its
employees through the intranet each year to raise their

safety awareness.
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The Group has adhered to the “Prevention and
Treatment of Occupational Diseases Law of the People’s
Republic of China”, “Safe Production Law of the People’s
Republic of China”, “Fire Prevention Law of the People’s
Republic of China” and other relevant occupational
safety and health laws. During the Reporting Year, the
Group did not violate any occupational safety and health
laws and regulations, and there were no work-related
fatalities over past three years. During the Reporting
Year, there were no workdays lost due to employee work

injuries for the Group.

In response to the COVID-19 pandemic, the Group
quickly formulated pandemic prevention and control
measures, specified the responsibilities of each employee
team, and established notification and recording
mechanisms to help employees systematically and quickly
respond to various emergencies under the pandemic.
During the Reporting Year, we strictly implemented the
prevention and control and notification measures of the
regional government, maintained a clean and hygienic
working environment, ensured ventilation, and sourced
prevention and control materials. In the event of any
suspected case, we will promptly and appropriately report

and record such case.
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7.4 DEVELOPMENT AND TRAINING

The professional competence and growth of employees
are key to business development. Therefore, the Group
always seeks to foster a culture of sustainable
development and enables employees to demonstrate their
strengths. The Group establishes the training
management system and training programmes, identifies
the training needs of employees and departmental
operations, and provides training and refresher
opportunities to employees on a regular basis, so as to
enhance the professional skills and standards of the
team. We will also regularly assess the training results to
understand the learning progress of employees and
adjust the programmes as appropriate. In order to
promote the Group’s long-term development in different
areas, the Group's career development policy focuses on
sustaining the talent echelon and helping employees
develop their strengths. The Group arranges for
experienced employees to guide new employees during
day-to-day work in order to help employees adapt to the
Group's culture.
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The training data of employees of the Group is as

follows:
—EZ=F —E=—-F
2022 2021
BEEIN BHRETIN
ZINET LA TR B ZINET LA PR R
Average Average
Percentage Number of Percentage Number of
of Trained  Training Hours of Trained  Training Hours
Employees per Employee Employees per Employee
M5l Gender
S Male 73% 5.37 99.6% 6.50
2% Female 27% 6.39 100% 5.70
ST % Employee Rank
2RERE Senior Management 3% 40.43 100% 11.50
hAREIRE Middle Management 7% 18.60 100% 8.78
T % Supervisor 10% 17.14 NiE A TEA
Not Applicable Not Applicable
Hih & T Other Employees 80% 2.61 99.6% 5.96

i

ABEFHEDERBIMZHE
R S BRERUEIRERES - 1
HIERZEZ—F+=-A=+—H-
AAREFE F—AREFOTE
FRTR - KM E IR
K TEBREELE -

Note: The calculations for the Reporting Year were based on the
latest reporting guidelines for social KPIs issued by the
Stock Exchange as of 31 December 2022. Due to the
different calculation methods between the Reporting Year
and the previous reporting year, the data for the two years
are less comparable and not applicable for direct
comparison.
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8.

PRODUCT QUALITY AND SAFETY

8.1

PRODUCT RESPONSIBILITY

Product quality and safety have a critical impact on a
company’s reputation and development. To protect the
interests of customers, all of the product delivery
standards are set up according to relevant contracts and
laws and regulations related to hazardous goods. The
Group never provides products of poor quality. To
improve customer confidence in the Group's products,
the Group has set up a 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 so as to provide customers with satisfactory
responses within 12 hours upon the receipt of any
complaint. During the Reporting Year, we did not receive

any complaints about products and services.

The Group’s production process complies with the
ISO9001 Quality Management System, and continues to
improve quality management while conforming with
regulations and satisfying the customers’ needs. All raw
materials are of high quality and are provided by
qualified suppliers. 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 internal control procedures together
with the Production Department, and will also submit
quality improvement information to the Sales Department
so that customer can be informed in a timely manner. If
there are quality issues for any of the products sold, the
Group will be responsible for recalling the products and
negotiating with the customer for follow-up
arrangements. During the Reporting Year, the Group
strictly complied with the “Product Quality Law of the
People’s Republic of China” and other laws and
regulations on product safety and health, advertising and
labelling, and the products sold or shipped by the Group

have not been recalled for safety or health reason.
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The Group values the protection of customer
confidentiality and has developed customer data
protection and privacy policy to prohibit disclosure of
sensitive information. Employees are required to strictly
abide by the code of practice on protection of customer
privacy and obtain customer consent before copying,
forwarding and disclosing confidential information
internally, including the customer’s commercial
information. All customer information is in strict control
with file management requirements. The confidentiality
levels are divided into regular, confidential and top
secret. According to the different confidentiality levels,
the confidentiality requirements are also different. Paper
documents are managed by designated personnel and
people who have been authorized to review the
documents must make relevant records. Data in the
computer system is protected with the use of passwords
and privilege levels based on confidentiality. Certain
employees have to sign non-disclosure agreements to
thoroughly understand their responsibilities and
undertake to protect sensitive information of the Group
and customers. In the event of a breach of
confidentiality, we shall investigate thoroughly and take
legal actions. During the Reporting Year, we did not
notice any serious violation of the “Personal Information
Protection Law” and other laws and regulations on
privacy matters during the provision of products and

services.
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8.2

Intellectual property rights not only protect originality,
but also ensure the authenticity and quality of a product.
The Group fully understands the importance of
intellectual property rights and pays great attention to
the maintenance and protection of intellectual property
rights by implementing a set of guidelines. We shall
never tolerate patent infringement of any form. 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 is committed neither
purchasing pirated products nor using images or designs
that are not authorized. At the same time, the Group has
set up its own picture library for employees to use and
actively registered patents for product design and
manufacturing technology created by employees. The
Group strictly complies with relevant laws and regulations
related to the protection of intellectual property rights.

There was no violation during the Reporting Year.

SUPPLY CHAIN MANAGEMENT

Fulfilling corporate responsibility must be carried out and
promoted by different stakeholders together. The Group
has therefore developed the “Code of Conduct for Rare
Earth Suppliers in China” to set out specific requirements
for suppliers in terms of compliance with laws,
anti-corruption, employees’ basic human rights, health
and safety, and environmental protection. 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.
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In addition, we implement responsible sourcing by
prioritising the purchase of durable, compliant, safe and
eco-friendly raw materials to ensure the quality of our
products. On the premise of fulfilling production
standards and input requirements, the Group prefers
local and nearby suppliers and selects the most
appropriate transportation tools to ship goods to reduce
greenhouse gases emissions. The Group conducts
periodic assessments of active and key suppliers annually
to assess whether the suppliers’ performance meets the
Group’s requirements through questionnaires, e-mails or
interviews. During the Reporting Year, the Group had a
total of 20 active suppliers from mainland China and 4

active suppliers from other areas.

CORPORATE GOVERNANCE

Corporate reputation is closely related to business integrity.
Therefore, the Group adheres to the highest standard of
business integrity and has zero tolerance for any corruption,
bribery, extortion, fraud and money laundering. With different
backgrounds, the Board members of the Company collectively
supervise the Group's governance policy. All the materials of
the Group must be procured in accordance with the
“Procurement and Bidding Management System”. All the
Group’s procurement activities, including all materials, projects
and labour that are outsourced, purchased, leased or
commissioned through contracts, must be conducted through
public bidding. The bidders’ qualifications, the quality,
quantity, price and delivery time-frame of the materials
purchased are used as the evaluation and assessment criteria,
so as to ensure that our business activities are fair, balanced,
open and transparent. Partnership shall be terminated upon
identifying any conducts violating the Group’s values of
integrity. Employees shall under no circumstances receive or
offer benefits of any kind, such as gifts, entertainment,
incentives or commissions, from or to customers, suppliers or
any other business partner. The Group also requires employees
to be careful with their words and deeds when communicating
with government officials and business unit managers to avoid
misunderstandings. Any employee who violates any of the

rules shall be subject to disciplinary action up to legal action.
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The Group has engaged an independent audit organization to
conduct semi-annual reviews and annual audits in order to
ensure the correctness of the Group’s accounts and protect
the interests of the shareholders, while improving its financial
internal control system based on the report prepared by the
independent audit organization. The Group also set up a
whistleblowing mechanism for employees, allowing them to
report misconduct through channels include telephone, SMS,
WeChat, letters, emails and face-to-face conversations. The
Group promises to investigate immediately upon receipt of the
report, and the results will be submitted to the Chairman or
CEO of the Group. All the reported cases will be documented
and kept confidential. During the Reporting Year, the Group
did not notice any violation of relevant laws and regulations,
including but not limited to the “Criminal Law of the People’s
Republic of China”, the “Anti-Money Laundering Law of the
People’s Republic of China” and the “Anti-Unfair Competition
Law of the People’s Republic of China”, and no legal case
regarding corruption was brought against the Group or its

employees.

We provide anti-corruption training for the management and
general staff, covering provisions on anti-corruption and
anti-bribery in the “Anti-Corruption Programme — A Guide for
Listed Companies” and the “Criminal Law of the People’s
Republic of China”. Employees and the management are
required to learn documents of the central government, laws
and regulations, and relevant provisions on the prevention and
combat of corruption of listed companies at meetings and
training sessions. We organized lectures on anti-corruption by
inviting relevant professionals to give lectures, watching
educational videos, and distributing written materials for
learning. During the Reporting Year, we provided a total of
140 hours of anti-corruption training for the management,

and 203 hours of training for general staff.
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10. HERE 10. COMMUNITY INVESTMENT
REBEBGR2EN T FRMEERBFS The Group actively participates and supports events organised
PIEHMNES BARERR Lk by the local community and government authorities. The
MRBAZER BAKAE—ZREXEAR Group also takes on the responsibility of improving on its ESG
ANAHECE - HMEBEESLEET performance, and strives to be a sustainable corporation that
BB NmEE - HEEE L AR is recognised by all. We encourage employees to participate in
09 RMERBERBNARE  AREF volunteer activities, public welfare activities, and promote a
WREETIRBRE BElRAtE caring culture. Since the COVID-19 epidemic was still raging,
H—1 7 there were no volunteer service hours in the Reporting Year.

We hope that we can contribute to society in the future.
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