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Avalon welcomes and values your feedback on this Report Mark Wiseman, Vice President, Sustainability
and the Companyds overall su#®PHorei+h@6)3644938 i nitiatives. I f oy
have any comments, questions or concerns, please do not Email: sustainability@avalonraremetals.com
hesitate to contact: Avalon Rare Metals Inc.

Suite 1901 - 130 Adelaide Street West
Toronto, ON M5H 3P5 Canada

Forward -Looking Statements

This Report chbooking ofaremedt soO witimé sush statereentsn ara made.gAlthodgh Avalon has attempted to

the United States Private Securities Litigation Reform Act of 1995 and identify important factors that could cause actual results to differ
applicable Canadian securities legislation. Forwaidoking statements materially from those contained in forwardooking statements, there may

include, but are not limited to, statements with respect to the Company be other factors that cause results not to be as anticipated, estimated or
integrating sustainability into all aspects of its business, any significant intended. Factors that may cause actual results to differ materially from
potential for creating additional shareholder value through exceptional expected results described in forwardboking statements include, but are
sustainability performance, r emai ni moglimted normiatket eahditibns, thk cabilitygof ther @dmpanydte rajgea r t
advocate for improved sustainability performance and the anticipation financing; and the possibility of cost overruns or unanticipated costs and

that it would proceed with certain plans, activities or achieve certain goals. expenses; as wel |l as those risk fac
Generally, these forwardooking statements can be identified by the use of Annual I nformation For m, Management d
forwardd ooki ng terminology such as otolporn edi sal 6 sur esdhhedwmeads&, avail abl e
dOanticipateso, ocontinueso, 0 e x p e c thsp/wvonsedar.dom.eTherercantbe ne agsweande that sudhi satenentsp e ¢ t «
o0schedul ed¢, otargetedo, opl annedd,wil prove tHe eadcurateyas actual results and faturé evenis oould differ f S L
words and phrases or state that ¢ e mmateridllp fraanc thoseo anticipated vnesndh sstatenrentsr 8ughu fortvasd 0 ma
ocoul dé, owoul do, omi ght 6 or owi |l | lodkiegéstatementsd havel Heen rpovided bfer Ghe fpuapose nof assisng ¢ h e «
resul t, owi | | occur 6 -looking statersentsaazeh i eved ést drogy wiam dunder standing the Compal
subject to known and unknown risks, uncertainties and other factors that not be appropriate for other purposes. Accordingly, readers should not

may cause the actual results, level of activity, performance or place undue reliance on forwardooking statements. Avalon does not
achievements of Avalon to be materially different from those expressed or undertake to update any forwardooking statements that are contained
implied by such forwardooking statements. Forwardooking statements herein, except in accordance with applicable securities laws.

are based on assumptions management believes to be reasonable at the

All currency in this Report is in Canadian dollars, unless otherwise noted.
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President & Message

Wel come to Avalonds third
where we report on our annual health, safety,
environmental, social and governance performance. As the
Company grows, we seek to integrate sustainability into all
aspects of our business and our strategic planning. We
have built a solid foundation to date and welcome your
feedback on this Report and our sustainability performance
generally. The theme of this Report isead. Collaborate.
Diversify reflecting where we are in the evolution of the
Company and the development of our advanced rare metals
and mineral projects.

Avalon has always been a diversified rare metals company,
offering shareholders exposure to a broad range of rare
metals and specialty minerals. While the spotlight has been
on rare earth elements and the Nechalacho Project over the
past few years, we have been quietly advancing our other
projects, notably East Kemptville and Separation Rapids. In
both cases renewed activity in 2014 was in response to
circumstances which have created opportunities to bring
new supply to the market. This Report provides more
information on these two promising projects than in past
years due to this increased activity.

During fiscal year 2014, our Nechalacho Project received its
Environmental Approval from the federal government; we
secured initial land and water use permits and entered into
a rare earth refining agreement with Solvay, who is a global
leader in rare earth refining. While market demand for rare
earths is currently depressed, we remain committed to
bringing the Nechalacho Project into construction in a
sustainable and sociallyesponsible way and we continue

to build relationships amongst consumers around the world
that will ultimately need a new supply of these critical raw
materials.

In 2014, Avalon secured access to the East Kemptville mine
site to complete a small confirmation drilling program on
the historic tin resource. With a new NI 4301 resource
estimate in hand, Avalon is completing a Preliminary
Economic Assessment to confirm the business case for
advancing the East Kemptville Project into the Feasibility
Study stage. The East Kemptville Project offers an exciting
opportunity to reactivate a closed mine site and apply the
latest operational technology and environmental best
practices, to minimize future environmental impacts. We
have already commenced community engagement to

a n mitiatela coBabarative procesb i

toward making reactivation of
this historice
winwi né for the
the environment and Avalon.

We also continue to advance
industry collaboration and
education by being an active
member of the Canadian Rare
Earth Elements Network,
informing government on the
rare earth business to assist
with regulatory policy
development and speaking at
industry meetings and conferences. | am proud that Avalon
has continued to be a leader in the rare earths space and is
often asked to proactively engage with industry and
academia to inform the broader community about the
opportunities the rare earths offer to Canada.

President &

We are vigilant about
successes and challenges. This keeps our Communities of
Interest informed, while holding ourselves accountable. We
also believe in being as transparent as possible regarding
our progress on reaching goals and objectives. This past
year, while working within a volatile and unpredictable
capital markets environment, Avalon reached many of its
goals and continues to work towards reaching others. This
progress is discussed in the Tracking our Performance
section of this Report starting on page 31.

| believe that there is significant potential for creating
additional shareholder value through exceptional
sustainability performance and we hope that the
responsible investment community will soon begin to take
notice! We anticipate that our Communities of Interest will
recognize the value of high performing sustainable
companies. We remain committed to doing our part in
advocating for improved sustainability performance across
the entire natural resource extraction sector.

Thank you,

rac

Donald. S. Bubar

reportin



Vice President

I am delighted to present t
Sustainability Report and | am proud to say we
accomplished most of our key goals and put new initiatives
into action during the reporting period. We remain
convinced that sustainable operations add value for our
partners, investors, financial institutions, Aboriginal
organizations and governments, local communities,
governments and to the clean technology industries that
will use our products.

| am pleased to report that for the first time since we began
reporting recordable injuries, we were recordable injury free
during the reporting period. We did not have any lost time
injuries or injuries that required medical aid, despite work
being completed under difficult winter conditions.

A big step towards advancing sustainability leadership at
Avalon was the shift to the new Global Reporting Initiative

G4 standard one year ahead of schedule. G4 reporting asks
companies to examine sustainability not as a bephecking
exercise, but as a process in which we report on the issues
most material to the Company and it€ommunities of

Interest and communicating those issues first and foremost
throughout this Report. You
structure differs slightly f
reports for that reason. The inclusive process, involving the
full management team, our independent Sustainability
Advisory Committee, an external sustainability audit and

other resources, have helped to further cement and grow
our Companyds sustainability
we determined the material issues which form the basis of
this Report can be found on page 7.

As we advance Avalonds proje
opportunities in all areas of sustainability. This includes
ensuring we have everything from adequate financial and
personnel resources to the advanced environmental,
health, safety and community management systems that
we will require in construction. Pending adequate
financing, advancement in these areas is anticipated to be
a key focus next year.

It ig ounhopk that byo n
reporting on the
Companyds
sustainability
practices, we can
demonstrate the
benefits these
practices bring to our
business. A safe site
has happier and

more efficient
employees, with no
unwanted and costly
downtime related to
accidents. An
environmentally sound site has faster and cost effective
permitting and avoids costly environmental cleanups.
Proactive community relations garner support for projects
and avoid delays or losses due to community
dissatisfaction. A solid risk management program supports
all levels of the organization. Sustainable projects are
simply better managed projects which provide significant
financial benefits.

may find that this Reportds
it akes aAeara 1o develfop thi® Regoi. | vaeouldl like2dtHadk
Aval onds Board of Directors,
Committee, senior management and employees who
worked so diligently to prepare it. This Report is but one of
the many initiatives that helps Avalon lead the way to

Mark Wiseman,
VP, Sustainability

sustairialilelandeprofitaBle progluctiph. anat i on of
So please read on.
Sihcerely, we f ace chall enges and

it

Mark Wiseman




About Avalon

Avalon Rare MetalsInc{ 6 Aval on6 or t he opGtentiaplacatipndor tha rafinesy. However, in March 2014,

Canadian mineral resource exploration and development
company that owns six projects across Canada, all
representing opportunities as viable sources of rare metals
and other specialty mineral products.

Active Projects

Nechalacho Project

Aval onds flagship project co
Rare Earth EIl ements Project
deposit is located at Thor Lake, Northwest Territories

(ONWTO6) and is exceptional i
economically important enrichment in the heavy rare earth
el ements (OHREEO). It is the

opportunity for enhancing shareholder value, relative to

Avalon announced it had reached an agreement with
Solvay, the worldés | eader in
committed to refining REE precipitate from the Nechalacho

Project at its refinery in La Rochelle, France. This

significantly reduces technical risk and timelines associated

with commissioning a new refinery, which makes the project

more attractive both to endusers seeking reliable new

suppliers and investors. See page 29 for information about

this strategic agreement.

ntinues to be the Nechal acho
Easnléeniprvill@aRRraject Pr oj ect 6) . The
Aval onds Easd ndempt Pirolj @ecTi f 0
KempsvlI htgePsbfpecaddy tbelocat e
Scotia and includes the pasproducing East Kemptville tin

miHeR |k May P01 4 Avalqn erdeved idte an agreemegtiwigha t e s
the surface rights holder to secure access to the land for a

other rare earth el ement ( 0 R EoRfibmatiop drilbgrogranm neededTohtke Chinepanly | a c h o

Project remains the leading large HREE project in the world
outside of China. The Nechalacho Project, as currently
planned, incorporates three geographical sites:

Mine site:at Thor Lake, consisting of an underground mine
and paste backfill plant, concentrator and tailings
management facility, site utilities and infrastructure
including power plant, accommodation, airstrip and dock
facilities.

Hydrometallurgical plantronsisting of the kiln, leaching
plant, waste management and ancillary facilities. The
ongoing assessment for the plant location will, among other
economic benefits, consider the added value of minimizing
the distance, risk and cost of key reagent transport. Initially
Pine Point, NWT was cont empl
Feasibility Study as a potential location for the
hydrometallurgical plant. The Company has also considered
Geismar, Louisiana as a location. However, due to a
potential change in a suite of reagents needed that would
require long transport distances to the NWT or Louisiana,
land options in Saskatchewan and Alberta are now being
considered.

REE refinerya solvent extraction plant for separating and
refining individual rare earth oxides. As discussed in last
yeards report, Gei smar , Loui

complete a 43101 compliant resource estimate of the
remaining tin resources. Avalon concluded this work in
September 2014 and disclosed the results on October 31,
2014.

Separation Rapids Project

At the Separation Rapids Lithium Minerals Project
(6Separation Rapids Projectéo),
Avalon is developing a lithium minerals (petalite) deposit.

The Company continues to receive new expressions of

interest in its unique petalite product from several potential
customers in the United States
test work during the reporting period successfully

demonstrated that a high purity petalite product can be

produced. Subject to financing, the Company will proceed

with gogstryciing endgrgonstrgfigrssaleppdugtion facility

in the Kenora area to produce trial quantities of the product

for potential customers and to demonstrate the economic

viability of the business.

Other Projects

Avalon presently holds three other properties in earlier
stages of development:

1 Lilypad Lakes, Ontario (tantalurzesium)
1 Miramichi, New Brunswick (tiaindium)
1 Warren Township, Ontario (calcium feldspar)

siana had been considered a
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Because little work was done on these other projects during

the past fiscal year, they are not considered material in this

Report. Note the Company made the decision to abandon

the Spor Mountain and Apex Projects in Utah due to a lack

of funding to support further work there. The claims were

dropped from Avalon6s project portfolio in order to focus
resources on more promising projects.

Corporate Information

The Companyds corporate headquarters is |l ocated in
Toronto, Ontario. At the end of Avalondés 2014 fiscal year
August 31, 2014, the Company had 18 permanent

employees.

Avalon is a publiclfraded company with common shares
listed on the Toronto Stock Exchange (TSX: AVL), on the
NYSE MKT (NYSE MKT: AVL) and on the Frankfurt Stock

Exchange in Germany (FRA: OU5). The Company®6s mar ket
capitalization as of FY2014 yeaend was approximately
US$55 million.

Avalon has five wholly owned subsidiaries:
Avalon Rare Metals Processing Inc.
Nolava Minerals Inc.

8110131 Canada Inc.

Avalon Rare Metals Ltd.

Avalon Rare Metals Processing LLC .
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