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CHINA XLX CULTURE A B0 032k

We attribute our achievements and breakthroughs to our dedicated team
at China XLX. The team is committed to uphold the vision with integrity,
discipline and strong commitment.
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CHINA XLX DEVELOPMENT
STRATEGY:

“Adhere to Produce Good Fertiliser”. Explore
and appropriate develop new energy and new
chemical materials. Adhere to the competitive
strategy of combination of “‘combination of
low cost and differentiation” with the focus on
fertiliser industry. Based on the fundamental
conditions of “Henan, Xinjiang, Jiujiang”
bases, become market-oriented, follow the
development path with high standard, parks and
bases with special features.
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ABOUT THE REPORT

The Group adopts a business philosophy of “essence and sincerity” (2
FEZ 3 ), sticks to an enterprise spirit of “dedication” (A AR ZE), and
regards benefiting the society as its historic responsibility. It strives to
increase the income of farmers and efficiency for customers through
continuous innovations in products and services. It adheres to the people-
oriented concept, protects the lawful interests of employees, provides
a smooth career development channel, and builds a fair and sound
working environment in order to promote the growth of employees and
the Company. It follows the philosophy of sustainable development and
implements energy-saving and emission-reduction measures to achieve
green operation. It actively participates in community development and
public welfare activities and makes donations to fulfil its responsibility as an
enterprise citizen.

The Board of the Group supports the Company to fulfil the corporate social
responsibilities, and to bear all the responsibilities of the Group regarding
environment, social, management strategy and reports. The Board is
responsible for evaluating and measuring the Group's risk on environment,
society and governance, to ensure that the Group has established an
appropriate and effective environment, society and governance risk
management system, and internal supervision system. The management
team of the Group will provide confirmation to the Board on whether the
relevant systems are effective. The Group has established an ESG working
group which is formed by the core departments of the Group, consisting
of person in charge of each department; specialists are appointed to
commence the work on ESG management and reports.

The Company has prepared the “Environmental, Social and Governance
Report 2017 of China XLX Fertiliser Ltd!"in accordance with the requirements
of the Environmental, Social and Governance Reporting Guide. The Report
describes the concept and practice of sustainable development and social
responsibility of the Company from two aspects, being environment and
society, covering the period from 1 January 2017 to 31 December 2017. In
accordance with the requirements of the Guide, the Company has disclosed
the key performance indicators of the environmental aspects which cover
the two major production bases located at Henan and Xinjiang.
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Green Factory in Petroleum and
Chemical Industry 2017 Award
2017 FERMFME TIT 406 TR

ENVIRONMENT

The Company has been stressing environmental protection, energy-
saving and emission-reduction and comprehensive utilization of
resources. Bearing in mind the idea of green development, the
Company has been increasing its environmental investment and
persistently commencing works on technology innovation and facilities
upgrade. In 2017, the Group was honourably awarded the “Green
Factory in Petroleum and Chemical Industry 2017 Award”and "Ammonia
Energy Consumption Leader 2016 Award".

EMISSIONS

The Company has been in strict compliance with laws and regulations
such as the Environmental Protection Law of the PRC, Water Pollution
Prevention and Control Law of the PRC, Air Pollution Prevention and
Control Law of the PRC, Solid Waste and Environmental Pollution and
Solid Waste Prevention and Control Law, and the Interim Provisions on
Administration of the Discharge Permit. It has also acquired emission
permit legally, and formulated a series of regulations according to
the actual circumstance of the Company, for instance, Environmental
Protection Management Regulations, Environmental Protection Facility
Operation and Management Regulations, Integrated Measures for
the Management of Water Resources (for Trial Implementation), Solid
Waste Management Regulations, and XLX Energy Saving Management
Regulations, with a view to regulating and promoting the Company’s
environmental protection, pollution prevention and control, energy-
saving emission reduction works, so as to gradually promote
the institutionalization of environmental protection and achieve
sustainable development.
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Ammonia Energy Consumption Leader 2016 Award
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ISO 14001 Environmental Management System Certificate
ISO 14001 IR E IR R B EEE

The Company improves its environmental management level by
establishing an ISO 14001 environmental management system, and
conducts annual external audits and renews the relevant certificate
upon passing external audits. In order to strengthen environmental
management, the Company has incorporated its departments, plants
and branches into its environment management network and set out
the relevant environmental protection responsibility in view of their
respective duties.

The Group requires its subsidiaries to conduct environmental
protection facilities management, online equipment monitoring
and record maintenance, to ensure that the equipment are in good
condition and can operate as planned. The Company has specified
clear responsibilities for all units and departments. By effectively
implementing the regulations, the Company has ensured normal
operation of its environmental protection facilities and the discharge
of waste water, waste gas and other pollutants meeting the specified
standards. The Company actively adopts internationally leading new
processes and technologies and gradually uses efficient, energy-
efficient, low-polluting equipment, which has reduced energy
consumption and the emission of pollutants. All subsidiaries of the
Company have developed their own environmental protection
examination systems, and have conducted internal comprehensive
inspection, special inspection and hidden trouble investigation.
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1)

WASTEWATER DISCHARGE

For wastewater, the Company’s sewage discharge has been in strict
compliance with national, ministry, local, district, and enterprise
standards. All units of the Group have an effective control over
sewage production which has minimized the amount of sewage
produced. In addition, the Group has built sewage treatment
facilities, and has ensured the normal operation of environmental
protection facilities and wastewater discharge meeting standards.
The Company directly discharges water through clean ditches or
clean pipes only when the water quality meets the standard for
external discharge. All units at the Company have strengthened
outfall management, installed standard metering facilities to
conduct regular comparison and mandatory inspections, in order
to conduct standardized management of wastewater outfall.
The Company has set up online monitoring equipment at the
sewage outfall operated by third party companies to conduct
online continuous monitoring of wastewater discharge. The online
measuring data can be uploaded to national, provincial, municipal
and county monitoring platforms. The system will also measure
the indicators of wastewater through internal self-measurement
and measurement conducted by the environmental monitoring
departments of Xinxiang City and Xinxiang County.

In 2017, the Company controlled the impact of wastewater
discharge on groundwater and surface water in accordance with
the indicators of COD<40mg/L and NH3-N<4mg/L, which had
met the relevant standards. After treatment, the COD, NH3-N
and phosphonium contents of external discharge have met the
standard requirement. The current emission data are COD<35
mg/L, ammonia nitrogen<2 mg/L. In addition, within the year
2017, the Group's Xinxiang Company had further improved online
monitoring system for sewage, with a new automatic facility
for monitoring the total emission of phosphonium, which was
approved by Xinxiang Environmental Bureau.
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2)

AT.1 Emissions of exhaust and wastewater in 2017
2017 4F A1.1 BER LK BEILE

Emission
Wastewater Discharge Emissions (Tons) Exhaust Emissions (Tons)
RERBERK PErk & (W) BERHBER BErk & (i)
Volume of wastewater
REKE 3,339,983.0 NOx 384.15
COD 152.09 SO2 725
NH3-N 447 fume 755
&=
EXHAUST EMISSION 2) BERBE

The exhaust emission of the Company shall meet national,
ministry, local, district and corporate standards. In order to meet
the emission standards for fume, SO2 and NOX, all boilers of the
Company are equipped with dust removal, desulfurization and
denitration devices, and online monitoring devices are installed
at boiler outlets, which are operated by third party companies,
with monitoring data uploaded to monitoring platforms at
provincial, city and county levels. The Company is also equipped
with manual monitoring instruments to conduct monitoring as
scheduled and is subject to quarterly monitoring and comparison
by environmental protection authorities to ensure the authenticity
and validity of online monitoring data.

In 2017, the Company conducted exhaust emissions in accordance
with the standards of SO2 <35mg/Nm3, fume<10mg/Nm3
and NOx<50mg/Nm3. In response to the government’s call,
the Company made further renovation on the techniques and
facilities of furnace flue gas control, including using bag and wet
electrostatic precipitator for duct removal, adopting desulfurization
and dust removal integrated device for desulfurization and
SNCR technique for denitration. The renovation of techniques
and facilities meets the standard of extremely low emission; the
existing actual emission data are SO2<25 mg/m3, soot <5 mg/m3,
NOx<40 mg/m3, respectively.
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In a bid to further control the Company’s emission on gas stack
and granulated tower dust and strengthen the Company'’s
environmental responsibilities, on top of implementing
stricter “Enterprise Standards’, the Company has enforced the
“Responsibility Scheme for Tower Director and Chimney Director”;
each factory director shall be the one responsible for his own
factory’s emission, and the one who reports regularly on the
emissions, which shall be recorded in his annual performance
appraisal.

WASTE DISCHARGE

The Company classifies wastes according to local standards and
reports to competent environmental protection authorities on
the types, production, flow, storage, disposal and other relevant
information of major industrial solid wastes in accordance with
the requirements of China’s industrial solid waste declaration
and registration system. It stores solid waste at proper location or
delivers them to qualified entities for incineration, compression
and other compliant treatments.

+ HARMLESS WASTE

The Company’s major harmless wastes are furnace slag, fuel
ash, vaporised slag and filter cake respectively. In the disposal
of harmless solid waste, the Company gives priority to
internal recycling, and solid waste which cannot be recycled
for internal use will be sold or disposed of. For solid waste
to be disposed of, the Company classifies them according
to their different metal contents, specifications and models
and degrees of waste and sells them to qualified entities in
compliance with the regulations. It follows up on the waste
transfer processes and results to prevent the impact of waste
on the environment.
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Emissions and Intensity of A1.3 Hazardous Waste and A1.4 Harmless Waste in 2017
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Waste Discharge
BERM B

Emissions (Tons)

Bk (W8)

Intensity (tons/million tons
production)

PR (W / B Em)

Harmless Waste
EEREEY)
Hazardous Waste

BEBEEY

496,072.8

894.2

RELEDY —F

1,179.2

2.1
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«  HAZARDOUS WASTE

According to the List of Hazardous Waste, the hazardous
wastes generated by the Company mainly include waste
catalyst, waste oil, fuel oil and alkylated waste, for which the
Company has in place corresponding internal and external
disposal measures. Entities of the Company develop the
rules for the site, volume and time of storage of hazardous
waste and regulate labelling based on their features and
external factors. In light of their own economic and technical
conditions, industrial solid wastes are recycled for re-use, and
qualified hazardous waste treatment entities are appointed
to conduct daily transfer and ensure proper disposal of waste

without increasing environmental burden.

Regarding hazardous waste for internal use, the Company
requires treatment or recycling facilities (equipment) with
mature technology, qualified operators, normal operation of
key equipment, clear records of material consumption and
finished goods (semi-finished goods), and that the risk of
secondary pollutants should be lower than the original waste
and be effectively treated. The Company timely reports to
or files with competent authorities once their conditions are

ready.

Regarding hazardous waste for external use, the Company
strictly implements the relevant national administrative
licensing requirements and conducts bidding in accordance
with its established procedures. The Company also manages
the five forms in strict compliance with the requirements of
the Management Measures for Transfer Forms of Hazardous

Waste.
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4)

GREENHOUSE GAS EMISSION

In 2017, the Group proactively responded to the "Carbon
Emission Permit Trading”arranged by the National
Development and Reform Commission of the PRC,
participated in greenhouse gases verification and training on
market capacity of carbon trading organised by provincial
and municipal comittees and signed “Four-party Cooperation
Agreement on the Demonstration of Carbon Emissions
Management in the National Carbon Market(Z x5
NE D ERBEUE TR R 8 T2 5 & B E) "with China
Emission Exchange, Henan Yingtan Environmental Technology
Co,Ltd. (AR BIIRRE M B BR A ) and Henan Provincial
Petroleum and Chemical Industry Association, which have
been collectively taking constructions of carbon emission
forward and demonstrating the control of carbon emission in
the industry. All entities of the Group proactively collect data
on emission of greenhouse gases to fulfill the requirement of
the government’s greenhouse gases report.

As the major emission entities, Henan XLX Fertiliser Co., Ltd.
and Xinjiang XLX Energy Chemicals Co. Ltd. receive inspection
on carbon emission annually by investigation agency
authorised by government. In view that the inspection time
is later than the publishing time of the annual report, the
data of greenhouse gases emission in 2017 is therefore not
in a position to be disclosed in this Environmental, Social and
Governance Report. To ensure the accuracy of data, the Group
herein discloses the data of greenhouse gases emission in
2016 which was verified by the investigation agency; the data
of greenhouse gases emission in 2017 shall be disclosed in
the subsequent report after verification.

A1.2 Emission and Intensity of Greenhouse Gases in 2016
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Emission Intensity

Emission of Greenhouse (tCO2e/Tons product)
Gases Emission (tCO2e) Total Emission (tCO2e) BRZE
AEREHERK HEL & (1CO02e) B4 & (1C02e) (tCO2e/MEE M)
Direct Emission (Aspect I) 6,665,731.7
HEER(FEE—)
Indirect Emission (Aspect 1,140,662.6 7,806,394.3 1.6
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A2 USE OF RESOURCES A2 ERER

The Group strives to make full recycled use of resources in all aspects REE N KEZFEREG T BERAA

and maximize energy and water saving. In order to comply with the BIR - & AREMETREE K - BEH

relevant energy laws and regulations including the Energy Conservation (PEARLMBE L LIREINCE R

Law of the People’'s Republic of China and the Management Measures g BRI Re BB I E ) SR A

for Energy Saving at Key Energy Consumption Entities (22 24 FA B 883z 1$/j£'fﬁ PG == Tmm

ENREEIBIE), to strengthen energy management and to improve BERMARE - AR 7$E?J€,\ﬁf%|

energy efficiency, the Company has developed regulations and rules %'JE TOLBLAREKRERE E i‘ﬁ

including the XLX Energy Saving Management Regulations and the E>>&<<*ﬁﬁ*ﬁ%1t%ﬁ?ﬁ?ﬁ(Eﬁﬁ»

Integrated Measures for the Management of Water Resources (for Trial ZHEHOL - BREEREM EAIT

Implementation). It aims to adopt measures which are technically ,Z&‘@J:/\E!iﬂﬁéf&iﬁﬁﬁgﬁmTﬁ

feasible, economically reasonable and in line with the requirements of ORABEREBA - @1 - INIEL

environmental protection measures, to reduce the loss and waste at ﬂ] HEESERSMNEBELAMEE &

various aspects including acquisition, storage, processing, conversion MEBEEHFIAKMEEIR

and consumption of energy and to use water and energy more

effectively and reasonably.

1) ENERGY CONSERVATION 1) EIREER
The Company has set up an energy conservation leading group, RRRRILTERETIERE /N
with general manager acting as head, and also a three-level B BReEKEBEfER WRIA
management structure at the headquarters, plants and workshops, Al oH - BEE=ZHF f? &1
which defines clear functions and responsibilities for each entity AR R E IR B B EL A
and personnel during the energy management process and EMBE  BESICEREER
incorporates systematic energy management into daily operation. AB® I{/E‘:F' RiZzd ﬁﬁ EEN a4l
The Company has also adopted a number of methods including * BEEFEHIM - e
energy balance table, energy balance analysis, and equipment mE&#R |§Ea¥{§v7\if§ﬁ>\£ r B
energy efficiency analysis and compliance evaluation to identify x5 ﬁﬁm BIELH - EEREE

RENMESTEEAENEDR
MEFLRMRE o NQBMKIE

the advantages and problems of the energy
management, key energy consumption equipment

ST

and system of plants. The Company has established ) W, GB23331#E I T LR E 12 88
kw2 3 E E

an energy management system in accordance 8 mAR 1.‘115 % WiBAIINPEE EZ

with GB23331 which is inspected and approved by s REE ©

FRLE LA R T
external supervisory body. L

EARRERTAUA
AT 233312012080 sum 1011
L m.auu un { T

In order to improve the efficiency of enterprise = T e RIEEDEERAABE -
energy use and accelerate the integration of = "™ LS S == MR T EAFEF ,_\TIS 7 &l

industrialization and informatization, the Company B ARRIBRREREES
has developed an energy management centre DR REIEE - ffu:%ﬁ'ﬂ
demonstration project, which monitors the inlet B %A F BR 48 % R AR
main pipe at energy stations of the Company for ENAS B K KERER BE R Ut

electricity, steam, compressed air, hot water and ~ GB23331 Energy Management [ & ¥ 1 E'{L/E'J ' fht% A

water and its internal energy, in order to achieve .- SVSt%méegjtﬁ‘ffa\t:w R il Hb/ﬁﬂj{ﬁL’anﬁ = AR
efficient use of energy. HELIREY = W A
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Each year, the Company allocates special energy-saving funds
to conduct energy-saving technological upgrading projects as
scheduled and based on the order of priority, accelerates the
elimination of old techniques technologies and equipment with
high energy consumption, encourages to introduce advanced
foreign energy-saving technologies and develops, promotes
and applies new energy-saving technologies, new technology,
new equipment and new materials, for instance, approximately
RMB200 million was invested in implementing approximately 20
large-scale energy-saving projects, among which the Urea Energy
Balance Optimization Renovation Project (fR Z 82 FEE L ck
FEEE), in which RMB 24 million was invested saves 18,000 tons
of standard coal annually.

All'units of the Company strictly follow the national and industry
standards for energy consumption limits, and the efficiency of
power consumption equipment is measured on a regular basis
to ensure economic and reasonable power consumption at all
units. All units of the Company regularly inspect their own energy
consumption, implementation of energy-saving measures, energy-
saving assessment and review of fixed assets investment projects
and implementation of industry design standards to timely stop
and deal with illegal wastage of energy. The Company regularly
organises energy conservation publicity and education activities
to actively promote energy-conservation principles, policies, laws,
regulations, standards and energy-conservation knowledge, in
order to improve the awareness and concept of energy-saving
among all staff.

A2.1Energy Consumption and Intensity in 2017
2017 F A2 BERBREE R TR
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Consumption Intensity

(MWh/Tons Product)
Type of Energy Energy Consumption Total Consumption (MWh) EREZE
BEIR AR B BERHEE REFEHE (MWh) (MWh/ B ZE @)
Fuel 855,180.0 Tons &
BREHE
Raw coals 2,755,602.7 Tons W8
JRAHEE
Diesel Fuel 927.2 Tons I8 22,364,713 53
e
Gasoline 4240 Tons I8
i
Electricity & 2158202 GWh &
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SAVING WATER RESOURCES

The Company strengthens its water-saving management and rational
use of water resources, in order to build a green energy-saving
enterprise. The Company has set up an integrated water resource
management committee, who is responsible for setting annual water-
saving targets, indicators and incentive measures, and also accountable
for information collection, technical reserve, project implementation,
optimisation and transformation, personnel training, research activities,
supervision and inspection relating to water saving management.

The Company monitors the water resource management at all plants,
and according to the overall requirements of the Company, converts
water resource cost from “management expense” to “production cost”
and allocates the cost to each water consumption unit in order to
stimulate them to play a subjective role, strengthen their enthusiasm
to save water and improve water quality management and primary
water use efficiency. The Company arranges regular water-saving
training to encourage employees to actively save water. The Company
encourages the comprehensive utilization of various water resources
in chemical industry parks and living areas, and increases incentives
for water conservation units. In order to improve the recycling rate of
water resources, the Company has adopted the water reuse and urea
process condensate to improve water consumption efficiency.

A2.2 Consumption and Intensity of Water in 2017
2017 FF A2.2KE)EREE MBS
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Type of Water Consumption of Water (Tons) Intensity of Water Consumption
KB R HEFEE (M) (Tons/ Tons Product)

JKFEIREE (MR / WA )
Water 8,163,779 19
2
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The Company manages and prepares comprehensive statistics on the ZAN/NESTE SRR Mﬂﬂ’]@ﬁﬁ LTTE

consumption of packaging material, to control the consumption of ARG NERE  REPEMH
packaging material and reduce wastage. B B ﬁé‘%ﬁﬂﬁ'\]&% °

A2.5 Consumption of Packaging Material and Units Product Volume in 2017
017 FASBEMBNAERBNERGE

Type of packaging material Consumption (Tons) Units Product Volume (Tons/
BEMEER SHFEE (M) Million Tons Product)
BUEmMLE (M/ BEER)
Sack 6,692.7 159
A3 ENVIRONMENT AND NATURAL RESOURCES A3 RIEN KRER

The major environmental and natural resources impacts of the RNATHEEIRIEN KARE %;g@
Company include exhaust and wastewater discharge, water resources HEREEEKEER KERERE
and energy consumption. The Company pays much attention to the BOEE c AN A EEREBES AR
impacts of its operation on the environment and natural resources Lﬁmiﬁiﬁﬁiﬁsﬁ/ﬁgﬁiﬁ [=SvEay
and has in place a targeted environmental management system REBEERMNMERERE
and energy management system. The Company has established %!Jm@&iﬁﬁggﬁIglé;ﬁi%u((@\@
relevant management rules including the Environmental Protection DA RIE AR E IR R TE ) HEE IR
Management Regulations (GRIIREE IEFIE) and the XLX Energy FWERIMBER  BAORBERKRAE

Saving Management Regulations (LyE/ DA RIENAIBERE B IR E) to R E -

enhance management and reduce the impacts on environment and
natural resources.

B SOCIAL B #E

While pursuing economic performance, XLX also highly values the IONVE NN B B SR 25 89 [B) B -
performance of corporate social responsibilities by protecting the SEERIMEHSSENEIT  HE
interests of stakeholders including shareholders, employees, customers, G- BT B i fmiRgeE
business partners and the community as a whole, honestly treating HEeEERFFZE HEHFHERD -

suppliers, customers and employees and leveraging its professional ZEEMARIET r JAEEEDIRS
advantages to improve the efficiency and quality of implementation. HITHEME = IH—;J:"Efﬂi@EE
It also combines the performance of social responsibilities with the BRSO ENERSESERESRERK -

improvement of its long-term competitive advantages.

hECED —T—HFRE - LekERwmE 13




B1 EMPLOYMENT

XLX regards employees as its most valuable assets, implements a
“people-oriented” principle in production and operation, staff training,
labour security, compensation and benefits and “five types of social
insurance contributions and one housing fund contribution’, and cares
for the work, life, health, safety and career development of employees
comprehensively and in multiple forms. It strives to build a harmonious
and win-win labour relation to promote the common development of
the Company and employees.

In accordance with laws and regulations including the Labour Law
of the People’s Republic of China and the Labour Contract Law of
the People’ s Republic of China, the Company has developed the
XLX Personnel and Labour Management Regulations (A3 /0\A &)
AE - BEEEMTE ) to effectively ensure that employees enjoy
their labour rights and perform their obligations in accordance
with the law. The Company has also set up a human resource
development and management system consisting of talent planning
and recruitment, staff training and education, performance appraisal
and motivation, employee compensation and benefits and employee
career development in order to effectively promote the common
development of the Company and employees. The resignation and
dismissal process of the company's employees strictly complies with
relevant laws and regulations of the country, to protect the legitimate
rights and interests of employees.

1) PERSONNEL RECRUITMENT

The Company implements unified personnel planning and
recruitment selection. It recruits talent through multiple methods
including online recruitment, campus recruitment, special
recruitment and large job fairs, and conducts comprehensive
evaluation and selection of external candidates based on job
requirements and standards. In the recruitment process, the
Company has been in strict compliance with relevant laws and
regulations, candidates are treated in a fair and equal manner
without regard to their nationality, sex, colour, age, family
background, ethnicity, religion, and physical status.

14 China XLX 2017 Environmental, Social and Governance Report

B1 1EfE

M BELARRELANAREZNY

EEF&% ;It - BITR

- FEF - —% | BWmER
Etﬂsjﬁ MM%NE% £l
i ZAEMEOE T IIEAE -
ERTEHBERR ‘%Mﬁ@%ﬂ
O ERNSEHEE - UEEQRR
EI%AH%E°

RARMRBChEARKNBELEE)
FCREARKFBE LB S RE)EE
BERGIE TCOELRARASE -~ 455
EIRRE) WREE THROEZH 48
BAMNMBETEHER - ARRIEREL
THAZTHREEFE - B TEIIEK

BB R - B THMETE
M BIREFEERSBEOAN
BRAZEEERS ﬁxﬁ{ﬁiﬁm%
HETHHRAZER AAFE TR
B AR R R E BRI BT B ABRE A
ZR - REETHE AR ©

1) AEHRE

KRaBERG—MABRE LA
EED - RARGTEE  RER
B2 BEISHE 7&’*”% Befs
BAXERAT  L2RELE
B E KM IR L - HINEBRERS
ABEITEHRE RN EH RN
Ao RRIEREREDR  BRIZE
REREEERE  EH - THE
MR -BE Fk RES
= Eﬁ%g}n)b‘j—%( GBxE

FRAESF BFALE S AF
FERA



2) COMPENSATION AND WELFARE 2) FEER
The Company has set up a fair and equitable, multi-level, KRBT ARFERILE 57
multi-type compensation incentive system, subject to annual R~ 2 $R Rl B Fr B R D B8 %
adjustments. The Company has a broad band salary plan, with FHERFETHAE - ARA] E’J%’r@ﬁ
position stated vertically, and salary level stated horizontally. FRRBESHM #mEH
Under the circumstance of unchanged position and job level, the L EMESFHH  BEEIR
remuneration packages can be increased by raising the salary RERRAKBERR  EEULT
level, with reference to the employee’s capability and performance, ﬁz BETEMNBERT  AJAB
reserving larger development space for staff, in a bid to encourage BIRFAFRRE IﬁﬁL y=3=|
employees with strong performance and stimulate those with ITHERBERANZER - M
poor performance. BN - HER: ??:E’JT/EFH
LEFHHEFER

Compensation and Welfare System

Fixed income(basic salary), variable

income(performance pay/sales incentives/unit

D pay), subsidies / allowances etc

R T AR RN EATE) - BHBAN KT L/
ERKGETHIE) ML 2E

Position salary

General Manager and Deputy General Manager

Direct Various types reward, various types of incentives, year-end
compensation of bonus bonus etc

EEHH £HES wEREREDES  SERDHES -
L

Medium and Middle and senior level year-end bonus
Compensation long-term incentives MRS B R ALF

structure & 2 ED

AR

Insurance, provident fund, training and promo-
tion opportunities, annual dinner, mid-autumn
welfare, birthday gifts, union member gifts, meal
allowances, housing, kindergarten , free shuttle
bus, free physical examination,
tourism,community activities, labour protection
clothes etc
R - AES - HFllRAKSE  FE& - BRI
B - £RRY  ITeg88Y 28 F
B HREE - RBNE REER - REE
R HEEE)  BRIKS

Indirect Various types
compensation of welfare
RS HIRAEH

Adjustment and Increment

/% - 2
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WELFARE

The Company provides endowment insurance, unemployment
insurance, medical insurance, industrial injury insurance and
maternity insurance contributions to employees in a timely
manner, distributes gifts and shopping cards on holidays including
the Spring Festival and the Mid-Autumn Festival, cooperates with
large hospitals to provide regular free physical examinations to
employees, issues meal subsidies and provides accommodations.
In 2017, the Company stepped up its efforts on staff welfare,
launching two caring acts including an increase of supplementary
medical insurance, and an increase of the proportion of provident
funds to 8%; on top of that, a caring retirement plan was
composed, expressing the Company’s care to the retirees from
both living and service.

INCENTIVE MECHANISM

In order to promote and encourage innovations, the Company
has established a diversified incentive mechanism and set up a
number of awards and titles such as management innovation
award, technical innovation award, QC achievement award,
reasonable recommendation award, year-end bonus, safety risk
fund, cost award, production volume award, model worker award,
moving XLX award, and excellent staff award. In addition, the
winners of the model worker, moving XLX award and the first and
second prizes of management and technical innovations will be
awarded tourism opportunities.

China XLX 2017 Environmental, Social and Governance Report
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5)

PROMOTION AND DEVELOPMENT 5 BAHE#RE

The Company’s position system has established standard RN A HY B B8 5 R AR 2 A AT
requirements for the name and rank of positions and their FroEEVE T & - W T¢H
promotion paths, and also composed a series of assessment EERHEREAIE) (I8
schemes, for example, the Measures for Selecting and Appointing RimABBBEMESS REEN
Cadres at the Grassroots level (FREEBEELEHT AIEL), the FEYCBAIES M EIAE

—RIERFERE - BF - K
NAEHFEE TN TIEREANL
BRED  RHEUBE &8

Measures for the Administration of Recruitment and Hierarchical
of Engineering Technicians (T2 iT A B BISIEE D AR E 12
#5K), and the Measures for Grading Assessment of General Work

CBRAIED WELEIE). The Company assesses the employees’ i 8 TRHEQAFAMTFFEIR
working performance and potentials on a regular basis annually, BEF#E - ARA) B ATA B

and also provides recruitment competition, to offer open and RBEBEXRED REERE - Bt
fair training and promotion opportunities to employees. The BE MERE BERABHEEZ

EBERERR  SBREZHE

AIRNEITIRE ©

current promotion path of the Company can be divided into five
paths, namely management, technical, sales, professional and
operational; employees can be transferred among these five types.

Chairman
B8R

General

Manager
BIgE
o Senior
General
Management Senior Expert Engineer
El#a EHRER T iZAN

A55|stant to

%@EB}JE
Director/Plant
Manager

e BR

Manager/
Associate

Director-level

Director-level Sales Expert
EETEH Se“'ogfgy HEHR

Manager Specialist
|
@EQE]@ FERER DSi:in Experienced
o= Business Senior
I;i:yﬁ S3 \ Manager Tichnician
; BIREBHE = AR
Englnener =
Supervisor- i%llkﬁm
Supervisor Assistant
T level Specialist - Safel
TERER Engineer En |neyer Senior Technician
B}JEQIEEW B;fJ};ZZ%I Business AP
1260 __Manageri
Specialist/ Spemallst Wﬁ&iﬁﬁ Level 3
Leader Worker
E g e =H/T
Business Level 2
S1 Manager Worker — 4%
LR T
Level 1
Worker —#&
T
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NN ON ZONZ7ONZION ZON ZON ZON ZION ZON ZON ZON Z7ON ZON ZON ZON Z7ON /7O /ON /O
(LX) (X X AR XD AT A LA D AT XD XD AT XD XD AT A XD X A (XD XA
6) CARE FOR EMPLOYEES'LIFE 6) BEETAE
Employees are the driving force and source of enterprise BIRMEEERNSHAMIRER -
development. As such, the Company fully considers the needs Bt ARIRDERBIFR
of employees and provides them with care and support by Frzfa TR e - LT &
founding a Life Committee, organizing various activities and ELZEE® REIHBEEZY

providing them with convenient living facilities. The Group has
formed a variety of activity mechanism with the characteristics
of XLX in light of the situations and production of the Company,
mainly including model worker
travel, technical competitions,
reasonable proposals, knowledge
contests, annual military training
and march, workers ‘sports games,
thanksgiving week, helping poor
workers, team building experience
exchange and the Spring Festival
party. In 2017, the Company
commenced a series of staff caring
activities.

2017 FEREMREE)

B2 HEALTH AND SAFETY

In order to protect and improve the working environment and
safeguard the safety and occupational health of employees, the
Company has been in strict compliance with laws and regulations
including the Labour Law of the People’s Republic of China, the Safe
Production Law of the People’s Republic of China, the Law of the
People’s Republic of China on Prevention and Control of Occupational
Diseases, as well as its internal rules including the Occupational Health
and Safety Management Procedures (BB RZ2EIRIZT ), and
the Emergency Plan Management Rules (A RIEZTEREIERITE).
It has effectively implemented the OHSAS18001 occupational health
and safety management system and continues to improve the working
environment and working conditions for employees in multiple areas.
The Company also strives to build a good working environment
through daily inspections and supervision, annual internal audits,
management reviews and external supervision. In addition, the
Company cooperates with DuPont and introduces DuPont’s safety
management model to comprehensively improve safety management
and control with its advanced safety culture and concepts, which has
actively predicted and coped with potential negative factors in the
operation of the Company.
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Model workers visited Aerospace Expo in 2017
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SN ON ON ON ZON 7N 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON /0O /1
DX DX IDX X IDCX DA CX DX IDUX DX DX DX DX IDUX DX DX DX DX DX IUX D
1) OCCUPATIONAL HEALTH AND SAFETY MANAGEMENT 1) ZEEEHEBERE

SYSTEM

The Company implements production safety responsibility system.
The Company’'s management at all levels have entered into safety
undertakings, and letters of production safety responsibility are
also signed at all levels to fully increase territorial management
awareness and sense of responsibility, ensure safety and health
of workers during the production process and fully improve the
safety management of the Company. The Company protects the
production safety by continuous safety supervision and daily
inspections. The forms of daily inspection include company-level
cross checks, Team self-examinations, comprehensive workshop
safety inspections, routine inspections by safety sections at
each plant, and special inspections. By improving emergency
response system, the Company has established monitoring and
early warning, and alarming facilities. The Company continues to
improve its emergency rescue capability through improving the
emergency response system, enriching the emergency drill mode,
building emergency response capacity evaluation mechanism and
establishing fixed management model for emergency team.

In 2017, the Company built safety instrumented system in
major hazardous zone at each plant, in accordance with Interim
Provisions on the Supervision and Management of Major Hazards
of Dangerous Chemicals. The production equipment was able to
stop operating under abnormal situations, preventing accidents
from happening. In addition, the Company completed inspecting
the production operation room, and confirmed 61 renovation
projects, including relocation of operation room, increase of
emergency channels, partial steel protection wall, and pasting
flaming proof, within this year.
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On 6 August 2017, safety meeting and
inspection activities were arranged

2017F8A6H » R AFWMEAHE L

On 20 June 2017, a company-level emergency
practicing activity related to hazardous
chemicals were undergone

2017F 6 H208  EERFAERILESR
EMEZIEREE)
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The Company maintains fire-fighting facilities and equipment
in accordance with the standards, sets up fire safety logos and
conducts regular inspections. The Company also carries out
fire safety publicity and education and organises emergency
evacuation drills in order to regulate and improve fire safety
management and protect its production safety. Each year
the Company arranges occupational health examinations
for employees with exposure to occupational hazard factors,
conducts occupational health monitoring in the workplace and
publishes the monitoring results. To manage occupational hazards,
the Company has maintained occupational health records and
individual monitoring records.

SAFETY CULTURE DEVELOPMENT

The Company pays attention to the publicity and training of
safety culture and the improvement in the safety awareness of
employees: the company-level Safety Principles were established
as the basic principles and highest creed of the Company
in production safety and the basic attitude and belief for all
employees in relation to safety. In 2017, the Company has also
formulated General Safety Requirement and Provisions on the
Supervision and Administration of Labor Protection Articles,
to regulate the employees’ safety from multi-dimensions.
Furthermore, the Company has set up a publicity and promotion
mechanism, establishing and improving a company-level safety
publication, and consistently promoting Safety Month activities
every year at June.

The Company consistently commences safety training both
internally and externally. On the basis of three-level safety
education required by the government and in view of the
induction military training, company-level safety training was
provided to new employees, and a safety training model was
formed, covering company, plant, workshop and group levels.
Additionally, the Company has trained the safety internal trainers
both theoretically and practically, and also formulated “Safety
Management and Sustainably Enhances Management Methods
for Professional and Technical Personnel” K &2 & 12 Al #H B2 F+
BEER T ABEEILE)), in order to recruit safety professionals
according to their rankings.
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3) DUPONT SAFETY MANAGEMENT 3) HIPLEER

Following the principle of “all for employees’ safety’, in early July ERT—VORTEIZRZINR
2014 the Company spent heavily in introducing DuPont’s safety Al - RARIR 201467 AYIEBE
management program, whereby it conducted work in four areas BSIATHHAZE2EE - HER
being basic safety management (behavioural safety, process Z2ER(TR%E  IT&%%2
safety, equipment safety) improvement, staff skill enhancement, BB )RR BEIREEEA -
management safety leadership enhancement and safety culture ERBRAL2EENRA %2
development. In 2017, the Company adopted Dupont Safety AL 5 R TE - 2017
Management, and commenced management and training F - ARABERREBLZEE
activities such as basic safety management improvement, staff skill B ARERZZEREM 8
enhancement, and management safety capability improvement. THEERAMEER L 2L
On 19 September 2017, approximately 180 participants of Henan RAS—ZHNERREAMEIE
Province Hazardous Chemicals Safety Management On-site B o2017F9A19R WEASRE
Meeting (A&t mEZ 2 E RIS E) visited four branches tREE2EERSEMNI180HBEE
of Henan XLX Chemical Fertiliser Co.Ltd., observed the operation gABETEOEMEBEERA
of safety management, and exchanged views on safety and safety RS RRIBELEERITE
experiences. RMBEBLMG  DELREE -
B3 DEVELOPMENT AND TRAINING B3 /R KZI
The Company always sticks to a philosophy of “people oriented, RATIIRBRBIFIAARAR » DM
common growth of both enterprise and employees" (VA A B4 1% ETHRAMKE ] WER - EOTEA
#18 T #FAEK) and strives to create a learning-based organisation BMEAKLRESNBBRER - %
for common development of the Company and its employees. The BERFEAMERISIIHERERNE
Company attaches great importance to the establishment of an N B ABIE - EAIE - A
internal management training and development system. It has adopted EE - EREBBFZRNEEIIEIND
a diversified training model combining internal training and external EEREENZ T EIEIIEL KB
study such as induction training, pre-job training, mentorship and BIMRE  IRHEIKRARITHEES
studying visits to improve the skills of employees, support employees AT - WD EKEEER -

in becoming industry experts and contribute to the sustainable
development of the Company.

In accordance with the Law of the People’s Republic of China on RARRBCPEARKENMBEBEHE
Vocational Education and the Labour Law of the People’s Republic of SEVFICR A R AT E 25 8005 )5 4R
China, the Company has prepared a number of rules and procedures TCEIBIIERME) (FEEEBA
including the Management Measures for Staff Training (8§ T 1% 3I|%& 12 BINEFIEREEE)  (EEHFI
%), the Guide on External Training for Middle Management (4 [& HSBERBEDR)FEEHE - AR
BB ABINBIBIIVESEIEEE ), the External Training Guide for Mid- BEREBBE - EIIFR - B
level Managers (M EZSIIYEZFEEZ ) and Introducing and Training 2l BB e - B HIBCRET (4 1 E
Program for Management Trainee (BRI FIAESHE R EHE), IRETE MENITAERAMIE - AHIER$R
which have clear provisions on management responsibility at various FHEIFXEENMEENEN -

levels and aim to improve the skills and quality of employees through
the implementation of the relevant procedures at four areas including
training needs, training plans, training implementation and training
effectiveness evaluation.
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1)

DIFFERENTIATED TRAINING

In order to fully meet the needs of differentiated training of
employees, the Company carefully implements its training plan,
and has explored and concluded an education model with
the characteristics of XLX. Based on the analysis of staff quality
required by medium and long-term development and in view of
the status of staff quality and personal career development plan,
the Company provides differentiated job skill training and general
quality training for employees at different positions and levels,
holds academic class together with colleges and universities
and implements a mentorship system, in order to increase the
knowledge and skills of existing employees and ensure their
abilities to meet the development needs of the Company.

«  JOINT TRAINING WITH COLLEGES AND UNIVERSITIES

The Company has been partnering with Henan Chemical
Technician College to enroll chemical process major students
with a view to training front-line operator for the Group.

SPECIAL TRAINING INCLUDING EMBA

The Company has been sending key personnel to receive
EMBA training and professional training courses at Tsinghua
University, Peking University and Zhengzhou University.
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«  COMMISSIONED TRAINING .

The Company engages external professional training agency
to offer management, technical and relevant industry training
for our employees annually.

In December 2017, the Company organised "Enterprise Operation
Simulation Game’, in which the senior manager, “helmsman” of all
departments were involved. Through emulating the corporate’s
operation, with reference to cases, each management department
was able to broaden their own horizons, and further understand the

Company’s unified strategy.

20175F 12 A ARFEBRHRE [(RFELDRRE | 15| - A7
BE - RBA BT AREBIHPIEB2 T H - BB
BEBOEES - KRR B ERIPPIRKE FOHEER
B E-TIRT S EB AR LB AIRA -

In 2017, the Company invited 5 experts in the industry

to give lecture on the development and application of
coal chemical industry chain, water soluble fertiliser, and
microbial fertiliser. The mid and senior level managers thus
knew more about the development trend of industry,
and the current technology and products, which led the
direction of Company’s future strategy and planning of
the product structure.
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INTERNAL TRAINING

The Company has adopted a method of “centralised
management of visible knowledge and sharing of invisible
knowledge” (FRME M EHEIE - BHEMBIAD F) and
established a knowledge management system and platform
system, providing internal training such as job skill training,
management ability improvement, and corporate culture
training, in forms of online, classroom, field exercise and
role playing. In 2017, the Company cooperated with Times
Bright CreSuccess to develop online training platform, in a
bid to consolidate the Company’s internal training resources,
and provide all employees from level with online training
contents related to business and management, enhancing
the diversity and convenience of training. Moreover, the
Company encourages all departments to develop their own
training system, and step up their efforts in cultivating internal
lecturers.
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PRE-JOB TRAINING

Since its inception, the Company has been providing a
centralised 28-day pre-job training for its new employees,
covering military training, corporate culture, regulations and
rules, corporate’s strategy, products knowledge, safety and
fire-fighting and outward bound training.

B4 LABOUR STANDARDS

The Company has no illegal use of child labour or forced labour. It
safeguards the legitimate rights and interests of employees, and
strives to create a fair and harmonious working environment. The
XLX Personnel and Labour Management Regulations specify that the
Company shall strictly comply with laws and regulations including the
Labour Law of the People’s Republic of China and the Labour Contract
Law of the People’s Republic of China, and the new employees to be
recruited must be aged 18 or above.

The Company strictly complies with the requirements of national laws
and regulations on working hours. It respects employees’ rest time
and gives them leave in accordance with the law. If work overtime
is needed, employees must also do so voluntarily to prevent forced
overtime, and overtime pay shall be made in accordance with the
relevant laws and regulations.

B5 SUPPLY CHAIN MANAGEMENT

The Company has formulated and strictly followed internal regulatory
documents including the Auction Management Program (¥ % 1Z &
2 RX), the Supplier Management Manual (f & 75 & 212 ), the
Procurement Management Program (¥R & & 2 #2 2{). The Company
upholds the core values of “Integrity, morality, focus, excellence” (38
2 EfE - HE - 8 #) while learning from advanced upstream
and downstream supply chain enterprises, the Company also passes
its concept of safety and corporate social responsibility and leads
enterprises in the supply chain for continuous improvement in order
to fulfil its social responsibilities in the environmental protection, safety
and health areas.
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1)

DAILY SUPPLIER MANAGEMENT

The Company implements a system of procurement through
bidding to effectively obtain outstanding supplier resources.
Leveraging the information management system, it has
established an information sharing platform to share information
with suppliers. It regulates bidding process and methods, and
guides staff on communication with suppliers to improve the
overall efficiency. In order to realise the check and balance
for procurement, it separates bidding from procurement and
technology tenders from business tenders. The Company adopts a
strict supplier access system, maintains a mechanism for supplier
quality control and feedback, actively conducts market-oriented
procurement and inventory warning for raw coals, and continues
to provide cost-effective analysis and guide to maximize the
quality and value of procurement.

In accordance with the requirements of the Supplier Management
Program (H£EREEIEFE ), the Company adopts a method
combining daily evaluation and annual evaluation and classifies
its suppliers into strategic partner, class A (outstanding), class B
(good), class C (general) and class D (unqualified) suppliers, which
are rewarded or punished according to the evaluation results.
The corresponding procurement volume will be allocated to the
suppliers according to their grades in order to procure continuous
improvement in suppliers and cooperation and win-win situation.

SUPPLIER CAPABILITY IMPROVEMENT

The Company actively strives to build an excellent supply chain
platform and establish mutually beneficial win-win strategic
partnership with suppliers. The Company holds annual supplier
meetings to discuss development strategies with them,
implement strategic plan, convey XLX's corporate culture,
exchange information and enhance mutual understanding and
trust. The Company conducts high-level visits with key suppliers,
and has established strategic partnership with core suppliers to
pursue cooperation and win-win situation.
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The Company makes much of the development and review of
supplier quality system and places emphasis on the continuous
improvement in supplier quality management. The Company
requires suppliers to establish the 1ISO9001 quality management
system and conducts scheduled joint review of supplier quality
management system, physical quality inspection, control
verification for product quality, production capacity verification,
quality issue rectification verification and documentary
compliance verification. The Company also strives to promote the
self-pressurization and improvement of suppliers in accordance
with the requirements of combining system management with
supplier upgrading.

PASSING ON SOCIAL AND ENVIRONMENTAL
RESPONSIBILITY CONCEPT

While striving to establish good relationship with suppliers, the
Company also focuses on the performance of social responsibility
and environmental responsibility by requiring suppliers to ensure
product quality, and pays close attention to staff safety and health,
environment protection, honest operation and fair competition.
The Company controls suppliers from the source by requiring
them to provide valid qualification certificates including business
licenses, quality system certificates, safety or environment system
certificate, industry related qualifications and certificates required
by the government. The Company carries out monitoring at source,
continues to improve the two-way exchange and communication
mechanism, and conducts effective communication through
multiple means including meetings, return visits and SMS
platform, so as to achieve in-depth communication in respect of
performance of social and environmental responsibilities.
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The Company evaluates its suppliers’ product quality, promptness
of delivering goods, price, support for techniques and service,
safety and environmental indicators. The Company has stipulated
in Supplier Management Program that if any supplier is found to
have supplied shoddy products, experienced safety, environmental
protection or quality incidents or conducted unfair competition
in the process of procurement or contract performance it will
be disqualified and blacklisted by the Company and its business
relationship with the Company will be terminated.

B6 PRODUCT RESPONSIBILITY

XLX has been in strict compliance with laws and regulations including
the Law of the People’s Republic of China on Product Quality, the Law
of the People’s Republic of China on the Protection of Consumer Rights
and Interests, the Trademark Law of the People’s Republic of China and
the Patent Law of the People’s Republic of China. By adhering to the
corporate visions of “becoming the most respected enterprise in the
chemical fertiliser industry” (X AR X BB HLAEEEEE) and its
quality principle of “strict process control, analysis and comparison for
improvement, leading technical innovations, and customer satisfaction
first (BRI BARFEHI - DT E LIRS - RHRBIFRE - BE W
& & ) the Company requires high product quality at all areas
from product development to product delivery, and continues to
seek innovations and breakthroughs in product enhancement and
renovation, in the hope of providing more efficient, safer and more
environment-friendly products. The Company also enhances its quality
culture development through review of key control processes such as
two coals and external quality management system, as well as quality
analysis meetings, quality month activities and organised learning of
the relevant laws and regulations.
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In addition, the Company has established a quality control system
ISO9001, which was approved by third party, and formulated and
strictly implemented internal systems and procedures including the
Control Program of Product Realisation(ZE & & 38 £ # 12 ), the
Management Program of New Products(¥7 & @ 5 % & fi 2 R),
Mamtenance Management Program for Public Relations( /2 £t B8 (& 4
EE IR REN) the Management Measures for Customer Sat|sfact|on
Survey (B8 & W B JE 3 & & 12 J JX), the Regulations on the
Management of Product Formula (Z e H IR Z B IE4E ) and the
Intellectual Property Management Procedures (M EE B IRIR T ).
It strives to improve customer satisfaction, respect customer privacy,
manage advertising labels, protect technology patents and trademarks,
in order to continue to provide consumers with high-quality services
and genuine product information, to protect the intellectual property
rights of the Company and the others, to maintain fair competition in
the market, so as to fulfil the Company’s responsibility for consumers
and the community.

1) ENSURING PRODUCT QUALITY
(1) QUALITY PRODUCT DEVELOPMENT

The Company holds regular quality analysis meetings,
conducts a variety of activities in the National Quality Month,
and encourages active participation by all employees, in
order to increase the quality awareness and create a good
environment in which everyone cares about quality. In
addition, the Company’s senior management organises regular
learning of regulatory documents, in order to communicate
knowledge about relevant regulations with employees and
improve the overall quality culture development of the
Company.
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(2)

(3)

QUALITY SAFETY RESPONSIBILITY SYSTEM

The Company implements a responsibility system for key
positions in relation to quality safety control, which expressly
specifies that the Chairman of the Company has the primary
responsibility for quality safety and the Chief Quality Officer is
directly responsible for quality safety. The post quality standard
and quality appraisal system and the major quality accident
reporting and emergency response system are strictly
implemented, and the product quality traceability system is
improved to effectively fulfil the statutory obligations of the
Company on product quality assurance and recall of defective
products and assume the liability for damages caused by low
quality in accordance with the law.

QUALITY MANAGE SYSTEM

Emphasis on product development

Following the principle of “efficiency, environment-
friendliness and safety’, the Company organises annually
the relevant departments to conduct feasibility analysis
on the new products, taking into account the production
methods and processes of the new products, the
Company’s existing upgrading projects, performance
of the new products, prevailing technical standards,
expected performance, difficulties in production
upgrading, and the risk relating to the impacts on
production, safety and environmental protection and the
corresponding preventive measures. The new products
are also required to undergo laboratory test, pilot and
field test to ensure their safety and efficiency.
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Ensuring safety of raw materials

The Company has formulated the Procedures for
Introduction and Acceptance of New Products (7 fa 3l
HEERIFZ ), according to which before the introduction
of new materials, the qualifications, personnel, technical
and environmental conditions of the upstream supplier
of raw materials for new products must be confirmed,
and the relevant technical institution shall provide
corresponding confirmations and certificates, including
the relevant national standards and regulations, reports
on laboratory and field tests and promotion verification,
patent certification materials and materials toxicology
reports.

Enhanced process inspection

During the production process of the Company, more
than 10 product inspection points are set up, and U.S.
U3000 high performance liquid chromatography and
German IKA calorimeter, both internationally-leading,
are installed. Specified persons are assigned to key posts
to provide quality tracking code for each package of
products to achieve the traceability of product quality.
For off-specification product, the Company will handle it
in accordance with Internal Operational Control Program
of Management System (‘B2 82 RN EEITIEHIRZR),
or take remedial measures.

Strict factory evaluation

The Company has a rigorous product evaluation system.
Before delivery, products must go through loads of
tests, including performance tests such as indoor test
at the early stage, community and field test, as well as
toxicology test and soil evaluation test, so as to ensure
that every product delivered is green, environment-
friendly and performance-enhancing.
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(4)

PRODUCT RESEARCH AND DEVELOPMENT

Currently the Company has three major high-efficiency
fertiliser products, namely control release fertiliser, humic acid
and polyaspartic. In 2017, the Company continued to develop
and test new products, and set up product demonstration
points. The Company has undergone thirteen projects, and
promoted nine new products, including tower granulated
fulvic acid compound fertiliser( & & & /& 4 48 & JE), Hei Li
Wang upgrade compound fertiliser(2 71 B 48 & & F+ 4%),
generium zinc generation I 8& 48 £ — 1), polyglutamic
acid urea(BAERBLIK &), upgrade special fertiliser for potato,
special fertiliser for fruit tree, special fertiliser for tea tree, stable
compound fertiliser, Zhen Wei Duo upgrade formula(¥
“ % B 75 F+ #R); certain degree of success was achieved.
In addition, considering the problem of high-efficiency
fertiliser agglomeration, the Company tackled the issue by
adopting storage specification and anticaking agent. On top
of that, the Company has been doing positioning test and
research with external scientific research institution for fifteen
years, examining the impact of fertiliser on the reduction
of ammonia volatilization and its impact on the leaching of
soil, in order to reduce the impact on environment. Based on
the needs of trace elements in human body, the Company
conducts research of trace elements and selectively conducts
research on improving crop quality.

2) PROVIDING HIGH-QUALITY SERVICES

(M

DIVERSIFIED SERVICE MODEL

The Company actively explores a more diversified and efficient
service model. It cooperates with Rural Taobao of Alibaba,
China’s largest electric commerce company to develop
Shuangxin Fertiliser, the No. 1 fertiliser brand of electric
business channel. The official flagship store commenced
operation at Rural Taobao in July 2015. The Company has also
established a first-class agricultural team to provide online
agricultural guidance. Shuangxin Fertiliser demonstration
fields have been established to provide services including
scientific cultivation, soil fertilisation, field management and
agricultural technology guidance.
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In addition, the Company has developed customised soil
testing and fertiliser allocating project with the assistance of
“Internet+". By building XLX intellectual terminals fertiliser
allocating station for soil testing and fertiliser allocating
project, the Company scientifically analyses the nutrients of
the soil sample, and hence customises fertiliser formula, and
uniformly purchases and distributes raw material, offering
a one-stop service, including testing, allocating, producing,
supplying and distributing, soil testing formulaic product,
as well as comprehensive agriculture services. Until present
the Company has already established 4 intellectual terminals
fertiliser allocating stations. Meanwhile, the aforementioned
project is in line with the land transfer intensifying planting
trend, practicing policies such as chemical fertiliser zero-
growth and supply-side reform, increasing the corporate’s
value and farmer’s production volume. = :
In the 5th South China (Guangzhou) ‘ '
Agricultural Materials Expo, the [
Company was honourably awarded }
the “Leading Fertiliser Enterprise
China Agricultural Supply-Side Reform
2017". The Company highly values the
business development of distributors,
and encourages distributors to operate
as corporations, it has organised several
training for distributors and business
staff, as well as learning activities.
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(2)

FOCUSING ON CUSTOMER SATISFACTION

In order to strengthen the management of customer
complaints, the Company has developed measures and
procedures including the Service Feedback System, the
Market Product Quality Feedback and Quality Accident
Handing Measures, to ensure that complaints will be solved
effectively and in a timely manner. The customer complaints
are collected by marketing personnel and the 400 Customer
Service Centre, and transferred to Department of Marketing,
or Technical Centre for agriculture issue; other issues will be
sorted by the 400 Customer Service Centre to the relevant
departments, which will handle the quality complaints and
conduct improvement and contact customers for survey in
accordance with its regulatory documents.

In 2017, the Company revised the Management Measures
for Customer Satisfaction Survey, confirmed confirming that
the Company conducts satisfaction survey on key customers
each year in the form of questionnaire, and that senior
management is also involved in the research by the new
senior management approval procedures. Meanwhile, the
Company appoints a third party professional organisation
to conduct customer satisfaction survey to ensure the
reasonableness and objectiveness of the customer satisfaction
survey. In response to the feedbacks received, relevant
departments conduct analysis and communicate through
phased meetings, and study measures for improvement.
At the end of the year, the Company conducts customer
satisfaction market verification, in a bid to listen to our
customer’s views effectively.
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In 2017, the Company concluded the annual market
feedbacks, and made improvement suggestions based on
the feedbacks, including, and among others, placing more
emphasis on quality, stepping up more efforts in researching
the issue of agglomeration, providing more training for
business staff, organising each departments on a regular basis
to analyses study, allocate responsibility, make improvement
and conduct follow-up in response of feedbacks.

(3) PROTECTING CONSUMER PRIVACY

The Company has set up a post of channel manager,
who maintains basic records for customers and sets fixed
procedure on the establishment of customer records to
narrow the scope of circulation for the handling staff and
internal basic records. The Company has set up the reading
access to the ERP customer records. Irrelevant persons do not
have access to basic customer records to protect the privacy
of consumers.

3) PROTECTING INTELLECTUAL PROPERTY RIGHTS

In accordance with laws and regulations including the Patent Law
of the People’s Republic of China and the Trademark Law of the
People’s Republic of China, the Company has prepared rules such
as the Regulations on the Management of Product Formula and
the Intellectual Property Management Procedures to regulate
the procedures for obtaining, using and daily management of
intellectual property rights, in order to better and more effectively
protect the intellectual property rights, stimulate employees’
initiative and promote the filing, conversion, promotion and
application of the relevant technological achievements.

34 China XLX 2017 Environmental, Social and Governance Report

3)

2017F » ARBIYE2FEMH
REEMRBEITRMAL - WH
BT RS b EEHE
SEHEMEREE © MKER
ERBEINE - ¥R AR
=3 EHEA S P TS
REBEITHRESMN - T
& BN BUBES -

(3) REHEERL

AARRETREEHEM
i  EABEEEPEMIER
EHRFPERPEMERER
FHRIRHZEETRRE B
KHABFMEPEBIEROR
BHE RAIERETRPE
FEMERNMEEER - £
ABETEEEHEFPARER
HORERR - EMIREHBERRAL -

RE AR EE

ARARBEFR(PEARLXMNE
BEHE) - (REARAMBEHR
E)EBREEBE T(ERE T
REEERE) (NBEREE
BF)EHE  RBABMBER
R - AN EERREF -
BEMAERF - BRMRED B B
EE - BB TERPAENER
HEMEBE  REFBREAR
EVER R - EILMHEERES -



4)

LABEL IDENTIFICATION MANAGEMENT

The Company has prepared the Regulations for the I\/lanagement
of Compound Fertiliser Packaging Bags (€ & E & 2 &% & 12
# 7 ) and the Urea/Fertilizer stann Packaging Design Process
and Procedures (JR & /BRAR A B 5 R EHRIZ#RE ) to regulate
the design of urea and compound fertiliser packaging bags. The
design of compound fertiliser packaging bags of the Company
must undergo reviews by numerous relevant departments, which
aim to confirm the image of new product packaging, check
the standard colour of trademarks, VI standardization, brand
positioning and compliance with the new advertising law and
double-check the implementation standards, production license,
registration number, chlorine logo, font, font size, text alignment or
whether other important contents have been labelled.

ADVERTISING PUBLICITY MANAGEMENT

In order to ensure the objectivity, timeliness and accuracy of
advertising and publicity, strengthen the rigor and authenticity
of publicity, safequard and improve the its brand image, the
Company requires to improve the filing and review of publicity
materials (original news video, newspaper and magazine). To
maintain the Company’s brand image and product image, the
advertisement to be put on TV, newspaper and outdoor billboards
must be reviewed and approved by the relevant management
department before publication to avoid risk factor such as violation
of the Advertising Law, otherwise the responsible person shall be
held fully accountable, and be dealt with severely and punished in
case of serious issues.
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B7 ANTI-CORRUPTION

The corporate culture of XLX is positioned to be “honesty”, “faith” and
‘care”. The Company adheres to honest operation and treats following
business ethnics as its basis for position and development and source
of reputation. It always attaches great importance to anti-corruption
and has been in strict compliance with laws and regulations including
the Company Law of the People’s Republic of China, the Bidding Law of
the People’s Republic of China, the Anti-Unfair Competition Law of the
People’s Republic of China, Anti-Money Laundering Law of China, and
the Interim Provisions on Prohibition of Commercial Bribery (B8RZE 1+
P ZEFRERTT AREI7THRE) and internal rules including the Eight Bans
for Department Heads of XLS ({OME/OLA R B —HF " AAEES),
the Complaint and Report Management Measures for XLX (/£» & /0
NENRFRRERIE), and the Provisions on External Information
Disclosure (& & ¥f 5M #% 88 & 32 48 T ). It strives to create a good
atmosphere of rule of law from the system and behaviour, adheres to
the clean code of conduct, fights against commercial bribery, prevents
blackmail, fraud and money laundering, timely discloses financial
information, encourages employees to report illegal behaviours
relating to the Company and promotes the honesty of the Company
and the community.

1) INTEGRITY, ANTI-CORRUPTION AND CULTURE
DEVELOPMENT

The Company has prepared the Eight Bans for Department Heads
of XLX, which prohibit fraud, concealing, acting in excess of
authority, abuse of power, private use of public funds, harbouring
subordinates, receiving briberies and private company account.
The Company requires department heads to carefully study,
understand and implement the bans so as to regulate the
behaviours of department heads of the Company and prevent risk
relating to post.

Incorruptible training for staff
8T RZE
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The Company has stipulated that party members and cadres
shall not accept any kind of cash and gifts from suppliers and
distributors or interfere with activities involving their own interests,
shall maintain trade secrets of the Company and its customers,
shall not hold part-time position or shares in any entity having
interest in or business connection with the Company, and shall not
engage in a second occupation. Relatives must be avoided when
handling business, and close relatives shall not hold positions
with direct business association in the same department or plant
or branch or subsidiary. Employees must maintain records and
fill in forms truthfully, and shall not report false travel expenses or
business expenses or take raw materials illegally. Employees must
maintain the image and keep the secrets of the Company and shall
not disclose internal conflicts of the Company or spread negative
news of the Company.

Furthermore, as the supervision and management of preventing
commercial bribery, the Department of Audit and Monitor
organises incorruptible and sales integrity training, manages,
operates, departs auditing job such as risk management and
auction, which incorporates XLX's culture of “honesty’, “faith” and
‘care”into its commercial activities.

TRANSPARENT INFORMATION DISCLOSURE AND FAIR
COMPETITION

In accordance with requirements, the Company offers
timely disclosure of information on material operational and
management decisions through internal and external websites
and quarterly disclosure of truthful financial information in the
securities market. The Company and the relevant stakeholders
have established a mechanism for collection and disclosure of
corporate and personal information on integrity and a mechanism
for assessment of network platform, bidding platform, suppliers
and distributors. The Company improves its legal affairs and audit
system, regulates bidding and tender mechanism, strengthens
contract management, in order to provide a fair and competitive
business platform for suppliers and customers and to guard
against business risks. In addition, the Company regularly reviews
the implementation of rules for employees at procurement and
sales departments.
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3) JOINT SUPERVISION THROUGH COMPLAINTS AND 3) RIFEHRAFES
REPORTS
The Company has developed the Complaint and Report AREHIE TOLEDL D BIRFE
Management Measures for XLX, which have stipulations on WERINE)  HEBER S - &R
division of responsibilities, complaint channels, processing RE RERE REBEHATEE
procedures, rewards and punishments, in order to requlate the TERER - LARE A:Hﬁgﬁ - B
management and reports of complaints and safequard the ERTIE  REQAA BT K
interests of the Company, employees, shareholders and external %&%ﬁﬁ*ﬁﬁaﬁﬂ’]ﬂﬁﬁ °
stakeholders.
EERER
Chairman email
SENFHEERE
Phone and SMS of
senior management
AR ERRE
Complaints
and reports
Shatinet ARBENEE
Company email
and fax
B8 COMMUNITY INVESTMENT B8 HERE
XLX follows a social responsibility philosophy of “honest operation and DEBOLRARIFRAEA[HEEE - HKOER
paying tax in accordance with the law’, and always focuses on both MIOHEEAE  RERBRLEX
corporate performance and social benefits and both corporate growth mEM MRS —  DEEREIR
and environmental protection. It prefers social benefits to corporate BIRENG—  BERBELEREER
performance, and follows the development philosophy of “focus on PER@m L BEF[BIES LRI -
both gold mountain and blue sky, and blue sky over gold mountain” FEZKEX ERSURL - TE
BMERLRIL EEEKEX ERSLURIL - TEREBKE BKEX | HBRIES - A - A2
X ). In addition, the Company actively participates in environmental BB NIRFRE - HE - k- 8
protection, education, culture, sports, science, health, community B RlE . HmE - NERER - KEE
building, poverty alleviation and other social welfare activities to AELE T EE  FREL - ER
dedicate love and create returns for the society. He -
In 2017, the Company carried out a number of charitable and public 2017F » RABINEEEAZRAHE
welfare activities in various forms, and its goods deeds and fulfilment of %%Eﬁiﬂ/\_/\é@ ETERMBITA
social responsibility have won the recognition and gratitude from mass BEAMTEES THIANBNNE
of people and the government. Eﬂ!’&nﬁ?
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1)

POPULARIZATION OF TECHNOLOGY TO SERVE FARMERS

In 2017, the Company proactively commenced several kinds of
science beneficial works, by demonstrating planting, spraying
fertiliser, and organising professionals’ service, to enhance the

) BEERE - REER
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scientific planting ability and standard of farmers.

In 2017, the Company cultivated 4809 crop fields for
demonstrating control release fertiliser, humic acid,
and nitro fertiliser. 1533 observation and reaping
activities were done, and 600,000 major farmers and
core customers were directly involved.

20174F - ERE 2 ERRAE - LEEY FH
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In 2017, the Company organised a professional
agricultural team formed by 40 external agricultural
experts to offer comprehensive service plan, and set
up about 200 product promotional activities of all
kinds, providing about 20 guiding suggestions on
planting and fertiliser, about 70 fertiliser package, and
20,000 Southern Agriculture Products Arts Album,
which provided theoretical and practical information
for promoting high-efficiency fertiliser.
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In 2017, the Company organised about 40 charitable
activities, such as offering about 2000 schoolbags and
about 80 tons of fertiliser, building a positive brand image
and closer relationship with customers.

20174F - ARIHETRENAREE 0885 - BRE
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: T
In 2017, the Company participated in 10 “Long March”
activities, with the demonstration of fertiliser, promoting
the fertiliser package of “white + black’, directly involving
4500 people of distributors and major farmers. The
Company also participated in 12 long marching and
Charitable China “King of Great Harvast” activities and
showed XLX's integrity culture to farmers.
20174F - REMEESE [EERMRE ] E$105%
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2) DONATIONS AND ASSISTANCE: 2) RRBEREIK
Donated RMB 100,000 to Xinxiang County Helping Centre, - EFTABEESR AR LERE - B
showing caring and love. B BRI0BIT ©
Offered chemical fertiliser worth approximately RMB 10,000 - REBEANILERMEE A
to villagers in Magjiu District, Jiashizhuang Town, Gaocheng, BN EEEEELST
Hebei HIERE ©
Donated 20 tons of quality chemical fertiliser to citizens who - MERERKRNEAE MR
live in rainstorm stricken area such as Yueshan Town, Baitian mMALE - AHEE - BPTIE -
Town, Fanjiang Town, Jinyu Town, Xiangxiang City, Hunan THEZFHIBEBELLIE20
Province, in order to facilitate the local production WA B A FEE o
Offered 40 tons of chemical fertiliser to less-privileged farmers - AFEEETTALINERE
in Xiwugong Village, Changji City, Xinjiang PGSR T BOMEAE 408 o
3) SUPPORT COMMUNITY ACTIVITIES 3) XEFHEED
In 2017, the Company supported several community activities, 20174 » KRB LRI HFRFIFN
organised environmental, cultural, sports and safety promotion EHEeEE - ARERR X8
activities, and proactively bore the social responsibilities. MEZ2EEE—RHES - Bk

EEHEEE -

Approximately 200 staff of Xinjiang  Participating in demonstration activities of Promoting safety and emergency knowledge activities in
XLX participated in tree planting emergency relief and safety equipment in Xinxiang ~ surrounding area.
activities on 16 April 2017. ENBTERSRER L EERERRES AR T RS NHE EER

2017F 4168 FiEARILE
DEEEA) 20042 B THBEERE
MWES o
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