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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

XLX Group adopts a business philosophy of “Strengthen and expand the
main business and create the maximum value of the whole value chain’,
sticks to an enterprise spirit of “Studiousness, Dedication, Innovation,
and Inclusivesness’, 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 to promote the growth of employees
and XLX. 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 fulfill its responsibility as an
enterprise citizen.

RESPONSIBILITY OF GOVERNANCE

The Board of XLX gives a great support to fulfill the enterprise social
responsibilities and bears all the responsibilities of XLX regarding the
environment, society and governance, management strategy and reports.
The Board is responsible for evaluating and measuring XLX's risk on the
environment, society and governance, to ensure that XLX has established
an appropriate and effective environment, society and governance risk
management system, and internal supervision system. The management
team of XLX will confirm to the Board on whether the relevant systems are
effective. XLX has established an ESG team, which consists of the principal
of each department and a specially-assigned person who is in charge of
managing and reporting ESG.

China XLX 2019 Environmental, Social and Governance Report

BARA R E
DL B A HE&%@(EW(E% BlER(E

{E%@Ti‘?ﬁﬁ—jﬂm RIREEZ - B
82 HMEHE E:U%ﬁﬁ?ﬁ CBERE R
TCERBS URteER/ELEET &
BREEBERVRBAF  REREK B
BRI BRUARAE  REEIAE
fa o BERRBRAE  2ERATRY
E’JI{’E%% R THREXARMKE
AR BERER  EB R

TJF BB BES  RIR2EMEER
&E{Qﬁn TEEE  BHABRTEERAR
Bff-

BEEER

DELREEFEXRHOELEEYHET
EEMSEETAMOAGE A LELE
BHIRE - 8 REA R A MR A
2HEME - EFTEAHENHREELED

SEBERE  LeRERNER - Wik
ROELEBER I AERERNIRE 1
SREARREEMATLBEIEZA o /L\L
LEBMNERENESSRBEEBERZSR

BEBBER - DELEBKYL THEE
ZOEBPIAE AR F ESG #Rh45 T1E4 - A& 5B

FEEAEE2E  WIEFEABEHRE
ESGEIEMIREM TIE ©



[=)]
=
=)
v
()
=
v
S
()]
3
(=)
=
v
S
(]
=
w)

il
K
1
=

x
(0]
(0] (]
s )
(] m =
2 S
£ @ £ @ € ¢
Em O I S K
5 Wi 5 ¥ = W
..F:w Al B % m {H
S o HR = o
2 S =
£ s
|\

—

Board of Directors

General Manager
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Blue Technology Company
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Black Ecology Company

RRdr i i
Cryogenic Energy Company

HC BSR4

Tianxin Coal Industry

Mo dikkRE Auditand
Supervision Department

ERWEEO
Finance Management Center

WEL GO
Marketing Data Center

WL
Information Center
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Enterprise Management Center

TR L B R - 2
Planning Development and Marketing Planning Center

W ER
Railway Transport Department

A EK 2

Safety Supervision Center

WREEH 2
Logistics Service Center
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Synthetic Ammonia Department

S B S
Compound Fertilizer Department

R S
Securities Department

RS
Technical Center

K B 2R
Administrative Center

RO H
Garden Engineering Department

ik

Infrastructure team

R8O
XLX in Jiujiang

N D8 O
XLX in Xinjiang
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COMMUNICATION WITH STAKEHOLDERS NEREERE
Referencing the ESG guideline, and based on the degree of influence /L& WREE A =
within XLX of stakeholders in the daily operations, this firm identified its ~ AEE7 - EUE% EN@EEEEREE
key stakeholders, including shareholders, investors, employees, customers, TERMMAE R EEE - S L B 8
suppliers, government, community, industry association and the chamber ME - BERREREEE BI -¥FP -
of commerce, and responded to the reasonable expectations and demands ~ HE/ER « BUF « & - T g kEg -
of stakeholders through the following ways. LﬂLATyﬁET@F’Eﬂ SAEE T A2
BAFIBEFRK

Expectanon and demand EAZ2 M Az 57K
Enhance company value and standardize investor relationship
management
RANEEE RBEREEBERER
Achieve information transparency and efficient communication
BRI ERERESER

Response BEAN
The general meeting of shareholders
REARE
Announcements and other publications

NEREAMT

Shareholders
and investors

MRIRERIREE

Expectation and demand i F Rz 575k
Compliance with industry standards

”%*Ef? X Industry
Response @& =, association

Mutual visits = &

a7 AT

Industry communications

%ﬁ)ﬁ//lh

Community

#HE

Expectation and demand B2 F Flz 57K
Community service

1t [ PR
Response BEAN

Community commumcat\on conference
HEEREE
Visiting the Community

B!

BRIEF INTRODUCTION OF THE REPORT

Expectation and demand A M Az 573K
- Compensation, benefits and career development
S B 1 LR S B R
+ Occupational health and safety
BEEmaze
Response & /5 =,
+ Intranet
R RI P BDEEAR 49
 Training
Eile
- Employee activities
BIES

Employees
BT
Expectation and demand Hi 2 F Flz£ 57K

Safety and quality

EHERR

Suppliers Performance of contract

and Gl
customers Response & T
HIEREE F . ’;{eview and evaluation

Bz
Customer satisfaction survey
REREEHEE

Government
LSS Expectation and demand HIEE A FIz 573k
Compliance with national industry policies
BFRIRITEBR
Lawful operation
P AC
Response BEAN
Publ\c consultation
FI’Auﬁu)EU
Visiting the Government

Bl

WEBT

REBECGRE - d@REBREREREIDENX

XLX has prepared "Environment, Social and Governance Report for 2019”
according to “Environmental, Social and Governance Reporting Guide” The
Report describes the concept and practice of sustainable development
and social responsibility from environmental and social aspects, covering
the period from 1 January 2019 to 31 December 2019. In accordance
with the guidelines, XLX has disclosed the key performance indicators of
the environmental aspects which cover the two major production bases
located in Henan and Xinjiang.
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Ammonia Energy Consumption Leader 2018 Award

2018 FEEMEREFT X (AKA)

A ENVIRONMENTAL A RIEHE

XLX has been stressing on environmental protection, energy-saving
and emission-reduction and comprehensive utilization of resources.
Bearing in mind the idea of green development, XLX has been
increasing its environmental investment and persistently commencing
works on technology innovation and facilities upgrades. In 2019,
XLX continued to disclose environmental performance. Under the
supervision of the Board, XLX systematically carried out environmental
protection work. Its main themes of environmental work include
green factories, energy consumption, water resources, the emission
of greenhouse gases and harmful gases, disposal of garbage and
hazards. XLX will continue to reduce the impact of business activities
on the environment. From 2011 to 2019, it was awarded energy
efficiency leader benchmarking enterprise (synthetic ammonia) for
nine consecutive years, and the quality award of Henan provincial
governor in 2014-2015. XLX was also granted the titles of “industry
quality benchmarking enterprise implementing excellent performance
management practice experience” in the national petrochemical
industry, “green factory” and “national management system effective
operation benchmarking enterprise”.
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ISO 14001 Environmental Management System Certificate
ISO 14001 IR E IR KRB E

A1 B

DELEEBRBET(PEARLME
RIBEREER) (PEARKMBEKT

A1 EMISSIONS

XLX has been in compliance with laws and regulations strictly, such as
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 of the PRC, and the Interim Provisions on
Administration of the Discharge Permit. It has also acquired emission
permit legally and formulated a series of regulations due to the
actual demand, for instance, Environmental Protection Management
Regulations, Environmental Protection Facility Operation and
Management Regulations, Integrated Measures for the Management
of Water Resources (for Trial Implementation), and Solid Waste
Management Regulations. These rules and regulations aim to regulate
and promote environmental protection, pollution prevention and
control, energy-saving and emission reduction, which can gradually
achieve the institutionalization of environmental protection as well as
sustainability.

XLX 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,
XLX 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.
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1)

WASTEWATER DISCHARGE

For wastewater, XLX's sewage discharge has been in strict
compliance with the national, ministry, local, district, and
enterprise standards. All units of XLX have effective control over
sewage production which has minimized the amount of sewage
produced. In addition, XLX has built sewage treatment facilities and
has ensured the normal operation of environmental protection
facilities and wastewater discharge meeting standards. XLX directly
discharges water through clean ditches or clean pipes only when
the water quality meets the standard for external discharge. All
departments have strengthened outfall management, installed
standard metering facilities to conduct a regular comparison and
mandatory inspections.

Since 2017, XLX has 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. In 2019, by introducing technologies
such as concentrated water reduction of total nitrogen, ceramic
membrane ultrafiltration and gasification ash and slag drying, the
total nitrogen of reclaimed water and concentrated water can
be reduced to less than 5mg/L, saving 480,000-576,000 tons of
fresh water, reducing 480,000-576,000 tons of sewage discharge,
and adding 480,000-576,000 tons of desalinated water to the
circulating water system.

1) BEKBER
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2019 A1.1 Emissions of Waste Water and A1.2 Emissions of Waste Gas
20194F A1T REKER AT2 BESREVHEN 2

Emissions (Tons)

Emissions of waste water

Emissions of waste gas

Emissions (Tons)

JB% 7K B Bk BEmiE (W) | BERBER PErk & (W)
Volume of waste water NO

- 3,808,77206 . L 635.30
BEKE =Kl e
cob 109.01 >0, 157.96
tEFaE ' it 7 '
NH3-N 148 Fume 8838
R T JEEE '
Total phosphorus
K 067
Total nitrogen
o 39.30
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2)

EXHAUST EMISSION

The exhaust emission of XLX should meet national, ministry,
local, district, and corporate standards. In order to meet the
emission standards for fume, SO, and NO, XLX has enforced
the "Responsibility Scheme for Tower Director and Chimney
Director” and all boilers of XLX are equipped with dust removal,
desulfurization and denitration devices (B{#% * fRAEEEE), 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. XLX 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 2019, XLX conducted exhaust emissions under the standards of
fume<10mg/Nm3, SO,<35mg/Nm3 and NO <50mg/Nm3.

In order to achieve the work goal of energy conservation and
emission reduction, XLX in 2019 formulated the production control
measures for autumn and winter and adjusted the production
load, based on the actual operation. In addition, the first branch
plant has ceased its production since September 2018, and thus
the emission of nitrogen oxide, sulfur dioxide and soot were
reduced by 395 tons in 2019 compared with that of 2018.

China XLX 2019 Environmental, Social and Governance Report
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3) WASTE DISCHARGE

According to local standards, XLX classifies wastes into harmless
waste and hazardous waste in order to deal with hazardous
waste and recycle or dispose of the harmless waste accordingly,
and reports to competent environmental protection authorities
on the types, production, flow, storage, disposal and other
relevant information of major industrial solid wastes under the
requirements of the PRC's industrial solid waste declaration and
registration system. It stores solid waste at a proper location or
delivers them to qualified entities for incineration, compression,
and other compliant treatments to reduce waste emissions. In
addition, the first branch of XLX has been discontinued since
September 2018, reducing the waste discharge by about 180,000
tons in 2019 compared with 2018.

3) BERWIBER
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Emissions and Intensity of A1.3 Hazardous Waste and A1.4 Harmless Waste in 2019
2019FAI3EEBEEM R M ABZEENNEREREE

Waste Discharge
BERM B

Emissions (Tons)

PEmE (Wg)

Intensity (tons/million tons

production)

BREE (W, BEER)

Harmless Waste
BEREEY)

164,279.85

41474

Hazardous Waste

BERBEEY

908.95 2.29

4) GREENHOUSE GAS EMISSION

Since 2018, XLX has responded proactively to the “Carbon Emission
Permit Trading”arranged by the Ministry of Ecological Environment
of the PRC, orderly collected data on the emission of greenhouse
gases and finished greenhouse gases report. In December 2019,
XLX actively cooperated with the third party to complete the
audit of carbon emission data. XLX's carbon dioxide capture
demonstration project is one of the first batches of provincial
low carbon demonstration projects. In 2019, XLX continuously
increased investment in science and technology, speeded up
research and development of new products, built up electronic CO
projects whose annual capacity was 56000 bottles and awarded
the title of "advanced unit of energy conservation and emission
reduction”

4) REREHR

B2018F AR » KEBETEREE
AREIRIBEL [ R PERRIER 5 T 1E ]
Mz BEFARAEREBIK
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As the major emission entities, Henan XLX Fertilizer Co., Ltd. and
Xinjiang XLX Energy Chemicals Co.,, Ltd. receive annual inspection
on carbon emission from a third-party verification institution
authorized by the government. Since the inspection time is
later than the publishing time of the annual report, the data of
greenhouse gases emission in 2019 cannot be disclosed in this
Environmental, Social and Governance Report. To ensure the
accuracy of data, XLX herein discloses the data of greenhouse gas
emission in 2018 which was verified by the investigation agency;
the data of greenhouse gas emission in 2019 shall be disclosed
in the 2020 Environmental, Social and Governance Report after
verification.

According to ISO 14064 Greenhouse Gas Verification Standard,
GHG emission category | refers to the greenhouse gas discharged
directly by the organizations that can control the emission
sources, such as the gas from combusting fossil fuel. GHG emission
category Il refers to indirect sources of energy emissions, such as
the greenhouse gas emissions due to the purchase of electricity.
The accounting items in this report includes fossil fuel combustion,
emissions from industrial processes, carbon dioxide (CO2) recovery,
net electricity purchases, and indirect emissions from heat.
Through communication with relevant personnel of the enterprise
and personnel of the verification institution, it is confirmed that
the greenhouse gas discharged by XLX is carbon dioxide (CO2).
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A1.2 Emission and Intensity of Greenhouse Gases in 2019

2019F A2 RERBHHEREE

Emission of Greenhouse

Emission Intensity
(tCO2e/Tons product)

Gases Emission (tCO2e) Total Emission (tCO2e) B E

AEREHERK BERUE (tCO2e)
Direct Emission (Aspect 1)

B () 6,670,180.48
Indirect Emission (Aspect 2)

AeIR R HE AR (S —) 1,089,308.94

HE A & (tCO2e)

(tCO2e “MIEESR)

7,759,489.42 1.31
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A2 USE OF RESOURCES A2 ERER
XLX strives to make full recycled use of resources in all aspects, and DELEENRERMEERSD DD BEER
maximize energy and water saving. In order to comply with the relevant MAER  mAREHEREE K - &
energy laws and regulations including the Energy Conservation Law ERCRE AR LM B 408 IRE )T
of the People’s Republic of China and the Management Measures (ER AL BB IE) S HE
for Energy Saving at Key Energy Consumption Entities, to strengthen BEIREREAR - MmO EOEEAR
energy management and to improve energy efficiency, XLX has EIR - IREEBRNARE - LELE
developed regulations and rules including the XLX Group Energy ERIBERBELGIE T(OELEER
Saving Management Regulations and the Integrated Measures for the RIEABERE AT ) ROKEIR—18
Management of Water Resources (for Trial Implementation). It aims to {EEEBEE(RT)HEREE &
adopt measures that are technically feasible, economically reasonable SKERERER MG P97 - B LS B AR
and in line with the requirements of environmental protection BRBREZ KOG - B RRE
measures, to reduce the loss and waste at various aspects including A~ fEF - IMIEEAEEF &R
acquisition, storage, processing, conversion, and consumption of BB RTRE - EINANEEMF
energy and to use water and energy more effectively and reasonably. FA7KFIBEIR o
1) ENERGY CONSERVATION 1) ERIREIR
XLX established the “leading group for energy conservation and DO B B B A IE BN R AY
emission reduction”headed by the general manager, which strictly [Eige TIERE/ME] - BB E
implements the responsibility system for energy conservation B BIEE TS - BBEEE T
goals, instills the enterprise’s strategy into the behavior of all BEREBEBRECENEEES
employees through the performance management system REBEINTAR BENER
for energy conservation goals, and ensures the realization of RIRFEREHBEHER - TBYK
enterprise strategy with performance management, and creating BEEIEMBERNBE - LED
the channel between strategy and performance realization. XLX KIRGB23331 R TR B IR B8
has established an energy management system in accordance F - WiBBINEPEE B X HRE o

with GB23331, which is inspected and approved by an external
organization.
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In order to improve the standardization, systematization,
formalization and institutionalization of energy management, with
the help of the opportunity of the state to create “excellent energy
management cases’, XLX continuously optimizes the operation
mode of energy management through a series of measures
under the requirements of ISO50001 such as the performance
management of energy conservation and consumption reduction,
the promotion and application of new technologies for energy
conservation and consumption reduction, technological
innovation, management innovation, QC tackling key problems,
the construction of industrial parks for circular economy, and the
promotion and training of energy conservation, and awarded the
title of “CEM-10 Energy Management Leadership Award”and “2018-
2019 national excellent energy management case” at the 2019
international clean energy ministers’ meeting, greatly improving
the competitiveness and influence of energy management.

XLX each year allocates special energy-saving funds to conduct
calculated energy-saving technological transformation projects,
to accelerate the elimination of old techniques, technologies
and equipment with high energy consumption, and to
encourage introduction of advanced foreign energy-saving
technologies, developing, promoting and adopting new energy-
saving technologies, new process, new equipment, and new
materials. In 2019, 18 major energy-saving technical renovation
projects were implemented, including the transformation of the
superconducting waste boiler, optimization of four water cooling
of low-pressure unit, reconstruction of synthetic circulating water
turbine, and capacity expansion of gasifier. These implementations
will save energy of 13,000 tons of standard coal per year.
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All units of XLX strictly follow the national and industry standards
for energy consumption limits, and the efficiency of power
consumption equipment is measured regularly to ensure
economical and reasonable power consumption at all units.

DELE R BN BREHAITE
RMITENERRBZE - A E
HIMRERFBETRRATE - #
REEMEHEEERE -

A2.1 Energy Consumption and Intensity in 2019
2019 A1 REIREFER MBS

Total Consumption

Type of Energy
BeRE Rl

Energy Consumption

BEROHFER

Consumption Intensity
(MWh/Tons Product)
BERERE

(MWh B ER)

(MWh)
BEFEMAE (MWh)

Fuel
1,332,014.93 Tons I8
PR
Raw coals
3,226,578.02 Tons A
R
Natural gas IV
TR 77,081.26 &3 7K
Diesel Fuel 36,350,768.37 9.18
iesel Fue
. 42494 Tons I8
gem
Gasoline
s 480.00 Tons g
YU
Electricit e
- i 400,704.73 GWh B Z
Eg,
In order to standardize the purchasing behavior and save resources, BRTHEBRBETR  B0NER -

XLX formulated the “Instruction of Woven Bag Purchasing’, and
conducted comprehensive statistics and management on the
use of packaging materials, to standardize the use of packaging
materials and reduce the waste of packaging materials.

DEOEEHECRBRRBIER
BEE) YHBREMHHERE
TRENRFNER  REBE
MEEEER - R B RN AR
o

A2.5 Consumption of packaging materials in 2019
2019F A5 BEMBNAERBNERGE

Type of packaging materials

Consumption(Tons)

Unit product share
(tons/tons of products)

BEE R

Woven bag

HFEE (W)

BUERGE (W BEER)

3,404.11 8.59
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2) SAVING WATER RESOURCES

XLX strengthens its water-saving management and rational
use of water resources, in order to build a green energy-
saving enterprise. XLX 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, optimization and transformation, personnel
training, research activities, supervision and inspection relating to
water-saving management.

XLX monitors the water resource management at all plants,
and according to its overall requirements, converting water
resource cost from “management expense” to “production cost”
and allocating the cost of each water consumption unit in order
to stimulate them to play a subjective role, strengthening their
enthusiasm to save water and improve water quality management
and primary water use efficiency. In order to improve the recycling
rate of water resources, the water reuse and urea process
condensate have been adopted by XLX. As new product line was
built, product assortment was adjusted, products were diversified,
and vehicle urea and other projects were successively put into
service, the water consumption in 2019 increased by 2.67 million
tons compared with 2018.

A2.2 Consumption and Intensity of Water in 2019
20195F A2.2 KBV HFEE MBS

Type of Water

2)

Consumption of Water (Tons)

EKIKER

DBLEBEBCDEMHKERE -
AEFAKER  BIEZEHH
RME KL TKER—BLE
BZEg BEAIELVELEEH
FEKEE  BEREEBERE
METKERE T EMEBWE - &
MEwE - TREMR - Bk
ABHEE WHETY - EERE
STk

DEBELEEHESHMOKERE
BERETEEEE  RERE
DBLEEBNBEBINR  BEG
KERERHRIERE|M[E£E
A 81 WHBRESERKE
i ABESDREBED M -
e AKEREMNEKER
M ERREKEEEKEM—
POKFBAEHNERN - BTREK
ERNERFAE  LELEER
BRER T #r oK [El AR = BR AT RE R
Bz 3B B i & 5 A SRR = A K
ME - 2019FHEE NG EE M
BRCEMEBAR ERZEEL
URBERARESZEE EERE -
NCHFEEER 2018 F1E N 267 EME ©

Intensity of Water Consumption

(Tons/ Tons Product)

KEVE R
Water
7K

KHFEE (W)

12,710,372.53

RFEIREE (W, WA m)

3.21
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A3 ENVIRONMENT AND NATURAL RESOURCES

B1

The major environmental and natural resources impact in XLX includes
exhaust and wastewater discharge, water resources and energy
consumption. Therefore, they pay much attention to the impacts of
its operation on the environment and natural resources and design a
targeted environmental management system and energy management
system. Moreover, XLX has established relevant management rules
including the Environmental Protection Management Regulations
and the XLX Energy Saving Management Regulations to improve the
management and reduce impacts on the environment and natural
resources.

SOCIAL

While striving to maximize profits, XLX also places a high value on
human resources. As an enterprise with social responsibility, it also puts
the “people-oriented” goal into practice, adheres to the principles of
justice, fairness, equality, and has established a sound salary incentive
system, welfare system, promotion system, and carried out a variety of
staff activities.

EMPLOYMENT

In accordance with laws and regulations including the Labor Law of the
People’s Republic of China and the Labor Contract Law of The People’s
Republic of China, the XLX Group Personnel and Labor Management
Regulations has been developed to effectively ensure that employees
enjoy their labor rights and perform their obligations under the law.
XLX regards employees as its most valuable assets, implements a
“people-oriented” principle in production and operation, staff training,
labor security, compensation and benefits, and “five types of social
insurance contributions and one housing fund contribution’, as well
as, cares for the work, life, health, safety and career development of
employees comprehensively and in multiple ways. It strives to build
a harmonious and win-win labor relation to promote the common
development of the firm and employees.

A3 BIERRAEIR
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1) PERSONNEL RECRUITMENT 1) AERE
XLX implements unified personnel planning and recruitment. DELNEEEES—MABERE
It recruits talent through multiple methods including online RABREE R - BBAKEE - R
recruitment, campus recruitment, special recruitment, and large BEREE - E5RE . KA BRE2
job fairs, conducting comprehensive evaluation and selection of EZRBRAXNEBERAL - LBRH
external candidates based on job requirements and standards. B ERMIIEE%.E - QLF -

RN PEHEINE IS A B
TR B RENFHEEEMERR -

Employee New Employee Contract Signing Rate
T GO CIEEHES

I|‘E.

6,173 People A 542 people A 100%

5 Pre Job Trainings Employee Turnover Rate Study Tour to Japan
R TS 5 HA ETRAE EHAEE
d I D .

N '

— AA

600 People Qualified 2.9% 3 Batches it
41600 A
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2) COMPENSATION AND WELFARE

XLX has set up a fair and equitable, multi-level, multi-type
compensation incentive system, subject to annual adjustments, for
the betterment of XLX and its employees as a whole.

LT FHMEFER

Compensation and Welfare System

Position salary
R TE

Direct Various types
compensation of bonus

B BRRS

Medium and
Compensation long-term incentives

structure o R HR R
AR

Indirect Various types
compensation of welfare

15 7 A =Rt

2) FENER

DELEBELTRAFRALE %
BIR - Z 8RRl e A B & -
W ASFEFHE  RETEE
BB THRFEN -

Fixed income(basic salary), variable income
(performance pay/sales incentives/unit pay),
subsidies / allowances etc
BEEWMAGEAELE) WA ERLE/
SHERK/ATHLE) - ek EE

General Manager and Deputy General Manager
reward, various types of incentives, year-end
bonus etc

R LEAREES  XSEHBES

L

Middle and senior level year-end bonus

R B AR ALF

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, commu-
nity activities, labour protection clothes etc
Rz - NfES - BRI E - FE - B
By £B18Y  Iggsey B 4
B4 - RBEH - RBRR  RKEE
B HEES ERIEKSF

L ( Adjustment and Incre
L B 2t

| )
)

HEOED T -NFERE  dekEAmE 17



(
N

VANOZANSZANOZA

X)X )ICKOYCK) )X )

) (X (XD X XD XY XXX X0 U

In 2019, the “2019 Annual Salary Adjustment Plan of XLX Group”
was adopted at the HR committee, the proportion of individual/
unit payment was adjusted from 8% to 10%, and the subsidy
for visiting relatives in other places was expanded, and thereby
strengthened the incentive of compensation, realized the
growth of employees and enterprises together, and continuously
improved employee satisfaction.

WELFARE

XLX provides endowment insurance, unemployment insurance,
medical insurance, industrial injury insurance and maternity
insurance contributions to employees on time. Moreover, gifts
and shopping cards on holidays including the Spring Festival
and the Mid-Autumn Festival are provided as festival welfare, and
meal subsidies and accommodation are issued as daily welfare.
In addition, XLX cooperates with large hospitals to offer regular
free physical examinations to employees. In 2019, they continued
to increase large amount of medical insurance benefits, and the
maximum payment limit (hospitalization reimbursement limit) of
basic medical insurance above RMB 80,000 increased from RMB
300,000 in 2018 to 350,000, which increases the reimbursement
amount for serious diseases and improves care for employees.

8~30E
80 thousand

8%

Basic medical insurance

in |n2018

ERERRRE
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4)

6)

INCENTIVE MECHANISM

In order to promote and encourage innovations, XLX has
established a diversified incentive mechanism, focusing on “low
cost and differentiation’, setting up an instant incentive system
with “monthly salary incentives + major business systems’, and set
up a number of awards and titles such as management innovation
award, technical innovation award, QC achievement award and
so on. In 2019, XLX further optimized the target incentive system
and performance strategic management system, improved
the innovation management mechanism, and promoted the
continuous standardization of the incentive mechanism from the
aspects of formulating the annual large target incentive method,
formulating the individual incentive method for key events and
modifying and improving the performance management method.

PROMOTION AND DEVELOPMENT

The position system in XLX has established standard requirements
for the name and rank of positions and their promotion paths, and
also composed a series of assessment schemes, for example, the
Measures for Selecting and Appointing Cadres at the Grassroots
level. In order to further broaden the talent development
platform, standardize the work of employee career development,
preliminarily define the general standards of job qualifications at
all levels, so that employees engaged in different jobs have equal
career paths and opportunities, XLX started to implement the
job qualification system and standard training, the preparation of
job qualification standards, the construction of evaluation system
and the implementation of Certification Evaluation from the end
of 2018 List measures. In 2019, XLX completed the preparation of
qualification standards for 25 positions in the first phase of safety
and procurement.

CARE FOR EMPLOYEES'LIFE

On the afternoon of 4 December 2019, the 6th I love my
family and | am grateful to have you” collective birthday was
held in XLX. The employees and their parents, who received
gifts from XLX, were invited to participate in this activity.

On 26 August 2019, the 15th staff and workers'sports meeting
with the theme of “gorge a new journey and create new
brilliance” was held, in which there were more than 2089
people participated.
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On 18, 20 and 24 September 2019, 545 retired staff
representatives in total were organized to return to the
company to celebrate the 50th anniversary of XLX's factory,
with nearly 600 people participating.

B2 HEALTH AND SAFETY

To protect and improve the working environment, and safeguard the
safety and occupational health of employees, XLX has been in strict
compliance with laws and regulations including the Labor 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, and the Emergency Plan Management Rules. 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.
At present, XLX has already obtained the Certificate of Occupation
Health & Safety Management System.

With the expansion, XLX protects the production safety by continuous
safety supervision and daily inspections, to eliminate potential
accidents. Pay attention to the publicity and training of safety culture,
issued the Safety Culture System Perfect Plan, the General Safety
Requirement, to strengthen the safety awareness of employees.
Organize the emergency rehearsal to improve the ability to deal with
emergency safety accidents.
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Occupational Health and Safety
Management Systems Certificate
BERFELEERERRELTS

201989182024 H 4
=t A5t 545 BIRREE TR
RERRBZ2MLELEE
A+FHEEE - 3600 A2
hne

B2 BEHEZZE

BREMNETERE #EE TR
PRBERE DELEBREEE
(PEARLEMBLEE) - (RFEAR
HMBRZ2EEZE)  (PEARLHM
Bl B R B 08 7R ) A @B R AR M AR
(BERREZE2ERRER) (RREX
TEREBRTE)SHREB X - WAK
BITOHSAS18001 B R RL 2 E 1R e
A OREETEIAENEES TIEER
EMEEKE BAT LELEEE
KRS [ BERRLETERAREE
Z]-

BEE R RIRRMIER  LELRERE
BREENLEESNABRERRE
REMEZELE  HREREE B
BREXHE B LEXER
TEIR) (RE2EDEHEIALE
BEBEETAWEHETRHE  RILE
ITHZEEH  ARESORMR - T
RARERSLZEEWMEEN -



In 2019, XLX carried out a coordinated emergency rehearsal in
Xinxiang and Xinjiang factories, which took a total of 30 minutes,
involving 233 participants, 161 evacuators, 11 observers and 8
evaluators.

In 2019, in order to strengthen the safety awareness of
construction personnel, XLX established VR virtual safety
experience hall and various construction models.

In June 2019, XLX launched the 16th safety month signing activity.
During this period, XLX centered on the theme “enhancing safety
practice skills, promoting safety and self-management’, and carried
out 9 safety activities, such as “remote collaborative comprehensive
emergency drill", “equipment safety skills competition”, “safety
knowledge contest’, “contractor safety evaluation’, “staff Tik Tok
video rating” and so on, which helped employees to improve
emergency response-ability and safety execution ability.
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Emergency rehearsal
JESUBERR

VR virtual safety experience hall
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The 16th safety month signing activity
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B3 DEVELOPMENT AND TRAINING B3 #/E K iEHI
XLX attaches great importance to talent training and has established DELEEBRAAEN - WREH
an education mode with XLX characteristics. In 2019, XLX provided TEBELELEEFENEIIRR -
differentiated job skill training and general quality training for WI9FHETRERERT ZE2/8HE
employees at different positions and levels, as well as, held academic M aesEdl - M EEE 8 s R
classes together with colleges and universities and implemented a MEBREITARMBESEN - A8
mentorship system, etc,, increasing the knowledge and skills of existing THY MR RE - FEIR BE 5 4f b 3B B O
employees to ensure their abilities to meet the development needs of EOEERPRRER -
XLX.
On 9 August 2019, XLX conducted the training of interviewers’ - 2019F8A9R LELEEZE
qualification certification for employees, taking the concept of AE[FBEES - RIEERK] 812
“accurate talent selection, win in the future” SOHBIETTEHAEEER

B -

Training of interviews " qualification certification for employees
B E R
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B4 LABOUR STANDARDS

XLX strictly complies with the Labor Law of the People’s Republic of
China and the Labor Contract Law of the People’s Republic of China,
and formulated the XLX Group Personnel and Labor Management
Regulations to specify that the employees must be aged 18 or
above, and there is no child labor or forced labor It safeguards the
legitimate rights and interests of employees, and strives to create a fair,
democratic, competitive and merit-based employment mechanism.

B5 SUPPLY CHAIN MANAGEMENT

According to Procurement Management Procedures, Bidding
Management Procedures, and Supplier Management Procedures,
XLX selects suppliers who can meet its technical needs and product
competition needs, to build a stable, honest and efficient supplier
team. While learning from advanced upstream and downstream
partners of supply chain, XLX also promotes its concept of safety and
corporate social responsibility, and leads enterprises in the supply
chain for continuous improvement to fulfill its social responsibilities in
environmental protection, safety and health areas.

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 vision of “becoming the most respected enterprise in the
chemical fertilizer industry” and its quality principle of “strict process
control, analysis and comparison for improvement, leading technical
innovations, and customer satisfaction first’, XLX 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 environmentally-friendly products.
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1) ENSURING PRODUCT QUALITY ) REEREE

In addition, XLX has established a quality control system 1SO9001, REAEREE  DELEE .@
which was approved by a third party, formulated and strictly S TISO%001 EEERER
implemented internal systems including the Control Program of ME=ZFTHEBRRAE %U;EIF
Product Realization, the Management Program of New Products, T%iﬂﬂ(%uuﬁﬁ? HIFRRF) G
Maintenance Management Program for Public Relations, the EmRBERERRF) (AR
Management Measures for Customer Satisfaction Survey, the HEEERER) (B mEEH
Regulations on the Management of Product Formula and the BERIE) (ERBEITREE
Intellectual Property Management Procedures. It strives to improve BHRE) (AHEEEERER) -
customer satisfaction, continue to provide consumers with high- (LELEEARMLEEERES
quality services and accurate product information, maintaining fair EMRERF (HT))ERNEHE
competition in the market, so as to fulfill the XLX's responsibility for Br BHARARPREE &
consumers and the community. BREEERHEZD Hlﬁﬂ‘%ﬂg
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XLX holds quality analysis meetings regularly to improve quality
awareness. At the same time, in line with the principle of
“high efficiency, environmental protection and safety’, XLX has
formulated the “New Product Introduction Acceptance Procedure”
to strengthen the process inspection. XLX has a rigorous product
evaluation system. Before the products leave the factory, they have
to go through extensive experiments, such as indoor experiments,
small area experiments, field demonstration experiments and so
on, and carry out toxicology tests, soil evaluation tests and other
projects, to ensure that every product is green, environmentally
friendly and synergjistic.

PROVIDING HIGH-QUALITY SERVICES

XLX always attaches great importance to service quality. Through
years of accumulated experience, XLX constantly improves service
quality, actively explores more diversified and efficient service
modes, innovative products, product knowledge popularization
and enhances customer satisfaction.

Innovative products and service to improve product quality.
Since 2018, XLX has based on the basic principle of “low cost and
differentiation’, developing product research and development
around the market. And in 2019, there are 30 studies conducted
for XLX, three of which have been promoted and listed. XLX has
also established a first-class agricultural team to provide online
agricultural guidance, build Shuangxin Fertilizer demonstration
fields, provide services including scientific cultivation, soil
fertilization, field management and agricultural technology
guidance. In 2019, 3,000 demonstration fields were built, 2,000
observation meetings were held, and 800 samples were putted
into practice.
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Popularization of product knowledge to build production
technology experience exchange platform. XLX actively explores
a more diversified and efficient service modes. It cooperates with
Rural Taobao of Alibaba, China’s largest e-commerce company, to
develop Shuangxin Fertilizer to become the No. 1 fertilizer brand in
the e-commerce business channel. In addition, XLX has developed
customized soil testing and fertilizer allocating project with the
assistance of “Internet+" by building XLX intelligent fertilizer
allocating stations, making scientific analysis for the nutrient in
the soil sample, customizing fertilizer formulation, unifying the
purchasing and distribution of raw materials, to provide formula
product for soil testing and comprehensive agriculture services
for farmer including testing, allocating , producing, supplying and
distributing.

Rapidly respond to quality issues, enhance customer satisfaction.
Combined with big data, XLX established expert questions and
answers session on its official WeChat account and gave classified
answers to online and telephone queries on product quality. In
2019, XLX continued to carry out market demand survey and
customer satisfaction evaluation in Southern Hebei, Shanxi,
Shaanxi and Eastern Shandong on a regular basis. By optimizing
the survey method, it enhanced the data analysis ability, and
improved the scientificity and accuracy of customer satisfaction
survey. The overall satisfaction score was 84.37 points, and the
customer satisfaction was higher than 80 points, achieving basic
customer satisfaction standard. At the same time of strengthening
customer relationship management, we should start from the
source, understand customer feedback from multiple perspectives,
and take customer feedback as the work direction to improve
customer satisfaction, forming a closed-loop management of
customer relationship maintenance.
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Evaluation of overall customer satisfaction in 2019

2019 F EREEREER

89.52
Product quality
mEE
84.37 86.35
Satisfaction Fertilizer efficiency
BEMEE AEZR
83.97 80.79
Brand advertisement Marketing service
mEE g R
82.22
Logistic service
i AR 7
B7 ANTI-CORRUPTION B7 RES
XLX has always taken commercial corruption and misconduct as the DEOE BB K S ER R mTT
focus of internal risk management and control, strengthened the RIERNBEREZENES - RILIE
correct business ethics guidance, insisted on improving the contract ﬁ@ﬁ'ﬁﬁ%L LM BRTESRGN
review, procurement and sales system process system, and made every CKBAMEHENERERR 27
effort to promote XLX's clean development TE@J’D\ RAIRRRER -
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XLX leadership places great emphasis on corporate anti-fraud practice
and has joined the China Enterprise Anti-fraud Alliance Association. For
the middle-level and above managerial staff and cashier, procurement,
sales, warehouse and other important positions involved in the
management of money and goods, XLX carries out annual irregular
professional ethics warning education for them , and establishes a
good complaint reporting channel. In 2019, XLX was awarded the title
of “advanced collective of enterprise anti-fraud from 2015 to 2018"

In order to further perfect the complaint reporting procedures and
approaches, heighten sense of integrity of management and core post
personnel, at the same time enhance the anti-fraud ability of internal
audit staff and prevent the risk or loss which comes from position crime
by warning education and training of professional morality. In 2019,
XLX organized some activities, such as the legal education activity for
party members, integrity and working agreement signing ceremony
and other activities.
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Ceremony of signing incorruptible employment agreement
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The legal education activity for party members
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XLX actively participates in environmental protection, education,
culture, sports, science, health, community building, poverty alleviation,
and other social welfare activities to devote love and create returns for

the society.

1)

SUPPORTING LOCAL AGRICULTURE

On 25 May 2019, XLX participated in the activity called
“Publicity week for reassuring rural investment of Henan
Province in 2019" to answer the questions on agricultural
investment for local farmers, and donated 2 tons of fertilizer to
poor households in Xiaowangzhuang village, Dongtun Town,
Yanjin County during the activity.
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Publicity week for reassuring rural investment of Henan Province in 2019
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2) SERVING THE COMMUNITY 2) EEIAHEFE

On 31 October 2019, XLX community carried out free clinic. . 2019%F10A31H LENE
BHERFARRERD °

On 8 January 2020, XLX's employees actively participated in - 20201 A8H  LELE
the activity “Non-remunerated blood donation and love” in BTHEBR2EMBLTHERD
Xinxiang City, with 138 people donating 55,200cc of blood. [EERM =RE L] ES

HH 138 AR 55,200cc °
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Free clinic Non-remunerated blood donation
RBED fE(ERm
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3) CHARITY AND DONATIONS 3) BOEE
On 16 January 2020, XLX paid a visit to the aged people’s - 20201 R16H - LELEE
home of Qi Li Ying and the long care apartment of Gang Tou R HBELELEWER - #
Yi Nian Yuan in Xinxiang and donated 4 tons rice for them. HrEEEFEEFAS - &M

EA - WIBBIAKAME o

Taking care of the elderly and donating rice
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Design and Production: i.Link Group Limited
www.ilinkfin.com
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