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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’, sticks
to an enterprise spirit of “Dedication’, 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 fulfill its responsibility as an enterprise citizen.

RESPONSIBILITY OF GOVERNANCE

The Board of the Group supports the Company to fulfill the corporate social
responsibilities, and to bear all the responsibilities of the Group regarding
environment, society and governance, management strategy and reports.
The Board is responsible for evaluating and measuring the Group's risk
on the 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 a person in charge of each department; specialists are
appointed to commence the work on ESG management and reports.
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COMMUNICATION WITH STAKEHOLDERS

Referencing the ESG guideline, and based on the degree of influence within
the group of stakeholders in the daily operations of the Group, the Group
identified its key stakeholders, including shareholders, investors, employees,
customers, suppliers, government, community, industry association and the
chamber of commerce, and responded to the reasonable expectations and
demands of stakeholders through the following ways.

Expectation and demand ZiEE A Rz 575K
- Enhance company value and standardize investor relationship management
RIANEEE  RBEREEHRERE
+ Achieve information transparency and efficient communication
BRI RERESICER
Response BB
The general meeting of shareholders
ERARE
+ Announcements and other publications

REREMTIY

Shareholders
and investors

BREREE 8T

Expectation and demand 22 F Fz= 57K
 Compliance with industry standards

TR

Industry
Response BT = association
- Mutual visits TENE
EERNG]
« Industry communications
HERZR

Community

HE BUE

Expectation and demand HZ2 M A2 573K
- Community service
Fad i
Response BB
Commumty commun\canon conference
MHEERE
+ Visiting the Community
=

BRIEF INTRODUCTION OF THE REPORT

The Company has prepared the “Environmental, Social and Governance
Report 2018 of China XLX Fertilizer Ltd.” in accordance with the
requirements of the Environmental, Social and Governance Reporting
Guide (the “Guide”). The Report describes the concept and practice of
sustainable development and social responsibility of the Company from
two aspects, being environmental and social, covering the period from 1
January 2018 to 31 December 2018. 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 in Henan and Xinjiang.
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Expectation and demand A2 F F2E 575K
« Compensation, benefits and career development
HrB4E A BB SR R
+ Occupational health and safety
BEEERTD
Response BBAN
Intranet
NG
- Training
b
«  Employee activities
=)

Expectation and demand B2 M FlzR 573K
Safety and quality

HERE
Suppliers Performance of contract
and BiTAR

{j:ﬁlgg;éegrsﬁ Response i&iBJ7 3\,

INEES Review and evaluation
FEATE
Customer satisfaction survey
EFMEERZE

Expectation and demand H8 A1 F 2% 573k
Compliance with national industry policies
BTRRITERE
Lawful operation
PEEE

Response BELN
Pubhc consultation

/Wuﬁ u@
Visiting the Government
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Green Factory Ammonia Energy Consumption Leader 2017 Award

BT 2017 FEAESEREEHOE(AKR)

A ENVIRONMENTAL

The Company has been stressing on 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 2018, the Company won the “energy efficiency leader
benchmark enterprise (synthetic ammonia)” for seven consecutive

years. In 2018, the Group was honorably awarded the “Green Factory”

and "Ammonia Energy Consumption Leader 2017 Award".
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ISO 14001 Environmental Management System Certificate
1SO 14001 IR E BB R REEE

A1 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),
and Solid Waste 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.

The Company improves its environmental management level by
establishing an I1SO 14001 environmental management system, and
conducts annual external audits.

The Company actively adopts internationally leading new processes
and technologies which is helpful to reduce the energy consumption
and the emissions of pollutants. Meanwhile, the Company vigorously
develops the cyclic industry, turns the coal ash and slag (solid waste)
into new building materials, recycles treated sewage and wastewater
back to the coal gasification process, and realizes “ultra-low emission” of
exhaust gas.
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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. The Group has built sewage treatment
facilities and has ensured the normal operation of environmental
protection facilities and wastewater discharge meeting standards.
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 sewage through internal self-measurement
and measurement conducted by the environmental monitoring
departments of Xinxiang City and Xinxiang County.

Since 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<40mg/L,
NH3-N<2 mg/L and total phosphonium <0.4 mg/L.

2018 A1.1 Emissions of Waste Gas and Sewage
RER KNP E

2018 4F A1

1)
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SHIR IR BS ORI ERPT R 2 B BEK & 38
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B 20174 2K+ 38 0 iR BB COD<
40mg/L ~ NH3-N<4mg/LH) 35 1Z
PP ) B 7K HE RS 3 T K RN M 3R
KB EE  BRBFERPENR
DA o BB IR 1B INHEIK COD -
NH3-N « 488 2 8 5 m & BE UR
HEX BRIEREREBER
COD<40 mg/L * |A<2 mg/L + 48
<04 mg/L °

Emissions of

Emissions of sewage Emissions (Tons) waste gas Emissions (Tons)
BEKBER PrrE (W) BERHBER PR = ()
Volume of wastewater

REXE 3,478,022.00 NOx 696.90
COD 149.78 SO2 457.63
NH3-N 4.22 Soot

Total phosphonium EEE 122.32
Gt 1.59
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2)

EXHAUST EMISSION

The exhaust emission of the Company shall meet national,
ministry, local, district and corporate standards. In order to meet
the emission standards for Soot, SO2 and NOx, the Company
has enforced the “Responsibility Scheme for Tower Director and
Chimney Director” and 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.

In 2018, the Company conducted exhaust emissions in accordance
with the standards of Soot<10mg/Nm?, SO2<35mg/Nm? and
NOx<100mg/Nm?. The Company made further renovation on
the techniques and facilities of furnace flue gas control to further
reduce the nitrogen oxide content of boiler flue gas. The existing
actual emission data are Soot <5 mg/Nm?, SO2<25 mg/Nm?,
NOx<40 mg/Nm?, respectively.

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 a proper location or
delivers them to qualified entities for incineration, compression
and other compliant treatments.

In 2018, all units of the Company conducted investigation and
identification of the company’s general solid waste and hazardous
waste, and identified 7 kinds of general solid waste and 26 kinds
of hazardous waste. Meanwhile, Plant IV will implement sludge
drying and coal slime drying projects to solve the problems of
solid waste disposal.
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HARMLESS WASTE

The Company’s major harmless wastes are furnace slag, fuel
ash, vaporized 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 minimize
the impact of waste on the environment. In 2018, the Company
by carrying out processing of coal ash, furnace slag and other
solid wastes and selling them as building materials, the Company
successfully transferred the unorganized waste emissions to
organized emissions.

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.

Regarding hazardous waste for internal use, the Company requires
clear records of the data relating to treatment or recycling facilities
(equipment) with mature technology, qualified operators, normal
operation of key equipment, material consumption and finished
goods (semi-finished goods) to be kept, and requires 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 the conditions are met.

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 is in strict compliance with
the requirements of the Management Measures for Transfer Forms
of Hazardous Waste.
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Emissions and Intensity of A1.3 Hazardous Waste and A1.4 Harmless Waste in 2018
2018F A3 BEBEEMR A4 BEFEEMNERERTE
Intensity (tons/million tons
Waste Discharge Emissions (Tons) production)
EEEYHE K Bk & (W) BER R E (g / B WA )
Harmless Waste
BEREZY) 352,864.27 744.06
Hazardous Waste
BEREEY 586.44 124
4) GREENHOUSE GAS EMISSION 4) RERBEHEN

In 2018, 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
organized by provincial and municipal committees, implemented
the carbon capture projects, and the promotion of carbon
emission demonstration project construction, and was successfully
selected into the first batch of pilot projects in the province, which
enhanced the company’s low-carbon influence. All units actively
carried out the establishment of low-carbon emission park, and
became the first enterprise in Henan province to carry out carbon
capture, utilization and storage. The Company attaches great
importance to the development of circular economy and has
carried out a few comprehensive utilization projects of resources.
For example, the processing of carbon dioxide gas into food grade
and industrial grade carbon dioxide for sale can reduce carbon
dioxide emissions by 500,000 tons per year.

20184F » /33 /00 FE AR (0] B R 3R B2
WERBERERSTIE]NE
P 2HTH MERZAKR
EREZE MR H MBI
I BHEMEEIEE - HEREE
MRE TRER BRI AERESE
—HAZIER BT AEMEK
FEN  DBLZSBEMBERARE
Bl EIRERE T e WA AR
EE—ZRABRRHE  FIAHES
FHRE - LEBELSEERER
BREE ARTZBEERRE
FAEE W B8R
MIKER AR T ER =Fh
EITHE SR S08BME =
S/LIR R BB HERR ©

SEEENERREIESON

BRSSO 8T

Carbon Emission Permit project
EERERE IR RS TR ER
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The major emission entities, Henan XLX Fertilizer Co., Ltd. and
Xinjiang XLX Energy Chemicals Co., Ltd. receive inspection on
carbon emission annually by investigation agency authorized 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 2018 cannot be disclosed in this Environmental, Social
and Governance Report consequently. To ensure the accuracy of
data, the Group herein discloses the data of greenhouse gases
emission in 2017 which was verified by the investigation agency;
the data of greenhouse gases emission in 2018 will be disclosed in
the subsequent report after verification.

AL ENMEEAE R R R E
DBELEREIBERRAREAE
HEREN  BFEEBESBUTRE
B 58 = 75 1% & I B9 T BE UER
BE - A ZER R ERE
R B AR ARG E
R E2018FRREREHENE
e BTRBEBEAERM - L
ELOEAREFRELE=FZ
B /Y2017 F ik BB - 20184
MBI BAZEREER
BRREPHE -

A1.2 Emission and Intensity of Greenhouse Gases in 2018

2018 F A2 BERBHIHMENREE

Emission Intensity

Emission of Greenhouse (tCO2e/Tons product)
Gases Emission (tCO2e) Total Emission (tCO2e) HWMZE
BEREHERK H k& (tCo2e) Bt 42 & (1CO2e) (tCO2e/ Wi )
Direct Emission (Aspect I)
BN (s —) 7,097,385.00

8,075,398.02 145
Indirect Emission (Aspect II)
EREERER (SE ) 978,013.02

A2 USE OF RESOURCES

The Group strives to make full use of recycled resources in all aspects
and maximize energy and water saving. The Company has developed
regulations and rules including the XLX Energy Saving Management
Regulations and the Integrated Measures for the Management of Water
Resources (for Trial Implementation). It aims to adopt measures which
are technically feasible, economically reasonable and in line with the
requirements of environmental protection measures, to reduce the loss
and waste at various aspects including acquisition, storage, processing,
conversion and consumption of energy and to use water and energy
more effectively and reasonably.

A2 BREH

DE D N KAER BRETTE D TERF A
BIR - RAREHETEEEIK o DE D
RIBEBRBERGE TOLELRRIEL
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In the process of development, the Company attaches great
importance to energy conservation and green transformation and
introduces new energy-saving technologies. From 2013 to 2017,
the Company completed more than 1,500 technical transformation
projects with an investment of about RMB 400 million, and applied
cross-industry energy-saving technology into the production system,
achieving good results. The Company’s traditional process of producing
a ton of synthetic ammonia consumes 1,000 kg of standard coal, which
is 28% lower than the national energy consumption limit and 25%
lower than the industry average. Since the coal-water slurry gasification
process was put into operation in 2013, the Company has won

DELEERTD S E BRI
e eBiE TYE - SR REFT RN -
2013-20174F » FLFEAK 1,500 SRIE AY AT
MEEIEE - WEWNABIL BETE
METRERMTERNEERGS - BUE
TREFHHR - DENMEGTELE
—MEA R EHFRIZ AR 1,000 8T + £
B R FEPR RE R E(E 1K 28% @ LL1T%
TR FAR25% : KERFTILTEB
2013 FEBITUIAR - BIBEMHEIE
Fifrohs - BB BT [fEsER

ERHER] GAERLBEIZRERR

‘energy efficiency leader benchmark enterprise” for two consecutive

years through the energy-saving technology transformation. The FEMEIK27% » thATETFHKFAR17% ©
comprehensive energy consumption is 27% lower than the national
energy consumption limit and 17% lower than the industry average.
1) ENERGY CONSERVATION 1) EREER
The Company established the “leading group for energy NABT BAKLIBHENA [ 8isk
conservation and emission reduction” headed by the general BBERE/NAE ] BRIBTEEE B

BiEEEH - BB EIRER
ERBRABCENBRBREE LS
BETITMITA  BENEERIR
[EEEEEAER - THRLE S
FERERNBE - DELKE
GB23331 MV TREIREIRE R - W
BIBINPEEE BIZERE o

manager, which strictly implements the responsibility system for
energy conservation goals, instills the enterprise’s strategy into the
behavior of all employees through the performance management
system for energy conservation goals, and ensures the realization
of enterprise strategy with performance management, and
creating the channel between strategy and performance
realization. The Company has established an energy management
system in accordance with GB23331 which is inspected and
approved by an external supervisory body.

@m .
.08 % 24K A KBRS
mﬂﬁt:;:“l&ﬂ

MU, M
i P BT - MRS AN LR
R T L e ]

LIE2 CAPEERREYFRRLASS RRRERLGD. D
mmm RERE. SRRERANTLTREENRA.

SN ARRS R TREARNNEARERR 1)

¢ se
L...Q,ii -_—

Voluntary Energy Conservation
Commitment
EfigE B FEHGE

GB23331 Energy Management
System Certificate
GB23331 AR B R RERE
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Each year, the Company allocates special energy-saving funds DEBLEBERHEMNEFERRAL
to conduct energy-saving technological upgrading projects as © BFtEl D EHMARER
scheduled and based on the order of priority, accelerates the EnRE TR ETEE 0 MVER S
elimination of old techniques, technologies and equipment FEEER SR TE - BiTAIRE -
with high energy consumption, encourages the introduction 3 5% Bl 51 3 B HM 5 HE B g BT
of advanced foreign energy-saving technologies and develops, FEE - HERE - FE FOEDRE T £ -
promotes and applies new energy- saving technologies, new T8 FkE - MR 2018
technology, new equipment and new materials. In 2018, the FEMBMENKIGREKEKEE
company implemented 25 major energy-saving technical REBE2E(FAEER - KRER(E
renovation projects, such as new condensation recovery device for BB ABRFEAELERK
desalted water and Heat Optimization Project and the Urea Energy BiBE R BIE B 2518 © FHig 82 E
Balance Optimization Renovation Project, saving energy of 11,000 E BEEELE o
tons of standard coal per year.
All units of the Company strictly follow the national and industry DEOEBAIBRBHITE XM
standards for energy consumption limits, and the efficiency of TEHEERERERE - I Y
power consumption equipment is measured on a regular basis to FRERBETHIEATE  BRE
ensure economic and reasonable power consumption at all units. BULESERE - 2018F L&
In 2018, commissioning and operation of the Company’s oil ring OHIREZERAFAETTNA - &
vacuum pump was completed, achieving the expected goal of ZFEHIENE B Y ©
power saving.
A2.1 Energy Consumption and Intensity in 2018
20184F A1 REIREFER B E
Consumption Intensity
(MWh/Tons Product)
Type of Energy Energy Consumption Total Consumption (MWh) BEETE
geRER BERHFER BEFEHE (MWh) (MWh/BiE &)
Fuel 955,247.22 Tons A
PRFHEE
Raw coals 2,475,372.81 Tons
JREHEE
Diesel Fuel 433.82 Tons I
s 20,875,562.09 440
R
Gasoline 480.00 Tons M
it
Electricity 152,856.76 GWh & &
S
Natural gas 2,03691 35K

FEOBL —F\FEE  HEREAES 13




In order to standardize the purchasing behavior and save
resources, the company 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.

BTREREITR
DHECRBRRBEREEE) I
HHERMBNERETEEMNSG
MERE  RBBEMHNER B
BEMBHIRE

FHWEIR D&

A2.5 Consumption of Packaging Materials in 2018
2018 F A5 BEMBHNAERENERIGE

Unit product share
(tons/10 thousand tons

Type of packaging materials Consumption(Tons) of products)

BEMEER SHFEE (1) BUEMLE (W/ BMER)

Woven bag 10,451.05 22.04
2) SAVING WATER RESOURCES 2) ERIKEIR

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, which is responsible for setting annual water-
saving targets, indicators and incentive measures, and accountable
for information collection, technical reserve, project implementation,
optimization and transformation, personnel training, research activities,
supervision and inspection relating to water saving management.

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.

DELBRICBREKERE » SN A
KER - B2 e EE KL
TKER—BILEREZES  BEY
ELELFEIHKERE - 15ERAE
EHEMEKE R T ENEMKE &K
s Ti2ER  Bldug - AR
B WEERY  EEREETE-

DD E BEITERKIEF - ASB B
THEMRERK o D@ OB B E TE R
EERASEKERNGEENA - X
MARHEREMHHBNE - BT IR
SREROBERMAER - OEOBRE
TR KB A A PR 2= R AT BE R B FE (O] AR
BAMF I ERIR = AR -

A2.2 Consumption and Intensity of Water in 2018
2018 A22 K EREE MR E

Intensity of Water Consumption

Type of Water Consumption of Water (Tons) (Tons/ Tons Product)
¥IN: Ok <Kl MEFEE () IKFEREE (W / WA E )
Water 9,953,394.53 2.10
K
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A3 ENVIRONMENT AND NATURAL RESOURCES

B1

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

SOCIAL

While striving to maximise profits, the company also places high value
on human resources. As an enterprise with social responsibility, the
Company 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 such as 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” to effectively ensure that employees
enjoy their labour rights and perform their obligations in accordance
with the law. The Company 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”, and 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 Company and employees.

A3 RIRRRAEIR

B1
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LWE'J%JREUE REBRTE - B
TMIRREEEBRMEREIEE

% HECGREREEIERTE )MCOOE
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RERIABER - BMPBRRERKRAE
TREE -

e

DEOLERBEFBRE - ¥ AN
BRSEER (FR—EAEHEE
TRABE L& /L\HﬁFLA}\EKJ
MBEREIER  BRHAL 2%
FERA > BT xE E’J#ﬁ%%ﬂ%b
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3

ARRABPMRBCPEARKXMBE L EE)
MK EARKMBES B & BE)EE

RERHE TOLELRRIAE - 58
ERMRE) WREBEIHKEZHSH

RAMETHHERS - DELHRET
RARREENUE  EEERLE -

BT - AIRE  HHEN - [2
B—% | MANETEYBHETIAAR

KI7Er - 2H6 - ZARMBELET
MTIEETE - BELXE2EBEER
BHBEMNE - ERNSBEE - A
fREAREE THHRRRE -

—N\FERE  dgrkEA®RE 15



1)

PERSONNEL RECRUITMENT

The Company implements unified personnel planning and
recruitment. 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.

In September 2018, the Company established “the personnel
planning and annual recruitment plan’, “three years personnel
planning and recruitment plans in 2018" and other relevant
regulations, added staff through internal staffing, employees
hiring, introduction of technical talents, management trainees
and other ways, to guide recruitment activities. At the same time,
the Company established the hierarchy of cadre, by importing
and personal cultivation of high-quality talents, optimizing the
structure of company cadres, improving cadres' professionalism.
In 2018, the Company audited the basic data of human resources.
From the perspective of functional division, office staff accounted
for 38%, and production workers accounted for 62%. From the
perspective of education background of employees, 84% obtained
college degree or above, 16% received undergraduate degrees;
the new employee entry rate reached 5.2%, which improved
the company's per capita labor efficiency and promoted the
company's human resources overall planning.
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2) COMPENSATION AND WELFARE 2) HEER
The Company has set up a fair and equitable, multi-level, DELEBYTAFERIE %
multi-type compensation incentive system, subject to annual R ZRERE BN R -
adjustments. FERETHAE o

LFIFHHETIRE R

Compensation and Welfare System

Fixed income(basic salary), variable
o income(performance pay/sales incentives/unit
Position salary .
T pay), subsidies / allowa etc
TS BEMAGEATLE) - BB GRTE/H
ERKETHIE) - A

‘ _ General Manager and Deputy General Manager
Direct Various types reward, various types of incentives, year-end
compensation of bonus bonus etc
BEEE BREe SR EIEERES  SEMEBES -
e L

Medium and Middle and senior level year-end bonus
Compensation long-term incentives R EEBERAA

structure = BB

HrB A

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,
fid 2 7 P EIRER tourism,community activities, labour protection
clothes etc
Rig - AiES - BIRAKE - HFE - B
/A - £HEY - IEEEEY 2/ &
B HEE RENE %8 ijig iAo
R HEEE) - BRIES

Indirect Various types
compensation of welfare

Adjustment and Increment

FHE R’
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On May 28, 2018, the “2018 Annual Salary Adjustment Plan of XLX
Company” was discussed and adopted at the regular meeting
of the Company’s managers. After consideration, the Company
decided to provide more than RMB 31 million for annual salary and
welfare adjustment, which was implemented in May 2018.

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 accommodation. In
2018, large amount of medical insurance benefits was added, the
maximum payment for basic medical insurance has been raised
from RMB 80,000 (upper limit of hospitalization reimbursement)
to RMB 300,000, which increases the reimbursement amount for
serious diseases and improves the Company’s care for employees.

INCENTIVE MECHANISM

In order to promote and encourage innovations, the Company 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,
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 free travelling opportunities.
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5) PROMOTION AND DEVELOPMENT 5 BAHE#RE
The Company’s position system has established standard DNE U B B 7 B8 B 3 B 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, the Measures for the Administration E) - CBRIEBDAGTEIE)E
of Recruitment and Ranking Engineering Technicians, and the —RINEREIVE -

Measures for Grading Assessment of General Work.

Chairman
BER
General

Manager
frszd
Deputy
General

Management

B4
Assistant to
GM

HI%IR R

Director/Plant

Manager

e R

Sales Expert

HEEX

Manager/
Associate
Manager

Senior Safety
BREE

@E/EW@ Safety
3 Director Experienced
TIRR Business Senior
Manager Technician
Eg;fi‘eyer AREHE B
, R2 TR =
) Supervisor- .
Supervisor o Assistant
T level Speaaist Safely
FTERHEE B Senior Technician
Eﬂ}rjgggzrl Business AR
Jer _Manager
Specialist/ mﬁiﬁﬁ Level 3
Leader Worker
28 R =&T
Business Level 2
S1 Manager Worker Z#&
Sy v s T
Level 1
Worker —#&
T
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6) CARE FOR EMPLOYEES'LIFE 6) BEETLE
On the afternoon of December 4, 2018, the 4th “I love my - 2018F 12 A4 B TF - DED
family and | am grateful to have you” collective birthday of AEIEMNEHRERR RE
the Company was held in the classroom on the second floor B EBEBTREHES
of nitrogen fertilizer research center. The employees whose D TIERBHERIT - RHR
birthday are in the 10th lunar month and their parents were BITREBTAEEHNBEIRR
invited to participate. Yugjian Liang, vice President of XLX trade FHEEL2M - ELTEEIE
union, and chairman of each labor division had a special and FBRET BN IEXFHEE
unforgettable birthday with each of the families. URAFLRER T —ERHRM

HTHAER -

On September 17, 2018, the autumn military training . 20189 R17H  MEEEK
presentation was held in the flag- raising square of the second IR ERE— D ARHER
branch. More than 1,600 representatives from 22 teams of the BEERIT  RNEBEMA22
Company were inspected by the leaders of the Company. TREKLI60088A @ BEF

T RREIREN®E] -

On September 14, 2018, the Company held the keynote - 2018F9R14H F REEHT
speeches with a theme of “learn from Jinggangshan spirit [EHMELEE BITEEX
and practice barracks culture” More than 300 management bl xB®mES - KERFAE
cadres and party members from various units of the Company BR300 EEREHE - B
attended the conference. BREZMNTAE -

On April 16, 2018, the Company held the 14th staff and . 2018F 48160 ATUE
workers’ sports meeting with the theme of “show the true HEEE AR LB E ]
meaning of sports and promote the spirit of striving’, and REE BPRTETOEBRT
more than 1,440 people participated. EEE - HE1 44080 AN ©

CHEETIR
The 4th “I love my family The keynote speeches with a The autumn military training The 14th staff sports meeting
and | am grateful to have theme of “learn from Jinggangshan presentation E+mfET
you” collective birthday spirit and practice barracks culture” MEFEE(TT BE
FE[RERR - BEE [EHE LRSS BITEExt] R
RIEREREY TRWmES
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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 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.

1) OCCUPATIONAL HEALTH AND SAFETY MANAGEMENT
SYSTEM

The Company protects the production safety by continuous
safety supervision and daily inspections. The Company organizes
a special inspection every six months to eliminate potential
accidents. In 2018, the Company has organized a special
investigation on filling positions, dangerous vehicles around and
trans- boundary pipelines. A total of 71 problems have been found
through self-examination. Corrective measures were formulated
and rectification was carried out step by step.

2) SAFETY CULTURE DEVELOPMENT

The Company pays attention to the publicity and training of safety
culture and strictly abides by the General Safety Requirement
and Provisions on the Supervision and Administration of Labor
Protection Articles in the production operation, to regulate the
employees’ safety from multi-dimensions. On February 7, 2018,
the Company issued the Safety Culture System Perfect Plan and
put forward clear requirements on the organization’s security,
duty process, and specific improvement measures. Meanwhile,
the Company arranged education and training for organized
employees on the warning signs of seven major accident types,
and formulated the corresponding management improvement
measures respectively to strengthen the safety awareness of
employees.
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3) SAFETY MANAGEMENT

With the expansion of the Company, the introduction of
new processes and new media, and the diversification and
complexity of production safety risks, the Company completed
the construction of its Emergency Command Center in January
2018 to improve the Group's ability to deal with accidents, crisis

ZEER

BEERRIRBANIEAR - 3 TEH
MEMEIA - ZEEERRE N
LA MEREL - REIR2018F
VAR ESEERLER
URREBARMNERNEHE

and command. In 2018, the Emergency Command Center B EERN208FEZERE
organized two company-level emergency drills and two factory- RO R AR E SRR -
B8 5 TR AR FE OB AR T EL R
WEBERMFTLL - TETRFER
B - REE -

level emergency drills. Through the drills and evaluations, the
effectiveness and standardization of the drills will be constantly
improved.

¥ | I

Dimethyl ether tank car leak emergency drill of 2018

2018 FF — B E )% 75 8 208 4R

B3 BERIZII

B3 DEVELOPMENT AND TRAINING

The Company attaches great importance to talent training and
has established an education mode with the characteristics of the
Company. In 2018, the Company provided differentiated job skill
training and general quality training for employees at different
positions and levels, held academic classes together with colleges and
universities and implemented a mentorship system etc,, in order to
increase the knowledge and skills of existing employees and to ensure
their abilities to meet the development needs of the Company.

B4 LABOUR STANDARDS

The Company 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 Personnel and Labor Management
Regulations to specify that the new employees to be recruited must
be aged 18 or above. The Company has no illegal use of 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.
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B5 SUPPLY CHAIN MANAGEMENT

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

B6 PRODUCT RESPONSIBILITY

The Company 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’, 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 environmentally-
friendly products.
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In addition, the Company has established a quality control system
ISO9001, which was approved by a third party, and formulated and
strictly implemented internal systems and procedures including the
Control Program of Product Realization, the Management Program
of New Products, Maintenance Management Program for Public
Relations, the Management Measures for Customer Satisfaction Survey,
the Regulations on the Management of Product Formula and the
Intellectual Property Management Procedures. 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 accurate product
information, to protect the intellectual property rights of the Company
and others, to maintain fair competition in the market, so as to fulfill
the Company’s responsibility for consumers and the community.

1) ENSURING PRODUCT QUALITY

The Company holds regular quality analysis meetings, conducts
a variety of activities in the National Quality Month, in order
to increase product quality awareness and create a good
environment in which everyone cares about quality. At the same
time, in line with the principle of "high efficiency, environmental
protection and safety’, the Company has formulated the “New
Product Introduction Acceptance Procedure” to strengthen
the process inspection. The Company has a rigorous product
evaluation system. Before the products leave the factory, they must
go through a lot of 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 launched is green, environmentally-
friendly and effective.

In 2018, based on the basic principle of “low cost and
differentiation”, the Company conducted product research on a
total of 25 products. At present, it has promoted more than 2,700
tons of products.
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2)

PROVIDING HIGH-QUALITY SERVICES

The Company actively explores a more diversified and efficient
service model. It cooperates with Rural Taobao of Alibaba, China’s
largest e-commerce company to develop Shuangxin Fertilizer,
the No. 1 fertilizer brand of the e-commerce business channel.
The Company has also established a first-class agricultural team
to provide online agricultural guidance. Shuangxin Fertilizer
demonstration fields have been established to provide services
including scientific cultivation, soil fertilization, field management
and agricultural technology guidance.

In 2018, the Company built 3,652 demonstration fields, held 1,412
observation meetings and built 209 demonstration villages. In
addition, the Company has developed customized soil testing
and fertilizer allocating project with the assistance of “Internet+".
By building XLX intelligent fertilizer allocating stations for soil
testing and fertilizer allocating projects, the Company scientifically
analyses the nutrients of the soil samples, and hence customizes
fertilizer 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 92 intelligent
fertilizer allocating stations.
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Xingnong Company " s venue layout in
Qingfeng market exchange meeting
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The general manager of Xingnong Company
communicated with the visiting dealers
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B7 ANTI-CORRUPTION

In order to further improve the complaint reporting procedures
and approaches, improve awareness of management and core post
personnel on non-corrupt practices, improve the anti-fraud detection
ability of internal audit staff and prevent the risk or loss which may
come from workplace crimes, the Company conducted vocational
integrity training for the sales system on February 5, 2018, and trained
423 staff. On August 9, 2018, the Company organized a legal education
activity called "visit Xinxiang prison in Henan province” for party
members and cadres for warning education.

PN s

Professional integrity training for the sales
system on 5th February
2 A5 BIEE RSEITRERBUSII

XLX leadership places great emphasis on corporate anti-fraud practices
and joined the China Enterprise Anti-fraud Alliance Association in
2018. For the middle-level and above management personnel and
cashier, procurement, sales, warehouse and other important positions
related to money and material management, the Company carries
out professional ethics warning education for them from time to time
every year, and establishes a good complaint reporting channel to
improve the internal and external environment of anti-fraud behaviour,
enhance the professional ethics of management and anti-fraud
concept, improve the ability of audit and prosecution personnel, create
an open, fair and just operation environment, and establish the best
social image.

B8 COMMUNITY INVESTMENT

26

The Company actively participates in environmental protection,
education, culture, sports, science, health, community building, poverty
alleviation and other social welfare activities to dedicate care and
create returns for the society.
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1)

2)

POPULARIZATION OF TECHNOLOGY TO SERVE FARMERS

Established XLX national fertilizer and efficiency cooperation
network, established more than 300 experimental sites across
the country to carry out research on high-efficiency fertilizer
and fertilization technology, and to guide farmers to increase
production and income and to drive modern agricultural
progress.

Set up XLX technology demonstration village, built 100
technology demonstration villages in China, trained farmers
in agricultural technology, and improved farmers’ planting
technology.

Will invest RMB 35 million (a total of RMB 35 million for three
consecutive years from 2017 to 2019) to launch the large-
scale public welfare activity named “Enrich China” and fulfill
the mission of “China Efficient Fertilizer” advocate.

DONATIONS AND ASSISTANCE

XLX always adheres to the value of honesty and sincerity, giving
back to the public with gratitude, and actively responds to the
national poverty alleviation activities, and vigorously carries out
poverty alleviation projects such as poverty alleviation through
providing public welfare, poverty alleviation through advancement
in science and technology and contributes to the promotion of
poverty alleviation activities. In 2018, the Company organized
a number of fundraising activities, including donating RMB 1
million to the Moral Model Award and help raise funds for the
fundraising activities in Langan Township, Yulan County, Xinjiang,
and the establishment of the "XLX Company education fund” The
Company donated RMB 1 million to the “100 enterprises to help
100 villages”, the poverty alleviation fundraising activity, held in
Xinxiang County.
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L S 3O : W
XLX donated RMB178,378 and clothing, shoes and other items to the poverty alleviation fundraising
activities in Langan Town, Yulan County, Hetian District, Xinjiang Uygur Autonomous Region.
DELMFTBEERIE B AR A ENEEZE T A ERBFEEH R E 178378 TMKY - &
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XLX donated RMB1 million to Xinxiang City to launch the Moral Model Awards Assistance Fund so as to help and
promote the construction of Xinxiang.

B R RREE R R R R E SR 100 BT - BYE R AR -

Xinxiang county held the “100 enterprises to help 100 villages” and poverty alleviation
mobilization meeting and donation of RMB 1 million.
FRGAR TACEAN | EEEEMHEREHEREY - VELRSBHERI0ET °
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3)

SUPPORT COMMUNITY ACTIVITIES

In 2018, the Company established the XLX community with
a total construction area of about 250,000 square meters and
a permanent population of about 11,170 people. The current
planned construction of the community has a convenient service
hall, which provides property management services, party
culture construction services, integrated services, civil affairs,
judicial assistance, labor safeguard service platform, party room,
residents’ committees room, comprehensive control room, conflict
mediation room, etc., the next step is to constantly improve all
kinds of facilities in the community, at the same time, the Company
will also actively promote community organizational construction,
management, the implementation of grid, communication with
the government, give full play to the functions of community
services, in building a civilised community in Xinxiang.
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