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CHINA XLX DEVELOPMENT STRATEGY:

Adhere to the enhanced development direction of the cleaner
chemical process of coal, and maintain the privileges and leading
status in the chemical fertiliser industry. Meanwhile appropriately
develop new energy and new chemical material, establishing the
‘Fertiliser as base, fertiliser and chemical side by side’ development
plan.
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This report is the environmental, social and governance report of China XLX
Fertiliser Ltd. (hereinafter referred to as XLX group or the group) in 2020.
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
Inclusiveness”, and regards “for a better tomorrow” as its social responsibility,
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Referencing the ESG guideline, and based on the degree of influenée!®« y ESGI+O0 SY;B
within XLX of stakeholders in the daily operations, to be identified its kéy¢ Ud (i%2« ;B ék U6
stakeholders, including shareholders, investors, employees, customefs,Y "«Bo( dA£9 €Y ;B’
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Based on the development concept of “for a better tomorrow”, XLX group
insists on the upgrading development direction of clean coal chemical
industry to ensure the advantages and leading position of chemical fertilizer
industry. At the same time, new energy, new materials and chemicals
should be moderately developed to form an overall industrial development
pattern of “fertilizer based, fertilizer and chemical simultaneously”. In the
next three years, the group will actively respond to the social and industrial
upgrading and development, as well as the requirements of the United









Sustainable

2020 and Development Goals

before 2020 Between 2021 (SDGs)
Targets 2020 E ¢, and 2023 2025+ L¥7 5f
fz 2020 E~A J8QgE 2025 E iefz

Set “Environmental On the one hand, Through new technology

Protection Management the group formulates and new equipment,

Regulations”, “XLX medium and long-term  achieving the goal of

Group Energy Saving low-carbon, energy- energy saving, resource

Management Regulationsaving and water-saving reuse and low pollution

and other relevant plans to optimize specific emission, and achieving

regulations to strengthen technologies and devicesthe goal of improving air

management and on the other hand, the  quality and protecting the

reduce the impact group optimize energy  environment.

of environment and operation and reduce the - @ -1"e-£8&

natural resources; at impact of environment Q-+e UZ:\q

the same time, water-  and natural resources -TQ°6EU&®°

saving appliances and  through real-time td(: Q- d /

equipment are also used monitoring of various Ze-« nYfzf

in the plant. devices.
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Targets
fz

2020 and

before 2020 Between 2021
2020 E ¢, and 2023
2020 E~A J8gE

According to the
requirements of national
and local governments,
XLX group formulates
corresponding measures
to face climate change.
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Development Goals
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2020 and

before 2020
Targets 2020 E ¢,
fz 2020 E~A

the Labor Law of the

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
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Between 2021

me YO ~[AE
People’s Republic of ChingA f

obligations under the law.

Sustainable
Development Goals

(SDGs)
2025+ L¥7 5f
2025 E iefz

In accordance with laws Establish a perfect labor The global labor and
and regulations including and human rights policy. human rights policy has
reached the industry-
leading level.
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2020 and

before 2020 Between 2021
Targets 2020 E ¢, and 2023
fz 2020 E~A J8gE

To protect and improve  Carry out secondary

and regulations including to “tourism factory”.
the Labor Law of the A@ t za-Ed
People’'s Republic of ChinaB ¢ E@ 0 8 pd
the Safe ProductionLaw +DD}y " "@ ™
of the People's Republic £ U7"@ ™
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
gotten the Certificate of
Occupation Health & Safety
Management System.
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the working environment, planning for the plant
and safeguard the safety area, create the whole
and occupational health of process of occupational
employees, XLX has been imealth, and make XLX
strict compliance with lawsgroup from “green factory'health of employees, in
line with international
standards.
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Increase capital
investment, constantly
improve the working
environment, protect
the physical and mental
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Sustainable

2020 and Development Goals
before 2020 Between 2021 (SDGs)

Targets 2020 E ¢, and 2023 2025+ L¥7 5f

fz 2020 E~A J8QgE 2025 E iefz

The group has carried outThe group will continue to To establish an
differentiated post skills upgrade learning coursesinternational advanced
training, general quality and training platforms  technical and
training, jointly running  to help employees management team.
academic classes with  improve their generaland m7c¢i<Y|”q
colleges and universities, professional abilities. M#[* Yf

as well as teacher leadingc ZAz<t18d

apprentice mode, 1fotaf 0¢C

and made use of time  A;(di?p " EU

Guanghua online training & d°-\+b¢ Y 8

platform to improve the b f

knowledge and skills of

employees. The group

also carried out study

tours to Japan, Germany

and Taiwan.
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Targets
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Sustainable

2020 and Development Goals
before 2020 Between 2021 (SDGs)

2020 E ¢, and 2023 2025+ L¥7 5f

2020 E~A J8gE 2025 E iefz

XLX strictly complies withThe group will continue toln line with relevant

the Labor Law of the strictly abide by relevant international laws and
People’s Republic of Chinkaws and regulations, regulations, continue
and the Labor Contract formulate corresponding to improve the group’s
Law of the People’s treatment measures, and personnel and labor
Republic of China, and protect the basic rights of management regulations.
formulated the XLX Groupemployees in all aspects. Y 7¢ &,
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Sustainable

2020 and Development Goals
before 2020 Between 2021 (SDGs)

Targets 2020 E ¢, and 2023 2025+ L¥7 5f

fz 2020 E~A J8QgE 2025 E iefz

Implement supplier Through group Based on TFs and
control plan, improve management, promote  ecovadis, improve
supplier audit process, the platform application the supplier social
access assessment and of supplier management, responsibility

standard setting. At the procurement requirements, and build a
same time, establisha management and sustainable supply chain
quality manual, make bidding management, management system
statistical analysis and  and establish the big dataframework.

form a list of quality procurement platform of ? 6 TfSq EcoVadis
defects, set a closed loop XLX group company. 6D _62, Ed
feedback process,and @« -YM#d? ( 5f6bam
force suppliers to improve t q2?6D M#e # 0éVf
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Sustainable

2020 and Development Goals
before 2020 Between 2021 (SDGs)
Targets 2020 E ¢, and 2023 2025+ L¥7 5f
fz 2020 E~A J8QgE 2025 E iefz
Strictly abide by relevant 1. Through the group’s Make the products of
national laws and new technology XLX comply with the
regulations, ensure the and new equipment relevant regulations of
product quality, provide to ensure the global supply countries
the quality service, product more green, or regions for chemical
increase the customer environmental and  fertilizer.
satisfaction, upgrade efficiency; 4D1PY*UL¥E
the customer service 2. Continue to maintain "6PD7D® Ad
platform, and improve the high customer ‘mY @e>f
the product and service satisfaction, and
complaints and handling maintain the scores
methods. higher than 90;
gmA7e &, 3. Stive for the timely
,ed-e*U/Ze handling rate of
d6’/ e# complaints can be
O e°t ; stabilized at more
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Sustainable

2020 and Development Goals
before 2020 Between 2021 (SDGs)

Targets 2020 E ¢, and 2023 2025+ L¥7 5f

fz 2020 E~A J8QgE 2025 E iefz

XLX group actively In the future, the group  Give back to society as
participates in social will actively respond much as possible and
public welfare activities to the call of the create a harmonious and
such as environmental government, receive the beautiful community
protection, education, task of poverty alleviationenvironment.

culture, sports, science, accurately connect 8 *«2¢ _6d0¢
health, community the target of poverty qSO»Y_  af
construction, poverty alleviation, and strive for
alleviation and so on, the best performance of
contributing love and poverty alleviation.
repaying society. J8« Z =uobA
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The main data range of this report is from January 1, 2020 to December 31,
2020 (a part of contents are beyond the above scope). This paper expounds
on the concept and practice of sustainable development and social
responsibility of XLX group from two aspects of environment and society.
According to the requirements of the guidelines, XLX group disclosed
the key performance indicators in the field of environment in the report,



XLX has been stressing environmental protection, energy-saving
and emission-reduction and comprehensive utilization of resources.
In 2020, XLX group will continue to disclose its environmental
performance. Under the supervision of the board of directors, XLX
will take the initiative to adopt the industry’s advanced cleaner
production technology, speed up the industrial upgrading and green
transformation of the enterprise, and invest a lot of money in the
normal operation of environmental protection facilities every year. In
addition, XLX Group continues to innovate and improve its technology,
optimize its infrastructure, and achieve the leading level of the industry
in terms of consumption indicators. Since 2011, the group has been
rated as “energy efficiency leader benchmarking enterprise (synthetic
ammonia)” by the Ministry of industry and information technology of
the people’s Republic of China and China Petroleum and Chemical
Industry Federation for nine consecutive years. In the national key
industry energy conservation and emission reduction standard
competition, the group has won the “National May 1st Labor Award”
and the highest environmental credit behavior evaluation level of 5A.

In 2020, XLX group will carry out four research projects on new
technologies of energy conservation and emission reduction, including
one project on environmental protection, two projects on energy
conservation and one project on water conservation. Compared with
that in 2019, the energy consumption continued to decline, which laid
a solid foundation for the group to take the lead in energy efficiency
and promote the technological progress of the industry.
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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, 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 1ISO 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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For wastewater, XLX’s sewage discharge has been in strict
compliance with the national, ministry, local, district, and
enterprise standards. In order to minimize the generation of
wastewater, XLX group has installed wastewater treatment
facilities. Since the wastewater purification equipment was
put into operation, the technology department, branch
plants and equipment manufacturers have reformed the
filtration, purification, backwashing, water pump and odor
of wastewater purification equipment. In addition, the
daily management of wastewater equipment and strict
implementation of process operation have ensured the
environmental protection facilities in the normal operation
and stable discharge of wastewater. Only when the water
quality meets the company’s external drainage water quality
standard can XLX group directly discharge water through
clear water ditch or clear water pipe. In order to ensure
that all units of the group have effectively controlled the
links of sewage generation, all units of XLX group have
strengthened the management of discharge outlets, installed
standardized metering facilities, and carried out regular
comparison and strong inspection. At present, the wastewater
treatment equipment has basically reached 15-20 treatment
capacity, effectively reducing 80-90% impurities and grease
in wastewater, reducing acid distribution blockage, and
extending the operation cycle of wastewater evaporator.
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Since 2017, XLX group has controlled the impact of
wastewater discharge on groundwater and surface
water according to the indicators of COD 40mg/L and
NH3-N 4mg/L, which is stricter than the discharge standard
required by the government. In 2019, by introducing
technologies such as reducing total nitrogen with
concentrated water, ceramic membrane ultrafiltration and
gasification ash drying, compared with the original ion
exchange resin method, the wastewater discharge is greatly
reduced. In 2020, the group adopts the process of lime, high-
density sedimentation tank and ozone catalytic oxidation
to treat the existing RO concentrated water, so that the final
effluent COD is less than 40 mg/L. At the same time, the
total nitrogen in the water is further treated by the advanced
denitrification device, which provides the basis for the reuse of
this part of wastewater. In the next three years, XLX group will
continue to develop new technologies, and plan to reduce
about 50% of the wastewater by adding new reclaimed water
reuse facilities.

In 2020 In 2019 In 2018 In 2020 In 2019 In 2018

Emissions of waste water 2020E  2019E 2018  2020E  2019E  2018E
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The emission standards of XLX group meet the national,
ministerial, local, regional and enterprise standards. According
to the standard of fume 10mg/Nm3, SO2 35mg/Nm3,
NOx 50mg/Nma3.

In order to achieve the emission of fume, SO2 and NOXx up to
the standard, XLX group implements the “tower leader and
chimney leader responsibility system”. All boilers are equipped
with dust removal, desulfurization and denigration devices.
Online monitoring devices are installed at the boiler outlet
and operated by a third party. Online data can be uploaded
to national, provincial, municipal and county monitoring
platforms. The concentration of sulfur dioxide in boiler flue gas
is less than 10mg/m, the lowest is less than 5mg/m, and the
desulfurization rate is 99%. In 2020, the group will install an
online monitoring system for ammonia escaping pollutants
at the pollutant discharge outlet of the boiler to control the
ammonia consumption, reduce ammonia escaping and
improve the treatment level of pollutant discharge; at the
same time, the group will carry out denigration transformation

on the boiler, increase SCR catalytic reaction device, improve

the treatment efficiency of nitrogen oxides in the boiler, and
control the concentration of nitrogen oxides within 30mg/m.

The emissions of nitrogen oxides, sulfur dioxide and fume

and dust of XLX group this year are 336 tons less than those

of 2019. In the next three years, the group will use ammonia

desulfurization, SCR + SNCR combined denigration and other

methods to control the particulate matter in the waste gas
at 5mg/Nm3; SO2 10mg/Nm3; NOx 35mg/Nm3, so as to
ensure that the company's waste gas treatment emission is in
the leading position in the industry.
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In 2020 In 2019 In 2018

Emissions of waste gas 2020 E 2019 E 2018 E
; °6 Emissions (Tons)
COZES .
281.85 635.30 696.90
SO2
zZ -?
103.65 88.38 122.32

1400.00
1200.00
1000.00
80.00
60.00
40.00
20.00

NOx ¢ -J m S02272 -? m Fumeg¢



According to local standards, XLX classifies wastes as harmless
waste and hazardous waste which is beneficial to deal with
hazardous waste and recycle or dispose of the harmless
waste, 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 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 to
reduce waste emissions. In the next three years, the group will
continue to hand over qualified third-party units for compliant
waste disposal.

In 2020 In 2019 In 2018

Waste Discharge 2000E  2019E 2018 €

;Y J°0 Emissions (Tons)
CHZES

320,272.98 164,279.85 352,864.27
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In 2020 In 2019 In 2018
2020 E 2019 E 2018 E

Intensity (tons/million tons production)

COWE€8I-8*Ue

743.39 414.74

Hazardous Waste
202

XLX group has been actively responding to the requirements
of national and local climate change authorities, taking
a series of positive measures to reduce greenhouse gas
emissions, orderly carrying out greenhouse gas emission data
collection and reporting, and actively cooperating with third-
party organizations to complete carbon emission data audit
in December. At the same time, the group also takes this
opportunity to strengthen carbon emission management
from raw material procurement, quality analysis, production
and operation, energy measurement and other aspects,
continuously improve the company's carbon emission
management level, effectively promote energy conservation
and low-carbon work, and boost the high-quality
development of the enterprise.



As the major emission entities, Henan XLX Chemical Industry

Group Co. Ltd. and Xinjiang XLX Energy Chemicals Co., Ltd.

receive annual inspection on carbon emission from a third-
party verification institutions authorized by the government.
Since the inspection time is later than the publishing time
of the annual report, the data of greenhouse gas emission
in 2020 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 2019
which was verified by the investigation agency; the data of
greenhouse gas emission in 2020 shall be disclosed in the
2021 Environmental, Social and Governance Report after
verification.

In 2019, the direct emission of the group will be 5.9 million
tCO2e, about 750000 tCO2e less than that in 2018, and the
indirect emission of energy will be 99000 tCO2e, 100000
tCO2e less than that in 2018. In the next three years, it is
planned to reduce CO2 emissions by 250000 tons through the
construction of photovoltaic power generation projects and
CO2 capture projects, accounting for 4% of the current total
emissions.
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XLX strives to make full recycled use of resources in all aspects,
and maximize energy and water saving. In order to comply
with the relevant energy laws and regulations including the
Energy Conservation Law of the People’s Republic of China and
the Management Measures for Energy Saving at Key Energy
Consumption Entities, to strengthen energy management and
to improve energy efficiency, XLX has developed regulations
and rules including the XLX Group Energy Saving Management
Regulations and the Integrated Measures for the Management
of Water Resources (for Trial Implementation). It aims to adopt
measures that 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.

XLX established the “leading Group for energy conservation
and emission reduction” headed by the general 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. XLX has established an energy
management.
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In order to further promote the comprehensive and
efficient utilization of energy resources and achieve better
economic, social and environmental benefits, the group has
also prepared to build a professional chemical park of coal
chemical circular economy, integrated the group's resources,
coordinated cooperation, and carried out a number of
resources comprehensive utilization projects according to
the principle of complementary advantages and maximum
interests. In addition, the group also carried out “energy
efficiency benchmarking activities”. Facing the mature and
stable production process, how to avoid the repeated work
step by step and day by day is the primary problem to achieve
energy saving and consumption reduction. XLX launched
the “benchmarking” action, which not only carries out the
overall “benchmarking” for advanced enterprises, but also
carries out special benchmarking for advanced processes
and equipment. Through benchmarking, leak detection,
improve their own value, continue to save energy and reduce
consumption. In recent years, XLX has won more than 100
patents and awards in energy saving and consumption
reduction, "development and application of 22Mpa energy-
saving medium pressure ammonia synthesis system” won
the second prize of science and technology progress of
Nitrogen Fertilizer Association, "research and application of
urea production process technology device” won the second
prize of Science and technology progress of Henan Province.
In particular, the overall energy consumption and pollutant
emission of the project are at the leading level of similar
technologies in the industry.
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In recent years, XLX has invested more than 600 million
yuan in the introduction of energy-saving process and the
transformation of energy-saving equipment. The larger
projects include the enterprise energy management
center with 69.17 million RMB investment, and the energy-
saving technology transformation of synthetic ammonia
production line with 51 million RMB investment. According
to conservative estimation, since 2011, XLX has saved nearly
300,000 tons of standard coal, the comprehensive cost is
about 10% lower than that of the same industry for many
years, and the urea manufacturing cost is 16% lower than the
average level of the industry. In the case of general losses in
the national fertilizer industry, it still maintains a healthy and
stable development momentum. At the same time, all units
of XLX group strictly implement the national and industrial
energy consumption quota standards, and regularly measure
the efficiency of power consumption equipment, so as
to ensure the economic and reasonable use of electricity.
In the future, by implementing the solar term plan for
furfural production, the group will maintain the unit steam
consumption under normal conditions from about 16.2 tons
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XLX group strengthens the water-saving management of
enterprises, makes rational use of water resources, creates
a green and energy-saving enterprise, and establishes an
integrated water resources management committee, which

is responsible for formulating the annual water-saving
objectives, indicators and incentive measures of XLX group,
as well as information collection, technical reserve, project
implementation, optimization and transformation, personnel
training, key research activities, supervision and inspection of
water-saving management.

In order to improve the recycling utilization rate of water
resources, XLX group carried out cascade utilization of coal
gasifier gasification ash water system, realized optimization,

and saved 600 tons of water every day. After being treated by “$ -dEA-O\&
reclaimed water reuse, the utilization rate of circulating water §fC a°T-@<*a«\
reaches 99%, reaching the first level requirement of cleaner "#C 4\ d;\ 1 Q
production (> 95%). In the future, XLX has been focusing 99%d:Q6Z[*St E
on reducing unit consumption and water purification €x 5% fD1DS\2% -
capacity. Currently, it is actively coordinating the approval fgd - *b*%@bY
and inspection process of furfural tower bottom wastewater AqUEdAFAM™ =X
purification device, which can be used in the plant in the LEn;d - AY2
future. -yAt(ddJ8 6@
4\f
In 2020 In 2019 In 2018 In 2020 In 2019 In 2018
2020 E 2019 E 2018 E 2020 E 2019 E 2018 E
Type of Water
aY69 e e e e Intensity of Water Consumption
8 (Tons/ Tons Product)
& fE&S: AfVESIEHU
19,221,519.00 12,632,076.00  9,953,394.53 446 319 2.10
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The main environmental and natural resource impacts of XLX
group include waste gas and wastewater discharge, water and
energy consumption. XLX group attaches great importance to
the impact of the environmental and natural resources caused
by the operation process, establishes the targeted environmental
management system and energy management system, and
formulates the environmental protection management regulations

and energy saving management regulations of XLX group to
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Policy risk
A "

Transformation risk
7e,”

Technology risk
Arn

Risks description Measures

O\ DAED

1. The emission standards of pollutants Using new technology, new process,
have been continuously improved; vigorously develop the circular economy,

2. The "fee to tax" of water resources anslich as: the introduction of advanced
pollutants promotes enterprises to  control system (APC) of production

reduce emissions. equipment, the transformation of water-
1e1QJ°6z_"Ud=i saving and demisting of circulating water,
2ed UelQJ 0™ ® etc.

418 °f 4\-1"e-"ud}bieC 3%

0d7%jit[* A<t>S0OU
EAPCeC a-867-¢ f

Because of the serious over exploitation Developing water recycling technology,
groundwater in Hebei Province, Xinxiangfor example, water saving and defogging
is a water shortage area, and XLX is a bigf circulating water can recycle 150 tons of
water user. The water resource tax leadswater every hour.

to limited water use and higher operating$i4C ;\!”d7%C &-&

costs. di-¢d4{EfU-& 1505 f
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Opportunity type
U>6e

Market expansion
9 O}

Opportunity description Measures
DAED DAED
The products with high performance, low
pollution and zero emission bring more
opportunities to the development of

domestic and foreign projects. For example,
XLXhumic acid products show outstanding
performance in practical application and

are exported to more than 20 countries

and regions such as Japan, the United

States, South Korea, Brazil, Australia, South
Africa, Southeast Asia and Europe;
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While pursuing economic benefits, the group attaches great
importance to the performance of corporate social responsibility,
maintains the interests of shareholders, employees, customers,
business partners and the whole society, treats suppliers, customers
and employees in good faith, improves the efficiency and quality of
implementation by using professional advantages, and combines social
responsibility with long-term competitive advantage of the enterprise.

It has passed the 1SO14001 certification of environmental protection
management system and 1ISO18001 certification of occupational health
and safety management system in 2006 and 2009 respectively. 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.

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.
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XLX implements unified personnel planning and recruitment.
It recruits talent through multiple methods including online
recruitment, campus recruitment, special recruitment, and
large job fairs, conducting comprehensive evaluation and
selection of external candidates based on job requirements
and standards.
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» : Henan Xinjiang Jiujiang
Staff composition by region and

&l - Xé
education background S = " e ’ > i T = i
2 9gaVE+Yp 60 umbers ro[)or |f)ns umbers ro?or |f)ns umbers roE)or |f>ns
[p 0&a7 [p 0&av7 [p 0&a7
1,947 32.5% 378 30.5% 288 28.0%
Master
0,
3 0.1% 0 0.0% 0 0.0%

Collage graduate or below
.3%
}Yah

The total number of new

recruits

-Yp“<p 380 162 112

New recruits composition by Henan Xinjiang Jiujiang

region and gender &l -> Xé

2 9qI9E+Y-p~o Numbers Proportions ~ Numbers Proportions ~ Numbers Proportions
o} [p 0&a7 [p 0&a7 [p 0&a7

295 77.63% 106 65.43% 93 83.04%

The Number of new female

recruits
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XLX has set up a fair and equitable, multi-level, multi- Db« mY®;®Me

type compensation incentive system, subject to annual pdaepnd69vYzGe,
adjustments, which could promote the progress of firm and 0d(0EEGU £d®t
employees. Yt8~p estEf

Fixed income(basic salary), variable income
(pefformance pay/sales incentives/unit pay),

Fb_sonn salay subsidies / allowances etc
J x>x] 217 e x] 60"
V/dO <" eph uh
General Manager and Deputy General Manager
Direct Vaious types reward,various types of incentives, year-end
compensation of bonus bonus etc
\YZG ¢t6a— <¥%#¢ <m,?-eCGg,n-e
Ero
'V'ed'““.‘ and . Middle and senior level year-end bonus
long-term incentives et AEA]
*—.,C, ,
Insurance provident fund, training andgno-
tion oppottunities annual dinnemid-autumn
welfae, bithday gifs,union member giff, meal
Indired Vai i allowanceshousing, ikdergaten , free shuttle
ndired alous types bus free physical examination, tourism, commu
compensation of welfae

; oxm . nity adivities labour potection clothes et
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In 2020, the Human Resources Committee approved the “XLX
Group 2020 Annual Salary Adjustment Plan”, the proportion of
individual and unit payment is 10%, which greatly improved
the happiness index of employees.

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. From 2019, the group will continue to increase
large medical insurance benefits,and the maximum payment
limit (hospitalization reimbursement limit) of basic medical
insurance above RMB 80000 increased from RMB 280000 in
2018 to 350000, which increases the reimbursement amount
for serious diseases and improves care for employees.

INCENTIVERIECHANISM

In order to promote and encourage innovation, XLX group

has established a diversified incentive mechanism. Around
“low cost and differentiation”, it has set up a real-time incentive
system of monthly salary incentive + main business systems,
and create many awards such as management innovation
award, technology innovation award and QC achievement

award. In 2020, XLX group will further optimize the target
incentive system and performance strategy management

system, and complete the project. The incentive mechanism
should be standardized from the aspects of making annual

incentive measures, making separate incentive measures
for key events, and modifying and improving performance

management methods. For example, the general manager's
fund is set up to give additional rewards to employees who

have made significant contributions to the company. The

reward is given in cash and back-to-back. At the same time,
set up branch manager reward fund, used to improve the

work enthusiasm of grass-roots staff, reward to the individual
or team that contributed to the branch.
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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.

— On March 13, 2020, due to the impact of the COVID-19,
there are many difficulties in returning to the work. 164
employees of XLX group of Xinjiang Province, starting
from Xinxiang City, Henan Province, arrived in Urumgqi by
the charter plane arranged by the group and returned to
Changji Manas plant area smoothly.
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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 gotten the Certificate of Occupation Health & Safety
Management System.

In 2020, in order to conscientiously implement the general
secretary Xi Jinping's important exposition on safety in production,
in particular, the spirit of “the fundamental elimination of
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1 SAFETYRAINING

In May 2020, XLX organized the first special training for internal
trainers of safety professional in Baligou Training Center. A
total of 51 safety management personnel from Xinxiang
Ammonia Division, Xinxiang Compound Fertilizer Division,
Safety Supervision Center and Electric Instrument Operation
Department of Xinxiang Ammonia Division participated in the
training, covering three major safety management personnel
including process safety, equipment safety and electrical
engineering.
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In order to further strengthen the awareness of risk prevention,
train the emergency team and comprehensively improve
the group's ability to deal with emergencies, XLX regularly
organizes and conducts emergency drills of comprehensive
contingency plans in accordance with the requirements of
national laws, regulations and the company's drill plan.

— June 10, 2020, theaup has carried out a total of 47
minutes for comprehensive preparedness drill activities,
involving Xinxiang synthetic ammonia, production
coordination department, department of binary
company group office, technology center, logistics center,
cryogenic energy companies and chemical industrial park
molecules and other ten units relevant staff, including
65 people live in, and evacuation personnel 353 people,
view personnel 38 people, evaluation personnel 6 people.
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XLX attaches great importance to talent training and has Pi1P« V['CAd(Z

established an education mode with the characteristics. In 2020, p YHPPID« $ YC
XLX provided differentiated job skill training and general quality A11d2020 EAp §+wuD
training for employees at different positions and levels, as well Y'..Yj leCAe-\

as, held academic classes together with colleges and universities 0/CA~+cLlaY+gy
and implemented a mentorship system,b7(0)1(r)vdes, take advantage 2m ~ |1d;\Up~ 6~

of the online training platform of Times Guanghua, increasing the PCA;(dd°p Y] A&E!
know3udge and skills of existing employees to ensure their abilities cd%-e»»®GCDHD®!YZ
to meet the development needs of the firm. Ofef

In June 2020, in order to meet the needs of the rapid development 2020E6Ud % ®!Z°7s

of the group, carry forward the group's “pass, help and lead” style, € dine

create a good learning atmosphere in the department, promote

the team construction of the financial management center, the
f(r)vnanc(r)val management center held the “teac(r)her and apprentice”
signing ceremony in the west conference room of the third

f(Nloor of the admvnistration buildvng. The group's senior f(r)vnanc(r)val
management center deputy manager and 18 pairs of teachers and
apprentices attended the ceremony.



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.

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.

In 2020, XLX will implement the supplier management and control
plan, improve the supplier audit process, access assessment
and standard setting. At the same time, the group set up a
guality manual, made statistical analysis and formed a list of
qguality defects, set up a closed-loop feedback process, and
forced suppliers to improve their quality through on-site visits
to suppliers; In the future, the group will continue to optimize
supplier management mode, set up collectivization Zhaocai
management platform, implement in supplies online, online
evaluation of suppliers, the risk management of all process
control, procurement of online intelligent upgrade, such as the
operation to use Jingdong and business expansion and extension
of product, realize the transformation of the Huicai mode, through
the collectivization management, promote supplier management,
procurement management, Zhaocai management platform
application, establish XLX group purchasing platform model of big
data.
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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.

In addition, XLX has established a quality control system
1ISO9001, which was approved by a third party, formulated and
strictly implemented internal systems 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



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



In December 2020, XLX group commissioned a third-party
professional company to conduct a customer satisfaction
survey of the group's products. The overall customer
satisfaction score of this year is 90.28 points, higher than
the average score of the industry. At the same time of
strengthening customer relationship management, the
group should understand customer feedback from multiple
perspectives from the source, and take customer feedback
as the direction of improving customer satisfaction, so as to
form a closed-loop management of customer relationship
maintenance.

Since 2019, XLX has wpded its customer service platform.
The customer service center adheres to the concept of
“customer first, attentive service” and provides quick solutions.
At present, the platform can not only consult product prices
and agrochemical services, but also make complaints about
products and services. The group's big data center will report
the weekly summary data to key business operators, so as to
continuously optimize products and services.

XLX in the construction of anti-corruption work, focusing on
honest, strong internal control and fraud, the group executives
are of the utmost importance to the enterprise internal discipline
inspection work, authorization audit supervision in disciplinary
inspection and supervision, compliance and risk control functions,
such as work, actively build risk oriented, to control as the main
line, with management as the goal, with value-added mode of
modern enterprises for the purpose of the fraud.

XLX joined the Chinese enterprise coalition against fraud in 2018,



XLX on aegular basis to carry out the party members to
study, further promote the “two learn how to make a” learning
education normalized institutionalization, at the same time,
the company high-level, main value chain of the core staff,
regularly carry out warning education training, professional
ethics from the company case, case example and social real
cases, let everybody resist the temptation of money fame and
wealth, be upright, be strict with yourself and set an example.
In addition, the group also hired professional lawyers to carry
out the training of “Early Warning of Criminal Risks in Enterprise
Operation” for the middle and senior management of the
company to strengthen the legal awareness of the middle and
senior management. In addition, the group combines with
Xinxiang City Warning Education Base and Xinxiang Municipal
Prison. Every year around July, the company organizes the
middle and senior management and the personnel in the
core positions of money and property management to visit
the prison and listen to the report. Let staff learn lessons from
every shocking case and every heart-rending confession,



XLX introduced the idea

of comprehensive risk

management, optimized

the management process,

strengthened the main

responsibility, and

formed a strong and solid

management system.

The group has formulated

the Eight Prohibitions to

clarify the power red line of

management levels. It has

formulated the Measures

for the Administration of

Corporate Integrity and the Prohibition on Corporate Integrity
to set the requirements for all employees of the company.
The Measures for the Management of Complaints and
Reports of XLX has been formulated to clarify the channels
for complaints and reports, and at the same time, play a
warning and prevention role to further improve t