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About This Report

1.0verview

The Sustainability Report 2021 of Yibin Grace Co., Ltd. is the first version sustainability report released by
Yibin Grace Co., Ltd. (Hereinafter referred to as Grace), which sets out ideas, strategies and practices on
sustainable development of Grace in 2021.

Grace attaches great importance to communication and exchanges with stakeholders, and expects
to facilitate all parties to better understand its strategies and actions on sustainable development by
releasing this report, thereby enhancing cooperation and achieving win-win results.

2.Reporting Period

The reporting period of this report begins on January 1, 2021 and ends on December 31, 2021, and some
contents may be traced back to previous years.

3.Reporting Scope and Boundary

This report contains information on Yibin Grace Co., Ltd., Yibin Grace Group Co., Ltd. and its relevant
subsidiaries. Please refer to “About Grace” for details.

This report is prepared by referring to the China Sustainability Reporting - Guidelines for Apparel
and Textile Enterprises (CSR-GATEs:2008), core schemes set out in the latest version of Sustainability
Reporting Standards by Global Reporting Initiative (GRI), Sustainable Development Goals (SDGs) defined
by the UN, and Guidelines on the Social Responsibility for Industries of China (2.0).

5.Data Source and Reliability Assurance

The data and information contained in this report are mainly from official documentation provided by
Yibin Grace Co., Ltd., Yibin Grace Group Co., Ltd. and its relevant subsidiaries.

6.Report verification

At the request of Yibin Grace Co., Ltd. the Office for the Social Responsibility of CNTAC has verified the
report in accordance with the verification principles(Part lll) of China Sustainability Reporting Verification
Rules and Instructions(CSR-VRAI), and that the preparation and quality of the report met requirements.
7.Information Access

This report is prepared by Grace in English and you can get a free copy of this report through the

following website.
https://www.cn-Grace.com
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| Speech by the Senior Executive ———

This is an era in which mankind pursues green and advocates nature, making
sustainable development a new call of our times. Being in this great era, we are
allowed to depict a beautiful picture of sustainable development and let the world
give ear to the voice of the textile industry for green with the care and support from
industry associations and colleagues from all walks of life.

In 2021, the starting year of the “14th Five-Year Plan” , we actively embraced the new
development paradigm in which domestic and foreign markets boost each other, and
combined sustainable development with opening up and innovation, industrial distribution,
transformation and upgrading. and deepening reform, achieving favorable performance and
progress in environment, social responsibility and corporate governance. Grace has been
successively granted honorary titles including “Top Ten Textile Technology Achievements of
China” , “Innovative and Exemplary Technology-based Enterprises in the Textile Industry” ,

“Model Enterprise Upholding Green Development in the ‘13th Five-Year Plan’ Period” ,
and “2021 Regenerated Cellulose Fiber - ‘High-quality Supplier’ in the Cotton Textile
Industry Chain” .

We uphold the circular economic development approach and formulate our strategies for sustainable development. N

We have constructed perfect innovation system and circular economy system from multiple
dimensions including scale production, whole process quality control, differentiated
customization, product-wide certification and supply chain combination, and integrated climate
and ecosystem protection into the whole fiber production process; we have made great efforts
to explore inclusive sustainable development system from partnership cooperation, built a
coordinated and win-win industrial layout through close cooperation of the whole industrial chain,
laying a solid foundation for us to realize our development blueprint.

o

We energetically answer the call of the industry and actively carry out sustainable development practices.

We have fully implemented the roadmap of the Collaboration for Sustainable Development of
Viscose (CV), launched the “peak carbon dioxide emissions and carbon neutrality” program,
joined the “30- 60" acceleration program, confirmed the medium and long-term development
goals, and responded to the ZDHC MMCF Wastewater Guidelines. Besides, we have passed the
HIGG FEM 3.0 INDEX environmental module system certification, launched environment-friendly
products including Gracell fiber, dope dyed fiber. Yasi, recycled fiber, and spared no efforts to
constantly learn, participate in and create green and sustainable development.

o
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We carry forward all-round ecological environmental protection and foster innovative, circular and inclusive development.

We have worked together with leading retailers to actively develop and promote
environment-friendly products and widely publicize environmental protection concept. We
have fully examined our management and operation, energy conservation and emission
reduction, technological innovation and brand construction, strengthened our core
competitiveness and made continuous contributions to social progress.

o

e effectively assume our social responsibility and organically unify our development goals with social development goals.

Internally, we have taken measures to protect the basic rights and interests of employees
and improve their salary and welfare; carried out abundant and various cultural activities for
employees and laid emphasis on the construction of corporate culture; drew up talent training
plan to improve the comprehensive competence of employees; created various platforms
to encourage employees to create values. Externally, we have donated funds to schools,
conducted paired assistance, took effective measures including connecting industries and
building schoolhouse to carry forward rural revitalization, and have won the honorary title
of “Advanced Collective for Poverty Alleviation in Sichuan Province” ; provided supportive
services to communities under double responsibilities and double guarantees (responsible
for actions to be taken both in the enterprise and in communities around and guarantee of
thorough publicity as well as collection of, feedback on problems and rectification accordingly
under the long-term normal work mechanism for establishing national civilized cities),
consolidated the achievements in building civilized cities; produced masks, protective suits,
disinfectant wipes and other protective articles to build a health “protective wall” against
the pandemic; put forth effort to construct urban parks, created a new living mode and spread
our core humanistic concept of “beauty, charm and happiness” .

o

Looking ahead, against the backdrop of “Peak Carbon Dioxide Emissions” , “Carbon
Neutrality” and “14th Five-Year Plan” proposed by the country, Grace, as a global
professional supplier of regenerated cellulose fiber, will take green, circular and sustainable
development as its mission, constantly strive to alleviate the impact of its business activities
on resources and environment, and strive to be a pioneer in the sustainable development of the

industry: work together with upstream and downstream partners to create a sustainable omni-
channel supply chain and strive to be a leader in sustainable development.

Now that we have set our goals, we will march forward regardless of hardship. On a new journey
in the new era, let’ s move step by step towards the vision of the textile industry for 2035 and
join hands for a better future!

——President of Yibin Grace Group Co., Ltd. Deﬂ-g Mcnr
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| Key Performance in 2021 |

—. Economic Performance

Prime operating
@ Rl(/%/??)uo%o 311293 . 290746 I 360743

R&D investment
(RMB10,000) 3184 => 15251 = 18520

—. Actions for Peak Carbon Dioxide Emissions and Carbon Neutrality

{ We have joined the “Climate Stewardship 30 - 60 Net Zero Accelerating Plan” and taken innovative climate actions.
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Energy Consumption

Energy consumption
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2019 - 20.62 2021 - 17.93
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Energy consumption
intensity (ton
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Energy consumption
intensity per unit
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2019 - 0.937 2021~ 0.899

coalfton viscose)

Renewable energy
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=. Environmental Protection

Use of water resources

Total process Water
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reclaimed water
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Waste management
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1386 13.

S 0.06
1 152 15.36 0.08
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4. Rights and Interests of Employees

Number of employees Labor contract signing rate Employee insurance coverage

2019 2020 2021 2019 2020 2021 2019 2020 2021

100% 100% 100% 100% 100% 100%

The Company has achieved “Four Noes” throughout the year: no fatal accident, no serious injury accident, no major fire, explosion,
leakage accident, and no mass poisoning accident.

$1. Social Responsibility

The Company has invested
nearly CNY32 million to aid in
the construction of Ma’ anshi
Kindergarten in Sanjiang
New Area. —

CNY3 2 miltion ﬁ

The Company has donated
CNY800,000 for purchasing
COVID-19 pandemic
prevention and control
materials.

v800,000(_=

The Company has held
more than 600
volunteer service activities

with a service
duration of more

tan 26,000

hours.

The Company has helped

21 1 poverty-stricken
households

811 e SR
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Yibin Grace Co., Ltd.

Established in 2000 and located in Yanpingba Industrial Park, Nanguang Town, Xuzhou District,
Yibin City, Sichuan Province, Yibin Grace Co., Ltd. is the only comprehensive growth orientated
enterprise that is mainly engaged in producing viscose and compound pulp in Southwest
China. The Company now has the capacity of producing 240,000 tons of viscose staple fiber
per year. Besides, the Company is also the only enterprise in China that owns proprietary
intellectual property rights over composite viscose, and is one of the first batch of top 500

enterprises in China.

Vision Mission
To become a world—class group in To become a creator of advanced

biomaterials industry. manufacturing

Business strategy

Core values Strengthening international

64

Pragmatic innovation and 7 ” . )
) — competition, managing business
creation 2—2 R HE in a scientific and innovative wa
GRACE v

and striving to do better relying on
performance

Core humanistic culture
Beautiful, charming and happy

Strategic guideline
Embracing change, upholding open
innovation, and striving to do better

n[ Company Profile J [ Business Introduction J
(3

3 [ Stakeholders and Issues Analysis J [ Certification and Honors J
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Yibin Grace Textile Co., Ltd. Address: Pingshan

[ (2)Management layout ] °

Grace enjoys a favorable geographical location as it is located at the intersection of the north-
south trunk line and the east-west axis of the Yangtze River under the national transportation
planning - “five vertical and seven horizontal main trunk lines” , linked to the junction of Sichuan-
Yunnan-Guizhou Provinces and close to the golden waterway where the Panzhihua - Xichang -
Liupanshui area connects the Yangtze River. Benefiting from favorable geographical location and
abundant environmental resources, Grace has achieved rapid development, becoming an important
contributor to the local economic and social development. By carrying out ecological civilization
construction, it has become the protector, builder and beneficiary of ecological environment and
biodiversity.

Currently, Yibin is facing accelerated pace of urban development, accelerated adjustment of spatial
pattern, and rising needs for ecological environmental protection. Being adjacent to the main
line of the Yangtze River, Grace has heavy responsibility to protect the ecological environment.
Meanwhile, with the growing demand for viscose raw materials in the consumer market, existing
capacity cannot meet the actual needs of the market. Against this backdrop, the Company, after
comprehensively thinking about various factors including urban development, ecological protection
and its own strategy, decided to relocate the Yanpingba factory and realize industrial upgrading and
high-quality development through the improvement of technology. equipment and management,
thereby promoting local economic development and ecological civilization construction. Once the
relocation is completed, 680,000 tons of regenerated cellulose fiber industry (including 200,000 tons
of bamboo fiber) will be formed in Yibin.

The Company has basically got rid of the impact of COVID-19 and achieved positive growth during
the reporting period. In 2021, the Company’ s prime operating revenue reached CNY3.607 billion, an
increase of 15.89% compared with 2019.

Chengdu Grace Fiber Co., Ltd. Address:
Qinghbaijiang District, Chengdu City; product: viscose

@) staple fiber; production capacity: 100,000 tonsfyear.
ChengDu

Yibin Grace Co., Ltd. Address: Xuzhou District,
Yibin City; product: viscose staple fiber;
production capacity: 240,000 tons/year.

Yibin Hiest fiber Limited Corporation. Address:
Xuzhou District, Yibin City; product: viscose rayon
filament yarn; production capacity: 50,000 tons/year.

County, Yibin City; product: viscose spun yarn;
production capacity: 330,000 spindles/per year.

Distribution of production bases as well as production capacity

YIBIN GRACE CO., LTD.
SUSTAINABILITY REPORT 2021

§ Promoting upgrading and high-quality development through
industrial relocation
Taking industrial relocation as an opportunity, Grace has shut down outdated production facilities and

upgraded technology. equipment and management simultaneously, realizing the green, low-carbon,
intelligent and safe development of the industry.

upgrading

After the relocation, industry-leading MK waste gas intercooling technology
clusters, recycling system governance technology will be adopted in the new
factory, the airtightness of the spinning machine will be comprehensively
upgraded, and the waste gas recovery rate will reach more than 98%.

Secondly, upgrading low-carbon development. Energy-efficient production
equipment will be adopted to reduce energy consumption. The average annual
water consumption is expected to be reduced by 2.03 million tons compared upgrading
with the current one, with a saving rate of 7.6%, and the steam is expected low-carbon
to be reduced by 324,000 tons compared with the current one, with a saving  \CEE Iyl
rate of 10.4%. The emission of carbon-based compounds will be reduced to
promote carbon emission reduction.

Automation technologies will be fully applied in production to precisely
control process, improve product quality, reduce labor intensity and improve

upgrading
intelligent production efficiency. Advanced technologies such as industrial Internet of
WeLUERINLE)  things and industrial big data will be adopted to realize the interconnection of

traditional ERP and build a modern information management system.

Design will be strictly supervised, scientific layout will be implemented,
security management will be carried out, DCS full-automatic control will be upgrading
put into practice, and concepts concerning technical security will be strictly security

defined to realize the safe and stable operation of the industry.

§ Promoting local economic development and ecological
civilization construction through industrial relocation

Industrial relocation will contribute environmental capacity to the development
of central urban area of Yibin City. It is expected that industrial relocation will
reduce 2,402 tons of hazardous air pollutants per year for the improvement of
air quality in the central urban area, including 594 tons of nitrogen oxides, 82
tons of flue gas and dust, 1,186 tons of sulfur dioxide and 540 tons of VOC.

Environmental

ALl After the industrial relocation, the Company will work together with electric
enefit

power companies to realize combined heat and power generation without the
need to build new coal-fired boilers, thus saving RMB660 million of investment
and 500 mu of land. It is expected that 240,000 tons of standard coal will be
saved every year, 700,000 tons of carbon emission will be reduced per year,
58.78 tons of SO, emission, 188.2 tons of NOx emission and 9.62 tons of dust
emission will be reduced per year.

After the industrial relocation, the production value of the new production
base is expected to reach RMB20 billion and 8,000 posts will be provided.
This will effectively driving the development of local economy.

Economic

benefit
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Share of viscose staple fiber in
domestic and international markets

25%

Domestic
market

15%

International
market

Business Introduction

Grace is mainly engaged in the production and sales of viscose (filament and staple fiber).

cellulose pulp and its ancillary products, as well as textiles. Its business is extended to more

than 20 countries and regions such as Europe, America, South Korea, Japan, India, Pakistan

and Vietnam, and its principal products account for more than 157% of the overseas market and

more than 25% of the domestic market. Grace has won the recognition and trust of customers

and consumers at home and abroad with high-quality products.

Algeria
Egypt

Nigeria

Share of viscose rayon filament yarn
in domestic and international markets

20%

Domestic

market

15%

International
market

Share of viscose embroidery thread in
domestic and international markets

Domestic

60% market

International
75%

market

Capacity: 22,000 tons )
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(1)Main products

Gracell is a kind of degradable cellulose fiber
made from natural wood. It is similar to modal
fiber in terms of strength and elongation.
Gracell has good dyeing property, bright color,
good water-absorbing quality, air permeability
and skin affinity, and can be widely used in
vortex spinning, siro spinning and compact siro

spinning of high-count yarn above 80S.
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Gracell underwear
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Gracell shirt

Gracell non-woven
cotton soft towel

Gracell Non-woven
face cleaning towel
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[ (2)Product quality assurance ] °

The Company has established a quality concept featuring “improving quality with equipment,
technology and management” , established a perfect quality management system and
management organization, and comprehensively implemented the PDCA method and
excellent performance management mode to effectively ensure product quality. Meanwhile, the
Company has actively carried out post training and labor competition (TQM, TPM) to improve
employees’ quality awareness and job skills as well as quality management ability of low-
level managers, so as to continuously optimize and improve product quality.

Director of Quality
Management Committee

Deputy Director of
Management Committee

Associate Quality
Director

Director of General
Office

Manufacturing
Manager

Organization of Quality Management Supervision

During the reporting period: the Company held 801 labor competitions and 1,355 on-the-job training;
product qualification ratio reaches 100%, with the percent of pass of first-class products reaching
97% and that of superior products reaching 98%, increased by 0.99% and 0.1% respectively year-on-
year; product quality has reached the best level in history, customer satisfaction has been greatly
improved, and market complaints have been greatly reduced. The Company faces no punishment for
violation of product safety or consumer protection regulations, no returns and consumer complaints
due to issues related to product safety, and no product recall.

The company's staple fiber first-class product rate

97.13% 97.68%

96.17%

2019 2020 2021

As to the development of new products, Grace takes customers as the center, creates the best quality
with the best employees, and innovates and applies targeted measures to optimize product process
and improve product quality, leading to increasing recognition of product quality by customers.

YIBIN GRACE CO., LTD.
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“TAQM”  activity

The Company has carried out regular “TGM” activities and “TPM” competitions'
to strengthen the quality management awareness of all employees and improve the
management ability of low-level managers, and lay the foundation for the steady
improvement of product quality. Meanwhile, it adopted various scientific means’ to
improve management efficiency, create an intelligent equipment management system
with Grace’ s characteristics, and promote the high-quality development of the Company.

In 2021, the company
was rated as "Excellent
Enterprise in Yibin Quality
Management Group

Activities”

“QC” activity

“QC” activity is a total quality management activity continuously performed by Grace. While
creating direct economic benefits for the Company, achievements made in  “QC” also bring
good quality, safety, environmental, brand and social benefits.

In 2021, the topic of "Research
on New Methods of Oil Agent
Detection” won the "Second
Prize of the 24th Quality
Management Group Activity
Achievements of Yibin City"

Over the years, the Company has created batch after batch of excellent “QC achievements” ,
which has brought remarkable economic benefits. In 2021, the Company has created 10
excellent “QC achievements” , bringing a direct economic benefit of RMB693,800. The QC
team has made lots of technical improvement and innovations, which not only improve the
Company’ s independent innovation ability and core competitiveness, but also bring the
Company’ s quality management to a new level.

USRI ETe,

1. Total Quality Management (TQM for short) is a management philosophy driven by customer needs and expectations. It is a management method centered on quality and based on involvement
of all employee. It is designed to obtain long-term customer satisfaction and provide interests for organization members and the society.

2. Total Productive Maintenance (TPM for short) is an equipment maintenance and repair management system aiming at improving the overall equipment efficiency, taking the preventive
maintenance of the whole system as the process and the involvement of all personnel as the basis.

Scientific means adopted by the Company mainly include: Improving green-oriented, information-oriented and high-end-oriented, “Three Foundations” . “Four Ones” activity. “Ten
Standards” and “Four Assessment” ; promote TPM; refine the assessment contents and strengthen the exemplary work; carry forward informatization management and promote
informatization, digitization and intelligence of the Company: continuously improve equipment efficiency;: innovate equipment system, etc.
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During the reporting
period, the supplier
adjusted the
replacement rate to

%

In addition, the Company has taken important measures such as strengthening supplier
management to improve and ensure product quality. The Company has formulated the Measures
for Management of Appraisal of Supplier Performance and Standards for Assessing and Rating
Performance of Suppliers and Measures for Reward and Punishment, and has established a
dynamic adjustment mechanism to ensure that the procurement quality meets the Company’ s
strategic needs by evaluating suppliers’ performance, comprehensively comparing the suppliers’

integrity, service and quality system. During the reporting period, the supplier replacement rate is 8%.

Record the

Implement the assessment assessment
results

Initiate the

assessment

Estab- i
e Product Service udge £ rocure-
Supply perfor- Price . ) Credit 9 records P
g i quality quality i supp- ment
Depart- — mance — evalu- — el = evalu- — evau- — l —  based — based
ment apprai- ation . ) ation on
ation ation level on
sal the the
level
records
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Stakeholders and Issues Analysis

1 .

{(1)Identification of and communication with stakeholdersJ

Grace actively communicates and interacts with stakeholders and listens to the opinions
and suggestions of stakeholders to find solutions for sustainable development. In 2021,
Grace actively interacted with internal and external stakeholders, listened to their opinions,
and adopted the relevant standards and guidelines recommended by them, promoting the
sustainable development of society, environment and economy. In order to better interact with
stakeholders, Grace decided to release a sustainable development report every year from 2021
to facilitate stakeholders to better understand the sustainable development situation of Grace
and help Grace make more effective management decisions.

The categories of important stakeholders of the Company, issues concerned by the
stakeholders and channels to communicate with the stakeholders are shown in the table

below.

Stakeholders

Main categories Representatives

National ministries and
Government organs commissions
Local governments

Senior management of
Business operators and  enterprises and associated
investors companies
Investors

Employee Employee holding shares of

Grace
. Pulp suppliers
SuEplisrs Chemical suppliers
Yarn and fabric enterprises
D Clothing enterprises
ownstream customers

Enterprises in the non-woven
fabric industry chain

NGO (non-govern- &Y

Issues concerned by the

stakeholders

Preservation and appreciation of state-owned
assets
Production safety
Poverty alleviation
Waste water, waste gas and solid waste
discharge, environmental protection and
governance
Employment
Product safety

Profitability
Information disclosure
Labor protection
Public opinion environment
Circular economy
Sustainability
of i "

Remuneration
Work environment
Promotion mechanism
Labor guarantee
Training mechanism

Payment method
Pricing mechanism
Delivery time
Source of raw materials
Compliance management
Innovation
Supply of high-quality raw materials
Delivery time/source

Payment method
Product pricing mechanism.
Delivery time
Business compliance
Chemicals management
Green supply chain
Transparent supply chain
Innovative services
Product quality and innovation

Climate Change
Biodiversity protection
Energy management
Water resources management
Environmental management

Standardization organization:

entalorgapizationle Third party organizations

associations

parency and ility of the supply chain
Biodegradable product

Al of i

Industry

Colleges and
universities/research
institutes

Surrounding
communities

Other regenerated cellulose

Other stakeholders A
fiber manufacturers

Product innovation
Waste water, waste gas and solid waste discharge
Compliance promotion
Production safety

Technological innovation (raw materials,
production process, circular economy,
differentiated products)

Wastewater and waste gas treatment
Corporate social responsibility

Compliant competition
Communication on environmental protection
Goal and path
Joint development
Patent protection

Channels to communicate with

the stakeholders

Participate in local economic and social
development
Supervise, examine and manage
environment and safety
Disclose data on pollutant emission
Participate in formulation of industry
standards

Working meetings
Large forums
Company website
Journal of enterprises
Email. phone and other
social media

Working meetings, trainings
Staff congress, team building activities
Company website, journal of enterprises
Email. phone, WeChat and other social media
Recruitment activities

Supplier evaluation
Chain of custody system for suppliers
Audit evaluation
Field visit
Meetings, emails, phone calls
Product showcases
Industry seminars

Technical exchange
Joint research and development
Customer satisfaction investigation
Company website, journal of enterprises
Meetings. emails, phone calls, etc.
Product showcases
Industry seminars

ndustry survey and research report
Disclose data on pollutant discharge
Audit and evaluation of the chain of custody
system
Industry survey and research report
Participate in formulation of industry
standards
Product showcases and industry seminars
Meetings. emails, phone calls, etc.

Joint research and development mechanism
Strategic cooperation on talent cultivation
Academic and industry research reports

Community visit
Public open day activities
Complaint and feedback public mailbox
Community activities and daily
communication

Technical exchange
Joint research and development
Product showcases and industry seminars
Industry survey and research report
Participate in formulation of industry standards
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[(Z)Analy5|s of substantive issues | ° Certification and Honors

During the reporting period, Grace improved the mechanisms for the identification, analysis
and ranking of issues related to sustainable development, and strengthened the management Granting institution Name of honor or award

of important issues to promote the sustainable development of the Company. Model Enterprise in Green Development in the Chemical Fiber

March 2021 China Chemical Fibers Association Industry during the 13t Five-Year Plan Period
Process for the analysis of substantive issues:
November 2021 China National Textile and Apparel Council Excellent Patent Award
Collect data and Analyze and rank .
identify issues Importance matrix June 2020 China Chemical Fibers Association Bronze Key Award for Green Contribution
November 2020 China National Textile and Apparel Council Outstanding Award for Scientific and Technological Achievements
Understand the Rank | d
] i importance of different anK Issues accord— March 2019 China Chemical Fibers Associati Excellent Enterprise in Green Manufacturing in the Chemical Fiber
Dett)ermlne the list of issues to stakeholders ing o the results of arc| ina Chemical Fibers Association Tl
substantive issues through questionnaire investigation ®Certificati
through communica- survey and in-depth research and May 2019 TESTEX STeP by OEKO-TEX" Certification
tion with stakeholders, interview. Background : :
hecks, feedback from interview, and prepare July 2019 Zhonggui (Beijing) Certification Co., Ltd. Intellectual Property Management System Certification
k K checks, feedback fro : , g9 9 g
S T IEES stakeholders, and input an importance matrix
and comparison with from senior manage- to provide the basis September 2019 Collaboration for Sl\Jﬁtainable Development of Enterprise Reaching tgel[:‘»tsndard of the Roadmap of the
peer benchmarks ment are important basis ~~ for disclosure of this iscose ollaboration
for dfetermlnlng the report. December 2019 Collaboration for Su§tamable Development of Garden Factory
priority of issues. Viscose
March 2018 China Chemical Fibers Association Golden Key Award for Green Contribution
The key issues importance evaluation matrix is obtained by comprehensively analyzing the October 2018 Ministry of Industry and Information Technology Green Manufacturing Integration Project
importance of substantive issues from the impact of such issues on Grace’ s development
and the importance of such issues to stakeholders. This report will disclose key issues in detail March 2017 People’s Government of Sichuan Province Sichuan famous-brand product
with reference to the importance assessment matrix.
April 2017 People's Government of Sichuan Province the third prize of scientific and technological progress
Key issues importance matrix
May 2017 People’'s Government of Sichuan Province Third Prize of Sichuan Patent Award
High| R (i B
Climate change and greenhouse . . . . .. .
Occupational health and safety gas emissions July 2017 China National Textile and Apparel Council Excellent Enterprise in Mass Quality Management Group Work
Impartial labor rights and interests i) wa SRS Sl
P 9 waste discharge, treatment and December 2017 Ministry of Industry and Information Technology Conform to the Standards of Viscose Industry

Employee inclusiveness and environmental protection
Technological innovation

diversity Pattern and efficiency in utilizing

3 Employee training and development natural resources

S Product safety and degradabilt Chemicals management | e ey S

o ' y J Yy Employment - & PO

g Product price Production safety =
Poverty alleviation LSRG A s :

g N 2N J - ] DL Gl b2 e

Z ;

L - 2018 E 5 pomprn—

3 4 h ‘ ) h : HF FLABMERS L

= Sustainable supply chain - WELTLEN

% management : P

@ Transparency and traceability of ey

» Sustainable investment the supply chain

Management transparency Business ethics and integrity =
Product certification R lfi:‘\& AEREEARTEHS - BFEE
Compliant competition r? 1t B 'u!;:l;:r
Corporate social responsibility e  rvasansnsens. an
Biodiversity impact and protection e [ EEAEARALD | R e
\_ Y, Y, |  CREREMARN EREE 2ans | e
’ <ot " :wn (\ G ) i Zo-nesh

Low Impact on economy, society and environment High




YIBIN GRACE CO., LTD. YIBIN GRACE CO., LTD.
SUSTAINABILITY REPORT 2021 SUSTAINABILITY REPORT 2021 23

n Addressing Climate Change

[l.
7/, Climate Change
v/ g

{(1)Actions for peak carbon dioxide emissions and carbon neutrality J—ﬂ

Against the backdrop of the goal for achieving peak carbon dioxide emissions and carbon
neutrality, Grace will coordinate its transformation and upgrading and carbon emission reduction m
process, structural optimization and carbon emission control, actively carry out research on peak

carbon dioxide emissions and carbon neutrality, set carbon emission reduction targets on this Green
basis, promote low-carbon energy. green materials, cleaner production and low-carbon products, O
contributing to addressing global climate change. ( )
. . . Ecology Environmental
As a leading MMCF manufacturer in the industry, Grace always upholds the development Protection

concept of “green, low-carbon and environmentally friendly” , which is not only a requirement for
resonating with the global sustainable development concept, but also an important path to realize the
transformation and upgrading. In October 2021, Grace announced to join the “Climate stewardship
30 - 60 Net Zero Accerlerating Plan” and made corresponding commitment. For this purpose,
Grace will improve its climate governance mechanism, strengthen the control over greenhouse gas
emissions, actively analyze its carbon emission status, set carbon reduction goals and paths, and

promote green, low-carbon transformation and sustainable development.

September 2020 October 2021

The Chinese government Grace announced to join

proposed to strive to reach the “Climate stewardship

peak carbon dioxide 30 - 60 Net Zero Accerler—

emissions by 2030 and ating Plan” and made

achieve carbon neutrality corresponding commitment.

by 2060.
(o) (o) (o) (o) -
) I\ \J) ) >

December 2021
China National Textile and Grace launched the
Apparel Council launched the development of low—carbon
“Climate stewardship 30 - 60 products (carbon footprint

Net Zero Accerlerating Plan” calculation)

Grace's Climate Innovation Action Plan

Carry out climate training camp

6 months

)

Start to set goals for peak carbon
dioxide emissions and carbon neutrality

12 months

(o o)

Release the action plan and road map
for peak carbon dioxide emissions and
carbon neutrality

24 months

)
—

[ Addressing Climate Change }

Regularly disclose information on
carbon emission

)
—/

2 [ Energy Conservation, Consumption Reduction and Emission Reduction }
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“Climate Stewardship 30 - 60 Net Zero Accerlerating Plan”

Climate change is a challenge faced by the whole world. Achieving peak carbon dioxide emissions

and carbon neutrality has become a strategic choice for countries around the world to deal with eﬁZrl:)rraig:s
climate change. As a major greenhouse gas emitter, China has also announced ambitious emission b
reduction targets including “striving to achieve peak carbon dioxide emissions by 2030 and carbon — 3 0

neutrality by 2060” , and is comprehensively and systematically promoting relevant work.

The textile industry is closely linked to people’ s livelihood and has been highly concerned by all

walks of life at home and abroad. As to climate change, the textile industry remains the focus of .
. . L L . . manufacturing

attention and is one of the first industries in the world to carry out climate action. As a great power companies

in textile, Chinese textile industry undertakes its due responsibility and mission in dealing with (N

climate change. In recent years, guided and driven by the Office for Social Responsibility of China N 6 0

National Textile and Apparel Council (the ad hoc agency of China National Textile and Apparel Council

to promote the sustainable development of the industry), China’ s textile industry has been at the
forefront of China’ s manufacturing industry in terms of dealing with climate change.

WHT e

C:00 mmmsmre
 SIRRISR T MDA MR X S

In 2017, Office for Social Responsibility of China National Textile and Apparel Council launched the “2020 Innovative Action for Carbon

Emission Management” , and took the lead in raising the grand vision of realizing zero carbon emission in the industry by 2050.

In 2018, China National Textile and Apparel Council, as one of the contracting parties, signed the UN Fashion Industry Charter for
Climate Action, which defined the phased emission reduction target of the fashion industry, namely, to reduce carbon emissions by 307%

in 2030 (relative to the emission benchmark in 2015).

In 2019, after integrating the preliminary work, the Office for Social Responsibility of China National Textile and Apparel Council
launched the “2030 Innovative Climate Actions of the Fashion Industry” , which is designed to gather all forces to jointly realize the

emission reduction targets of the fashion industry and make contributions to global climate governance.

For the purposes of implementing the national strategy for achieving peak carbon dioxide emissions and carbon neutrality, carrying
forward the “2030 Climate Stewardship Action” and speeding up the green and low-carbon transformation of the industry, the Office
for Social Responsibility of China National Textile and Apparel Council officially launched the “ Climate Stewardship 30 - 60 Net Zero
Accerlerating Plan” ( “30 - 60 Net Zero Acceleration Plan” for short) on June 1, 2021. Guided by relevant departments and supported
by technical institutions, the Office will select 30 key brand enterprises and 60 manufacturing enterprises to carry out innovative climate

actions, and guide key industrial clusters to demonstrate best practices for carbon neutrality.

Opportunities and Challenges

The implementation of the "carbon peak” and “"carbon neutral” strategies is also a transformation opportunity to company .The Company will
actively respond to potential risks including carbon trade barriers. Meanwhile, it will seize opportunities to vigorously develop green and low-
carbon technologies and develop green and low-carbon products, so as to create value for customers and create a better life for consumers.

YIBIN GRACE CO., LTD.
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|:(2)Product carbon footprint } o

In order to fulfill the commitment of climate innovation action, the company has cooperated
with supply chain enterprises to jointly explore low-carbon product development. During the
reporting period, the company developed a low-carbon yarn product, 30S Vortex Spun Viscose
Yarn, with a carbon footprint value of 7.87kgC02 eq./kg. At the same time, the company through
the analysis of product carbon footprint, determine the key links of product carbon emissions,
and then take measures to optimize the product process and technology.

(1) Basic information of products

S~ Yibin Grace’ s 30S Vortex Spun Viscose Yarn ~

Product Ingredients: 100% viscose

gtagfsm_ Yarn count: 30S

Manu—
facturer

Guaiba hardwood pulp

Arauco softwood pulp

Viscose: Yibin Grace Co., Ltd.

Vortex spinning: Yibin Grace Textile Co., Ltd.

o

(2) Evaluation scope

The time frame concerning the assessment of product life cycle is 2021, and the
system boundary is “Cradle -to-Gate” . The following three stages are covered:

Softwood pulp

Viscose

Hardwood pulp

This stage involves the production,
processing and overseas trans—
portation of wood pulp.

¢ This stage involves the domestic

. transportation of wood pulp and

+ the production of viscose staple
The data on carbon footprint of . fiber.
Guaiba hardwood pulp is from :
CMPC Pulp SpA. '

The production data on Arauco
softwood pulp is provided b
CELULOSA ARAUCO Y CONSTI-
TUCION S.A, including data on
raw materials, electricity, chemi-
cals and transportation.

The production data covers
electricity, packaging, chemicals
and transportation.

30S Vortex Spun
Viscose Yarn

This stage involves the transpor— '
tation of viscose staple fibers and
vortex spinning. '

The production data covers
electricity, packaging and trans—
portation.
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(3 Evaluation results (multiple graphs)

Analysis of carbon footprint of each production stage and each production process

Under the global warming potential (excl. biogenic carbon) index, the proportion of carbon
footprint in different production stages is as follows: raw material acquisition stage > fiber
production stage > yarn production stage

Proportion of carbon footprint in different
production stages (excl. biogenic carbon)

Raw material L
acquisition stage 61.23(%

Fiber production
stage I - 2

Yarn production 0
stage 9.65%

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00% 70.00%

Under the global warming potential (excl. biogenic carbon) index, the proportion of carbon
footprint of different production processes is as follows: hardwood pulp production > viscose
staple fiber production > softwood pulp production > vortex spinning

Proportion of carbon footprint in different
production processes (excl. biogenic carbon)

60.00%
51.30%
50.00%

40.00%

29.12%
30.00%

20.00%

9.65%

Vortex spinning Viscose staple Hardwood pulp Softwood pulp
fiber production production production

9.92%

10.00%

0.00%

®l0d %00L « 8
3 i N g g T @
— o — —————— ®.uga
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Analysis of the contribution of resources including energy and materials to the carbon footprint of products:
Proportion of carbon footprint of energy and
materials (excl. biogenic carbon)

M transportation Wl energy M raw materials [l chemicals Bl by—products
Packaging M waste gas emission ll Sewage discharge

raw materials:
10.39%

transportation: 48.60%

energy: 27.98%

raw materials: 1.33%
waste gas emission: 0.41%
Sewage discharge: 0.04%

Under the global warming potential (excl. biogenic carbon) index, the carbon footprint of transportation
accounts for the highest (48.607%), which mainly comes from the overseas transportation of wood pulp
in the raw material acquisition stage (the coefficient of “bulk cargo ship and ocean transportation” is
quoted in the calculation). Transportation will be the focus of emission reduction in the future, which can
be considered from the dimensions of procurement distance and transportation mode, or of directly
obtaining the transportation energy consumption to optimize the coefficient; the carbon footprint of
energy takes the second place (27.98%). of which steam accounts for the highest (14.14%), mainly from
the use of low-pressure steam in the fiber production stage; the carbon footprint of materials accounts
for 22.97%, of which raw materials account for the highest (10.39%).

Analysis of the proportion of carbon footprint of energy and materials in each production stage under
the global warming potential (excl. biogenic carbon) index.

Proportion of carbon footprint of energy and materi-
als in each production stage (excl. biogenic carbon)

100%
0.15%

80%

60%

40%

20%

0.10%
0.41%

Fiber production stage ~ Raw material acquisition stage

0%
Yarn production stage

M transportation Il energy M raw materials l chemicals Bl by—products
Packaging M waste gas emission ll Sewage discharge

Under global warming potential (excl. biogenic carbon) index, in the raw material acquisition stage,
the carbon footprint of transportation accounts for the highest (48.407%), mainly from the overseas
transportation of wood pulp, followed by raw materials, accounting for 10.39%; in the fiber production
stage, the carbon footprint of energy accounts for the highest (17.77%). mainly from the use of steam
and electricity; in the yarn production stage, the carbon footprint of energy accounts for the highest
(8.287%), mainly from the use of electricity, of which 8.13% comes from thermal power generation.
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Analysis of the contribution of energy and materials consumption to the carbon footprint of
products in different production stages

Analysis of the proportion of carbon footprint of energy and materials in each production stage under
the global warming potential (excl. biogenic carbon) index.

Proportion of carbon footprint of energy and materials
of each production process (excl. biogenic carbon)

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

0.15%

—0.04%

8.28%

0.09% 0.10%

1.23%

Hardwood pulp Softwood pulp Viscose staple Vortex spinning
production production fiber production

M transportation W energy M raw materials [ chemicals l by—products
W Packaging M waste gas emission ll Sewage discharge

Under global warming potential (excl. biogenic carbon) index, in the hardwood pulp production
process, the carbon footprint of transportation accounts for the highest (41.06%), mainly from the
overseas transportation of wood pulp, followed by raw materials, accounting for 10.29%; in the
softwood pulp production process, the carbon footprint of transportation accounts for the highest
(7.39%), mainly from the overseas transportation of wood pulp; in the viscose staple fiber production
process, the carbon footprint of energy accounts for the highest (17.77%); in the vortex spinning
process, the carbon footprint of energy accounts for the highest (8.28%). mainly from the use of
electricity.
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Energy Conservation, Consumption Reduction and Emission Reduction

Grace actively answered the national call for “energy conservation, carbon reduction and
green development” . It has reduced greenhouse gas emissions and continuously improved
the level of cleaner production through disseminating concept, optimizing energy structure,
applying energy-saving technology and environmental protection technology.

During the reporting period, the Company's total greenhouse gas emissions were 536,259 tons
of carbon dioxide equivalent, down 5.227% from the previous year; all greenhouse gas emissions
are from the net purchase of electricity and heat, namely, no emissions generated from the
combustion of fossil fuel, industrial production process and recycling of greenhouse gas. The
Company's greenhouse gas emissions per ton of products were 2.69 tons of carbon dioxide
equivalent, down 0.37% year on year.

Greenhouse gas emissions of Yibin Grace Co., Ltd.
(Unit: tCO2e)

636667
599101
565809
I 536259
2018 2019 2020 2021

Greenhouse gas emission intensity of Yibin Grace Co., Ltd.
(tCO2e / t product)

2.76
2.72
2,
. 70 2.69

2018 2019 2020 2021

N I |
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[(1)Energy conservation and emission reduction } o

Grace's energy consumption mainly comes from the production process, and the main energy
consumed is electricity and heat. In recent years, the Company has vigorously rolled out
electricity saving and steam saving projects, realizing the continuous decline in total energy
consumption and energy consumption intensity. The Company's energy consumption in 2021
decreased by 5.28% compared with that in 2020 and 18.65% compared with that in 2018; energy
consumption per RMB10,000 output value and energy consumption per unit product decreased
to 0.5 tons of standard coal and 0.899 tons of standard coal respectively. Meanwhile, the
Company's total renewable energy utilized is about 13,000 tons of standard coal.

Total energy consumption
(ten—-thousand-ton standard coal)

22.04
20.62
I I . h
2018 2019 2020 2021
Energy consumption intensity
0.956 0.937 0.903 0.899

2018 2019 2020 2021

W Energy consumption intensity (ton standard coal/RMB10,000)
M Energy consumption intensity per unit product (ton standard coal/ton filament)
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[(Z)Emission reduction technology } °

Technology is the core of climate governance, and is the core driving force and guarantee for the
green and sustainable development of enterprises. The Company attaches great importance to
technological innovation, especially environmental protection technological innovation. In recent
years, the Company has increased input in technology-based environmental protection projects,
vigorously promoted the innovative application of environmental protection technology, and improved
its ability in waste gas control. Meanwhile, it has also formed a waste gas recycling industry, greatly
reduced waste gas emission, substantially improved the total sulfur recovery rate, and achieved
remarkable environmental and economic benefits.

Technology-based environmental protection projects rolled out the Company
during the reporting period are shown below.

Case 1: Yasi project @ ™

Investing RMB24.25 million in 2018, Grace jointly developed a new solvent spinning

technology - dissolving cellulose by alkali/urea solution at low temperature with the
Chinese Academy of Sciences, Wuhan University and Sichuan University. This technology
completely eradicates the use of carbon disulfide solvent and can eliminate the emission
of carbon disulfide, completely solving the problems in controlling VOCs. Compared with
technologies applied in Tencel or Lyocell, this technology can yield lower price of rubber
raw materials, less pollution, easy recycling and low safety risk, the products with good
natural degradability and no CS, precipitation, are more friendly to the environment, and
the related finished products are healthier and safer. At present, the pilot-scale production
line has been completed, and the whole set of processes and key equipment are all
independently developed. In the future, the Company will replace the traditional viscose
staple fiber production technology with this technology. continuously reduce the impact of
production and products on the environment, and will also explore new application fields,
such as producing sulfide free cellophane products for the food packaging industry.

Case 2: Adsorbing CS, with activated carbon for recycling in the viscose production line

The Company adopted the domestic advanced and mature “H,S removal and adsorption
of CS, on activated carbon” technology in 2019 to recycle H,S and CS, emitted in the
production of viscose, that is, the hydrogen sulfide is firstly removed by the reaction
between sodium hydroxide and hydrogen sulfide in the waste gas, and then the carbon
disulfide in the waste gas is adsorbed and desorbed by activated carbon to be recovered in
liquid form, and the recovered carbon disulfide is recycled. The project can recycle 18,000
tons of carbon disulfide and create economic benefits of CNY10 million per year.
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Emission Reduction Management

Grace has established a “Leading Group for Preventing and Controlling Air Pollution” to
lead and manage the prevention and control of air pollution. Group Chairman acts as the
leader of the leading group, and members are made up of main leaders of the Company.
Meanwhile, Grace formulated the Plan of Grace for the Prevention and Control of Air Pollution
as required by the municipal party committee and municipal government, and supervised the
implementation of the plan, yielding good results.

Grace has strictly followed the deployment in the plan and taken serious measures to implement
key tasks in the plan, improving its waste gas treatment capacity, reducing the emission of polluting
gases, and continuously improving the production and living environment. Through measures
including increasing the investment in waste gas treatment facilities and upgrading production and
auxiliary equipment, the emission of waste gas has been effectively controlled, the emission of waste
gas has met the standard limits, the recycling of waste gas has been greatly promoted, and the air

quality of production areas and parks has been greatly improved.

YIBIN GRACE CO., LTD.
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n Environmental Management

I I I " Grace is an active practitioner in green development. It has formulated strategies and policies
E nvi ron mental Protection centered on environmental protection, combined targeted remediation with long-term

management, followed the principles of strict prevention at the source, strict management in
the process and strict control at the end in accordance with requirements in the environmental
management system, continuously improving the environmental management ability and
clean production level, realizing the synergy between enterprise development and ecological
protection, and driving the sustainable development of enterprises in upstream and downstream
industries. During the reporting period, the Company passed ISO environmental management
system certification, HIGG-FEM-3.0 tripartite on-site verification, and STeP by OEKO-TEX® factory
system certification, implemented ZDHC MMCF Wastewater Guidelines , and continuously
improved its environmental performance:; it receives no complaints on environmental protection
and faces no penalties on environmental protection throughout the year. The Company won the
honorary title of “Model Enterprise in Green Development in China’s Chemical Fiber Industry
during the 13th Five-Year Plan Period”.
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Philosophy

Lucid waters and lush mountains are
invaluable assets

Build a resource-saving and environ—
ment-friendly enterprise

Strategy

Uphold the green development strategy that

rioritizes environmental protection q 5
e e Guideline

Comply with laws and regulations and continuously improve the environment
Adhere to pragmatic environmental protection and implement source control
Rely on scientific and technological innovation to develop a circular economy

Pursue excellent products and create a green enterprise

[ Environmental Management } [ Water Resources Management } —1 Ecological Environmental Protection
Management System of Grace Group

(7 -
Organization
(3]

3 [ Pollution Prevention } [ Chemicals Management }

Party and government leaders assume
overall responsibility

Environmental protection management system of Grace Group
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Environmental management layer

Review and distribute environ—
mental guidelines, objectives and
procedures; deliberate on major
environmental issues, plans and
investments. The company has
recruited 52 full-time and
part-time personnel.

\

{(1)Energy reduction |

Grace lays emphasis on the construction of environmental management system. It has formulated the
Ecological Environmental Protection Management System of Grace Group after revising and completing
the original environmental management system. The Company strictly implemented the management
system, strengthened the fulfillment of responsibilities and prevented environmental protection risks.

Ecological Environmental Protection Management System of Grace Group

Ecological Environmental Protection
Management System

Emergency Plan for Emergent Environ-
mental Incidents

Environmental Risk Assessment Report

Hazardous Waste Management System

Environmental Monitoring Plan

{(Z)Environmental management organization }

The Company implemented the “Leaders assuming overall responsibility” proposed by Grace
Group for ecological and environmental protection, and established an Ecological and Environmental
Protection Management Committee to manage the ecological and environmental protection
responsibilities of managers at all levels to ensure that all environmental protection tasks are

implemented in detail.

Ecological and Environmental
Protection Management Committee

Decision— \ .
making layer &

Hold regular meetings to analyze
pollutant monitoring, pollutant discharge
and management results, and adopt

comprehensive environmental treatment

Management
layer
Executive layer R — Q |

Organization chart for ecological environmental protection management

measures to finally solve the problems.

Functional management departments

i Undertake specific environmental

i management matters; :
i Responsible for the analysis and report
i of environmental projects and the i
i implementation of improvement plans. |
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[(B)Certification / assessment related to environmental management system

)
J

Certifications obtained by the Company during the reporting period are as follows.

Certifications obtained Certification explanation Scope obtained
and tests passed

FSC certification

Canopy certification

STeP by OEKO-TEX®
certification

HIGG FEM 3.0 factory
environment module
certification

1S014001:2015
environment system
certification

ZDHC manmade
cellulosic fibers
wastewater guide test

Permit for safe use of
hazardous chemicals

STANDARD 100 by
OEKO-TEX ©

FSC is the certification of global forest timber, and it is a tool to
promote sustainable management of forests and achieve ecological,
social and economic goals by using the market mechanism. FSC
forest certification includes Forest Management (FM) Certification
and Chain of Custody (COC) Certification. At present, the Company is
involved in the certification of global COC Certification.

Canopy is a public welfare organization for environmental protection
initiated by environmentalists around the world, and its headquarters
is in Vancouver, Canada. lts main purpose is to help build a sustainable
supply chain, foster innovative solutions to environmental challenges,
protect the world's forests, species and climate, and promote the
sustainable development of global ecology through cooperation with
business leaders, scientists and decision makers.

STeP by OEKO-TEX® is an independent certification system for
sustainable production enterprises, representing sustainable
textile and leather production. Through modular form and dynamic
certification system, the sustainable production conditions of
enterprises are comprehensively subject to analysis and evaluation,
aiming at realizing an environmentally-friendly production process,
ensuring a healthy and safe working environment, and protecting
the social rights and interests of workers.

HIGG FEM 3.0 is developed by Sustainable Apparel Coalition (SAC) to
measure the environmental management of seven environmental
categories, including environmental management system, energy use
and greenhouse gas emission, water use, wastewater and exhaust gas
emission, waste management, and chemical use and management.

I1SO 14001, a certification code of the environmental management
system, is the standard of the environmental management system
formulated by the International Organization for Standardization.
It is formulated in response to major environmental problems
such as the increasingly serious global environmental pollution
and ecological damages, ozone layer destruction, global warming.
and the disappearance of biodiversity which threaten the future
survival and development of mankind, aiming to conform to the
development of international environmental protection, and meet
the needs of international economic and trade development.

The Zero Discharge of Hazardous Chemicals (ZDHC) Alliance

was established in 2011 to promote zero emissions of hazardous
chemicals in the textile, leather and footwear industries. ZDHC MMCF
Temporary Wastewater Guide was issued in 2020, which defines
the standard practices of wastewater test requirements and the
expectations of manmade cellulosic fibers (MMCF) manufacturers.

Chemical enterprises that use hazardous chemicals in production
and use them in prescribed quantities (excluding hazardous
chemical manufacturers) shall obtain the permit for safe use of
hazardous chemicals. The chemical fiber manufacturing industry
is included in the Catalog of Industries Applicable to the Permit for
Safe Use of Hazardous Chemicals.

STANDARD 100 by OEKO-TEX ® certification is an ecologically-
friendly textile certification, and TESTEX Swiss Textile Testing Center
is an independent and neutral organization, which mainly tests the
content of harmful chemicals and metal substances in textiles.

Yibin Grace Group Co., Ltd., Yibin Grace Co.,
Ltd.. Yibin Hiest Fiber Co., Ltd., Yibin Grace
Textile Trading Co., Ltd., Yibin Grace Textile
Co., Ltd., Yibin Grace Imp. & Exp. Co., Ltd.,
and Grace (Hong Kong) International Trading
Limited.

Yibin Grace Group Co., Ltd., Yibin Grace Co.,
Ltd., Yibin Hiest Fiber Co., Ltd., Chengdu
Grace Fiber Co., Ltd.

Yibin Grace Co., Ltd.

Yibin Grace Co., Ltd.

Yibin Grace Group Co., Ltd., Yibin Grace Co.,
Ltd., Yibin Hiest Fiber Co., Ltd.

Yibin Grace Co., Ltd.

Yibin Grace Co., Ltd.

Yibin Grace Co., Ltd. (nominal application,
including viscose filament yarn and
embroidery thread produced by Yibin
Hiest, and viscose staple fiber and Gracell
products produced by Yibin Grace).
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Water Resources Management

Water is one of an important resource for the production and processing of cellulose fibers. Advocating
saving and efficiently using water and improving water management capacity is not only an effective
way for the Company to realize green operation and production, but also an important measure to
improve the comprehensive benefits of the Company. We upholds saving water, efficiently using water
and cycling use of water, and takes measures such as investing in water-saving and reclaimed water
reuse equipment and applying water-saving technology to reduce the water used in the process of
production and operation, yielding comprehensive benefits. The Company has won the honorary title of
“Water-saving Enterprise in Sichuan Province” .

During the reporting period, all water used by the Company is surface water. The data on total water
consumption and reclaimed water consumption are as follows.

Water consumption of the Company

900 100%
800 90%
700 80%
0,
600 70%
60%
500
50%
400
40%
300 209,
200 20%
100 10%
0 0%

2018 2019 2020 2021

I Total water consumption (10,000 tons) [ Consumption of reclaimed water (10,000 tons)
=@= Proportion of reclaimed water in total water consumption (%)
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The data on water resource consumption intensity and water consumption per unit product of
the Company during the reporting period are as follows. Among them, the water consumption
per unit product outperformed EU-BAT standard (35-70 m® / t product).

Water consumption per unit output value
(t water/RMB10,000)

25.22 24.21 24.54

16.85

2018 2019 2020 2021

Water consumption per unit product
(t water/t filament)

34.99 P _
34.24 34.05 20,55

2018 2019 2020 2021
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Pollution Prevention Case 1: Recycling of viscose staple fiber waste liquid

Closely following the national strategic deployment of comprehensively strengthening ecological The Company has invested a total of RMB66.36 million to build a viscose staple fiber waste
liquid recycling system back in 2017. The project applies disc filter, dilution increasing

system and pretreatment system, and can realize zero discharge of waste rubber; it uses
anti-pollution nanofiltration membrane, which can improve the filtration capacity and
operation efficiency, and greatly improve the waste liquid recovery rate. The project can
reduce waste viscose water discharges by 770,000 tons per year, waste alkaline water
discharges by 280,000 tons, and total waste water discharges by 1.05 million tons, and

and environmental protection and resolutely fighting the battle against pollution, and strictly abiding
by the relevant national regulations and requirements for the discharge of pollutants, the Company
has taken multiple measures to deal with waste water, liquid and waste generated in the production
process, reducing total pollutant discharges, improving the pollutant recycling capacity and level, and
achieving remarkable comprehensive benefits. In 2018, the Company won the honor of “National

Green Manufacturing Integration Project” from the Ministry of Industry and Information Technology. yield a comprehensive economic benefit of RMB28.01 million.
[ (1)Wastewater and waste liquid management } °

Case 2: Efficient governance of viscose waste and resource recycling and reusing
During producing cellulose fibers, a large number of pollutants such as waste alkali liquor, waste
glue, acid bath water and plasticized water will be produced. The main pollutants contained in For the problem of the governance, recycling, and reusing of waste liquid in the viscose
the wastewater and waste liquid discharged by the Company include chemical oxygen demand, production process, the Company has invested a total of RMB108.1035 million in 2018 to produce
ammonia nitrogen (NH,-N), total nitrogen (N), total phosphorus (P), suspended solids, five- sulfuric acid and sodium hydroxide by bipolar membrane electrodialysis devices, with the

reusing rate of sodium sulfate waste liquid reaching over 95%. The project was completed and
put into operation in 2019, with an annual reduction of 35,310 tons of waste acid bath, treatment
of 99,139 tons of sodium sulfate, a reduction of 134,449 tons of waste acid bath emissions, and
an annual comprehensive economic benefit of RMB24.96 million.

day biochemical oxygen demand, sulfide, total zinc, etc. To this end, the Company implements
environmental objectives centering on strengthening source control, environmental monitoring and
technical monitoring, carries out the pre-control of environmental pollution, pays close attention to

sewage treatment, ensures up-to-standard discharge and prevents environmental risks.

The implementation of reclaimed water reuse, the daily reuse of 4200m3/d, [ (2)Waste management ] 0
sewage treatment system water intake significantly lower than the same

= period last year.

The Company’ s solid waste mainly includes general solid waste and hazardous waste. The former
includes waste silk, paper and cardboard, plastic, metal and household waste, while the latter
The front-end high-temperature and high-salt wastewater is centrally collected includes waste mineral oil and waste packaging containers. In strict accordance with the Law of the
and pre-treated, of which the Ted'“m and high-concentration wastewater People's Republic of China on the Prevention and Control of Environment Pollution Caused by Solid
treatment system tr§ats 3QOm /d. alnd the enriched wastewater tregtment Wastes and other relevant regulations, the Company strengthens the standardized management
system treats 7500m°/d, which effectively reduces the COD concentration and . . L . - .

of solid waste and hazardous waste in combination with the actual situation to carry out reduction,

total salt concentration of the biochemical system inlet water, and ensures the . ) . ) . .
stable compliance of biochemical effluent COD. recycling. and harmless disposal of solid waste, so as to reduce the risk of environmental pollution.

At present, the Company has established a perfect solid and hazardous waste management
regulation, and prepared related documents such as the Hazardous Waste Management Regulation
of Yibin Grace Co., Ltd. and the Operating Instructions for Solid Waste Management; it has also
established storage warehouses for hazardous waste, implemented standardized management of
hazardous waste, and entrusted qualified third parties for disposal according to relevant regulations.
The Company will carry out regular verification of the main qualification and technical capacity of the

The wastewater discharge of the Company during the reporting period met the requirements
specified in the ZDHC MMCF Wastewater Guideline. The specific results are as follows:’

ZDHC MMCF Wastewater Test in 2021 - Yibin Grace Co., Ltd.

(APEOs ) entrusted parties and strictly implement the regulations related to hazardous waste transfer, so as to
! . Alkylphenol (APs) realize the traceability of hazardous waste.
L Tota_l Cadmium  Copper Nickel Clonin Hydrocarbon Sulfide Mercury Lead Zinc (?arbt_)n and alkylphenol
ters  chromium Vi disulfide .
polyoxyethylene acid . .
(APEOs) Disposal Methods of Solid Waste
Unit mg/L mg/L mg/L mg/L mg/L mg/L mg/L mg/L mg/L mg/L mg/L mg/L
Result A A A A A A P A A A A ND @

Disposal

A: Aspiration level; P: Progressive level; F: Foundational level; ND: Not detected Method

l

l

and making technological innovation to improve its sewage treatment capacity and sewage recycling level, so as to promote source treatment and /V : Waste viscose, paper and cardboard, Recycled or utilized by the third parties

In addition, the company has taken measures such as upgrading sewage facilities and biochemical treatment facilities, optimizing treatment technology

resource recycling to the largest extent; it optimized existing sewage treatment process by screening and domesticating special strains resistant to high

General solid waste plastic, metal, etc.
~ T Incineration by the municipal

Household waste administration to generate electricity

c Wa;te mineral oil, yvaste packaging Disposal by entru;ted qualified third
H containers, spent activated carbon, etc. parties

acid and high salt environment and Improve the biochemical treatment capacity of wastewater; it can efficiently recycle the treated wastewater to the “0 O

production system by innovating the advanced oxidation and negative pressure degassing filtration technology, improving the wastewater recycling rate.

3. The test results are from the report issued by the third-party testing organization approved by ZDHC.
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During the reporting period, the general solid waste generated by the Company was 1,152
tons, a decrease of 16.88% compared with that of 2020 and a decrease of 2.91 percentage points
compared with that of the same period of the previous year. The Company will further study
feasible measures to further reduce the output of hazardous waste.

Annual Output of the Company’ s
Solid and Hazardous Waste (t)

2000 1728 100
1800
1600 1386 80
1400 1152
1200 60
1000
800 40
600
400 20
200
0 0

2018 2020 2021
Hm General solid waste ==@= Hazardous waste

During the reporting period, the data of the Company's general solid and hazardous waste
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Chemicals Management

Under the strict implementation of the requirements of related laws and regulations such as the
Work Safety Law of the People’s Republic of China, the Regulations on the Safety Management of
Hazardous Chemicals, and the General Norms for Safety Standardization of Hazardous Chemicals
Enterprises, the Company, in combination with the actual situation, formulated the Safety
Management Regulation on Hazardous Chemicals of Yibin Grace Co., Ltd., and carry out whole-
process standardized management of identification, statistics, purchase, storage, custody, production,
use, in & out warehousing, loading and unloading, and disposal of hazardous chemicals. At the same
time, reduction targets are set for all kinds of harmful chemicals every year, and continuous and
effective chemical management plans ensure that they meet the safety standards in a strict manner.
Within the reporting period, no safety incidents of hazardous chemicals in the Company.

Procurement Inspection

plan plan

Warehousing

Formulate the use amount Formulate the inspection
: %ncti needstc>r]f chemilgals : i plan

i Determine the suppliers : ;

i and supply time H i Sampling

Monitoring of

using effect

i In case of abnormalities

i during use, reportto the :
. technology department or :
i routing inspection. :

emissions is as follows. Among them, the emission intensity of hazardous waste is greater Summary
than the emission intensity standard of EU-BAT hazardous waste (0.2-2.0 kg/ton product).” review
. y . : .
A unit product’ s output of solid and } Summarize the usage of
hazardous waste (kg/ton product) | whether to continue
: purchasing
10 1 i
7.64
8 7.25 0.8
5.78
6 0.6
4 0.4
2 0.2
0 0
2019 2020 2021
mmm General solid waste ==@= Hazardous waste

Case: Industrialization project of comprehensive utilization of alkali liquor containing hemicellulose

In order to reduce waste discharge in the production process and tap the value of waste resources, the company developed the independent
patent of "a process technology for the preparation of feed grade xylo-oligosaccharide by squeezing lye combined membrane concentration”
as early as 2014, and used the extracted hemicellulose to produce xylo-oligosaccharide products and reduce pollutants and waste
discharge from the source. In order to further improve the utilization level of waste resources and reduce emissions, the company invested
another 150 million yuan in 2017 to construct the project of "Industrialization of comprehensive utilization of hemicellulose-containing alkali
solution”. The project adopts combined membrane purification technology. solid acid catalytic hydrolysis technology, waste water waste
alkali recycling circular economy technology, the hemicellulose immersion waste in the production process of viscose fiber is recycled,
and the crystalline xylose is produced as the raw material for food grade xylose, which realizes the transformation of hemicellulose waste
lye into treasure in the production process of viscose fiber and enhances the value of waste lye. The project was completed and put into
production in 2018, creating economic benefits of 190 million yuan per year, while solving the problem of environmental protection treatment
of hemicellulose immersion, and the ecological and environmental protection benefits are remarkable.

i Conduct routing inspection:
. of the use according to the
: Raw Material Judgment

. Standard and Feedback

. and Complaint Process

i Store items in accordance !
i with standard conditions

i Make arrangements

i according to FIFO,

i abnormal storage, and
i post—expiration treatme

4. Unit product's output of general solid waste = total output of harmless general waste/output of non-conversion viscose;Unit product's output of hazardous waste = total output of hazardous

waste/output of non-conversion viscose.
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[(1)Chemical procurement management ] °

Management Regulation on Purchase and Sale of Hazardous Chemicals
of Yibin Grace Co., Ltd.

Management Regulation on Chemical Suppliers of Yibin Grace Co., Ltd.
Safety Responsibilities of Purchasing Personnel in Resource
Purchasing Department of Yibin Grace Co., Ltd.

[(Z)Chemical use management } °

Measures for Chemical Use Management and Risk Response

Chemical Risk Assessment Procedure of Yibin Grace Co., Ltd.

Safety Management Regulation on Hazardous Chemicals of Yibin Grace
Co., Ltd.

Within the reporting period, the Company launched the chemical risk assessment according to
the Chemical Risk Assessment Procedure of Yibin Grace Co., Ltd. and formulated the 2021 Risk
Assessment Report of Yibin Grace Co., Ltd. In the process, the Company identified six major
risk factors, and all of them have been subject to effective control and preventive measures; no
safety accidents occur throughout the year in the Company after it takes effective control and
preventive measures against all risks.

Chemical Risk Assessment and Risk Response

Qualitative Risk Assessment

Estabish ajoint Ny fcsioalc Dasic Confimthe Qualtaive risk Determine :
assessment team chemicals risk level assessment solutions :

Quantitative Risk Assessment

Determine - Information Response and
m i

1 e Remediation is required if the risk assessment level is
+ determined to be low and conflicts with national and
1 local laws and regulations.

1 e Quantitative risk assessment is required if the risk
1 assessment level is determined to be medium.
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V.
Rights and Interests of Employees

7 A

n\ Protection of Employee Rights and Interests |

\ Health and Safety \ \:@:

.

a\ Growth and Development

J
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Yibin Grace Co., Ltd. implements the concept of respecting and protecting human
rights throughout the whole process of the Company’ s human resources
management, insists on protecting the legitimate rights and interests of employees,
and provides employees with a broad development platform and opportunities,
accompanies them to obtain growth sincerely, and jointly creates a brighter future
with employees with comprehensive occupational health management, perfect
training and development system, and care measures for employees.

n Protection of Employee Rights and Interests

The Company follows the eight core principles related to basic human rights of the International
Labor Organization (ILO) and the relevant requirements of the United Nations Universal Declaration
of Human Rights and other conventions, so as to provide employees with an equal and harmonious
working environment. Under the strict implementation of the requirements of laws such as the
Labor Law of the People’s Republic of China, the Labor Contract Law of the People’s Republic of
China, and the Juvenile Employee Protection Law, the Company standardizes the management of
employees’ labor contracts, protects the legitimate rights and interests of employees, and ensure
legal and compliant labor use in accordance with the Employee Handbook of Yibin Grace Co., Ltd. The
Company has formulated the Code of Conduct for Social Responsibility to protect employees’  right
of free choice, resolutely resists the use of child labor and forced labor, and avoids any workplace
discrimination based on race, religion, gender, age, marital status, disability or nationality.

During the reporting period, The total number of employees of the company is 932, the details are as follows:

Total number of employees by gender

Total number of employees by age

38.30%
27.7
61.70%
)
= Male employees ® Female employees “ u16~18 ®18~45 m Qver 45
Number of employees who have signed Non-local employees
contracts with different terms
2021%
6.44%
5.50% 5.27%
20204 O o
1071 @
20195
) ) 2019 2020 2021
= Number of employees who have signed medium—and —long-term (3 years and above) contracts
m Number of employees who have signed contracts without fixed terms ® Number of non—local employees @ Market share
® Number of employees who have signed contracts with fixed terms




YIBIN GRACE CO., LTD
48 SUSTAINABILITY REPORT 2021

0.54.

of ethnic minority
employees

)

[(1)Remuneration and welfare ]

The Company provides all employees with generous remuneration and welfare. The Company
has formulated the Salary Payment Management Regulations and provides employees with

“Five Insurances and One Fund” (including endowment insurance, employment injury
insurance, medical insurance, maternity insurance, unemployment insurance and housing
provident fund), and the social insurance coverage rate reaches 100%; it implements a series
of vacation policies such as the national statutory vacation system and paid annual vacation;
it also provides employees with high-quality benefits such as accommodation, transportation,
family visitation, and physical examination. In addition, the Company also provides funds
to organize employees to regularly carry out team building activities, selects and rewards
outstanding employees every year, regularly offers care to employees in need, and carries out
assistance activities for employees in need, etc.

[(Z)Diversity and equal opportunity }

The Company supports the diversity and equal opportunities of employees, opposes
discrimination, provides equal employment opportunities for female employees and minority
employees, and gives full play to employees’ personality characteristics and self-worth.
The Company actively protects the legitimate rights and interests of female employees,
adheres to the principle of gender equality, ensures that the female employees can enjoy
equal labor rights and social security rights with male employees, and strictly implements the
regulations on the leave of pregnancy. childbirth, and lactation period for female employees,
and the regular physical examination. The Company actively encourages female employees
to participate in the democratic management of the Company, and realizes a proper number
of female employees as the leading members. As of the end of 2021, the Company had 932
employees, among which 27.79% were female employees and 0.54% were minority employees.

[(B)Communication and participation }

The Company follows the requirements of laws and regulations such as the Trade Union Law of the
People’ s Republic of China, the Articles of Association of the Trade Union of China, the Provisions
on the Election of Grass-roots Trade Union Organizations, the Provisions on Grass-roots Trade Union
Member Congress, the Provisions on the Work of Enterprise Trade Unions, and the Provisions on the
Democratic Management of Enterprises to establish trade union organizations, so as to protect and
guarantee the vital interests of employees. The Company respects the autonomy of the trade union,
cooperates with and strongly supports their work, gives full play to their role, and jointly builds a
more harmonious labor-capital relationship. The Company has been awarded as the national and
industrial “Enterprise with Harmonious Labor Relationship” many times. As of the end of 2021,
the rate of the Company's employees joining the trade union reached 1007%.

Rational suggestion activities are an effective way for employees to participate in enterprise
management and play the role of masters, and also an effective measure for the Company to
enhance employees’ cohesion and enthusiasm. The Company actively carries out the disclosure
activities of factory affairs, collects the rational opinions and suggestions of employees in time by
establishing communication channels such as suggestion boxes, and promotes the economic
benefits and enhances the development quality of the Company. A total of 1,108 rational suggestions
were received in 2021.
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B Growth and Development

The Company pays attention to the development and growth of employees, provides
opportunities and space for their sustainable development, and is committed to realizing
the joint growth and development of employees and the Company. Grace has formulated the
program of the Employee Training and Development, which specifies the reasonable promotion
channels and establishes a perfect training system to meet the joint development needs of
employees and the Company.

Training System of Yibin Grace Co.,Ltd.

@ Organized by the Company

The Human Resource Department is
responsible for the training, mainly including
new employee induction training, professional
lecturer training, corporate business training,
and other special training.

@ Organized by various departments

Business skill and specialty training and
pre—job training for new employees are carried
out according to the actual needs.

Level 1
Training

Level 2
Training

'Il:re:;ﬁ!r? e Organized by the teams
9 Safety and skill promotion training is mainly
carried out.

Training types: five types of training, including the Company’ s internal and external courses, two-way

Igl Training forms: mainly including off-the—job training, on-the—-job training and self-study.
communication, advanced study of personal education and professional title, and outward investigation.

[(1)Employee training }

The Company sees it as its responsibility to provide employees with opportunities and space
for their sustainable development and establishes a three-level training system from the
company level, the department level to the team level to realize multi-level employee training.
A total training cost of RMB730 thousand was invested from 2019 to 2021, with 136 training

sessions and 4,570 person-times.
Including Corporate Culture,

Including grass-roots

management personnel training, Professional Quality, Code of

special operation post training, Conduct. Company Regulations.

. . . Confidentiality Education,
induction training for new
) ) Corporate Safety Knowledge
employees, new apprenticeship and Occupational Health, Self-
post skill training, MBA training for protection of Female Employees,
middle-to-senior management, Mental Health Maintenance,
etc. Excellent Employee Sharing, Team
Management, Analysis of Labor

Law Relationship, Standardized

Management of GMO and 9S, etc.




The Company continues to promote the “QC” training activities, and has organized 100 person-times to participate in the group
standard publicizing and implementation network training class of the Team Construction Principle of Quality Assurance of the national
textile industry in 2021 according to the Quality Management Team Activity Guidelines (T/CAQ10201-2020); it also organized 40 person-
times to participate in practical backbone training of Yibin Quality Management Team Activity. organized internal auditors to participate in
assessor training, and organize four high-quality development training activities for grass-roots managers, with about 180 person-times as
participants, to continuously improve the ability and level of quality management activities.
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Nineteen Grace “EP” (Engineer’ s Pioneer, refers to a technician pioneer) Skill Competitions have been held since 2003, from the initial
7 types of work to 85. The activity has trained a large number of skilled professionals for the group and laid a solid talent foundation for the
Company’ s high-quality development.

The 19th “EP” Skill Competition lasted for nine months. There are five stages in the competition including training, enhancement,
practical operation, competition, and skill identification, and there are a total of more than ten items in six branches. In the competition,
there are 2 golden technicians, 1 chief technician, 20 “EP” technicians, and 58 winners. Among them, there are 11 types of work, 5
technicians, and 16 winners in Affiliated Factory 1; there are 11 types of work, 1 golden technician, 5 technicians, and 22 winners in Affiliated
Factory 2; there is 1 golden technician, 1 chief technician, 10 technicians, and 20 winners in the Equipment Maintenance Department.

The Company has issued Opinions on Classified Management of Cadre Talent Team and

Measures for Management of Professional and Technical Talents, and the employees are

provided with multi-level career development channels. There are not only cadres responsible

for management, but also professionals and technicians. The Company has established a

multi-dimensional career development system for employees, encourages employees to carry

out in-depth development in their professional fields, guides their career development, and

unifies their self-growth with the Company’ s development goals, thus cultivating and creating

a team with high-quality talents, and finally achieving a win-win vision of employees’ career

development and the Company’ s sustainable development.

Development
consultant

Senior supervisor

Advanced
supervisor

Supervisor

Assistant director

Employee

Deputy chief \
engineer

Engineer in charge

Deputy engineer
in charge

Responsibility
engineer

Technician

4

Employee

Technical
sequence

General manager \
assistanVDepu*y director level

Middle—level
principal

Middle—level
deputy

Middle—level
assistant

Team leader/sec—
tion chief/secretary

Employee

Supervisory
sequence



Health and Safety

The Company insists on putting employees’ life safety and occupational health in the first
place, earnestly implements the Healthy China 2030 Blueprint, strictly abides by the Work
Safety Law of the People's Republic of China and the Law of the People's Republic of China on
the Prevention and Control of Occupational Diseases, insists on both occupational safety and
occupational disease prevention and control, and promotes the integrated management of
occupational health, physical health and mental health.

The Company comprehensively identifies, prevents and controls hazardous risks of
occupational diseases, takes the prevention and control of health risk factors as the
starting point, systematically evaluates health risks, screens out key workplaces and key
concerned personnel under control, and takes targeted prevention and control measures to
comprehensively improve employees’ health and safety quality.

The Company pays much attention to health education and training for all employees and
popularizes knowledge of occupational disease prevention and treatment, labor protection,
healthy lifestyle, disease prevention, mental health, first aid and self-rescue, etc., so as to

promote self-health management of employees.

The Company provides employees with workplaces, environment and conditions conforming to
national occupational hygiene and health and safety production standards and requirements,
and ensures an adequate supply of corresponding protective equipment and labor protection
articles. At the same time, the Company improves related regulations and laws, operating
procedures, and emergency plans such as the Safety Production Responsibility Regulation,
the Safety Production Management Regulation, the Safety Production Operating Procedures,
the Occupational Hygiene and Health Management, the Double Prevention Mechanism
of Hierarchical Risk Control and Hidden Danger Investigation and Governance, the Safety
Production List System and the Comprehensive Emergency Plan for Safety Production in
accordance with the requirements of provisions such as the Safety and Occupational Health
Management System formulated by the group company. On this basis, the Company specifies
the effective measures to deal with safety production and occupational disease protection,
such as hanging safety warning and occupational health warning signs, regularly carrying
out knowledge and awareness training and education on occupational health, production
safety and emergency rescue, and organizing safety and occupational health skill training
and emergency drills to improve employees’ self-protection awareness and ability. The
Company also provides annual free occupational health examination for all employees, and
the employees who may have occupational disease hazards will be provided with free targeted
special health examination for occupational disease prevention.

Within the reporting period, the Company strengthened the fine and standardized management
of safety production, paid attention to the physical and mental health of employees, and
prevented safety production accidents and occupational disease hazards. There were no
fatalities, occupational hazard accidents, serious injury accidents, and mass poisoning
accidents and incidents throughout the year.

Production
safety

Pandemic Prevention

and Control

© Education and training: we thoroughly
implement the important instructions and
the spirits of the series of speeches by the
General Secretary Xi Jinping about the

0VID-19 pandemic prevention and
control, work on the decision-making and
deployments of the CPC Central
Comnmittee and the State Council,
formulate the pandemic prevention and
control plan, and actively carry out the
pandemic prevention and control training,
50 as to ensure the life safety of
employees.

* Pandemic prevention articles or
materials: we distribute the pandemic
prevention materials such as masks and
disinfectants to all employees in a timely
manner.
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2 6 1 people
| | were assisted with
| precision

the expenditure of assistance
and relief funds was

yuan

Assisted

W 4 employees
with serious diseases

Helped
@ 1 0 children

of employees in need to go to school

Employee Care

The Company cares for every employee and it promotes the sense of identity and cohesion of
employees based on the established warm, friendly, and positive working environment, so as to
make the Company become a “warm home” for all employees. Grace focuses on employees’
expectations and demands, practically solves the key, difficult, and hot issues that employees are
concerned about, helps employees in need sincerely, cares for retired employees, and constantly
enhances employees’ sense of acquisition, happiness and security.

Within the reporting period, the group company provided accurate assistance to 261 person-times with
relief funds of RMB172.7 thousand. Among them, there were four employees with serious diseases

who obtained relief and ten children of employees in need were helped to receive education in schools.

The leaders of the Company visited and helped employees in need.

The Company advocates “happy work and healthy life” and regularly organizes cultural and sports
activities to promote employees' physical and mental health. Within the reporting period, the Company
organizedthe “Mass Happy Sports 2021 Basketball and Badminton Championships” and more than
200 players from 19 representative teams and 4 friendly units participated in the competition; it also
organized 2 representative teams to attend “Villages & Communities” basketball match in Yibin City,
and organized to  “Villages & Communities” 3rd eight-a-side football match for middle-aged and
elderly people in Xuzhou District, Yibin City.

Basketball game

YIBIN GRACE CO., LTD
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The Company has continuously increased its investment in recent years to create a better working
and living environment for grass-roots employees by upgrading and renovating employee
dormitories and upgrading living and sports facilities. In 2021, the Company continued to add the
cost of repair and renovation of about RMB700 thousand to repair and renovate the infrastructure of
employee apartments (including the self-built public rental housing community- Grace Locke) for
the improvement of their living quality; it purchased home appliances such as washing machines,
freezers, refrigerators and microwave ovens for employees to improve their life quality; it also
launched the “Coolness Delivery” activity in summer to distribute watermelons, cool drinks and
heatstroke prevention and cooling drugs to the front-line employees, with a total of about 3,500
person-times. In addition, the Company invests millions every year to afforest the environment of
industrial parks, and engages property companies to clean up the environmental sanitation in a
normal way, so as to create a clean and neat working environment for employees.

A

o —

Grace Locke

The cost of additional
maintenance and renovation
is about

700,000

yuan
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: The Company has been rooted in the community where it is located all the |-

V time. It takes the concept of “Co-integration, Co-construction, sharing and Co- il
= i governance” to focus on the practice of localized social responsibility, and ILI
contribute to targeted poverty alleviation, rural revitalization, and public welfare : 1]

SOCIa I Res po n S I b I I Ity establishments while paying much attention to environment protection, employment nm nomn

creation, and development of the local economy. It makes great efforts to make
a positive contribution to the harmonious development of the local economy,
environment, and society. The Company is rewarded as the “Sichuan Advanced
Group for Poverty Alleviation” and realizes the inclusive growth and sustainable
development in implementing social responsibility.

BB Public Welfare

The Company is earnest about public welfare undertakings to realize common prosperity with
the region. Since the Top Ten Projects for “Happy Yibin” was put forward, the Company has
actively responded to the government’ s call, used its own advantages to help the community,
and gave back to the society, so as to make a contribution to the solutions to livelihood
problems closely related to the lives of ordinary people with practical actions, and constantly
improve people’ s sense of acquisition, happiness and satisfaction.

Top Ten Projects for “Happy Yibin”

On the occasion of the “14th Five-Year Plan” and the full start of a new journey of
socialist modernization, Yibin City launched the Top Ten Projects for “Happy Yibin”
in March 2021 in order to better conform to the people’ s expectations for a better life
and speed up the construction of livable places for high-quality living, including two
major sections of “Urban Function Improvement” and “Weak Link Remediation
in Counties and Villages” . with 1,164 projects and a total investment of RMB21,556
million. All projects and plans will be completed within 2022. The establishment of
the Top Ten Projects for “Happy Yibin” aims to effectively solve the livelihood issues
closely related to people’ s lives, such as transportation, environment, culture,
education, medical treatment, enhance the core competitiveness of the city, and realize
the sharing of the development results among the masses.

((1)Education support } o

The Company strongly supports the development of local education through the measures
of funding. aid construction and assistance, so as to effectively promote the humanistic care
of “Happy Yibin” and urban basic education. In 2021, the Company funded 10 students for
their education in the autumn beginning of school, a total of more than 40 students in need
in poverty-stricken areas, and more than RMB150 thousand of subsidies. It also assisted the
construction of Ma'anshi Kindergarten in Sanjiang New District with a total investment of
nearly RMB32 million. It donated more than 3,000 books to schools such as Gaoxian County
Shuoxun Primary School and Liduan Town Central Primary School.

n[ Public Welfare J [ HarmoniousCommunity}

[ Common Moderate Prosperity }

In 2021, the Company invested RMB32 million in the The love donation activity of “Books for Future and
construction of Ma'anshi Kindergarten Warmth Everywhere”



YIBIN GRACE CO., LTD.
SUSTAINABILITY REPORT 2021

[ (2)Anti-pandemic support } o

At the beginning of the COVID-19 pandemic, the Company turned the crisis into opportunities
to promote transformation. It relied on the advantages of the industrial chain and built a
medical and health materials industry. It took only 22 days to build a standard medical and
health factory covering an area of 3,000 square meters, which had the capacity of producing
1.5 million masks per day, 1,500 tons of melt-blow non-woven fabrics per year, 10,000 tons of
spun-bonded non-woven fabrics, and 10,000 tons of composite non-woven fabrics per year. It
made a strong contribution to the victory of the anti-pandemic campaign in Sichuan and laid a
solid foundation for the Company’ s development.

Under the normalization of the pandemic prevention and control, the Company insists on
the role of a good logistics soldier. In 2021, the Company provided anti-pandemic materials
worth RMB800 thousand to pandemic areas, which includes 1 million masks, 200 thousand
compressed towels, 50,000 packets of disinfectant wet tissues, 20,000 disposable bath towels,
2,000 packets of disposable wet toilet paper, 6,000 packets of disposable face towels, and

15,000 packets of disposable wet tissues, etc. Grace Company was awarded the honorary title
of the “Advanced Group Against COVID-19 Pandemic” by Sichuan Pharmaceutical Industry
Association.

YIBIN GRACE CO., LTD.
SUSTAINABILITY REPORT 2021 59

Harmonious Community

The Company fully cooperates with Yibin's task of creating the national civilized city, has
established a youth volunteer service team, conducts the knowledge contests and offline
publicity related to creating the national civilized city for Yibin City, and completes the

“School Community” guidance and services for the task in the communities under
double responsibilities and double guarantees (responsible for actions to be taken both in
the enterprise and in communities around and guarantee of thorough publicity as well as
collection of, feedback on problems and rectification accordingly under the long-term normal
work mechanism for establishing national civilized cities), so as to contribute to the successful
creation of the “National Civilized City” in Yibin City. Up to now, more than 600 volunteer
service activities, such as “Community Services under Double Responsibilities and Double
Guarantees” and “Civilization Persuasion in Cuiping Mountain” , have been carried out with
service time exceeding 26,000 hours.

The Company carried out the in-depth “Double Responsibilities and Double Guarantees”

community assistance activities to distribute goods and warm care to the lonely elderly and
families in need in the community:; it established neighborhood interaction organizations such
as Grace Public Welfare Society and Longcheng Neighborhood Club, and carried out special
festival activities and zero-distance services such as Charity Walk, Parent-child Tea Club, and
Spring Festival Couplets into Community, so as to promote the harmonious development of the

community.

{600

volunteer service activities

The service time is more than

)26,000

hours
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Common Moderate Prosperity

In recent years, Grace has always taken poverty alleviation and rural revitalization as the
primary task of the Company’ s development, implemented the work arrangements and
deployments of the provincial party committee and the municipal party committee on targeted
poverty alleviation and rural revitalization, and exerted its own industrial advantages to
actively explore effective assistance modes and mechanisms and realize the win-win situation
of enterprise development and rural prosperity. Up to now, the Company has assisted four
corresponding villages to overcome poverty, involving 211 low income families with a total of
811 people.

In the process of targeted poverty alleviation campaign, the Company dispatched three cadres
to assist four villages, Shuangfeng Village in Xingwen County, Yibin, Nianmi Village at Shulou
Town in Yibin, and Gaoshan Village and Eri Village in Ganzi Tibetan Autonomous Prefecture.
It donated more than RMB3 million of industrial development funds and purchase amount in
place of donation, actively connected and actively coordinated targeted donations of more than
RMB3 million, and introduced poverty alleviation funds of more than RMB7 million.

The Company has carried out eight industrial projects in combination with its own industrial
advantages: investing nearly RMB3 billion in Pingshan to build Grace Textile’ s high-
end spinning and spunlace non-woven fabric projects, assisting to introduce more than
30 downstream enterprises, and investing over RMB15 billion to contributing to Yibin’ s
construction of textile industry cluster worth RMB100 billion; it implemented the requirements
of assisting the regions where the ethnic group of Yi live, and built an embroidery thread
project in Leibo County with an output value of RMB200 million.

In 2021, the Company continued to make efforts to promote the effective connection between
poverty alleviation and rural revitalization, and selected cadres as a new round of First
Secretaries in the designated villages receiving assistance; the purchase amount in place of
donation was RMB170 thousand to help the villagers increase their income; it also contributed
to the development of “Red Culture Tourism Economy” at Jianwu Village in Xingwen County,
and the village was named as “Demonstrative Village for the First Batch of Municipal Rural
Culture Revitalization in Yibin” .

Corporate “1+3” Poverty Alleviation Mode

“Blood Transfusion” to
“Haematopoiesis”

Project

+

“Warm Winter” and
“Warm Heart”

SA

Talents
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The company's poverty alleviation footprint @

“Black King Kong” new potato plantation base
covering an area of more thaan 50 acres was
established in Gaoshan Village and Eri Village,
Rulong Town, Ganzi Tibetan Autonomous
Prefecture.

In Xinlong County, the Zhongfu
Trading Company Project won
the “Sichuan Rural Revital-
ization Contribution Award” .

largest modern textile city in southwest China.

The Company implemented the requirements of assisting the

In Pingshan, the investment includes RMB3 billion invested
to establish the Grace Textile’ s intelligent differential
high—end spinning project with 550,000 spindles and
100,000 tons of spunlace non-woven fabric project, more
than 30 downstream enterprises introduced, and RMB15
billion of investment attracted, so as to make Pingshan the

regions where the ethnic group of Yi live, which were stipulated by
the provincial party committee and the municipal party committee,
and builtthe “Viscose Filament Yarn Embroidery Thread Project
with Annual Output of 6,000 Tons” , with newly—added 450 people
with employment. The newly added production value was RMB200
million after the whole project was completed.

o In Shuangfeng Village, Xingwen
County, RMB500 thousand was
invested to establish the collective
economic project of pig farming.
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Right thinking leads to the right path so as to go further. Based on the cellulose fiber industry,

and it carries out innovations and explorations, works hard to constantly improve the green

p VI Grace is in the historical journey of becoming a “world-class biomaterial industry group” .

Future Expectations

E S

and sustainable development ability, and fulfill the Company’ s green declaration with

outstanding results!

Create agreen
supply chain

The Company commits

itself to the whole—process

sustainability where raw
materials should be
traceable & sustainable,
the production process
should be green recycling,
and the product should be
safety & friendly, so as to
establish a green
ecological economy based
on fibers.

Build brand matrix based

on green development

The Company commits
itself to developing
functional fiber, modified
fiber, customized fiber and
recycled fiber, creating the
matrix of green brands
suchas “Gracell” and
“Gradiil” , expand the
brand application fields.

A

The Company eliminated
backward production
capacity and realized
automatic and intelligent
customized production
through upgrading
relocation and
transformation relocation,
thus reducing the
comprehensive energy
consumption by 10% and
the average water
consumption to 25 tons of
water per ton product.

Construct a circular
economy circle

The Company is committed
to the construction of
“Three Chains and One
Circle” to create green
products, green factories,
and green parks. The
company will achieve
waste gas collection rate
over 98%, the total sulfur
recovery rate over 95% .

Create sustainable
brand image

The Company is committed
to a sustainable image,
actlveg/ participates in the
30 - 60 Innovative Climate
Action and Carbon
Neutrality Acceleration
Initiative by Chinese
Fashion Brands, and
carries out ZDHC MMCF,
HIGG FEM 3.0 INDEX,
FSC, CANOPY, STeP
OEKO-TEX® and other
certifications to build a
sustainable enterprise.
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Reader Feedback

Distinguished readers:

Hello! Thank you for reading this report. In order to continuously improve the report preparation, we especially hope to receive
your opinions and suggestions. Please assist us to complete the related questions in the feedback form and choose the
following ways to send it back to us:

Mailing address: Yanpingba Industrial Park, Nanguang Town, Xuzhou District, Yibin, Sichuan Province (644002)

Your Information

Contact Number

Name
Work Unit Fax
Job Title E-mail
1.This report comprehensively and accurately reflects the signifi- 0
cant influence of Grace on economy, society and environment.
2. The report’ s response and disclosure of concerns of stake- 0 0 0 0 0
holders.
3. The clarity, correctness, and completeness of the information, 0 0 O 0 N
indicators and data disclosed in this report.
4. Readability of this report, i.e. the logical main line, content 0 O 0 0O O

design, language and layout design of the report.

1.What do you think is the most satisfying aspect of this report?

2.What other information do you think that you need to know is not reflected in this report?

3.What are your suggestions for us to prepare the progress report on the sustainable development in the future?
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ZZAMAE | Fax 0831-2400100
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