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C. P. POKPHAND CO. LTD.

b #® H

Approach
E | 7 X

SCOPE OF THE REPORT

This is the first Environmental, Social and Governance Report
(the “Report”) published by C.P. Pokphand Co. Ltd. (the
“Company”) and its subsidiaries (together, the “Group”), with the
aim of communicating the Group’s achievements in sustainable
development.

The Report has been prepared in accordance with the Environmental,
Social and Governance Reporting Guide (the “ESG Guide”) as set
out in Appendix 27 to the Rules Governing the Listing of Securities
on the Main Board of Stock Exchange of Hong Kong Limited. Unless
otherwise specified, the report covers our environmental, social and
governance (“ESG”) performance from 1 January to 31 December
2016.

The scope of the Report covers the most material ESG issues of
the Group’s entities that are under its direct operational control,
including majority of our feed mills and food factories in China and
Vietnam.

This Report focuses on the Group’s environmental and social
performance. For information regarding our corporate governance,
please refer to the Company’s annual report.

STAKEHOLDER ENGAGEMENT PROCESS

To understand ESG issues related to our businesses, the Group
engaged a diverse group of stakeholders through various formal and
informal communication platforms. The table below outlines our
engagement channels with different stakeholder groups:
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Stakeholder Groups

Em AER SHRE

Engagement Channels

Employees

i B TAERB G

LY

— Performance appraisals

— Surveys and interviews conducted by a third party
P 58 = 0 AT Z A R T

— Volunteering activities

— Trainings, seminars and workshops

Hrl ~ i B TAE Y

Customers

%R

— Customer satisfaction surveys
&P A
— Surveys and interviews conducted by a third party
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STAKEHOLDER ENGAGEMENT PROCESS
(continued)
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E®RE R

EmASRBRE (&)

Stakeholder Groups

Engagement Channels

R AR SHRE
Suppliers — Site visits
B e v Hi %o

B v RE A

— Surveys and interviews conducted by a third party
H 3 = 0 AT Z R A B

— Supplier assessments

Shareholders and investors

JRe R BB EH T SIEN

B Gk

— Annual General Meeting
— Meetings with investors

— Annual and interim reports

AR B T

Communities and non-governmental

organisations (NGOs) LB

b It B BT AL A%

LT

— Charity donations

— Participation in NGOs programmes
2 B I UG AL A% S 1 05 )

— Volunteering activities

MATERIAL ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES TO THE GROUP

In our first year of ESG reporting, a diverse group of stakeholders in
both China and Vietnam were invited to review and propose ESG
issues that should be included in our ESG report. They provided
extensive and meaningful feedback that guides us in formulating our
ESG strategy. The group of stakeholders includes employees, customers,
suppliers, shareholders and investors, and communities and NGOs.

The Group conducted the materiality analysis based on the subject
areas and aspects in the ESG Guide including emissions, use of
resources, the environment and natural resources, employment, health
and safety, development and training, labour standards, supply chain
management, product responsibility, anti-corruption and community
investment. Based on the stakeholder engagement process and in
accordance with the ESG Guide, the Group identified several ESG
elements that are material to its businesses as listed in the table below.
Although stakeholders did not rate anti-corruption important enough
for reporting, the Group has briefly described its anti-corruption
policies in the Report.
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MATERIAL ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES TO THE GROUP

(continued)

A H

E/
-4
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FEENEARRE #HEREREEH

ESG Subject Areas ESG Aspects Material Issues to the Group
RIE -HERERER RIE -HEREREE HEAEBEEATE
Environment Emissions v
BRI B
Use of Resources v
B IR
The Environment and Natural Resources v
BUE R RARE IR
Social Employment v
N i 95
Health and Safety v
e B & 4
Development and Training v
B B sl
Labour Standards v
% THEH
Supply Chain Management v
B R G B
Product Responsibility v
e
Anti-corruption
RET
Community Investment v
ZaNITE S <y
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The Group is committed to minimising businesses’ impact on
the environment while maintaining operational performance. To
strengthen environmental performance and ensure compliance
with relevant environmental laws and regulations, the Group has
established a Safety, Health and Environment (“SHE”) Committee
in both China and Vietnam. The SHE Committees are responsible
for formulating environmental strategies and setting targets, and
for steering our operations towards continuous improvement in
environmental performance.

Part of our operations in China and in Vietnam have obtained
International Organization of Standardization (“ISO”) 14001
Environmental Management System. According to ISO 14001’s
requirement, the Group’s operating facilities which have obtained
ISO 14001 certification are evaluated regularly by a third party to
ensure adherence to proper environmental protection guidelines and
procedures for improving environmental performance.

A1. EMISSIONS

Air Emissions

The Group manages air emissions responsibly and complies
with the appropriate emission laws and regulations. Emissions
of air pollutants, including nitrogen oxides, sulphur oxides,
carbon monoxide and volatile organic compounds, arise
mainly from our feed mills which consume coal power. The
Group monitors air emissions to ensure that the latest national
emission standards are met. From the design stage of our feed
mills, the Group takes into account the environmental impact.
For example, the Group installs machineries with additional
components to reduce dust generated during the production
process. These include, for example, screen dust protection in
the dryers, multi-cyclone and water spray equipment in the
boilers and air bag filters at our hammer mills.

The SHE Committees collect emission data from feed mills
quarterly to ensure effective air quality control and identify
areas for improvement. Air pollutant emissions are required to
comply with “Emission Standard of Air Pollutants for Boiler”
promulgated by the Ministry of Environmental Protection
in China and “National Technical Regulation on Industrial
Emission of Inorganic Substances and Dusts” stipulated by the
Ministry of National Resources and Environment in Vietnam.
Our air pollutant emissions have passed the air pollutants
sampling tests conducted by the respective regulators in China
and Vietnam.
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A. Environmental

A1,

A2.

B 5

EMISSIONS (continued)

Air Emissions (continued)

During the year, the Group complied with the relevant
environmental laws and regulations that have a significant
impact on the Group in both China and Vietnam.

Greenhouse Gas Emissions

Greenhouse gas emissions reflect impact of our businesses on
climate change. Our major source of greenhouse gas emissions
is from electricity use. For details on managing electricity
usage, please refer to the Energy and Electricity Usage section.

Waste

Our waste management strategy focuses on the reduction and
reuse of wastes. Wastes generate from our operations include
paper, plastic and metal, as well as dead animals and manure
from farm business in Vietnam.

To minimize waste generation, the Group engages qualified
recyclers to collect and transform non-hazardous waste into
useful materials. The Group strives to ensure a closed-loop
system when dealing with livestock waste, some of which is
transformed into fertiliser through composting.

Certain production processes involve the use of chemicals
that produce a modest amount of hazardous waste products.
These waste products include paints, solvents, absorbents,
and materials containing heavy metals, such as thermometers
for temperature control in storage and interior fluorescent
lighting. As a responsible corporate citizen, the Group engages
licensed service providers to dispose of hazardous waste to
ensure compliance with the appropriate laws and regulations.

During the year, the Group complied with the relevant
national laws and regulations that have a significant impact on
the Group in both China and Vietnam.

USE OF RESOURCES

Energy and Electricity Usage

The Group has implemented several energy-saving
mechanisms to reduce energy and electricity consumption in
China and Vietnam.

Our energy management system consists of guidelines for
setting energy efficiency goals, procedures to enhance energy
efficiency and measures to reduce energy consumption. We
promote conservation among employees and encourage
adoption of latest energy-efficient technologies.
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USE OF RESOURCES (continued)
Energy and Electricity Usage (continued)

Examples of our energy-saving and electricity-saving measures
in China and Vietnam include:

- Automatic computer controls in feed mills and food
production facilities which detect and switch off unused
machines, minimising idle operation time and reducing
electricity usage.

- Remuneration of production staff ties with production
performance, which encourages them to enhance
productivity and reduce electricity usage. Electricity
consumption coordinators from various production
departments report to the SHE Committees on
departmental energy-saving progress, and relays the

Group’s electricity-saving strategy to production staff.

- Lighting is a major source of electricity consumption.
The Group uses energy-saving lighting such as T5
fluorescent tubes, and has adopted multi-zone lighting
control to switch off non-essential lighting in certain
areas of the facilities during lunch time and non-peak

hours.

- Our swine farm converts methane gas into energy to

power part of its daily operations.

- The Group continues to replace coal with cleaner and

more efficient resources including natural gas.
Water & Wastewater

Water consumption and wastewater generation are carefully
managed in our businesses. A wide range of initiatives related
to water and wastewater management have been implemented.
For example, rainwater collected in Vietnam’s swine farms is
stored and treated in designated water tanks, used as drinking
water for pigs, reducing the use of freshwater. Swine farms treat
wastewater and ensure wastewater discharged into the local

sewage system adheres to national standards.

Employees are encouraged to conserve water in daily
operations and in dormitories. Tips and reminders are placed
in visible areas inside the facilities to raise awareness of water

conservation among employees.
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A. Environmental
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A. Environmental

RIR
A3. THE ENVIRONMENT AND NATURAL A3. RIERXARER

RESOURCES

We have invested in projects to minimize our business A RS R R > FRMEE R
operations’ impacts on the environment. These include staff AFIEH > BB T - iR R KM
training, energy efficient lighting, and maintenance on air 2 S8 T Y5 7K i T W 0 A o 2 % ~ fREE %
and wastewater treatment equipment. Our SHE Committees SR e L e I b L
establish and review environmental performance targets Eﬁ%iﬁ: ﬁﬁﬁﬁﬁﬂff*[ﬂ%%ﬁﬁ%é@ﬂ%fﬂ

periodically. Please refer to the above sections on our policies

T > 3 2 B A i SO T

and measures implemented on different environmental issues.
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EMPLOYMENT

We provide various resources to our employees and facilitate
their personal development. Comprehensive employment
policies have been developed to cover aspects including
company values, compensation and benefits, business ethics
and conduct, and equal employment opportunities. As of
31 December 2016, the Group employed around 32,000
employees.

Breakdown of employees by employment type

RERERLEIHERER

27%
Contract and

temporary staff
A NRREE

9%
Senior staff

=AREE

64%
Junior staff

EER

Breakdown of employees by gender

BRI B EEER

30%
Female

23

70%
Male
B

7

B. Social
HE

B1. {Ef&

M 32 4 22 5 T 0 U S R B T RN 8
J& > 21 A 0R B BOR W 25 A BB -
AR A - TSR A O S T o
B E2164E12H31H » A4 M B 32,0004
fBE

Breakdown of employees by age group

BERBDNERER

44%
<30 year old
<308%

51%
30-50 year old
30-50%%

5%

>50 year old
>505%
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B. Social
e

B1.

B2.

EMPLOYMENT (continued)

The Group offers competitive benefits and compensation
packages to attract and retain talents. Benefits include annual
leave and medical coverage along with others that extend
beyond Chinese and Vietnamese national requirements, such
as marriage, maternity and compassionate leave.

Our operations are free of race, age and gender discrimination.
Our employment policies comply with local laws and
regulations.

Our culture encourages open and honest two-way communication.
The Group uses various channels to collect employees’
opinions and suggestions. For example, an employee group was
established to facilitate meetings between senior management
and employees. At these meetings, employees can voice their
opinions and concerns on issues such as employee benefits and
working conditions. Their opinions are taken seriously and are
discussed at senior management meetings.

The Group understands that employees are most productive
and motivated when they have a healthy work-life balance.
A series of leisure activities and competitions are organized to
encourage a balanced lifestyle.

HEALTH AND SAFETY

We take pride in providing a safe work place for our
employees. Guided by the SHE Committees, the Group
establishes and reviews safety targets annually so as to
continually improve safety performance.

Some of our food operations in China and Vietnam
are certified under the Occupational Health and Safety
Assessment Series (“OHSAS”) 18001 Occupational Health
and Safety Management System. As part of this certification,
the Group conducts annual safety risk analysis to identify
any occupational hazards and corresponding preventive
measures. The Group also conducts daily inspections of heavy
machineries to ensure they are functioning properly.
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HEALTH AND SAFETY (continued)

The Group provides trainings to all production staff who
operate heavy machineries, ensuring that they understand how
to carry out their tasks safely. Production staff must attain the
required government occupational qualification certificate
before discharging their duties. The Group also provides them
with personal protective equipment such as safety helmets,
face masks and gloves. Our safety policies mandate our
production staff to wear personal protective equipment when
operating heavy machineries.

We strive to ensure that our operations comply with relevant
health and safety regulations. For third-party logistic providers
and equipment maintenance contractors who perform their
work at our production sites, the Group provides briefing
sessions on our safety requirements and measures.

During the year, one fatal incident was recorded: An employee
died in a car accident while travelling for work. The Group
provided every assistance to the family of the employee.

DEVELOPMENT AND TRAINING

Talent development is the basis for our business success. The
Group encourages career development among our employees,
provides equal opportunity for promotion based on merits and
offers career progression paths.

The Group has established a variety of trainings, including
team building, on-the-job training, safety training, orientation
training and sales skill training. We strive to deliver products
and services to the highest quality.

The Group has also developed an online learning platform in
China. The platform provides courses for employees based on
their job requirements or interests, enabling them to customise
training programmes to suit their individual needs.

During the year, around 74% of our employees received
training and the Group delivered over 490,000 hours of
training.
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B. Social
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B. Social
e

B4.

B5.

LABOUR STANDARDS

The Group complies with relevant national labour laws and
regulations, and has zero tolerance for child and forced labour.
The employment policies for the Group’s operations in China
and Vietnam outline the principles and procedures to prevent
child or forced labour in the organisation. These procedures
include inspecting birth and medical certificates upon request.

SUPPLY CHAIN MANAGEMENT

As a leading agri-food business conglomerate in China and
Vietnam, we must effectively manage our supply chain.
Our agri-food businesses span the full spectrum of the
manufacturing and sale of animal feed products, breeding,
farming and sale of animals, to the manufacture and sale of
value-added, processed food products.

The Group keeps abreast of international requirements
and standards to continuously improve our supply chain
management. We have developed a robust supplier selection
mechanism to safeguard our commitment to quality. Potential
suppliers are assessed based on certain criteria, which include
service quality, credentials and company size. We consolidate
the results of these assessments into a rating to reflect each
supplier’s overall performance.

Furthermore, the Group aims to integrate sustainability into
our procurement practices by prioritising local suppliers and
developing long-term relationships with them. Working
with local suppliers reduces our carbon footprint from the
transportation of goods and contributes to local economic
development. During the year, the Group had around 5,500
suppliers based in China, around 1,800 based in Vietnam and
around 160 in other countries and regions.
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PRODUCT RESPONSIBILITY

Considerable efforts were made to ensure our products are of
the highest quality and safety standards. Our holistic approach
starts from sourcing raw materials from our supply chain,
production and finally to value-added services. As described
in our Supply Chain Management section, the Group requires
suppliers to share its values and commitments, especially on
product quality and safety.

Our feed mills have end-to-end quality assurance. As raw
materials arrive at our feed mills, sampling tests are done
based on both physical and chemical attributes. After the
raw materials enter our warehouse, inspections are conducted
regularly where frequency of inspection depends on the form
of storage for different type of raw materials. Multiple checks
are conducted throughout the core production process, such as
particle size during grinding and homogeneity during mixing.
Sample will be collected from every batch of production.
If there is any issue with any batch of our products, we can
retrieve our sample kept at our feed mill and trace to the cause
of problem. We also conduct routine inspection of finished
goods. During the inspection, various analysis are conducted,
including protein, moisture and nutrient content of the
finished goods.

In our farms, animal health and hygiene are taken into
consideration from design stage of our farm facilities to daily
operation. Farms and hatcheries are strategically situated
in rural areas with accessible transportation, and they are
properly maintained to prevent contamination. The Group
has introduced biosecurity protocols in our farms to reduce
contamination risks. These protocols cover facility access
control, pest control and waste management.

Our consumer complaint management policy outlines
procedures for handling customers’ complaints. Upon the
receipt of a complaint, customer service team will conduct
a thorough investigation. Once the cause of the problem
is identified, we will propose a resolution to the customer,
and communicate with relevant departments for future
improvement. During the year, there were no substantial
complaints regarding our products’ quality or safety.
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PRODUCT RESPONSIBILITY (continued)

The Group has set up a recall procedure for products sold for
safety and health reasons. During product recalls, the country
heads and the related government departments would be
informed. While investigating the causes of the recall, our
recall committee will ensure that the recall process is carried
out in an effective and transparent manner. During the year,
there was no safety and health related product recalls.

In addition to handling complaints and recalls, the Group also
has a technical sales and service team that provides technical
support and training services to our feed customers and
responds to their inquiries.

ANTI-CORRUPTION

We conduct our business in accordance with the highest
ethical standards, and are committed to preventing corrupt
practices. Employees’ handbook includes policies designed
to prevent dishonest behaviour, and the Group also provides
channels for stakeholders to report any suspicious activities.

COMMUNITY INVESTMENT

The Group takes an active role in giving back to the
community and strongly ingrain this value among employees.
During the year, the Group held numerous charitable and
community activities across Vietnam and China.

Community Activities in Vietham

Blood donation and hospital visits

The Group has organised voluntary blood donation event for
many years. In 2016, over 1,800 employees participated in
blood donations held during CP Family Day and Red Journey,
which is an annual national campaign to help alleviate
Vietnam’s blood shortage. Our team in Vietnam also partnered
with local hospitals to organise visits and provide food to
poorer patients in different cities and provinces such as the
Hue city, Hanoi capital city, Dong Nai province and Ben Tre
province.
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COMMUNITY INVESTMENT (continued)

Food donation and volunteering activities

We donated our food products to the community and organised
other volunteering activities in 2016 that include visits to
the underprivileged, tree-planting and school education
programmes.

Community Activities in China

Visits to the underprivileged

In China, various community activities are held, including
visits to the disabled, elderly and poor. The Group’s employees
contributed over 9,000 hours in visiting the underprivileged in
2016.

Chai Tai Enterprises Charitable Foundation

Charoen Pokphand Group has set up the “Chai Tai Enterprises
Charitable Foundation” (the “Foundation”) in 2015 to fund
its charitable activities as part of its long-term commitment
to the welfare of the people in China. The Foundation aspires
to support the underprivileged, including poor families, poor
students, senior citizens, and the disabled.

As part of the Charoen Pokphand Group, the Group’s
employees contribute to the Foundation through its major
fundraising event, “A Piece of Paper, A Book, A Coin”. Our
employees gather waste paper, old newspapers and magazines
which will later be sold to raise money for the Foundation.
The books are donated to schools to promote a reading culture
among students. The Foundation has financed a variety
of programmes and projects, especially for education and
community development.
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