CHAPTER VII. CO-OPERATION
FOR MUTUAL GAINS
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CR Cement advocates the concept of "development for mutual gains". Through the establishment
of stable co-operative relationship such as effective communication mechanism and strategic co—
operation, we have formed positive joint development with business partners.
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CR Cement formulated a supplier management mechanism for the whole cycle from five aspects
including inspection, eligibility, selection, evaluation and maintenance of suppliers. With a view to ensure
equal, open and fair competition landscape, we had installed our independently developed information
systems such as SRM (Supplier Relationship Management) for standardization of the approval
procedure, which is important for us to protect basic rights and interests of suppliers.
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We continuously improve our supplier management system by establishing a blacklist database
of suppliers, and conducting real-time management on every step of procurement through the SRM
system. If cases of "bribing or providing other improper benefits to procurement staff, tenderers,
adjudicators or relevant staff in the production plants" are found, the suppliers "being reported or
punished by relevant government departments for bribery, accepting bribes, collusion for tendering,
sub-contracting or violent violation of law" will be banned from any further business co-operation.
At the same time, In order to eradicate dishonest behaviour of suppliers, we prevent suppliers in the
blacklist database from re-registering a new company to continue co-operation with us. In addition, we
also regulated the tendering process management, where the members of the tendering team and the
adjudicators had to sign the "Integrity Practice Guideline" and consolidate this process into the SRM
system.

All procurement staff of CR Cement are required to sign the "Sunshine Declaration", attend
anti-corruption training at least twice a year, and implement the "Things to Note when CR Cement
Procurement Staff are in Contact with Suppliers". All procurement contracts have incorporated the
standard template of "Integrity Terms of Suppliers”, which have to be signed and abided by all suppliers.
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Under the principles of integrity, compliance and respect for market regulations, CR Cement pays
keen attention to the development of suppliers. We regularly evaluate our suppliers' performance
based on four aspects including price, quality, delivery time and quantity as well as services, with four
grades (excellent, passed, to be rectified and to be eliminated). This enables differentiated supplier
management in accordance with their different grades, identifies their weakness and let them make
improvements. We would procure from the excellent suppliers on a priority basis provided that their
prices are consistent with our target costs. For suppliers which require rectifications, we would provide
timely feedback on their weaknesses, offer relevant assistance and examine their rectification results
upon the deadline, we would remove the failed suppliers from our eligible supplier list.
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CR Cement requires its suppliers or business partners to be responsible for compliance with
regulations, environmental protection, integrity management and quality assurance. Before establishing
any co-operation relationship with suppliers, a strict review of supplier's eligibility would be implemented,
which covers the qualification of operation, industry certification, personnel qualification certification
and quality system. On-site inspection on mine and warehouse management, major equipment
and facilities may be required subject to actual situation. Relevant terms will be incorporated in the
contracts. All suppliers involving operating activities at our plants would be required to sign the Safety
and Environmental Protection Agreement".

During the co-operation, our procurement staff have to pay attention to the latest development of
the suppliers any time, mainly to inspect whether the supplier complies with the relevant national laws
and regulations in terms of integrity operation. In addition, we visit our customers from time to time and
visit supplier's sites to inspect their operating conditions and site conditions, in order to ensure that both
customers and suppliers fulfill their social responsibilities.

Signing Ceremony of Sunshine Declaration
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As of the end of 2017,
the R&D Center had

41 staff, among which
there were 3 holders of
doctorial degrees and

15 holders of master's
degrees.
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External industry—academic—-research

co-operation
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CR Cement actively initiates extensive co-operation within the industry. In 2017,
we entered into numerous strategic co—operation agreements with business partners
on prefabricated construction and waste co-processing businesses. We promote
technological innovation in the industry and achieve co-operation with mutual gain
by making full use of advantages on industrial synergies and resources of business
partners.
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In 2017, CR Cement Research and Development Center has improved the
construction of the R&D platform and set up a laboratory. A total of 2,682 various
samples were tested throughout the year. As of the end of 2017, the Center had
41 staff, among which there were 3 holders of doctorial degrees and 15 holders of
master's degrees.
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Unveiling ceremony at the laboratory of CR Cement Research and Development Center
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Internal industry—-academic-research
co-operation
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Co-operation with Hunan University
Conducting research on the functioning
mechanism of limestone powder in concrete
and the effect of durability of C40 concrete
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Co-operation with Pingnan Cement
Diagnosing technology issues in production,
improving combustibility of raw materials,
performing thermal calibration, testing on
performance of cooling fans, etc.
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Co-operation with China Building Materials
Academy, South China University of
Technology and CCCC Fourth Harbour
Engineering Co., Ltd.

National Thirteenth Five-Year Project:
"Preparation Technology and Industrial
Application of High-Corrosion-Resistance
Portland Cement"

58%EXE. HEEFRE%ESE

ER+T=AE: (SRt xEmeiris
IR )

Co-operation with Tsinghua University and
Sobute New Materials

National Thirteenth Five-Year Project: "Key
Materials and Benchmark Technology for Highly
Crack-Proof Ready-mixed Concrete"
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Co-operation with Guangxi University
Development Project: "Experimental Study
on Low-Grade Limestone Calcined Portland
Cement Clinker"
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Co-operation with Changjiang Cement
Promoting R&D of "Experimental Research
and Industrialization Project of Low-Grade
Limestone Calcined Low-Calcium Cement"
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Hongshuihe Additives Model Project
Supporting the completion of feasibility studies,
project initiation and equipment selection of
model production line, construction, installation
and commissioning of production line for the
Hongshuihe Additives Demonstration Project
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Based on the actual circumstances of the corpoarte, we provided comments and

suggestions on the "Standards for Verification of Cement Production Capacity" (Draft for
Soliciting Opinions) prepared by the China Cement Association. On 23 December 2017,
we participated in the first National Conference for Innovation and Development of Co-
Processing by Use of Cement Kilns jointly held by China Building Materials Federation and
China Cement Association. We were awarded the "Model Project of Co-Processing by
Use of Cement Kilns in the Cement Industry of China" and "Advanced Model for Promotion
and Application of Technology of Co-Processing by Use of Cement Kilns in China". On 28
December, we participated in the finals of National Building Materials Industry (Rotary Kiln)
Vocational Skills Competition hosted by China Cement Association, and our staffs won
various awards including "Kiln Master (Silver Medal)" and "Kiln Master (Bronze Medal)".
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