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Chairman’s Address

Chairman’s Address

Standing on the moral
high ground to do business

During the“Twelfth Five-year Plan” period,
China National Building Materials Group
Corporation (CNBM), centering on the
strategic goals of “Stronger and better; World
leadership’, actively transferred mode and
adjusted structure, deepened market-oriented
reform, vigorously promoted structural
adjustment, merger and reorganization, and
energy conservation and emission reduction
of cement and glass, as well as developed
new building materials, new housing and
new energy materials, making remarkable
achievements. During the “Twelfth Five-year
Plan”period, CNBM realized a total profit of
554 billion yuan, with taxes of 61.2 billion yuan
and total social contributions of 220.8 billion
yuan. Started as a grassroot enterprise with
small capital and weak economic foundation,
CNBM has developed and grown into one of
the world's top 500 enterprises with 180,000
employees and assets of more than 400 billion
yuan.

The"Twelfth Five-year Plan” period is a golden
stage for CNBM's growth and development,
as well as a key period for us to make steady
headway in social responsibility management
and systematically carry out responsibility
practices. Starting from releasing the

first social responsibility report, we built

social responsibility organization system,
established and perfected social responsibility
management rules, deepened the concept of
responsibility and established responsibility
model; we conducted stakeholder
management and regular release of social
responsibility report; we built the framework
of five major responsibilities, continued

responsibility-fulfilling practices and persisted
in improving responsibility-performing

ability and level; we carried out responsibility
research, joint in responsibility initiating
organization and action plans to promote the
dissemination and sharing of responsibility.
We achieved growth from scratch and became
the practitioner, impeller and leader of social
responsibility.

General Secretary Xi Jinping said:“Only

wealth with care is of true meaning; only

the enterprises actively undertaking social
responsibilities are the most competitive with
the most vitality. Over the years, CNBM has
been exploring in practice the most effective
ways of sustainable development, as well as its
laws and logic. Business activities regard profits
as the core, but the companies are not pure
economic organizations whose fundamental
purpose is to serve the community. As

the saying goes, a small victory is won by
wisdom, a big by virtue. The development of
enterprises should be combined with well-
being of human, fate of the country, interests
of the industry and happiness of employees.
We should stand on the moral high ground to
do business.

Being people-oriented and pursuing the
realization of human values and happiness.
CNBM has always regarded “people”as the
company’s most valuable asset, and adhered
to the principle of “enterprises being people,
by the people, for the people and loving

the people”Running enterprises relies on
efforts and dedications of cadres and staffs;
the development of enterprises is, in the final
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analysis, for the people, including business
people, investors and social persons. We have
always been people-centered, focusing on
the life security and occupational health of
employees, respecting employee’s rights and
interests and caring staff’s well-being and
growth. We will build the corporate into a stage
for employees to show their talents, as well as
a home giving them sense of security, warmth
and happiness. We devote creativity and labor
contributions of staff to social developments
and regard human happiness and value as a
significant goal and the fundamental pursuit
of the Group.

Putting the interests of the whole industry
above everything and taking the course of
mutual benefits and win-win situation. We
always adhere to the idea of “industry interests
outweigh those of enterprises which lie in the
former”and strive to prop up the umbrella
aiming at coexistence and multi-win situation
for the industry. We take the lead in eliminating
the backward, merger and reorganization and
industry consolidation, leading the industry
from competition to cooperation-competition
and from the jungle to the blue ocean. We
unite industry strengths with inclusive heart,
making cement-industry concentration
degree increase from 15% in 2005 to the
present 58%. We have continuously expanded
scientific and technological resources of the
industry, builtindustry’s innovation flagship
and contributed efforts to industry sustainable
development. A number of major scientific
and technological achievements have been
successfully applied to major engineering and
construction projects such as Beijing Olympics,

high-speed railways, the Three Gorges,and
Beidou Satellite. We promote adjustment
and upgrading of industrial structure while
realizing leapfrog self-development.

Human well-being first and following

the logic of green and sustainable
development. Building materials industry
has all the time been highly dependent on
resources and energy. We pay more attention
to the sustainability of resources and energy,
climate and ecological and environmental
problems. We have implemented efficient
manufacturing, clean production and
comprehensive utilization of industrial

and urban waste resources in many ways,
achieving nearly 100 million tons of absorptive
capacity of solid waste and taking lead in
green manufacturing of building materials. In
2015, we launched “Blue Sky Responsibility”
action plan, and made guarding the blue

sky the first corporate responsibility, and
proposed implementation plan for building
materials industry group to tackle climate
change. We are committed to providing for
the community green and environment-
friendly building materials, promoting new
building materials and Energy Plus 5.0 green
town. We manufacture fan blades and strive
to develop thin-film solar cell industry. Solar
energy conversion efficiency of thin-film solar
cellmodule has exceeded 17.9%, making
contributions to the development of new
energy.

Taking common development as
the guiding principle and practicing
responsible operation model of “the Belt
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and Road Initiative”. CNBM is an advocate
and practitioner of common development
concept. In the meantime of giving play to

our own industrial advantages, we promote
common development within our area and
related industries. During the “Twelfth Five-
year Plan”period, a total of 42.18 billion yuan
was turned over to local taxes, a total of more
than 90,000 new employment opportunities
were created and our charitable donations
reached 88.31 million yuan. In the practice of
“the Belt and Road Initiative’, we uphold three
concepts: first, to contribute to local economic
development; second, to work closely with
local businesses; third, to live on friendly terms
with local people. With common development
concept as the core, we actively promote
policies of localization of raw materials, staff,
environmental protection and public welfare,
adhere to responsible development and
utilization of resources in the area when giving
play to our own industrial advantages, provide
goods and services, jobs, tax contributions,
public support for the region and protect

the local environment and market order, and
strive to become a practitioner, advocate and
promoter of harmonious development.

Chinese economy has entered a new normal,
with lack of market demand and severe
overcapacity, and is facing enormous pressure
and challenges. Looking into the“Thirteenth
Five-year Plan”period, CNBM people, with full
confidence, have worked out a blueprint for
transformation in the new stage. In the next
five years, we will focus on five development
philosophies, stick to “three major
development strategies” of innovation-driving,

green development and internationalization;
as for transformation and upgrading, we will
work well to achieve the transformation and
upgrading of traditional industries; we will
vigorously develop the“three new”industries,
strengthen “three curves” of manufacturing
servitization and R & D industrialization,
promote “four changes”in business model,
value orientation, business areas and market
area to achieve humanization, wisdom, green-
orientation, performance-base and “five
visions” of global enterprise groups.

As Confucius said, “the benevolent love others’,
“the benevolent take delight in benevolence;
the wise practice benevolence for its sake”
The true benevolent should bear in heart
sincerity for love and the true wise must show
with practice their favor of benevolence.
Responsible businesses should have the
quality, culture and mind of the benevolent,
as well as the attitude of gratitude and the
idea of love. We should make efforts to

give back to and benefit the society with
inclusive philosophy and spirit of altruism. We
should adhere to“self-discipline and social
commitment”. We believe that if we stand on
the moral high ground to do business and
make joint efforts with stakeholders, we will
surely have a better and more harmonious
future!

Chairman of CNBM Song Zhiping

“g.



Company Profile

As the leader of China’s building materials
industry, CNBM is the largest comprehensive
building materials industry group in China.

It has been ranked first among the top 500
enterprises in the building materials industry
for many years, 50th among the Top 500
Enterprises in China, and 270th among the
Fortune Global 500. Up to the end of 2015,
the total assets of the Group amounted to
RMB 432.65 billion and the total number of
employees reached 176,610.1n 2015, CNBM
achieved revenue of RMB 199.25 billion with
total profit of RMB 3.84 billion, whilst taxes
paid amounted to RMB 11.91 billion.

Headquartered in Beijing, CNBM has over
1,100 member companies, and dominates
6 listed companies, including 2 overseas
listed companies. Member companies of
CNBM are located in 30 Chinese provinces,
municipalities and autonomous regions,
whose businesses cover over 120 countries
and regions in the world.

As an enterprise engaged in the highly
competitive field, CNBM takes “efficient use
of resource, serving the construction”as our
core values, always follows market rules,
strongly promotes structural adjustment,
consolidation and restructuring, and energy
conservation and emission reduction

of such industries as cement and glass.
CNBM vigorously develops new building
materials, new energy-saving buildings,
and advanced energy materials. CNBM has
unswervingly followed the development
path of capital operation, consolidation and
restructuring, management integration,
and integrated innovation. We have
gradually established business segments

of industrial manufacturing, research and
design, engineering services, equipment
manufacturing, logistics and trading,

and new housing. We are committed to
becoming a world-class comprehensive
building materials industry group with
sustainable innovation capabilities and
outstanding international competitiveness.

Largest ready-mixed concrete
producer in the world

43262™

Total assets of RMB 432.65
billion in 2015

176,610

176,610 employees
in 2015

189.25™

Revenue of RMB 199.25 billion
in 2015

3.84™

Total profit of RMB 3.84 billion
in 2015

Taxes paid of RMB 11.91
billionin 2015
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We pay close attention to the expectations of
stakeholders such as investors, government, 343
employees, clients, partners, related groups, 343 quantitative indicators
communities, media and the environment. of social responsibility
We insist on the core philosophy of “efficient management
use of resource, serving the construction”
and regard “innovation, performance, i

harmony and responsibility” as our
core values. We insist on establishing a
harmonious relationship with competitors,

) i

11th in Top 300

the nature, employees, and the society. We Enterprises of CSR
stress both technology and management pe Development Index of
= =8l
Chinain 2015

innovation in our development, pursuing a
coordinated and win-win situation with the
market, the environment and the society,
and constantly improving our capacity of
holding responsibility.

5 star

CrT— Five-star in the 2015
Evaluation of Corporate
Performance of Social
Responsibilities in the
Industry of China










Market Performance

.

Market
Performance

We reward our shareholders and investors
with excellent operating results, serve our
clients with quality products and services,
growing together with our suppliers and
industrial partners, and providing a platform
for all the stakeholders to create values.
Meanwhile, upholding the philosophy of
“industry interest overweighs corporate
interest’, we are dedicated to promoting
industry restructuring, transformation and
upgrading, and seek to achieve mutual
development and create win-win situation
with the industry and peers of the same
industrial chain.
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189.25™

Revenue of RMB 199.25
billion in 2015

3.84™

Total profit of RMB 3.84
billion in 2015
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Taxes paid of RMB 11.91
billion in 2015



Market Performance

Dealing

with New
Normal by
Surmounting
Difficulties

Cost Reduction
and Efficiency
Increase

Refined
Management

Governance Function
Standardization Stratification

Grid
Management
Culture Professional
) and Control
Integration Platforms

Delicacy
Management

2015, just last year, was the most difficult
year for cement industry during the past

25 years. In 2015, CNBM faced the most
serious and complex situation and the most
difficult tasks since the outbreak of financial
crisis in 2008. The painful process caused

by restructuring and difficulties in building
up new driving forces were intertwined;
low effective demands and a shortage of
effective supply coexisted. We suffered
intensified industrial overcapacity, weak
market demands, sharp decline in prices,
and severe cutthroat competition. And the

® |n accordance with the operation principles of
“early, refined, lean, practical’, “four-emphasize,
four-control, four-improve, four-reduce’,
“price stabilization, cost reduction, receivables
collection, inventory curtailment, adjustment’,
and “quality improvement, efficiency increase,
transformation, upgrade’, we paid attention to
increase stabilizing, internal enhancement and

transformation promoting. We fully implemented

® Quality improvement and efficiency
increase, transformation and upgrade

cement industry suffered a negative growth
for the first time during the past 25 years,
decreasing by 5.3% on a year-on-year basis,
with a sharp decline in industrial economic
benefits.

During the past year, we endeavored to
overcome the difficulties of the decline in
sales volume, price, and economic benefit,
strengthen marketing, adhere to the concept
of price-cost-profit and self-discipline
conventions, and lead the industry to a
development path with orderly competition,

cost and expense reduction plan and strictly
control the scale of “finished goods inventory
and receivables’; with CNBM's competitiveness in
cost and organization constantly strengthened;
we actively carries out capital operation and
strictly control debts, with capital expenditure
and debt to assets ratio declining on a year-on-
year basis.

® Four-emphasize, four-control,
four-improve, four-reduce

CNBM’s Four Principles for Operation and Management

o Early, refined, lean, practical

Market
Competition-
. Cooperation
Five-C Core Profit
Management Zone
Model
Eight
KPI Management “Price-Cost-
Profit”
Measures
Benchmarking
Zero o
Optimization
Stock Tutor

System
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® Price stabilization, cost reduction, receivables
collection, inventory curtailment, adjustment

effective experience that is obtained during
reorganization and integration, combining
marketing with cost control and helping CNBM
steadily keep good benefits with new normal.
“Increasing efficiency and reducing expenditures
and consumption working method” requires us
to promote activities that can help us increase
revenue, economize, and reduce consumption
by virtue of project management, where,

Safety and
Stability
Good Advance and
Performance Simplicity
Six-star
Enterprise
First-rate
Well-known Environmental
Brand Protection
Delicacy
Management

price stability, energy, and sound operation.
Concerned companies actively carried out
three-dimensional competition-cooperation
by region, category, and structure; we made
efforts in the field of supply by conducting
peak-shifting production and closing down
some kilns for production restriction so as
to address the imbalance between supply
and demand, stabilize prices, expand sales
volumes, and maintain market shares. We
actively promoted the concept of sound
industrial development for the plateau of
new normal, and endeavored to create a

Transformation
and Upgrade

® High-grade, Specialized, Ready-mixed, and

Commercialized
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positive atmosphere with industrial self-
discipline.

The whole management and all the

staff of CNBM worked hard together. In

face of heavy operating pressure, the
Group's cement business didn't offer good
performance, but compared with the overall
situation of the sector, other basic raw
materials industries, and most of comparable
companies, CNBM's cement business offered
a better performance. Gratifyingly, three
new business sectors, such as rotor blade,

® We develop cement business in four aspects,
with capacity of specialized cement reaching
20 million tons and that of aggregates hitting
30 million tons; we actively implement
the strategies of “Internet plus”and “mass
entrepreneurship and innovation”; CUCC Tai'an
has established an intelligent cement mill with
the production model of “cement + mouse”and
“Internet + mine”achieved, which was given the
title of “Demonstration Enterprise for Experiment
of Intelligent Manufacturing” by Ministry of
Industry and Information Technology of the
People's Republic of China. The development of
three-new business enjoys sound momentum.
The technologies of light-weight and high-

glass fibre, and engineering services, offered
excellent performance. In 2015, the cost

of cements sector declined by 11%.The
performance of major products of three
new sectors met expectations and took over
the lead: the sales volume of rotor blades
increased sharply; the sales volume of glass
fibre increased by 4% on a year-on-year
basis, offering excellent performance in price
and cost, with retained profits increasing

by 107%; revenue and gross profit rate of
engineering services increased on a year-on-
year basis.

strength building materials are fully popularized
and market share in China hits 60%. In the field
of rotor blades, we readjust the product mix,
with the share of high-power blades in the sales
increasing continually. In the field of glass fibre,
we adhere to the strategy of internationalization
and high-end products, with the share of high-
end products hitting 56% and its global market
share exceeding 20%. In the field of engineering
services, we speed up the transformation of
traditional business and actively develop the
market of emerging sectors, such as, energy
conservation and environmental protection, new
housing, and artificial intelligence.

® New Building Materials, New Houses, New

Energy Materials

The Belt and
Road

® Electronic, Photovoltaic, Intelligent, Energy-efficient

® We actively participate in "the Belt and Road
Initiative" and steadily advance internationalized
operation. Priority has been attached to a
number of projects along the counties of the
Belt and Road, such as China Jushi’s galls fibre
project in Eygpt, CTIEC's cement project in
Kazakhstan and glass project in Bengal, and
Xi'an Research & Design Institute of Wall & Roof

21

Materials'industrial park project in Congo. With
global market development accelerated, CNBM
has invested to expedite the development of
BNBM HOME, an overseas chain operation mode.
At present, CNBM has established 13 overseas
outlets for the chain.



Market Performance

Responsibility Operation
for New Development

We insist on the working rule of lawful, compliant
and honest operation. The Group has been
awarded as AAA in credit rating for many years.

We insist on fair competition without infringing
competitor’s or partner’s rights by improper
means or misconducts (fraud, bribery, malicious
price cutting, etc.), and advocate building good
partnerships based on free will and equality.

sﬁ “““ person-times
y

86,000 person-times of employees
participated in legal publicity and
education in 2015

100"

In 2015, the rate of legal review of rules,
regulations, management decisions and

management contracts was 100%

3.8

In 2015, the performance
rate of business contract was
99.8%

CNBM establishes a standard corporation
management system. As the strategic, resource
and cultural center, the headquarters of the
Group exercises the rights and functions of
capital contributor. Business platforms focus
on their expertise and principal businesses to
build up profit centers. As operating entities,
the enterprises at the primary level implement
strict cost control while assuring quality. We
align the pace of different enterprises with
orderly management in the course of rapid
development.

Public companies build up efficient and
streamlined shareholders communication model.
Shareholders exercise their rights by holding
shareholders meetings. They implement daily
operation, supervision and management of the
company through the board of directors and the
board of supervisors. Decision-making by major
shareholders or controlling shareholders and
their control over board of directors and board
of supervisors are regulated to give full play to
the role of independent directors in protecting

In international operations, we firmly maintain
national interests and our dignity, and actively
respond to malicious anti-dumping events. With
great attention paid to promote the concept

of fair competition, staffs are organized to
participate in fair competition training.

We continue to improve our legal affairs
mechanism. Major decisions and management
contracts must be subject to a strict legal
review procedure. Rules and regulations can be
issued and put into practice only if approved
by the legal affair department; we adhere to
the integration of law popularizing activities
with legal affair management and by means of
law-popularizing activities in different form, we
deeply publicize the concept of “legal system”
and prevent risks in a systemic way.

With much attention paid to anti-corruption,
we integrate anti-corruption into reform,
development and stabilization of the enterprise;
we emphasize integrity in work and make efforts
to create the culture of integrity; to give full

play to its effects, efforts are made in efficiency
supervision and inspection; we establish and
perfect bodies for discipline inspection and
supervision and further develop organizations
and teams for discipline inspection and
supervision, with work efficiency and quality of
the Group continuously improved.

interests of medium and small shareholders and
an effective mechanism to maintain seats for and
allow disinvestment by small shareholders is set
up.

Public companies truthfully, accurately,
completely and compliantly disclose periodic
financial data, significant matters and the
matters required to be disclosed in accordance
with Information Disclosure System issued by
supervisory authority. In case that a company
encounters an emergency possibly influencing
its share prices, the secretary of the board of
directors would organize study on handling, and
timely disclose related information to investors in
accordance with related procedure.
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China National Building Materials Group Corporation 2015 Social Responsibility Report

We provide material supports and technical
services for national key projects and urban
infrastructures, and systemic building materials
solutions for residents’daily life. Through our
various products, sufficient production capacity,
reliable quality assurance, globalized marketing
system and convenient and friendly service
system, we offer customers returns beyond
commercial values.

Our member companies are instructed in the
construction and certification of standard