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HF tanks in Matamoros, México

. company profile

AND STRATEGY

1.1 About Mexichem

Mexichem is a leader in the global chemi-
cal and petrochemical industry, with more
than 50 years of experience in the indus-

try and listed for more than 30 years on the
Mexican Stock Exchange (Bolsa Mexicana
de Valores). It has operations throughout the
Americas, Europe, and Asia. Its products are
marketed in over 50 countries, generating
total sales of more than USD4.81 billion an-
nually. Mexichem has more than 17700 em-
ployees and actively contributes to progress
in all the countries in which it operates. 2.1.

Mexichem products have a positive impact
on quality of life and social progress. They
include essential goods and services used
in fields such as construction and civil
infrastructure, water conduction and basic

sanitation, power generation and supply,
transportation, communications, environ-
mental protection, and health care, among
many others.

The company’s mission is to create value
from its basic raw materials (salt and fluorite)
through vertical integration of its business in
three product chains, in order to make the
most of synergies and achieve superior busi-
ness results within a framework of corporate
responsibility oriented towards sustainability.

The corporate headquarters is located at:
Rio San Javier #10 Fraccionamiento
Viveros del Rio

Tlalnepantla, Estado de México

54060 México 2.4.



1.2 Operational Structure 2.3.

Mexichem is built around three product chains: Chlorine-Vinyl, Fluorine,

and Integral Solutions.

CORPORATE
SERVICES

» Finance

» Legal Affairs
» Human Resources

» Strategic Planning and
Investor Relations

» Fiscal Planning

» Information
Technology

» Auditing

» Research and
Development Center

» Internal Auditing

(R |

Chlorine-Soda

CHLORINE- Phosphates
VINYL
CHAIN

Derivatives

Compounds

Fluid Conduction |

SOLUTIONS

Aluminum
Fluoride

FLUORINE Hydrofluoric

CHAIN Acid

Refrigerant
Gases

OPERATING 1S0-9001 CERTIFIED
SITES (Plants) (Quality Management)



Chlorine-Vinyl Chain. The base of the Chlorine-Vinyl Chain is salt (sodium chloride),
which we process to obtain chlorine and soda. \WWe add value to chlorine by
transforming it into the vinyl chloride monomer (VCM)—chlorine plus ethylene,
derived from petroleum—which we polymerize to produce polyvinyl chloride (PVC)
resin and compounds. Other processes include the production of plasticizers used as
additives in flexible PVC products.

Integral Solutions Chain. Mexichem is a global leader in the production and marketing
of piping systems, plastic accessories, and connectors for fluid conduction, mainly
water. Our piping systems also have applications in electrical and gas. WWe have
technical solutions with geosynthetics such as nonwoven geotextiles, woven
geotextiles, geodrains, geomembranes, and geomesh.

Fluorine Chain. At the base of this chain is calcium fluoride, better known as fluorite,
a nonmetallic mineral whose principal function is to act as a flux. Mexichem owns the
largest fluorite mine in the world. Fluorite in its natural state is called metallurgical-

grade. Acid-grade fluorite is used in the production of hydrofluoric acid. Hydrofluoric
acid is used primarily for manufacturing refrigerant gases and aluminum fluoride.

1S0-14001 CERTIFIED OHSAS 18001 CERTIFIED
(Environmental management) (Safety)




1.3 Business operations
sites

In the global market,

our Integral Solutions
Chain serves markets in
the Americas, Europe,
and Asia. The Chlorine-
Vinyl Chain serves all the
countries in the Americas
and several more in Asia.
The Fluorine Chain serves
markets in the Americas,
Europe, and Asia.
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1.4 Diagram of processes, products, and uses 1.2, 2.3.
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Brine - Solution of sodium chloride in water

VCM - Vinyl chloride monomer

Fluorite - Calcium fluoride

Glass / Cement/ Ceramics / Enamels

Aluminum / Refractory / Electrodes for welding

Refrigerants / Fluoropolymers (Teflon) /
Gasoline / Stainless steel / Nuclear fuels /
Batteries / Toothpaste

VCM / Titanium dioxide / CPVC / Water purification /
Chlorinated solvents / Polycarbonates / Epoxy resins /
Polyurethanes / Aluminum trichloride

Water treatment/ Household bleach /
Disinfectants

Steel pickling / Water treatment /
Regeneration of ion exchange resins

Glass / Fuel

Oils, soaps, detergents / Regeneration of ion exchange
resins / Water treatment / Washing of glass bottles /
Industry of cellulose and paper, sugar, and cotton /
Cleaning products

Water purification / Wastewater treatment
Beverages / Food additives / Detergents / Ceramics
Epoxy resins / plasticizers and paints

Electrical cable covers / Garden hoses / Bags for blood,
catheters, dialysis / Vinyl flooring / Toys / Footwear /

Door and window casings / Plastic films / Packages /
Upholstery and dashboards for automobiles / Safety clothing /
Credit cards / Large bottles

Soil improvement/ Roads / Upholstery for the automotive
sector/ Carpet fabrics

Solutions for conveyance of water for surface heating and air
conditioning, storm water, distribution of potable water, gas
and telecommunications applications

Construction of sanitary landfills / Road infrastructure /
Waterproofing / Pools / Potable water tanks

Irrigation systems
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1.5 Products, brands, and markets 2.2, 2.7 Mexichem provides 25 products 2.8.

INTEGRAL
SOLUTIONS
CHAIN

% of
Products sales |Final uses

Piping, water
- solutions, and fittings
Piping 100% |/ fluid transportation
systems products / irrigation
systems

49 33

SALES EBITDA

USD26  USD 3402
hillion million

margin 13% of sales

CHLORINE-VINYL
CHAIN

% of
Products sales |Final uses

Piping, cable covers,
PVC 53% frames, doors, floors,
resin ° | kitchen wall coverings

PVC Plastic films, ﬂoors,
footwear, medical

d
compounds bags, toys

Caustic Soap, shampoo,
soda creams, detergents

Soap, food, water

Phosphates purifiers

Bleaches, water puri-
fication, disinfectants,

Chlorine white pigments, paper

Jo 31

SALES EBITDA

USD18  USD 3139
hillion million

margin 17% of sales

FLUORINE
CHAIN

% of
Products sales |Final uses

Refrigerant gas for
air-conditioning,
refrigerators / freezers;
lithium salt for use in
batteries, fluoride for
toothpaste

Hydrofluoric o
acid 17%

Steel, cement,

1 )
el 27% kitchen utensils

Fluorocar-

o 50% | Refrigerants

Aluminum

. 9 Aluminum
fluoride 6%

16 3o

SALES EBITDA

USD08  USD 3635
hillion million

margin 43% of sales

Our brands are Mexichem, Amanco, Plastigama, Pavco, Bidim, Plastubos, Celta, AlphaGary,

MeXxichem.

MarketIlmdmhip i Spea'alty: ‘Compounds ,

LCAMANCO
Bidim

zeéphex

rrescicl propelanin

Zephex, Klea, and Wavin. 2.2
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1.6 Mexichem'’s Culture and Strategy

The principal guideline for the work cul- environmental aspects into the business
ture at all Mexichem plants is the effort strategy through a triple-bottom-line model
to articulate the economic, social, and geared toward sustainability 4.8.

VISION
To be respected and admired globally as a leading chemical company focused on producing
results, contributing to social progress, and improving people’s lives.

MISSION
To transform chemicals into innovative products, services, and solutions across widely
diverse industrial sectors by focusing on operational excellence and market needs.
Our offerings generate ongoing value for our customers, employees, partners,
stockholders, and communities and contribute to enhancing the quality of people’s life.

VALUES
To realize our vision and mission, our day-to-day activities are aligned with the
following values:

LEADERSHIP

We seek to continually drive innovation in our products, processes, and solutions, and to
make a positive impact on the market and industry.

COMMITMENT
We believe in dedication, focusing on achieving shared goals through teamwork in order
to exceed the expectations of our clients and keep our commitment to our partners,
employees, and the communities in which we operate.

RESPONSIBILITY
We act responsibly and fairly in the communities where we do business. \We contribute
in the best way possible towards the preservation of the environment through
sustainable activities.

SAFETY

The health and safety of our people are our priority. We will strive to ensure safety at our
facilities, in the communities in which we operate, and in the environment.

RESULTS

We believe in operational and financial efficiency and excellence to deliver positive results
with sustainable growth and products that make a difference.

INTEGRITY
We are committed to being an ethical, honest, and trustworthy company that treats
employees appropriately and with respect.




1.7 Management Strategy 1.1

Mexichem's corporate strategy is focused on
the triple bottom line, to create economic, en-
vironmental, and social value, based on the
following guidelines:

Sustained, healthy growth We take the ex
pectations of our key stakeholders into con-
sideration, identifying the challenges and
opportunities presented by our social and envi-
ronmental responsibility. Our process of stra-
tegic planning and follow-up of results relies on
electronic information tools for sustainability in-
dicators. With these tools, we combine all the
information from our Sustainable Development
results, which reflect the most relevant indica-
tors of Mexichem's performance.

Our next step will be to develop a sustain-
ability management system to define strate-
gic objectives and align them with operating
goals. The management system will measure
and evaluate triple-bottom-line performance,
substantiated by examples and case studies of
successes. The management system will be
supported by a Sustainability Committee con-
sisting of a multidisciplinary group representa-
tives of Mexichem.

Operational excellence The most important
consideration when carrying out our activi-

ties is employee safety, and our goal is to pre-
vent all accidents and achieve zero fatalities.
Mexichem has launched a plan to develop a
safety management system that will avoid op-
erational risks and personnel injuries, as well

as to increased damage control. This plan inte-
grates activities and responsibilities on safety in
one system. The fundamentals for the system
are outlined in the Modern Safety Management
training course and the International Safety
Rating System from Det Norske Veritas.

Development of human capital Mexichem
offers its employees fair and equitable re-
muneration, corresponding with their job de-
scriptions, responsibilities, and the labor

market. The benefits provided are higher than
those required by current local labor laws in
the countries in which we operate.

Mexichem has a human rights policy and of-
fers training workshops on an ongoing basis
to raise awareness at all levels of the organi-
zation. In managing suppliers, we give pref-
erence to local suppliers when purchasing
materials and services needed for plant oper
ations, while looking at criteria such as qual-
ity, service, and competitive price range. Our
strategy is to have allies in our supply chain.

Technological development and innovation
Mexichem manages the safety of its products
by following the stringent principles and prac-
tices of Responsible Care®, a global, voluntary
initiative from the chemical industry.

Social responsibility Commitment to the com-
munities in which we have a presence allows
us to capitalize on opportunities to create value

Employees in Tlalnepantla, Mexico



Maintenance employee in Coatzacoalcos, Mexico

for the company and the community. Due to
the diversity of social conditions in the com-
munities where we operate, the interaction
will take on a variety of forms. We continue to
strive to make our focus less and less on work-
ing through philanthropic organizations and
more oriented toward the strategic building of
economic, environmental, and social value to-
gether with our stakeholders. The main areas
where we take action for social progress are:
education, building of skills and abilities, water
supply and purification, housing solutions, child-
care, and commitment to the environment.

Environmental responsibility Mexichem is
committed to environmental protection. We
go beyond the legal requirements in our
care of our environment. We are continu-
ously working to efficiently manage our use
of resources, based on the principles of re-
ducing, reusing, and industrial recycling.

In the area of climate change, we are devel-
oping an evaluation of risks and opportunities
arising from this phenomenon. We have been
recording greenhouse gas (GHG) inventories
at our operations since 2007, recording direct
and indirect emissions related to the con-
sumption of electrical energy and fossil fuels.

Our commitment to reduce GHG emissions
focuses on energy savings and efficiency in
our operations, which involves everyone in the
organization, from offices to industrial plants.
We will continue to develop various plans to
increase eco-efficiency in our processes, tech-
nology upgrades, and evaluation of alternative
and renewable energy.

Our commitment to the environment also in-
cludes: optimizing our use of water and en-
ergy, reducing industrial waste, controlling
atmospheric emissions, designing plans to
steward biodiversity, soil, surface water, and



Sustainability model - triple bottom line

ECONOMIC

GROWTH

Strengthening sound finan-
cial performance

()

Profitability

()
New
business

Cost reduction

() ()
Innovation in products
and processes

()

ENVIRONMENTAL
STEWARDSHIP

Developing clean processes,
maintaining and recovering stra-
tegic environmental resources

®
Ny Preservation of the
7 .
environment

SOCIAL

PROGRESS

Elevating the quality of life of
present and future genera-
tions

()
Overcoming
extreme poverty

0
Eco-efficiency : Q
and safety Environmental
education, access to
water and housing for

vulnerable populations
() ()

Continuous
improvement

()
Creation of value
shared with
stakeholders

Development and reten-§
tion of the best talent

SUSTAINABLE DEVELOPMENT

aquifers, as well as conducting research and
development to design and produce safer and
more environmentally friendly products.

In the economic dimension, our successful
strategy for creating wealth and prosperity
shall continue to rely on the following:

* |Implementing our plans

e Adding value to our raw materials

e Continuing vertical integration

e Diversifying our markets geographically
¢ Discipline in the reduction of costs and
investments

Relationship with stakeholders

1.8 Impacts, risks, and opportunities:
strategic goals

We identified the key impacts, risks, and
opportunities to improve our performance
and make sustainability a successful strat-
egy based on the triple bottom line. The risks
identified are strategic, operational, and finan-
cial. We include the metrics of capitalizing on
opportunities linked to these risks by rede-
signing goals.

In our first Sustainability Report, published
in 2009, we set forth our goals for the years
2010-2013, focused on strengthening our
triple-bottom-line management. The goals
were reviewed and updated. 1.2



Performance
target:

STRATEGIC GOALS 2013-2018

DESCRIPTION

Environmental
— Energy

Environmental
—Waste

Environmental
— Emissions

Environmental
— Biodiversity

Environment
- Water

Environment
— Climate change

Social
— Labor practices

Social
— Stakeholders

Social — Environmental
Product stewardship

Social
— Stakeholders

Social - Ethics and
the fight against
corruption

Social
— Human rights

Reduce electrical energy consumption coming from fossil fuels by at
least 5% by 2018 (baseline year 2009).

Reduce waste sent to landfills by at least 20% by 2018
(baseline year 2011).

Reduce greenhouse gas (GHG) emissions by at least 5% by 2018
(baseline year 2009).

The impact of operations on biodiversity should be environmentally
neutral by 2025 (baseline year 2012). Operations initiated or acquired
since 2012 shall have a period of 10 years to achieve environmental
neutrality.

Reuse at least 70% of water consumed, by 2018 (baseline year 2011).

Maintain strategy to adapt to and mitigate the effects of cli-
mate change. Evaluate the impact of climate change at 100% of
Mexichem'’s operations by the year 2016.

Establish a system for training in sustainable development and contin-
uous improvement. Reach at least half of Mexichem employees under
this plan by 2016.

Achieve zero fatalities. Reduce incapacitating accidents by at least
50% by 2016 (baseline year 2012).

Establish and encourage two-way channels of communication be-
tween Mexichem and its stakeholders. Reach 100% of the primary
stakeholders by 2016 and initiate at least one constructive dialogue
with each one of these groups.

Maintain zero claims of impact on the health and safety of our clients
or on ecosystems caused by safety failures in product handling.

Develop social projects in the communities in which Mexichem op-
erates with shared values. Each one of the chains must have at least
one new social project by 2016.

Train all Mexichem employees and get their commitment to comply
with the company’s code of ethics and anticorruption policy by the
year 2016.

Have all our contractors agree to comply with Mexichem's human
rights policy by 2016.

y



essage

FROMTHE CEOTO
STAKEHOLDERS

11, &1, 8.2, 8.3

Dear Readers:

We are pleased to share with you our 2012
Sustainability Report, 7alent for Sustainable
Development. In it, we show you what our
company is doing to operate with the highest
ethical standards, provide safe and healthy
work environments for our employees, and
respect the environment, human rights, and
the cultural values of the countries in which
we have a presence.

We understand that sustainability is, above all,
a risk management approach to economic,
environmental, and social problem solv-

ing. Nonetheless, we are convinced that, to
achieve our objective of being a sustainable
operation, it is essential to harness the talent
of our employees. Thus, we generate the cre-
ativity, dedication, and effort needed for us to
be able to offer safe, competitive, high-quality
products and ensure the sustained and sus-
tainable success of our company in the future.

The year 2012 was undoubtedly key in our
preparation for achieving the success we
seek. A few examples:

* We implemented a sustainability manage-
ment system that will allow us to optimize
the triple bottom line, standardizing best
practices by harnessing the talents of our
employees on a global level.

* \We issued new long-term debt for the pur
pose of strengthening our balance sheet
and reducing the risks that short-term debt
brings. On the other hand, we increased
the company's capital to continue growing
toward our 20-20-20 vision.

* \We also continued to reduce our impact on
the environment, and we took on the task
of exploring new technologies and strate-
gies to maintain our status as an environ-
mentally responsible company.

* \We promoted social projects to improve
quality of life and opportunities for progress
in vulnerable local communities.

This report is dedicated to all our stakehold-
ers, to demonstrate how we deliver triple-
bottom-line performance without compromis-
ing our principles of integrity and transpar-
ency. At Mexichem, we strive to meet your
expectations, and we believe that together



Significant events in 2012

SOCIAL:

We reported zero fatal ac-
cidents and initiated a plan

to develop a safety man-
agement system to monitor
operating risks, losses, and in-
juries to our employees.

We maintained our recog-
nition as a member of the
Sustainability and Social
Responsibility Index (ISRS)
of the Mexican Stock
Exchange.

We initiated a plan to de-
velop a sustainability
management system to
manage sustainability is-
sues and optimize our tri-
ple bottom line.

We are developing and pro-
moting 21 projects support-
ing communities, with a
focus on drinking water and
sanitation, decent housing,
education, health, and envi-
ronmental protection.

ENVIRONMENTAL:

We are reducing our environ-
mental footprint by:

¢ Reusing 54% of extracted
water in our operations;

A 68% reduction over 2011 in
waste management;

Upgrading technology in in-
dustrial processes to save en-
ergy, and investing in the
production of a new gen-
eration of refrigerants that
are more environmentally
responsible.

e \\e are initiating work plans to
develop alternative energy
sources and options for the
cogeneration of energy.

* \\Ne are making progress in
our strategy for protecting
biodiversity, with 17 pro-
grams to identify negative
impacts and endangered spe-
cies at sites where we have
operations.

we will generate value and opportunities for
social progress, respect for the environment,
and growth for our company.

We thank our Board of Directors, our stock-
holders, employees, clients, suppliers, and
members of our communities for their inter-
est, participation, and support. This is what

has allowed us to continue to be successful
and to grow in the right way. Now we must
make the most of the growth platform that
we are building and work together to keep
moving forward on the road ahead.

ECONOMIC:

We achieved cumulative
sales of MXNG68.398 billion,
which amounts to growth of
34% over 2011.

The EBITDA was
MXN13.269 billion, which
represents an increase of
29% over 2011.

We refinanced debt at a
longer term and lower fi-
nancing cost. Given the
response from the invest-
ing public, the issue was
more than 14 times oversub-
scribed, and the company
garnered the award for the
Best International Bond
Transaction awarded by
LatinFinance.

We welcomed a new com-
pany, Wavin, which, in com-
bination with our Amanco
Brand, made us the global
leader in plastic piping sys-
tems and integral solutions.

t

Antonio Carrillo Rule
Chief Executive Officer



. about the

2012 SUSTAINABILITY REPORT

This report is completed in accordance

with the Global Reporting Initiative (GRI) G3
Sustainability Reporting Guidelines, and it ad-
heres to the AA 1000 AccountAbility standards
(2008) and to the principles of relevance or
materiality, inclusivity, and responsiveness to
our principal stakeholders.

The selection of information presented in the
report and its adherence to GRI indicators was
completed by the Corporate Sustainability
Coordinator, based on an analysis of the facts
and data reported by all operating sites. 3.5
The information takes into account the prin-
ciples related to materiality, participation of
stakeholders, relevance to the context of sus-
tainability of production chains, completeness,
balance, comparability, accuracy, timeliness,
reliability, and transparency. 3.5

We used the G3 Guidelines from the GRI,
using the technical protocols and the 2010
Mining and Metals Sector Supplement. 3.5
The information provided in this report covers
operations from January 1 to December 31,
2012. 3.1 Historical data from the five previ-
ous years (2007 to 2011) are included for com-
parison purposes and to help identify trends
in certain indicators. Our last report covered
2011. 3.2, 3.3 There have been no significant
changes that affect the comparability of the
information reported or that require us to re-
state the information presented in previous re-
ports. 3.8, 3.10, 3.11

The information included in this document
was compiled with transparency and integrity
from operations carried out at the operation

sites (plants) in our three principal business
chains: Integral Solutions, Chlorine-Vinyl, and
Fluorine, as well as their corporate support
services. The information does not include
data from sales offices. 3.6, 3.7 All data
compiled is documented electronically, and
the technical support used for mathematical
calculations is mentioned in the numerical
indicators. 3.9

Deloitte (Galaz, Yamazaki, Ruiz Urquiza, S.C.)
conducted a third-party review of the 2012
Sustainability Report to guarantee the trans-
parency and reliability of the information pre-
sented. 3.13 Mexichem has self-reported a
GRI Level of “A +" for this report, based on
the GRI Level Application Table.

PVC resin warehouse, Mexico



2.1,

2.6

4.1



Employee in Tlalnepantla, Mexico

Because Mexichem shares are listed on the
Mexican Stock Exchange (BMV), we are gov-
erned by the Securities Market Law. We also
adhere to the principles established in the Code
of Best Corporate Practices endorsed by the
Council for Business Policy Coordination.

4.2 Corporate governance structure 4.1

4.2.1 Board of Directors

The number of independent members in this,
our highest governance body, is seven, with
five alternate independent directors. 4.3 The
educational background and professional ex-
perience of the members of the Board of
Directors is primarily economic and managerial.
4.7 The chairman of the Board of Directors is
not a company executive. 4.2

Mexichem'’s corporate bylaws establish three
committees: Executive, Audit, and Corporate
Practices, which are responsible for helping the
Board of Directors carry out its duties.

Our Board of Directors determines general
management policies and monitors our

triple-bottom-line performance through the
Executive Committee, with support from both
the Audit and the Corporate Practices
Committees. We also have an internal auditing
department, which reports directly to the Board
of Directors in order to avoid any conflicts of
interest. 4.6

Executive Committee

The Executive Committee was created by
resolution of the Board of Directors on July 16,
2009. Its core responsibility is to address and
resolve relevant and urgent issues that cannot
wait until the next Board of Directors meeting.
However, in no case shall the Executive
Committee have the powers reserved by law or
by the bylaws for the Board of Directors, the
Audit Committee and/or the Corporate Practices
Committee, or for the stockholders meeting.

This committee is the highest executive
governing body and is responsible for guiding
the organization's strategy in corporate, environ-
mental, and economic matters. The Executive
Committee uses consultants and independent



experts to evaluate the strategy; these same
consultants provide the training and feedback
the Executive Committee needs. The results of
the evaluation are reported to the Board of
Directors. 4.7 4.8, 4.9, 4.10

Corporate Practices Committee

The Corporate Practices Committee’s duties are
to evaluate the performance of relevant exec-
utive officers, review transactions between
related parties, review compensation of the
aforementioned officers, evaluate any exemp-
tion granted to the directors or relevant execu-
tive officers that allow them to have advantages
in business opportunities, and perform those
duties as required by the Securities Market
Law. According to our bylaws, all members of
the Audit and Corporate Practices Committees,
including each chairman, shall be independent
directors. 4.5, 4.6

Communications with the highest corporate
governance body take place through operational
meetings and board meetings. During the
annual board meetings, the Board of Directors
evaluates the financial results and compliance
with the company'’s social and environmental
goals. 4.4, 4.9

4.3 Code of Ethics 4.8

The company has policies that help to ensure
that we comply with laws, standards, regula-
tions, and codes; are transparent; and main-
tain standards of ethical behavior in areas such
as corruption, conflicts of interest, monopolies,
bribery, political contributions, and accounting
practices. Our Code of Ethics document is com-
municated to all employees as soon as they are
hired and can be referenced online at any time
by all personnel. Other corporate documents are
also communicated to employees when they
join the company, and employees must sign
these to ensure their agreement and compli-
ance. Statements within the company, behavior
of executive officers and employees, as well as
work performance are measured based on the
Code of Ethics and other policies and protocols.

Structure of the Board of Directors
and Executive Committee 4.1

Honorary Chairman of the
Board of Directors for Life
Antonio del Valle Ruiz

Chairman of the Board
Juan Pablo del Valle Perochena

Directors

Juan Pablo del Valle Perochena
Antonio del Valle Ruiz

Antonio del Valle Perochena
Francisco Javier del Valle Perochena
Adolfo del Valle Ruiz

Ignacio del Valle Ruiz

Ricardo Gutiérrez Mufoz

Jaime Ruiz Sacristan

Divo Milan Haddad *

Fernando Ruiz Sahagun *

Jorge Corvera Gibsone *
Guillermo Ortiz Martinez *
Eduardo Tricio Haro *

Juan Beckmann Vidal *

Valentin Diez Morodo *

Eugenio Santiago Clariond Reyes *

Alternate Directors

Maria de Guadalupe del Valle Perochena
Maria Blanca del Valle Perochena
Adolfo del Valle Toca

José Ignacio del Valle Espinosa
Francisco Moguel Gloria *

José Luis Fernadndez Fernandez *
Dolores Palacios Norma *

Arturo Pérez Arredondo *

Eugenio Clariond Rangel *

Chief Executive Officer
Antonio Carrillo Rule

Chief Financial Officer
Miguel Ruiz Tapia

Of the alternate directors on the board of
directors, 30% are women and 70% are
men. None are members of a minority
group. LA13

* Independent directors '



Employee evaluations include a focus on com-
pliance with triple-bottom-line practices. 4.8

In 2012, a corruption incident was reported
within the company. It was handled according
to internal procedures and our Code of
Ethics. SO4 All personnel have been in-
formed of Mexichem'’s anticorruption policy
and procedures. SO2, SO3

Mexichem does not participate directly in the
formulation of public policy or in lobbying
activities with the intent of influencing them.
Its participation is through unions that repre-
sent industrial sectors related to the company’s
business. SO5 In accordance with these
guidelines, we do not make contributions in
kind or in cash to political parties or related
institutions, nor do we attempt to influence our
employees to participate or to back a particular
political party. SO6

Mexichem does not need to conduct studies
regarding specific practices that are monopolis-
tic or against free competition because the ma-
jority of our products are generic commodities,
and we compete in the international markets,
in a global environment. Proposals regarding
the acquisition of companies to be brought into
Mexichem are communicated in a timely man-
ner to the appropriate agency regulating free

competition in the countries of origin of these
companies. We comply with any conditions
that may be imposed to allow the acquisition,
and the latter is carried out with full disclosure
to the public through communications with
stakeholders. SO7 During 2012, none of our
subsidiaries were subject to fines. SO8

4.4 Management systems and policies

Mexichem and its major operating units around
the world have established and accredited man-
agement systems that meet the international
standards ISO 9001, ISO 14001, and OHSAS
18001 for its three product chains. Likewise,
the operating units dedicated to the produc-
tion of chemicals (Chlorine-Vinyl and Fluorine
Chains) have signed on to Responsible Care®,
a voluntary program that operates under the
supervision of the chemical industry associa-
tions in Mexico, Colombia, the United States,
and the United Kingdom.

At Mexichem, we have a documented compre-
hensive safety, environmental, and quality pol-
icy that is communicated to and understood by
the entire organization.

More information on this matter can be found at:
http://www.mexichem.com/English/politica_
seguridad.html

PVC pipe process, Colombia
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DIMENSION

5.1 Creation of wealth and Mexichem 2012
prosperity Netsales 63398
Cumulative sales at the close H
of the year reached MXN63.398 el accnts 00,004
billion, 34% higher than in 2011. _
Operating income plus depreci- Stockholders’ equity 42.445
ation and amortization (EBITDA) _
at the Close Of the year was Figures in billions of Mexican pesos

MXN13.269 billion, up 29% over  [Employees 77920

the previous year. EC1, 2.8



Mexichem EC1, EC8

Millions of Mexican pesos 2012
Direct economic value created (EVC)
a) Income (net sales) 63,398
Economic value distributed (EVD)
b) Operating costs

| (czst of sgales) S
¢) Wages and benefits

| to gmployees 9,324
e) Payments to governments (taxes) 2,013
f) Investments in the community 34
Economic value retained (EVR)
EBITDA (calculated as economic 13,269

value generated minus economic
value distributed)

5.2 Economic performance EC1

The increase in sales is due to increased vol-
umes and prices for fluorite, hydrofluoric acid,
aluminum fluoride, piping and connectors, and
soda, as well as to the acquisition of Fluorita
de México and Wavin. As for EBITDA, the in-
crease is due to the aforementioned better
prices and to the increased volume achieved
through investments in machinery and equip-
ment achieved in the various Mexichem plants
for the manufacture of different types of prod-
ucts, as well as to the incorporation of Fluorita
de México and Wavin.

The government of Mexico has a policy of of-
fering financial incentives for research and de-
velopment. In 2012, we received an incentive
grant for research and technological devel-
opment in the amount of MXN22.37 million
(USD1.72 million) from CONACYT, the National
Council on Science and Technology. EC4

The most significant economic event for the
organization in 2012 was the following:

February 8, 2012

Mexichem S.A.B. de C.V. (“Mexichem”) and
Wavin N.V. (“Wavin") jointly announced that

2

they reached an agreement with regard to the

public cash offer by Mexichem for all shares is-

sued by Wavin and in circulation. 2.9
5.3 Markets 2.7

We are able to maintain a leadership posi-

tion in the Americas and Europe, as well as in
Asia, through the geographic diversification of
our operations, operating efficiencies oriented
to producing different products to the specific
needs of each market, and our ability to take
advantage of our logistics network and produc-
tion facilities.

5.4 Social Investments EC8

In 2012, Mexichem made investments of
USD 2,645,157 in public infrastructure and
services.

Mexico

e Construction of new access road to plant

e Change to LED-type lights on the perimeter

e Paving of Salitrera-Zaragoza road, 4 kilometers

e Supplying drinking water to the Salitrera
community

¢ Handling of waste from the community

e Medical care for the community, including
medication

e Minor support work for hospital,
Telesecundaria (a distance-learning sec-
ondary-education program), kindergarten,
teachers for the primary school and the
community

Brazil

¢ Training of labor for civil construction (in-
cludes payment of fee for group and sending
samples, uniforms, and classroom materials)

e Hydros Project: awareness of wise water use

Argentina

e Hydros Project: awareness of wise water use

e Strengthening of skills. EC8

SALES BY GEOGRAPHIC AREA
- DESTINATION 2012

I NORTHAMERICA 1%
I SOUTHAMERICA — 34%
I tURoPE 2%
I OTHERS Th

SALES

7

HIGER THAN
IN20T1

EBITDA

h

HIGER THAN
IN20T1



Students in a Medichgh -supported school in San Luis Potosi, Mexico

6.1.1 ldentification and analysis of stakeholder expectations
4.14, 415, 4.16.

Three internal;

Three external:



The results of the focus group study on stake-
holder expectations are:

1) Environmental performance:
° Emissions, effluents

* Biodiversity

2) Social performance:

e Local communities

e Industrial safety 3.5, 4.17

6.1.2. Communication with stakeholders 4.17.

Investors: Mexichem is committed to pro-

viding its shareholders with reasonable, sus-

tained profitability for their investment. \We

communicate with our investors through:

* Annual financial report

* Quarterly reports

* Meetings designed by brokers for institu-
tional investors

* Presentations for potential investors in
North America, South America, and Europe
to announce the issuer’s recent projects
and news

¢ Through our web page:
http://www.mexichem.com/English/
index.html

¢ Telephone conferences

¢ Scheduled formal meetings (one on one)
¢ Relevant notices through the Mexican
Stock Exchange (BMV)

Employees: Communications between com-
pany management and employees to relate
direction, awareness of expectations, monitor
ing performance, conflict resolution, and gen-
eral information is carried out through formal
channels such as meetings, interactive news
sources (Mexichem website and intranet),
union dialogues, joint committees, available in-
formation systems, and others.

One of the formal ways we engage in dialogue
with our employees is through a confidential,
anonymous survey called Taking the Pulse,
which is taken by all of our employees—union-
ized and nonunionized—to evaluate employee
satisfaction. Other forms of dialogue are mes-
sages via the Mexinet intranet, regular mail
and e-mail, bulletin boards, and face-to-face
meetings with immediate supervisors and
directors.

Communities: We make every effort to
maintain active channels of communica-
tion with each stakeholder to understand

Boy in Mexichem plant in Jaltipan, Mexico
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HUMAN CAPITAL

I MALE 8%
I FEVALE 16%
ANNUAL TURNOVER

I VALE 80%
I FEMALE 0%
AGE RANGE

W UPTO2 12%
| I 3%
[ JRRR T
W -5 17%
W -6 W%
[ i 0%

their perceptions and expectations, to iden-
tify opportunities, and to undertake joint ini-
tiatives. We facilitate this communication in
many ways, such as governmental and pro-
fessional association roundtables; academic
events of interest to our chains; and meet-
ings with social associations, opinion leaders,
and international authorities.

Clients and suppliers: Mexichem works with
suppliers who share the highest levels of
quality, integrity, and honesty, seeking mutu-
al benefit that adds efficiency to the vertical
integration of our chains. We have a supplier
evaluation system that allows us to identify
common areas of opportunity.

6.2 Management of human capital

6.2.1. Labor practices and indicators

As of December 31, 2012, Mexichem had a
total workforce of 17792 employees through-
out the various countries in which we operate.
Out of this total, male employees represented
84% of our human capital, while female em-
ployees comprised 16%. [ A2

Number of employees 17792
Number of directors 69
Number of managers 407
Number of supervisors 1,043
Other levels 16,273
Number of women 2,865
Number of men 14,927
Individual employment contract 6,445
Collective bargaining agreement 11,347
Chain Employees
Chlorine-Vinyl Chain 2,274
Corporate 227
Fluorine Chain 1,649
Integral Solutions Chain 13,642
Total 17792

These numbers do not include subcontractors,
those who work independently, or part-time
workers. LA

Turnover, individual contract

Turnover (directors)

Turnover (managers /

superintendents)

Turnover (supervisors /

coordinators)
Turnover

(not in position of authority)
Turnover, collective bargaining

agreement
Total

Employees in flourite mine in San Luis Potosi, Mexico

Percentage of turnover at Mexichem LA2

4.84%
3.29%

0.98%

0.77%

1.47%

2.30%

5.52%

Annual turnover in percentages: 20% are fe-
male employees, and 80% are male. A2

i



Employee in Coatzacoalcos, Mexico

6.2.2 Wages and benefits

Mexichem pays equitably and fairly in accor
dance with labor market standards and the
dedication of its workers, taking into account
the job description and responsibilities assigned
to each employee, the skills required to per
form the job, and the conditions involved in the
work. Full-time employees receive more ben-
efits than part-time or temporary employees,
which affects number of vacation days, vacation
bonus, lunch or food vouchers, and company
contributions to a savings plan. L A3 Mexichem
offers benefits that exceed those required by
current labor law, such as a savings fund, caf-
eteria service, subsidizing of major medical ex
penses, pension plan, life insurance, productivity
bonus, uniforms, and support for recreational
and sports activities, among others.

For its nonunionized employees, Mexichem
backs a voluntary pension plan to encourage
savings for retirement, so that the employees
are motivated to establish a fund that will be-
come their retirement pension. £EC3

26

Labor legislation in each country establishes
the local minimum wage. Mexichem has oper
ations in various countries, various industries,
and various regions and economic zones. The
average standard starting salary is three times
the local minimum salary where significant
operations take place EC5.

Base salary ratio, men to women, by
professional category LA14

Category Women Men
Assistants/Coordinators 0.94 1.06
Supervisors 0.99 1.01
Operational Leaders/

Superintendents 0.96 1.04
Managers 0.98 1.02
Directors 1.10 0.90
Average = 1

FATAL
ACCIDENTS

INCIDENT
RATE

]

SEVERITY
RATE



6.2.3 Union affiliation
Of our employees, 64% (11,347 people) are
part of a collective-bargaining agreement. | A4

Organizational changes are communicated in
a timely manner to union offices, and, if there
are modifications to the agreements, these
are available to view immediately after re-
vising the contracts or collective-bargaining
agreements. LAD

6.2.4 Training and development

In 2012, employees undertook 382,284 hours
of training: 67 % for employees under a collec-
tive-bargaining agreement and 33% for em-
ployees with an individual contract. The main
areas of training and education were: Human
Rights, Sustainability, Health and Safety,
Orientation for new employees, Corporate
Culture and Code of Ethics, English Language,
Process Technologies, Information Technology,
and Process Administration. The total amount
invested in training activities during 2012 was
USD1,096,721. LA10 The experience and train-
ing acquired by our employees allows those
who are in the final stage of their professional
career or who have been part of a reorganiza-
tion to provide valuable services to other com-
panies and to society through other activities.
LA

In order to encourage the development of

its human capital, the company conducts an
annual performance review of all nonunionized
personnel. Each employee receives feedback
from an immediate supervisor and together
they agree on work goals that align with both

Indicators of Operational Safety LA7

the company'’s strategy and the individual’s per
sonal development and improvement objec-
tives. These evaluations are the basis of career
planning for executives and personnel with high
potential and leadership. LA12

6.2.5 Origin of employees

At the end of December 2012, Mexichem had
59 directors working at corporate and at the
Integral Solutions, Chlorine-Vinyl, and Fluorine
Chains. Ninety-three percent of them are na-
tives of the country in which they work as ex
ecutives at Mexichem, making decisions on
important operations of the organization, or as
operations managers—a significant fact con-
sidering that Mexichem is a global company
with a presence in many countries. EC7/

6.3. Health and safety of workers

For Mexichem, the most important factor in
carrying out our activities is employee safety,
with the goal of preventing accidents to achieve
zero fatalities. In order to achieve this goal, all
of our employees are represented by safety
and occupational health committees. . A6

Our operations are in the industrial sectors of
mining, chemistry, and industrial manufactur
ing, where operating discipline is essential to
achieve world-class levels of safety, health,
and environmental protection.

The objective of our safety policy and our
entire management team is to ensure that we
operate accident-free. Each and every com-
pany employee is charged with the ongoing
responsibility to achieve this unceasing goal.

Indicator / year 2007 2008 2009 2010 2011 2012
Incapacitating accidents 179 185 165 131 180 253
Days lost 10,079 3,253 3,251 2,153 4,697 8,777
Fatal accidents 2 1 2 1 0
Man-hours worked 19,208,894 17708,791 19,451,891 19,558,905 22,979,677 36,782,516
Incidence rate * 1.8 2.1 1.6 1.3 1.5 1.3
Severity rate ** 105.0 36.7 33.4 22.0 40.8 470

* Incidence rate = (number of incapacitating accidents / man-hours worked) x 200,000

** Severity rate = (number of days lost / man-hours worked) x 200,000

]



Employee in Sumaré, Brazil

There were no fatal accidents in 2012 LA7
The number of incapacitating accidents was
40% higher than the previous year, and sever
ity increased by 15%. Nevertheless, man-hours
worked also increased by 60% over 2011.

Mexichem initiated a plan to put in place

a safety management system that would

be effective in handling risks and control-

ling losses. The work plan looks at integrat-
ing all the operating sites into a single system
over a period of three years. The basis of the
system will be delineated by the require-
ments and principles found in Modern Safety
Management and by the Det Norske Veritas
International Safety Rating System.

i

Health education and prevention programs LA8
To aid in preventing illness, we provided within
our medical programs informational programs
for our employees aimed at preventing the risk
of serious illnesses most common to the vari-
ous geographic areas in which our plants are
located. For example, we offered talks and
campaigns on high blood pressure, diabetes,
obesity, smoking, influenza, stress, alcohol-
ism, cancer, and AIDS, with a focus on pre-
ventive health measures. These practices have
been linked to productivity improvements.

Labor agreements with unions include health

and safety clauses for Mexichem employees.

L A9 The preventive safety programs include:

* New Employee Safety Orientation

¢ Contractor Personnel Safety Orientation

» Safe Handling of Chemical Products

* Material Safety Data Sheets and
Emergency Information Sheets

* Investigation of Accidents and Incidents

e First Aid

* Major Emergencies

11

EMPLOYEES

302,264

TRAINING
HOURS

11,347

PEOPLE UNDER
A COLLECTIVE-
BARGAINING
AGREEMENT



6.4 Promotion and protection of
human rights

6.4.1 Mexichem’'s Human Rights Policy
Mexichem'’s Human Rights Policy is endorsed
by the CEO, and we have presented work-
shops to raise awareness at all levels of the
organization. In 2012, 15,657 hours were dedi-
cated to training employees on Mexichem’s hu-
man rights policies and procedures. HR3

Mexichem'’s Human Rights Policy and related
information are available to all interested par
ties at the following link:
http://www.mexichem.com/English/politica
_derechos_humanos.html

6.4.2 Implementation of the policy

a) Human rights in significant investment
agreements

Fluorita de México and Wavin N.V. were ac-
quired in 2012, and both investment agree-
ments were reviewed for any human rights
issues. HR1

b) Human rights in the company

Currently all Mexichem employees take an
introductory course about our Code of Ethics
and our policies and procedures related to
human rights. In 2012, 14,669 hours of em-
ployee training were dedicated to these
subjects. HR3 In 2012, no incidents of discrim-
ination were recorded. HR4

Hydros - Water Fair in Costa Rica

Workers' freedom of association is grant-

ed through collective-bargaining agreements;
there is no risk that this right will be affected.
HR5 During the year, there were no strikes or
work stoppages. VM4

In accordance with our procedures and with
labor legislation, a person must be at least 18
years old to be hired. We avoid hiring minors
and respect the Human Rights Convention
agreements in this regard. The minimum
working age is clearly stipulated in the
collective-bargaining agreements. The same
criteria apply to suppliers. No actions were
required nor was any risk of incident detect-
ed with regard to child labor. HR6

There is no risk of forced or nonconsen-

sual labor in any of our operations, and there-
fore no actions were required. The Safety and
Hygiene Committees, composed in equal
proportions of company representatives and
worker representatives, complete an eval-
uation and conduct monthly plant inspec-
tions. In addition, all personnel can notify
upper management of any noncompliance

or abuse through the complaint box, either
anonymously or openly, or electronically or
through physical mailboxes. Our hiring agree-
ments fully support the International Human
Rights Convention and the standards of the
International Labor Organization. HR7/

Our security personnel receive training in hu-
man rights, reliability tests, and Mexichem
values. This training helps prevent reputation
risks and litigation from inappropriate actions
or approaches not tolerated by our company.
In 2012, 345 security guards (security person-
nel) were trained on human rights policies and
procedures HRS.

Ik
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c¢) Analysis of human rights demonstrated

by suppliers

Mexichem has established a method to moni-
tor means of communication, which includes
a review of suppliers in cases related to hu-
man rights. Given that Mexichem is structured
in vertically integrated product chains, starting
with the raw materials that are taken from na-
ture, the company’s subsidiaries become inter-
company clients and suppliers: The finished
product of one plant becomes the raw mate-
rial for another, until the product reaches the
final consumer. We held training workshops
for these intercompany suppliers, considered
to be internal to the organization, to inform
them of the policy and the support for aware-
ness of human rights in relation to our busi-
ness. Human resources executives from each
unit participated in these workshops and then
became instructors within our own company.
\We estimate that we have conducted human
rights analyses on 50% of our principal suppli-
ers, and no actions have been required as a re-
sult of these reviews. HR2

d) Relationship with communities

For the company, maintaining a good relation-
ship with the community is part of its good-
neighbor philosophy and policy. Our hiring
policy gives preference to local people. During
the year covered by this report, there were no
incidents related to violations of the rights of
original communities at sites where we
operate. HR9

Sources:

Comision Nacional de Derechos Humanos
(National Human Rights Commission)
http://www.cndh.org.mx

Business and Human Rights Resource Centre
http://www.business-humanrights.org/Home
Media monitoring through FACTIVIA

Universal Declaration of Human Rights
https://www.un.org/en/documents/udhr/
Fundamental Principles on Occupational
Health and Safety: http://www.ilo.org/wemspb/
groups/public/@dgreports/@dcomm/@publ/doc-
uments/publication/wcms_093550.pdf

il

Employees in Podestd, Argentina

6.5 Management of suppliers

We give preference to local suppliers when
purchasing materials and services for
Mexichem plants, as long as they meet quality
and service standards and their price range is
competitive.

In 2012, 70% of orders in the Chlorine-Vinyl
Chain were given to local suppliers, and gener
ally 90% of labor hired for services is from lo-
cal contractors. We define local suppliers as
those who are geographically near our facilities
or within the same state. In the Fluorine and
Integral Solutions Chains, the proportion spent
on local supplier purchases is about 68%. The
suppliers selected are, in any case, those who
demonstrate commitment to environmental
and social responsibility. EC6

6.6. Product Stewardship

All of our main products are subject to evalua-
tion in order to identify improvement opportuni-
ties and reduce health and environmental risks.
This evaluation focuses on all stages of a prod-
uct’s life cycle: supply, storage, distribution, use,
and final disposal. PR

In the Fluorine Chain, the supervision of fluo-
rite includes the handling, transportation, and
use of the mineral as a metallurgical-grade flux
and as acid grade for fluorite. In the Chlorine-
Vinyl Chain, the supervision of salt includes
the handling, transportation, and use of the



ORDERS IN THE CHLORINE-
VINYL CHAIN

ASSIGNED TO
LOCAL SUPPLIERS

ORDERS IN THE FLUORINE
AND INTEGRAL SOLUTIONS

CHAINS
b

ASSIGNED TO
LOCAL SUPPLIERS

chlorine-soda in salt. In both cases, the mineral
is incorporated into the new product formed,
and the waste generated from the chemical
transformation of the material is used for fill
and compacting material. VI\VI11 Third parties
are responsible for the transportation of prod-
ucts and other goods such as some raw materi-
als and secondary materials used by Mexichem
to carry out its operations and for transporting
the labor force.

6.6.1 Compliance with regulations or
voluntary codes

From 2008 to the present, Mexichem has
met the requirements of the European regu-
lation REACH (Registration, Evaluation, and
Authorization of Chemicals) for all substances
produced or imported by subsidiaries in its
Fluorine and Chlorine-Vinyl Chains. We com-
plied with the preregistration of more than

55 substances and finalized the registration
of eight that were classified as priority sub-
stances under this regulation. In this process,
because it possessed the greatest information
available on the risks of the substances to be

Employee with PVC resin in Tlalnepantla, Mexico

registered, Mexichem Fluor in the UK led reg-
istration consortiums for various fluorine com-
pounds, and it helped fill in the gaps in the
investigation and knowledge of risks to docu-
ment the registration files. In 2012, Mexichem
made progress in incorporating the information
to complete the registration of a second group
of substances that have a deadline of 2013.

The content of the labeling and the Mexichem
Material Safety Data Sheet is adjusted to the
specifications of the laws and regulations of
each country, including information relative to
the chemical composition of the products; a
description of the product’s physical properties;
recommendations for handling, storage, and
safe use; and proper disposal practices. PR3

The Chemical Safety Reports on the sub-
stances already registered, which include
exposure scenarios and complete informa-
tion for REACH files, can be consulted by vis-
iting the website of the European Chemicals
Agency (ECHA) at: http://echa.europa.eu/web/
guest/regulations/reach.
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Mexichem has risk information that is avail-
able to all interested groups (“Answers to
Frequent Questions on PVC"), which collates
the findings of the most recent evaluations of
the life cycle of its primary applications, includ-
ing risks to health and the environment. Visit:
http://www.mexichem.com.co/CloroVinilo/
ResinasColombia/english/pvc_sustentabilidad.
html

During 2012, there were no recorded incidents
of failure to comply with regulations or volun-
tary codes related to the impact of our prod-
ucts or services on health and safety. PR2

6.6.2 Development of safer, environmentally
sound products

Some of the highlights in this area are de-
scribed below for each of our chains:

Chlorine-Vinyl Chain: Evaluation of alternative
plasticizers for PVC to incorporate them in the
company's portfolio.

Fluorine Chain: Mexichem Fluor supports
global regulation to limit and reduce the poten-
tial growth of hydrofluorocarbon (HFC) emis-
sions. Responding to the need to reduce its

environmental impact, Mexichem Fluor is
developing a new generation of refrigerants
that maintain the excellent properties of HFCs,
but with less potential of contributing to cli-
mate change, although they are not yet avail-
able commercially.

Integral Solutions Chain: In 2012, Mexichem
acquired the multinational Wavin, whose tech-
nology made it possible to broaden the port-
folio of Mexichem products and introduce to
Latin America bi-axially oriented piping and
“trenchless” solutions, as well as other tech-
nologies that contribute to the conservation
of resources and the reduction of environ-
mental impacts. Several years ago, Mexichem
replaced the lead-based stabilizers used in its
manufacture of pipes with more environmen-
tally sound alternatives, such as organic cal-
cium and zinc salts and tin stearates. PR1

6.6.3 Product information

Mexichem provides personal technical assis-
tance to its clients or users when they require
help or additional information regarding
product safety and handling, including informa-
tion that supports its use in critical applica-
tions, such as products that must be in

Employees in Tlalnepantla, Mexico
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contact with substances destined for human
consumption, or any other client need for
business purposes. PR3 There were no
recorded incidents of failure to comply with
regulations related to product information or
labeling during the period covered by this
report. PR4

6.6.4 Customer health, safety, and satisfaction
We conduct periodic surveys to measure cus-
tomer satisfaction. The survey includes a rat-
ing for the client’s overall level of satisfaction
with Mexichem.

Chlorine-Vinyl Chain, customer surveys are
given to evaluate the following elements:
1. Product characteristics
2. Service

a) Communication

b) Logistics

c¢) Technical support

d) Response to complaints

Fluorine Chain, customer satisfaction
surveys cover the following items:
1. Product characteristics

a) Service

b) On-time delivery

c) Quantity

Integral Solutions Chain, surveys evaluate the
following aspects:
1. Service

a) Punctuality

b) Quality and on-time delivery

c¢) Frequency of visits from vendors

d) Variety of products offered

e) Technical assistance

The survey results show customer satisfac-
tion ranging between 88% and 98%, versus a
maximum of 100%. PR5

Mexichem Wavin, plants in Buk, Poland.

6.6.5 Marketing communications

All information, including marketing com-
munications, published by the company

must comply with the policies document-

ed by Mexichem'’s legal department and the
Department of Investor Relations. Regulation
specialists from each country in which we oper
ate review the local communications to ensure
that they comply with local laws and regula-
tions, in accordance with Mexichem'’s policies
and Code of Ethics.

Some of the products that Mexichem manu-
factures have been the subject of controver
sies with certain stakeholders because of the
supposed or real risks to health or to the
environment. Mexichem continues to pro-
duce and promote sales based on the best
scientific information and risk assessments
available, endorsed by regulations that accept
the safety of these products in their various
applications. PR6

No incident of failure to comply with regula-
tions regarding communications, marketing,
publicity, and sponsorship was identified during
the reporting period. PR7

6.6.6 Client privacy

During 2012, there were no incidents of fail-
ure to comply with regulations related to sales
communications, nor were there claims from
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clients related to privacy or leaks of personal
information. PR7 PR3 Therefore, we were not
fined for any noncompliance in the provision
or use of our products. PR9

6.7 Contribution to social progress

6.7.1 Responsibility to our communities

We established the following guidelines in

our relationship management strategy to

strengthen our interactions with the commu-
nity and support the continuity of projects
undertaken:

* We respond to priority needs in areas
related to the company’s interests.

* \We establish partnerships with public and
private organizations to increase the scope
of our efforts.

* \We guarantee tangible results by defining
and monitoring the indicators on every
project. 4.16

The program called Redoubling Efforts for My
Community, allows each Mexichem plant to
evaluate its impact on the community in which
it operates and to identify that community’s

Children in school in Delta, Argentina
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needs. Mexichem cooperates with local and
regional governments to develop projects to
meet those needs and handle the impacts.
The local or regional governments contrib-
ute 50% of the resources, while the oth-

er 50% is contributed by Mexichem and its
employees. The core program areas include
Housing, Safety, Health, Education, Ecology,
Culture, and Outdoor Recreational Activities.

THIRD EDITION
KALUZ FOUNDATION
GRANT

]

THOUSAND PEOPLE

DIRECTLY BENEFITED

AND ONE HUNDRED
THOUSAND INDIRECTLY

/]

PROJECTS
PRESENTED BY
MEXICHEN T0 OBTAIN
THE GRANT

6.7.2 Achievements driven by the

Kaluz Foundation

Redoubling Efforts for My Community is the
guiding principle of the programs that the Kaluz
Foundation supports. The foundation identi-
fies and supports social responsibility initiatives
that benefit communities through mechanisms
such as the Kaluz Foundation Grant, which en-
courages projects that are undertaken jointly
by companies in the group, their managers and
employees, the corresponding governments,
and the community itself.

In its third year, the 2011-2012 Kaluz Foundation
Grant supported projects that have benefit-

ed more than 37000 people directly, and more
than one hundred thousand indirectly.

Mexichem competed to obtain grants for 21
projects that are either in progress or com-
pleted. These projects were led by employees
from various operating units in different coun-
tries. The participating projects are described
in the table on pages 36 to 39.

6.8 Awards, certifications,
and distinctions 2.10

Certification on ISO 9001 ¢ ISO 14001
OHSAS 18001 ¢ Clean Industry e Baxter ®
Kosher © NSF ¢ SARI ¢ [S=22000 ¢ Socially
Responsible Company ¢ Safety Self man-
agement ¢ |contec  INEN quality seal ®
INASSA seal ® Environmental Leadership

for Competitiveness ¢ Family Responsible
Company ® Recognition by the Chlorine
Institute on Safety ® Environmental Voluntary
Compliance ® Work Safety and Health level 3



Operations Scheme

REDOUBLING EFFORTS FOR MY COMMUNITY

Participation of the government
0,

Participation of the employees

o s e e

Community Impacts

¢ Union Pacific (Pinnacle Award) in product
safety © Festival Caribe Campanfa Vilcabamba:
Silver Award and Bronze Award ¢ Effie Silver
Award and Cannes Lions © Sustainable
Colombia 2012 Gold Seal Environmental
Responsibility Award © Commercial Merit
Award, Elite Category of the District
Environmental Excellence Award - PREAD
2012 ¢ Kaluz 2012 Award in the Home cate-
gory © Excellence Award in Work related risks
e Clean Industry Certification granted by the
Environmental Authorities of Mexico

Vv

SO 9001: Quality Management System

[SO 14007: Environmental Management
Systems

ISO 22000: Food Safety Management System
OHSAS 18007: Occupational Health and Safety
Management Systems

NSF: NSF International is an independent and
objective nonprofit organization, dedicated to
product testing and certification, and it estab-
lishes global performance standards for a wide
variety of products for home and industry
SARI: Responsible Care® Management
System, granted by the National Association of
the Chemical Industry in Mexico

ICONTEC: Colombian Institute of Technical
Standards

NORVEN: Certifier of final product quality in
Venezuela

SEDAPAL: Potable Water and Sewage
Services of Lima
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Summary of social initiatives for community development and participation, 2012 4.12, 4.16, SO1.

Project name: Improvement of children’s education

Chain / plant: Integral Solutions / Pavco de Occidente, Guachené, Colombia

Benefited community: Guachené, Cauca

This project is a partnership between the municipal government, PAVCO, UNICEF, and the community of Guachené. The purpose
of the project is to improve conditions and guarantee a better quality of education for children in the neighborhood around the
PAVCO plant. The project proposes designing an infrastructure to create learning spaces that respond to children’s needs and to
improve school hygiene and sanitary conditions, which will generate additional benefits for the children’s families. This project will
be accomplished through a training process and improvement of school infrastructure (teaching materials provided by UNICEF).

Project name: Safe sanitation in rural communities

Chain / plant: Integral Solutions / Pavco de Occidente, Guachené, Colombia
Benefited community: Guachené, Villa Rica, and Puerto Tejada

Construction of community wastewater treatment systems and bathrooms in the rural area of the municipality of Guachené,
Villa Rica, and Puerto Tejada, Department of el Cauca, so that families and schools in the rural area of Guachené and the other
municipalities have systems that will allow them to safely handle wastewater, including excreta and detergents, to prevent
diseases such as acute diarrhea, parasitism, and dengue, which affect mainly children in the region.

Project name: Coco Arte: Teaching vulnerable young people how to become artisans
Chain / plant: Integral Solutions / Mexichem, Colombia (Pavco) Colombia

Benefited community: Ciudad Bolivar, Altos de Cazuca

This project will train young people how to create handcrafted pieces, accessories, and ornaments. The project aims to reuse
organic materials and give the participants training to develop business initiatives.

Project name: Archery in poor schools in Medellin
Chain / plant: Integral Solutions / Mexichem Colombia (Pavco) Colombia
Benefited community: Least favored sectors of the population

Archery is a sport that requires intense concentration. Practicing archery contributes to physical development, promotes a
healthy lifestyle, and helps improve academic performance. This project seeks to promote this sport by training eight groups
of people in one and a half hour practices, twice a week, for six months. In addition, a tournament is planned at the end of
the training process.

Project name: Follow-up on the “Water guardians” project
Chain / plant: Integral Solutions / Mexichem Costa Rica

Benefited community: San José metropolitan area

Renovate the water-conduction systems in three educational centers from the months of September 2011 to
July 2012.

Project name: Building Dreams Together

Chain / plant: Integral Solutions / Mexichem Honduras
Benefited community: La Nueva Esperanza community, Puerto Cortés

i

Habitat for Humanity has a project in the department of Puerto Cortés called New Hope. This project will benefit 100 families
through subsidized housing, with long-term, nominal-rate financing. However, there are approximately 25 families located in
the center of the project surrounded by the community, and because of their economic situation, they could not participate

in this program. Mexichem Honduras built alliances with the local government, NGOs, private and public companies, and the
neighboring community, including the recipients, to help those 25 families. In this phase, the company will help 10 families (50

people).
v



Project name: Rainwater management
Chain / plant: Integral Solutions / Mexichem Guatemala
Benefited community: Community of Monte Carlos and nearby areas

This project will prevent flooding problems by directing rainwater to the ground where it will stay in the water table for reuse in
the community. This will prevent having to channel the water toward nearby canyons, thus avoiding the transfer of the problem
to other communities. This project complements an integral solution, the completed Sewage Water Management system.

Project name: Incorporating children from the Panorama community in an art workshop for employees’ children lo
Chain / plant: Integral Solutions / Mexichem Ecuador (Amanco Plastigama) -
Benefited community: Community of Panorama, Canton Duran

Participating in drawing and theater workshops allows children in the community to develop their innate artistic talents. The
project also helps strengthen relationships with our closest neighbors.

Project name: Educating values for life

Chain / plant: Integral Solutions / Mexichem El Salvador
Benefited community: San Luis La Herradura

This project seeks to train middle school and high school teachers to teach values through interconnecting themes in ed-
ucation, incorporating them into the curricula so that these values become part of their students’ daily lives. The project
also expects to train students to become leaders in their communities who will then promote good practices and values.
Workshops on values in each theme will be given to teachers and young student leaders, to lay the groundwork and supple-
ment the teachers’ work.

Project name: Amanco and SENAI: Removing barriers and training hydraulics specialists in the communities

Chain / plant: Integral Solutions / Mexichem Brazil
Benefited community: Urban and rural

The Amanco and SENAI project was established to respond to one of the biggest deficiencies in the civil construction mar-
ket in Brazil: the training of labor. It was developed jointly to promote training of hydraulics installers in the 27 states in Brazil
and to ensure, through SENAI certification, in combination with Mexichem Brazil, the development of professionals in this
sector of civil construction, taking the basic principles of sustainability into account in the training.

Project name: Educational and sports activities for the children of Pasacaballos
Chain / plant: Chlorine-Vinyl / Mexichem Resinas, Colombia
Benefited community: Pasacaballos, district of Cartagena

This program educates and provides a positive impact on children and their families through a children’s soccer competition,
encouraging a better use of free time, family integration, and the overall development of Pasacaballos children.

Project name: Developing skills to handle chemical products in everyday life

Chain / plant: Chlorine-Vinyl / Mexichem Derivados Colombia
Benefited community: Cajica

Chemical companies are part of the community of Cajica. Young people, when completing middle school, need to start pre-

paring to work in these companies, or begin technical or professional studies that in some cases will be related to industry or
chemistry. Mexichem Derivados Colombia seeks to foster an understanding within the community of the activities and ben-

efits of the chemical industry, how to react in case of emergencies that involve chemical substances, and to understand the

uses of these substances and their potential. Therefore, students are prepared so that it might be easier in the future to find

work in this type of company and to participate in local emergency-care committees. The project includes two 10th-grade

courses of 30 students each year at the local departmental school and practical workshops in these subjects. '

]



Project name: Lago del Niino (Lake of the Child)
Chain / plant: Chlorine-Vinyl / Mexichem Resinas Vinilicas, Mexico
Benefited community: Xicohtzinco, Tlaxcala

For many years, natural reserves have continued to be abandoned in the state of Tlaxcala. Various areas have been devastated
by people’s irresponsible actions; therefore, we could not sidestep the opportunity to be a positive influence on the environ-
ment. The “Lago del Nifio” is a space that was forgotten for such a long time that it became a swamp. Lilies and trash preven-
ted it from being used as a recreational center for the estimated 12,500 people living in the area of Xicohtzinco. The phases

of rehabilitation were: 1) Direct participation of area residents, sweeping and cleaning; 2) intervention with specialized heavy
equipment and machinery; 3) securing the newly protected area and refurbishing the park for recreation and leisure visitors; 4)
stocking fish in the lake, and planting trees and vegetation strategically; and 5) creating a guard network.

Project name: For the healthy development of children in the community
Chain / plant: Chlorine-Vinyl / Mexichem Resinas Vinilicas and Mexichem Compuestos, Mexico
Benefited community: Colonia Lazaro Cardenas, Altamira, Tamaulipas

We continue to work on fixing the green areas of the Lazaro Céardenas neighborhood in Altamira, Tamaulipas.

Project name: Ecology tournament
Chain / plant: Fluorine / Mexichem Flaor, Mexico
Benefited community: Matamoros, Tamaulipas

Mexichem organized the Second Ecology Tournament for employees’ children and students from schools in the neighboring area to
promote the care and protection of the environment, with activities such as reforestation and raising awareness through videos, con-
ferences, painting, and contests focused on promoting environmental care. The purpose of the tournament is to teach children to live
in harmony with wildlife—flora and fauna—in addition to encouraging an atmosphere of family unity among our employees.

Project name: Quality Schools
Chain / plant: Fluorine / Mexichem Fluor, Mexico
Benefited community: Community of Ejido las Rusias, Matamoros

Over the years, Mexichem has annually provided financial and in-kind support for improvements in school facilities, which has been
well-spent in the construction of new spaces or maintenance of existing buildings. The opportunity for students to have these bet-
ter facilities will undoubtedly allow them to make better progress in their classes. For this Quality Schools Program, the government
matches 50% of the funds raised by each participating school. Mexichem Fluor, in addition to giving a donation, verifies that the re-
sources donated to the school are properly applied to the projects and assists in their opening.

Project name: Junior high school in La Salitrera
Chain / plant: Fluorine / Mexichem Flaor, Mexico
Benefited community: Municipality of Villa de Zaragoza, San Luis Potosi

Project name: Building the Future of La Salitrera Together
Chain / plant: Fluorine / Mexichem Flaor, Mexico
Benefited community: Municipality of Villa de Zaragoza, San Luis Potosi

This program offers support for low-income families in the community of La Salitrera and neighboring towns who need support
to improve their quality of life. It seeks to provide a stable, do-it-yourself program to help participants build or improve their own
homes with concrete bricks that they make themselves. Blocks are provided for building, modernizing, expanding, and modi-
fying rural housing. Mexichem Fluor hires the supervisor and provides the facilities, machinery, raw materials, and training. The
community provides labor for making their own bricks, as well as a token payment to “buy” the bricks, thus making the pro-

gram sustainable. '

3



Project name: Agriculture in the community of Santa Catarina
Chain / plant: Fluorine / Mexichem Fluor, México
Benefited community: Community of Santa Catarina, San Luis Potosi

This project benefits 58 families by irrigating 130 hectares of land with seasonal irrigation.

Project name: Construction of a sustainable junior high school
Chain / plant: Fluorine / Mexichem Fluor UK, United Kingdom
Benefited community: Saughall, Chester

Construction of a new junior high school with a self-sustainable, environmentally friendly design to support quality education
for 280 young people. The project required closing two schools and transferring those students to the new buildings without
them losing school days. We are working on the finishing touches, including designing the gardens and courtyards.

Project name: Supply of uniforms for a school in Nairobi, Kenya
Chain / plant: Fluorine / Mexichem Flior UK, United Kingdom
Benefited community: Dagoretti Slum, Nairobi, Kenya

Mexichem donated 2,000 uniforms to Mahali Pa Watoto students in a neighborhood of Nairobi, Kenya. The school was
built with donations at a fraction of the original cost estimate for its construction. Funds are also being raised to help
expand the school.

= 9 A
%% Education Ecology *‘ Recreation & Culture W Health Housing

Children in Bogotd, Colombia
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Planta Coatzacoalcos en México gt~

, environmental

DIMENSION

Mexichem is committed to environmental protection . Our actions to
help protect the environment are focused on minimizing the local im-
pact of our production plants, valuing our surroundings, and imple-
menting initiatives that contribute to improving the quality of life of
communities in environmentally important zones and to preserving
those areas.

Mexichem has initiated a strategy to develop a formal planning sys-
tem that defines strategic objectives, aligns operating goals, and mea-
sures and evaluates triple-bottom-line performance, which ensures
compliance with GRI requirements and approves good sustainability
practices at Mexichem, incorporating the talent of our employees at all
operating sites.



Sustainability Management

CEO
Directors’ Committee

Environmental
Corporate Manager

Sustainability Coor
dinator (Mexico)

Eco-efficiency
Corporate Coordina-
tor (Mexico)

Product Stewardship
Corporate Coordinator
(United Kingdom)

External
Auditors

Communication
Strategy
Human rights

Report design

Communication
Human resources
Health and safety
Transportation
Technology

Internal
Auditors

Plant Directors
and Managers
(89 sites)

Biodiversity Cor
porate Coordinator
(Mexico)

Shared Value Corporate

Change Manage-
ment Coordinator
(Brazil)

The strategy includes the following aspects:
communication with stakeholders; innovation;
eco-efficiency; energy efficiency; alternative
sources of energy; biodiversity and protec-
tion of vulnerable ecosystems; social proj-
ects in communities (identify impacts, meet
needs in items associated with Mexichem);
training; human rights within the company;
restoration or restitution of possible negative
impacts; research and development for safer
products; practices for shared value at busi-
ness units (copy successful cases); support
for training groups for ongoing improvement
and innovation.

Initiatives to mitigate environmental impact:
e Optimizing the use of water and energy
e Reducing industrial waste

e Controlling atmospheric emissions

Coordinator (Colombia)

Climate Change
Corporate Coordina-
tor (Netherlands)

e Designing plans to protect biodiversity, sail,
surface water, and aquifers

e Conducting research and development to
design and produce safer and more envi-
ronmentally sound products. EN26

7.1 Impact of new plants on
environmental performance

In 2012, Mexichem acquired Wavin, a leader

in the production of plastic pipe systems

in Europe. The combination of Wavin and
Mexichem has made us the global leader in
plastic pipe systems and solutions, based on

a combined history of innovation and com-
mitment to customer service. Both compa-
nies will benefit from a highly complementary
geographic presence, product portfolio,
research and development, and business lines,
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Environmental Projects 2012

TAMAULIPAS

® Energy savings
projects

® |[mprovements
to wastewater
treatment plant

® \Wastewater
treatment plant

ESTADO
DE MEXICO

e Plasticizer dis-
charge contain-
ment trenches

* Protection against
spills from tanker
cars and pipeline
discharges

SAN LUIS

POTOSI

e Storage area
construction
for waste
management

and together, we will be prepared for future
growth through consolidation and expansion
into new markets.

The Fluorine Chain acquired the manufacturer
known as Fluorita de México. With this acqui-
sition, Mexichem will have access to fluorite
with the highest level of purity in the world,
which guarantees the viability of its opera-
tions in England as well as in Asia for the com-
ing years. This integration is part of a series

of investments for the production of a new
generation of refrigerants that are more envi-
ronmentally friendly.

The impact of this acquisition on our envi-
ronmental performance is reflected in the in-
creased consumption of raw materials, natural
gas, and water. The consumption of electricity
also increased as a result of the integration of
a significant manufacturing operation.

7.2 Investments in environmental projects

In 2012, we made investments in environmen-
tal projects in the amount of USD9.2 million,

LY

TLAXCALA

e Upgrade to more
energy efficient
lighting

U

COLOMBIA

e Sludge treatment for
PVC resin recovery,
to reduce solid waste
disposal

PERU

e |nstallation of
soundproofing
for exterior noise
reduction

mainly in activities to optimize and save en-
ergy, and also in water treatment systems,
protection against chemical spills, noise reduc-
tion, and handling of industrial waste. EN30

7.3 Use and consumption of natural
resources and materials

The basic raw materials used to manufac-
ture Mexichem products are essentially salt
(sodium chloride) and fluorite (calcium fluo-
ride). These two raw materials are obtained
through extraction processes in the mines the
company owns in Mexico. The remaining raw
materials are basic chemical products, petro-
chemicals, commodities, and auxiliary chemi-
cal products. EN1

During 2012, we resumed extracting sulfur
from our plant in Veracruz, Mexico. The mining
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was reexamined, and zones with better
accessibility to the mineral were detected to
improve ecoefficiency of the operation.
Mexichem is reforesting as compensation for
the environmental effects of clearing the land
to access drilling areas. EN26 This operation
has a closing plan that includes the environ-
mental recovery of the site for a 20-year
period. MM 10

Employee with students in Runcorn, United Kingdom
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We have progressively increased our consump-
tion of materials during the past few years be-
cause we have more plants and, therefore, a
greater demand for materials.

Our industrial recycling rate is 10%, on aver
age. The best performance is in our Integral
Solutions Chain, where out-of-specification PVC
waste is recovered and reintegrated into pro-
cessing, thus closing out the product life cycle.
EN2

74 Efficient use of water and energy

Energy consumption

The main sources of energy Mexichem con-
sumes are electrical energy and natural gas.
Most of the energy we use comes from elec-
tricity provided by outside companies. We
also use gas, diesel, liquefied petroleum gas
(LPG), and, to a lesser extent, steam, which
we purchase from a third party. Our suppliers
generate the energy we consume with ther
moelectric, hydroelectric, coal-generated elec-
tric, geothermal-electric, wind-generated
electric, nuclear-generated electric, and bio-
mass plants. EN4
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We have done a lot to improve our energy ef- savings. The data reflect greater consumption
ficiency through investments in process tech- resulting from an increase in the number of
nology and conservation strategies, which have  plants and a growth in the volume of global pro-
generated economic savings, competitive ad- duction, while the consumption of electrical en-
vantages, and market differentiation. In 2012, ergy obtained from third parties in 2012 was
Mexichem continued its efforts to reduce en- 21% more than the previous year. EN4

ergy consumption and achieve concomitant

Sustainability Committee members



Water consumption in our operations
(cubic meters) EN8

Surface Ground- Total water
water water extracted
2007 6,414,535 627,393 7.041,928
2008 5,861,867 936,159 6,798,026
2009 6,214,158 600,757 6,814,915
2010 8,604,753 1,604,036 10,208,789
2011 10,082,410 1,864,472 11,946,382
2012 11,422,723 3,153,909 14,576,631

We do not know of any water sources that have been significantly
affected by the extraction of water for use by Mexichem.

We currently recycle and reuse 54% of the water that we utilize,

mainly in the mineral concentration processes at our fluorite mine.

In this way, only 46% of the water used is “first-use” water.

Burning fossil fuels such as natural gas is a
significant source of GHG emissions. Con-
sumption of natural gas for power genera-
tion in our plants is directly related to the CO,
emissions generated directly by our compa-
ny. Our direct energy consumption of natural
gas in 2012 was 21% higher than the previ-
ous year, due primarily to a greater number of
production operations and the consequent in-
crease in production. EN3

Mexichem is evaluating the use of renewable
sources of energy to ensure the sustainabili-
ty of its operations. The Altamira plant, which
is dedicated to the production of PVC resins in
Mexico, it currently produces 62% of its elec-
tric energy by cogeneration. In Coatzacoalcos,
Mexico, where the main Mexichem plant pro-
ducing chlorine is located, we are considering
a study on the viability of using alternative en-
ergy sources in these plants, including wind
power and solar energy. EN6

Greater savings will depend on both the
construction of the cogeneration plant in

Water recovery in our operations
(cubic meters)

Recycled and re-
used water (m?¥/

Recycled and reused
water (as % of the

year) total extracted)
2007 5,675,623.7 80
2008 5,917573.6 87
2009 5,603,900.1 82
2010 5,417633.0 53
2011 7592,879.0 63
2012 10,899,117 54

All Mexichem plants have facilities to treat wastewater prior to dis-
charge. The treatment meets and exceeds the standards required
by legislation in each country in which we operate. The return of
treated water to surface bodies, municipal drainage, and seep-
age was 8,954,262 m®. This number includes runoff water collect-
ed during the rainy season in the plants that have artificial dams

or vessels. In conducting a total soil-water balance, we did
not quantify losses from evaporation or natural collection of rain-
water in our tailings dam, which could change our water figures by
up to 15%.

Coatzacoalcos, Mexico, and the imple-
mentation of alternative energies, such as
the installation of solar panels for supply-
ing energy to the lighting network planned
for the Coatzacoalcos and El Salto plants
as well as for the administrative headquar
ters in Tlalnepantla, Mexico. In 2012, an en-
ergy savings of 1.4% was achieved thanks
to conservation programs and improve-
ments in operating efficiency. EN5

Actions taken to save energy included: shut-
ting down processes during peak use hours to
save energy, installing thermal covers on extru-
sion machinery, insulating chilled water piping
to save energy, and using on-site power gener
ators during peak use hours. EN7 EN18

Other investments implemented at
Mexichem plants to save energy include
increasing the number of electrolytic dia-
phragm cells to reduce current flow in the
production of chlorine-soda; exchanging elec-
tric motors for high-efficiency ones, replacing
incandescent bulbs with energy-saving bulbs,

L



increasing the efficient use of hydrogen by
improving compressors, changing the packing
in the cooling tower cells, and installing more
efficient cold water equipment. In addition,
we implemented operating practices such as
reduction in line equipment and in the num-
ber of ventilators in the cooling towers during
the winter months. EN7

Water consumption

Water represents an indispensable resource
for mining operations, processing, and oper-
ation at Mexichem. Most of our plants have
closed-loop circuits, and all of our plants oper
ate wastewatertreatment systems. These sys-
tems recover more than 54% of the water
used. Mexichem seeks to extend the recircu-
lation and reuse of water to all of its plants to
help reduce water consumption and mitigate
the risks of water shortages. This will also pre-
vent possible punitive or regulatory actions by
authorities that manage this resource in the
countries in which we operate. EN26, EN10

Employee in PVC pipe processing in Guayaquil, Ecuador

4

The consumption of first-use water in 2012
was 14,576,631 m?®. The extraction of water
from surface water bodies was 78%; 22%
was extracted from aquifers. This means that
78% of the water consumed by Mexichem is
a product of the runoff generated by the wa-
ter cycle into rivers, lakes, creeks, and water
vessels. Therefore, there is a natural replen-
ishment of these water supply sources. Only
22% comes from the extraction of ground-
water, where natural replenishment is more
complicated. EN8

75 Controlling emissions and

industrial waste

Mexichem continuously or periodically moni-
tors emissions of gases and particulates at
all of its facilities to guarantee the health and
safety of its employees and the neighbor
ing communities, as well as to protect the
environment.
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Greenhouse gas emissions

Mexichem has been recording GHG invento-
ries at its operations since 2007, and records
direct and indirect emissions related to the
consumption of electrical energy. These emis-
sions are calculated based on the meth-
odology of the World Resources Institute
(WRI) and the World Business Council for
Sustainable Development (WBCSD), also con-
sidering emission factors from the Federal
Electricity Commission (CFE) reported in the
GHG program of Mexico (www.geimexico
.org/) and the International Energy Agency's
“CO, Emissions from Fuel Combustion”

2010 edition. The values from 2007 to 2012
have been recalculated per the criteria from
the WRI, the WBCSD, and the International
Energy Agency factors. This calculation
includes the values of NOx emissions and the
consumption of fuels such as natural gas, LP
gas, diesel, and gasoline, in both fixed as well
as movable sources, converted into equiv-
alent tons of CO,. EN16, EN17 In 2012, the
combined emissions of NOx and SOx were
equivalent to 351.7 tons. EN17 EN20

GHG indirect emissions
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Mexichem'’s GHG emissions have also been
affected by the acquisition and incorpora-

tion of new plants and companies. The levels
reached in 2012 reflect the acquisition of PVC
pipe systems production plants in Europe and
China, as well as a fluorite mine in Mexico.

Our plants will continue to implement various
plans for eco-efficiency in our processes, up-
dating technology, and evaluating alternative
options for renewable energy. EN18

Management of industrial waste

We manage waste that, although not consid-
ered hazardous, requires special handling. This
waste includes tires, glass, plastic, paper, card-
board, biodegradable organic material, wood,
and others. Some of this waste provides value
through reuse, such as wood, cardboard, pa-
per, and industrial oils used as fuel in cement
plants. Other types of waste, such as plastics,
can be recycled.
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In 2012, we managed a total of 47830 tons of
waste. Ninety-nine percent was nonhazard-
ous waste, and 1% was considered hazardous
waste. The disposal methods used were 80%
sanitary landfill and compacted waste cells;
2% incineration; 17% reuse and recycling; and
1% industrial containment.

In some cases, waste that results from indus-
trial operations such as subproduct process-
ing, requires special handling. Mexichem has
established procedures for this class of waste
that delineates its sustainable use and/or final
destination, such as road paving, fill, and com-
pacting materials. EN22

Of the packing materials used in the distri-
bution of Mexichem products, such as paper
bags or industrial plastics, pallets, and con-
tainers, 12% are recovered at the end of their
useful life. EN27
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The hazardous waste generated by Mexichem
operations is handled locally in temporary
warehouses and is subsequently sent either
to controlled confinement sites or for stabiliza-
tion or recycling treatment, in compliance with
the environmental regulations of each country.
In 2012, Mexichem did not transport any haz-
ardous waste internationally. EN24

Hazardous waste transported locally for treat-
ment and disposal in confinement sites

In 2012, there were four accidental spills of
chemical products (two spills occurred in
Mexico and two in Colombia), representing
a total of 16 m3. Mexichem plants have spe-
cific plans and trained personnel to handle
accidental spills, both inside our operations
as well as during transport. Therefore, these
accidents and their impacts were efficiently
controlled, and the materials were recovered
or neutralized, preventing any impact to the
environment. EN23, EN24



Generation and handling of tailings and
waste-rock dumps

None of the mining operations are conducted
in or adjacent to indigenous communities.
The federal government grants a concession
for the lands that have been evaluated by the
Mexican Geological System, and the land is
privately owned or is owned by communal
farms. The land used for mining operations is
regulated through a land lease contract with
the communal landowners. MM5 No conflicts
exist with respect to use of the land, because
the concessions have been granted by the
Mexican government for extraction of miner
als, thus avoiding any controversy related to
land use. MIM6, MIM7

In 2012, Mexichem suspended operation in all
of its mines and processing plants that are run
by a small group of individual miners by mutual
consent, as they did not agree to adhere to
Mexichem's safety and environmental protec-
tion measures and standards governing mining
operations. MM8 The families of these miners

Ribeirao das Neves, Brazil

were not relocated, as there were no settle-
ments on Mexichem land. MIM9

7.6 Compliance with applicable environ-
mental regulations

Mexichem received no fines or was assessed
no fines or sanctions for failure to comply with
environmental regulations during 2012. EN28
Nor did Mexichem cause any significant envi-
ronmental or logistical impacts as a result of
the transportation of products or personnel
during the year covered by this report. EN29

We have adopted a precautionary approach
for our products destined for the medi-

cal and food industries. The Food and Drug
Administration (FDA) validates our new raw
materials by performing physicochemical, bio-
accumulation, cytotoxicity, microbiological,
melamine, metallothionein, genetic, and bio-
availability tests. 4.11
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Water dam, fluorite mine in San Luis Potosi, México

7.7 Protection of vulnerable ecosystems
and biodiversity

Protected or restored habitats

Mexichem owns areas of land in Mexico
where it carries out mining and ore pro-
cessing operations for nonmetallic min-
erals such as fluorite and salt, located in
zones where there is significant biodiver-
sity. In 2007 Los Alamos, was declared by
SEMARNAT to be a protected area of the
Biosphere Reserve of the Sierra Gorda,
Guanajuato. Without causing any damage
to the reserve, this site functions as an area
where fluorite is extracted from waste dis-
carded by operations prior to Mexichem
coming into the zone in 2008. EN11

Mexichem'’s biodiversity strategy is centered
on its fluorite-mining operations, which may
have an impact on the environment. This strat-
egy has three areas of focus:

il

1. The operation itself, which reduces the vol-
ume of waste available in the zone, com-
plying with the regulations established by
the SEMARNAT and the Mexican General
Law for the Prevention and Integral
Management of Wastes; and

2. Not altering the ecosystem through opera-
tion of the mine, as this activity consists of
recovering fluorite from waste material pre-
viously used; and

3. Implementing a plan for the recovery and
protection of biodiversity in the zone. EN13

Strategies and actions to limit negative
impacts on biodiversity

The most significant impacts from Mexichem'’s
mining operations are:

e Generation of waste and tailings

e Alteration of the ecosystem

e Effect on biodiversity EN12, EN14

We perform environmental impact studies to
identify activities that are necessary to con-
trol risks and impacts on biodiversity, such
as the following: EN14



Focus Actions

Species that inhabit e Monitoring

the region
Quality of air and water e Monitoring

Waste

Communities

¢ Recording events related to each species

e Ensuring the proper management and the best possible recovery of waste

e Supporting organizations that preserve biodiversity

e Establishing efficient communication channels with stakeholders

Invasive species * Monitoring and control

. .
Native vegetation Reforesting

Physical,
chemical, and
temporal dimension

e Toxicity studies

Subject to special protection  Threatened species

RioVerde  Skunk Spilogale
pygmaea
Golden
. Barrel cactus Ferocactus eagle
Alamos .
(Cactus) Histrix
Sparrow
Vill logal
illa de Skunk Spilogale
Zaragoza pygmaea

Endangered species whose habitats

are located in areas affected by our

operations EN15

Mexichem is concerned about those species
found in the areas where its mining installa-
tions were built. Therefore, we think it impor
tant to understand the species and determine
their level of risk. In this process, a total of

six species have been identified, with differ
ent levels of risk of extinction, according to
the National Commission for Knowledge and
Use of Biodiversity (CONABIO): two vulnera-
ble species, two threatened species, and two
critically endangered species. These species
can be found in the areas of one mine and two
fluorite-processing plants in Mexico: Villa de
Zaragoza and Rio Verde in San Luis Potosi; and
Alamos de Martinez in Guanajuato.

¢ Follow-up and control of the restored population density

e Study of physical and chemical indicators

e Study of bioindicators of environmental health

Endangered species

Crotalus
Rattlesnake
molossus
Aquila
Chrysaetos ) Colinus
) Quail o
Spizella virginianus
wortheini
Crotalus
Rattlesnake
molossus

Biodiversity of water resources and

related habitats

Mexichem reports that the discharge of waste-
water from its operations does not affect any
aquifers. Mining units reuse all of the water in
their areas of operation. Chemical and man-
ufacturing plants use wastewater treatment
systems to meet and exceed the parameters
of water discharge regulations. EN25

In the case of the fluorite extraction mine in
Rio Verde studies show there is no biodiver
sity that will be affected in the runoff areas.
In the operations in Alamos de Martinez, Rio
Verde, and Villa de Zaragoza, water is handled
in a closed cycle EN25.

Management plans for protection of
biodiversity

We perform an environmental impact study
in all of our mining operation sites. Based on
the results, we formulate plans to protect
biodiversity. MM2
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Biodiversity protection management plans

Exploration and planning of a deposit

Buffer area and compensation plan
® Rio Verde ® Alamos ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem

Conduct a Risk Analysis for the ecosystems:

¢ Including an evaluation of the probability that adverse effects may occur or are occurring as a result of exposure to one or
more environmental stressors.

Exploration and planning of a deposit
Identification of endangered species
® Alamos ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem
Identify presence of species in the field, their type and the risks to which they are exposed.

Exploration and planning of a deposit
Level of acoustic and light pollution for species
® Rio Verde e Alamos ® Patio San Luis ® Villa de Zaragoza ® Muazquiz

Actions to be taken by Mexichem
Conduct study and perimeter analysis of noise and light (including acoustic levels in the area housing the installations and their
exterior, as well as light pollution).

Exploration and planning of a deposit
Protection of the species
Mitigation of adverse effects in the reproduction phase of protected and vulnerable species
® Rio Verde ® Alamos ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem
Develop and carry out programs for protection of the species found at the operation sites.

Exploration and planning of a deposit

Preservation of the recharge levels in aquifers

® Rio Verde LRV N CWATET L FL] ® Muzquiz

Actions to be taken by Mexichem

Aquifer recharge study, including:

e Rational management of water resources

e Comprehensive use of rainwater, recharge of aquifers

e Mechanisms for preservation of natural resources

Elaboration of a strategic plan considering the restoration of the ecosystem, including the following areas:

e Current control

e Reduction of soil-erosion processes

e Sustainable development of the natural resources, taking socioeconomic and sociocultural aspects into consideration.

Exploration and planning of a deposit

Evaluation of efficiency in the compensation plans

il

® Rio Verde ® Alamos ® Villa de Zaragoza ® Muazquiz

Actions to be taken by Mexichem
Compliance with conditions established by the authorities.



Exploration and planning of a deposit
Monitoring buffer zones, ecosystem health, and level of surrounding biodiversity
® Rio Verde ® Alamos ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem
Execute a biodiversity program, including distribution of species of flora and fauna, spatial distribution, and population density.

Exploration and planning of a deposit
Training of stakeholders about the care and protection of threatened species, and how to proceed if

encountering one of them
® Rio Verde ® Alamos ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem

Create a communication and training program that includes:

¢ Dissemination of knowledge

e Monitoring of knowledge of plant employees and external personnel attached to the site facilities
Creation of workshops for the communities, including:

e Good community relations practices

¢ Conferences, workshops, courses, and projects supporting the local population.

Exploration and planning of a deposit

Support of NGOs that protect endangered species
® Rio Verde ® Muzquiz

Actions to be taken by Mexichem
Create relationships with NGOs for the protection of flag species in the areas of operation.

Exploration and planning of a deposit
Avoid erosive processes (paying attention to the degree of slope of the embankments)
® Rio Verde ® Alamos ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem

Adapt the embankments to “Tailings Waste — Alteration of embankments” in compliance with the
NOM-141-SEMARNAT-2003

Perform safety-factor study on the embankments.

Exploration and planning of a deposit
Monitoring air quality
® Rio Verde e Alamos ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem

Study and program for monitoring suspended particles, including:

e Toxicity level of suspended particles at the site and surrounding areas
¢ Negative effects they cause on the ecological balance.

Exploration and planning of a deposit

Monitoring the quality level of the discharge of different types of water
® Rio Verde ® Alamos ® Mizquiz

Actions to be taken by Mexichem
Create a logbook on discharges of wastewater and water quality analysis for discharges of water.
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Exploration and planning of a deposit
Emissions calculation
® Rio Verde ® Alamos ® Patio San Luis e Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem
Completion of the Exclusive Environmental License, which must include the measurements of emissions into the atmosphere
taken at the site, suspended particles, and work environment.

Reincorporating deposits to the surrounding ecosystem once extraction ends
Following up on reforestation actions

® Rio Verde ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem
Development and execution of the Reforestation Program that includes recovering endemic species, as well as following up on
and controlling the population density of the reintroduced species.

Reincorporating deposits to the surrounding ecosystem once extraction ends
Reintegrating the ecosystem before the end of mining operations (not necessarily once all
operations have concluded)

® Rio Verde ® Patio San Luis ® Villa de Zaragoza ® Muzquiz

Actions to be taken by Mexichem

Development and execution of a reintroduction program for the site.

The program examines restitution activities, from the operation phase to the final closing, in compliance with different
regulations:

¢ NOM-157-SEMANRNAT-2009: Establishes operations for closing of mining-related operations;

¢ NOM-141-SEMARNAT-2003: Establishes the environmental protection requirements for warehouses storing the waste tailings
from fluorite recovery operations.

Reincorporating deposits to the surrounding ecosystem once extraction ends
Monitoring the health of the ecosystem reintroduced in the area

® Rio Verde ® Alamos CRAVEN CWATET L FL] ® Muzquiz

Actions to be taken by Mexichem
Study of physical indicators, including physical properties of the soil (structure, compactness, texture, apparent density, porosity,
capacity of water retention, infiltration, depth, water conductivity, etc.)

Reincorporating deposits to the surrounding ecosystem once extraction ends
Biochemical monitoring of the soil

o

® Rio Verde e Alamos ® Patio San Luis ® Villa de Zaragoza ® Muazquiz

Actions to be taken by Mexichem

Study of chemical indicators and consideration of regulations:

¢ Including mobility and bioavailability (based on chemical’s properties); degradability in the environment, which examines the
presence of intermediate compounds or final degradation products; and trace elements.

® The limits established as maximum values according to NOM-147-SEMARNAT/SSA1-2004

Toxicity study:

Includes bioavailability of any organic or inorganic pollutant present in the soil, expressed in terms of toxicity, biodegradability,
and extractability over time. '



Fluorite mine in San Luis Potosi, México

Our main mining operation is the fluorite (cal-
cium fluoride) extraction mine located in the
village of La Salitrera in the municipality of
Villa de Zaragoza, in San Luis Potosi, Mexico.
Its estimated surface area is 500 hectares,
approximately 50 of which are for the mining
operation, while the remaining 450 have not
been impacted. MM1, EN11

No natural resources requiring special atten-
tion were identified in the mine’s zone of influ-
ence. Only one species of flora with a special
protected status, the biznaga de lana cactus,
grows in proximity to the mine, and it is in an
area that is not currently affected, nor is it ex-
pected to be affected by future mining opera-
tions. EN11, EN12, EN13, EN14, EN15

We have future closure plans for two mines
(66%), fluorite (San Luis Potosi), and the sul-
fur mine in Jéltipan, Veracruz. The mine in
Muzquiz, Coahuila, was acquired in 2012, and
the relevant environmental protection plans
are being improved and developed. MM 10

8. Preparing for Climate Change

Mexichem is aware of the effects of climate
change and is working proactively in reducing
its risks and looking for business opportunities
now and into the future. Our Mexican opera-
tions have already completed an initial evalu-
ation of potential opportunities and impacts.
The methodology used will be extrapolated to
other regions of the world where Mexichem
has operations and/or markets. The effects of
climate change that have been identified are
desertification and drought, rising sea levels,
changes in rainfall patterns, decreased water
availability, deforestation, and disease in the
zones in Mexico where Mexichem has opera-
tions or market presence. EC2

Climate change may mean higher expenses
because of adapting operations due to
increases in the price of supplies and energy,
the closing of affected operations and relo-
cation of suppliers, protective measures for
natural phenomena (for example, construc-
tion of dikes at marine installations, protection
against floods or fires), relocation of installa-
tions to sites with more favorable conditions,
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and larger environmental regulatory require-
ments. It can also present new and interest-
ing business opportunities, however, including:
opening new niches and markets, introduc-
tion of products that contribute to adapta-

tion and mitigation of climate-change impacts,
long-term positioning, and preference of the
consumer for companies committed to envi-
ronmental care and social responsibility.

Mexichem is investing in a research center in
the United Kingdom to develop refrigerants with
a lower global-warming potential. While these
new refrigerants will continue to be equally—or
more—effective, they will at the same time help
decrease our role in climate change.

Mexichem has a series of projects in its three
different chains that take into consideration cli-
mate change, market tendencies, and the de-
mand for products, among other factors, to
help achieve the longevity of our operations.

Indirect economic impact
By evaluating its facilities and the surround-
ing communities, Mexichem has identified

the areas most vulnerable to climate change
impacts. Protecting or moving operations (or
workforce) from those areas may save the lives
of the inhabitants and is more economical than
repairing the damage caused by a disaster. EC9

Mexichem will be able to monitor the prog-
ress of diseases that may endanger its work-
force or the food they eat. Monitoring will
allow us to warn any settlements where a
Mexichem workforce is located of such po-
tential risks, and protect them at the same
time. In addition, Mexichem will not deplete
the local water supply because our opera-
tions are efficient and have a high percentage
of recycling or closed-loop water systems.

An economy of scale has been created within
the communities near the fluorite mine oper-
ation, where community members who have
dump trucks and belong to a local associa-
tion are the ones who transport this material.
EC9, SO1

Wavin corporate offices in Zwolle, Netherlands
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Investment in new plants in Colombia.

With Juan Manuel Santos, the President of Colombia, in attendance,
Mexichem Pavco held a ground-breaking ceremony for the construc-
tion of three new plants in Guachené, Colombia. The project repre-
sented an investment of USD24 million. The new plants are scheduled
to begin operating in 2013. During the ceremony, Pavco was awarded
the Premio Orden al Mérito Comercial (Commercial Order of Merit),

in the “High Recognition” Category, for its 50 years of operation in
Colombia.

U.N. Global Compact Communication on Progress (CoP)
Mexichem Colombia

Mexichem Pavco reiterates its commitment to the ten universal prin-
ciples set forth in the United Nations Global Compact and to sus-
tainable development, which balances economic growth with social
progress and conservation of the environment.

Informe

deProgreso

Mexichem Colombio 5.H.S.

PAVCO

Link to the mandatory progress report on the Global Compact page.

Wavin: Leader in solutions for hospitals

Buildings for healthcare, like hospitals, medical centers, clinics, and as-
sisted-living facilities, should provide healthy environment for the pa-
tients and personnel. In Europe, these facilities must adhere to strict
regulatory standards for sustainable buildings and guarantee adequate
levels of safety and hygiene.

Wavin's surface heating and cooling systems control the temperature,
are energy efficient, and reduce the risk of air pollution, while its inno-
vative water disposal systems help decrease noise levels. Wavin also
has considerable experience in water distribution, as well as in the han-
dling of rainwater from large-surface roofs.




Hydros Project: Water Ambassadors

The Kaluz Group, and its companies Mexichem, Elementia, and BX+
have published the Hydros Project. The project created the website
http://www.projecthydros.com. The portal has innumerable tools for com-
munication, which allows any institution, company, or person to promote
real campaigns for mobilizing people on water conservation. The materi-
als are available to be downloaded, and can be printed or shared on most
well-known social networks. There are pictures, posters, stickers, vid-
eos, photographic presentations, and educational texts—all ready for free
download. A waterfootprint application will be launched in 2013, which
will also be converted into a game for mobile phones.

Mexichem Fluorine Inaugurates its First Science Fair

Mexichem Fluorine UK held its first “Mexichem Fluorine - OBA
Science Fair” with support from Lego and SAFC Hitech. Students from
Ormiston Bolingbroke Academy, Halton school, participated in the fair,
which was organized to encourage students to submit projects, inven-
tions, experiments, or initiatives that improve the world in which we
live. The winning project was the invention of a new nutritious animal
feed. The winning student was awarded a Kindle reader, along with a
plague that will be passed on to the winner of the next fair.

Mexichem Integral Solutions Hosts International Seminar

Mexichem Ecuador, and its Plastigama brand, hosted the International
Seminar on Irrigation and Spraying in Guayaquil, Ecuador, with more
than 200 agronomists, mechanical engineers, irrigation system design-
ers, technicians, installers, professors and students in attendance, all ex-
ploring and sharing information on the subject.

Irritec & Siplast, Senninger, the Ecuador Agricultural University, and
the Guyamas professional association of Agricultural Engineers and
Mechanical Engineers also participated.

The event disseminated up-to-date information on irrigation design and
showed the development of new products that optimize water resourc-
es and increase crop yield.




Mexichem GRI Indicators Version G3

DESCRIPTION OF GRI INDICATOR
1  PROFILE: STRATEGY AND ANALYSIS
1.1 Statement from the Chairman of the Board or the CEO or both
1.2 Description of key impacts, risks, and opportunities
2  ORGANIZATIONAL PROFILE
2.1 Name of the organization
2.2 Primary brands, products, and/or services
2.3 OQperational structure, including main divisions, companies, subsidiaries, and joint ventures
2.4 Location of organization’s headquarters
2.5 Number and names of countries in which the organization operates
2.6 Nature of ownership and legal form
2.1 Markets served
2.8 Scale of the organization (number of employees, sales, capitalization, assets, costs, etc.)
2.9 Significant changes in the organization
2.10 Awards, certifications, and distinctions received during the reporting period
3 REPORT PARAMETERS
3.1 Reporting period
3.2 Date of most recent previous report
3.3 Reporting cycle
3.4 Contact point for questions regarding the report
3.5 Process for defining report content
3.6 Boundary (scope) of the report
3.7 Limitations on the scope
3.8 Basis forincluding information on changes that affect comparability of the information reported
3.9 Data-measurement techniques and the bases for performing calculations
3.10 Explanation of the effect that any restatements of information may have
3.11 Significant changes
3.12 Table identifying location of contents
3.13 Policy and practice with regard to using external verification
4 CORPORATE GOVERNANCE, COMMITMENTS, AND STAKEHOLDERS
4.1 Governance structure
4.2 Indicate whether the chair of the highest governance body is also an executive officer
4.3 Number of members of the highest governance body that are independent
4.4 Mechanisms for communicating with the highest governance body
45 Compensation of members of the highest governance body, including triple bottom line
46 Processes in place for the highest governance body to ensure conflicts of interest are avoided

4.7 Process for determining the qualifications and expertise required for members of the highest
governance body to guide the organization’s strategy on economic, environmental, and social aspects

4.8 ldentification of internally developed statements, codes of conduct, and principles relevant to
economic, environmental, and social performance, and the status of their implementation

4.9 Procedures of the highest governance body for evaluating the organization’s management of
economic, environmental, and social (triple-bottom-line) performance, including risks and
opportunities, as well as adherence or compliance with internationally agreed standards, codes of
conduct, and principles

Page

10, 14
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Mexichem GRI Indicators Version G3

DESCRIPTION OF GRI INDICATOR Page
4.10 P'rocedures fqr evaluating the highest governance body's own performance with respect to the 19
triple bottom line
411 Description of how the precautionary approach is being addressed, including risk management 49
412 Social, environmental, and economic programs or initiatives developed externally (cases) 36
413 Principal associations of which the organization is a member 63
414 ldentification of stakeholders 23
415 Selection of stakeholders 23
416 Engagement with stakeholders 23, 34,36
417 Results from stakeholder analysis 24
ECONOMIC PERFORMANCE INDICATORS
EC1  Direct economic valut_a generate_;d and distributed, including revenues, operating costs, 2122
employee compensation, donations, etc. !
EC2  Financial i.mp!ications. a_n_d other riskg and opportunities for 55
the organization’s activities due to climate change
EC3  Coverage of the organization's obligations due to benefit plans (pensions) 26
EC4  Significant financial assistance received from governments 22
EC5  Proportion of standard entry-level wage compared to local minimum wage 26
EC6 PoIicy, practices, apd proportion of spending on locally based suppliers at significant 30
locations of operation
EC7  Procedures for local hiring and proportion of senior management 97
hired from the local community at significant locations of operation
EC8 Devglopmen_t and impact of infra_structure investmeqts and se!'vices provided primarily for the 2
public benefit through commercial, pro bono, or in-kind commitments.
EC9  Understanding gnd description of significant indirect economic impacts, including the 56
extent of these impacts
ENVIRONMENTAL PERFORMANCE INDICATORS
EN1  Materials used, by weight or volume 42,43
EN2  Percentage of materials used that are recycled as input materials 43
EN3  Direct energy consumption by primary energy source 43,45
EN4  Indirect energy consumption by primary source 43,44
EN5  Energy saved due to conservation and efficiency improvements 45
ENG  Initiatives tg prqvide energy-efficien_t or renewable-energyjb?_se_d products and services, 15
and reductions in energy consumption as a result of these initiatives
EN7 Initiatives to reduce indirect energy consumption and the reductions achieved 45, 46
ENS  Total water withdrawal by source 45, 46
EN9  Water sources significantly affected by extraction of water 45
EN10 Percentage and total volume of water recycled and reused 45, 46
EN11 Descriptiqn of Ign{i adje.\cent tq or located within protected natural areas or in 50 55
areas of high biodiversity outside protected areas '
EN12 pescription of the most significa_nt impacts on biogiivtarsity_from activitie_s, products, and services 50,55
in protected natural areas and in areas of high biodiversity value outside protected areas !
EN13 Habitats protected or restored 50, 55
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DESCRIPTION OF GRI INDICATOR Page.
Strategies, current actions, and future plans for managing impacts on biodiversity 50,55
Number of IUCN Red List species and national conservation list species with habitats in areas 51 55
affected by operations, by threat of extinction level '
Total direct and indirect greenhouse gas emissions by weight 47
Other indirect greenhouse gas emissions by weight 47
Initiatives to reduce greenhouse gas emissions and reductions achieved 4547
Emissions of ozone-depleting substances by weight 44
NOx, SOx, and other significant air emissions by type and weight 47
Total wastewater discharge by quality and destination 45
Total weight of waste by type and disposal method 48
Total number and volume of most significant accidental spills 48
Weight of transported, imported, exported, or treated waste deemed hazardous under the terms of 8
the Basel Convention Annexes |, Il, ll, and VIII, and percentage of waste transported internationally
Identity, size, protected status, and biodiversity value of water resources and related habitats 51
significantly affected by the reporting organization’s discharges of water and runoff
Initiatives to mitigate the environmental impacts of products and services and extent those 4143 46
impacts were reduced T
Percentage of products sold, including their packaging materials, that are reclaimed at the end of 8
their useful life, by product category
Cost of significant fines and number of nonmonetary sanctions for noncompliance with 19
environmental laws and regulations
Significant environmental impacts of transporting products, and other goods and materials used for 19
the organization’s operations, as well as transporting personnel
Total environmental protection expenditures and investments by type 42
Total workforce by employment type, employment contract, and region 25
Total number of employees and average employee turnover by age group, gender, and region 25
Benefits provided to full-time employees that are not offered to temporary or part-time employees, 2%
by main activity
Percentage of employees covered by collective-bargaining agreements 27
Minimum notice period(s) regarding significant organizational changes, including whether these 97
notifications are specified in the collective agreements
Percentage of total workforce represented in joint management-worker health and safety 97
committees that help monitor and advise on occupational health and safety programs
Rates of absenteeism, occupational diseases, lost days, and number of work-related fatalities 27,28
Education, training, counseling, prevention, and risk-control programs in place to assist workers, 2
their families, or community members with regard to serious diseases
Health and safety topics covered in formal agreements with trade unions 28
Average hours of training per year per employee, by employee category 27
Skills management and lifelong learning program that promotes the employability of workers and 97
supports them in managing the end of their professional careers
Percentage of employees receiving regular performance and career development reviews 27
Composition of corporate governance bodies and employees, with breakdown by gender, age group, 19

minority group, and other indicators of diversity
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DESCRIPTION OF GRI INDICATOR PAG
Ratio of base salary of men to women by professional category 26
Significant investment agreements that include human rights clauses 29
Distributors and contractors that have undergone screening on human rights 30
Total hours of employee training on policies and procedures related to aspects of human rights 29
Total number of incidents of discrimination and actions taken 29
Freedom of association and to make use of collective bargaining 29
Operations identified as having significant risk for incidents of child labor 29
Operations identified as having significant risk for causing incidents of forced or compulsory labor 29
Personnel trained in the organization’s policies or procedures concerning aspects of human rights 29
Total number of incidents related to the violation of the rights of indigenous people and actions taken 30
Impact of the company’s operations on communities, including entering, operating, and exiting 36,56
Percentage and total number of business units analyzed for risks related to corruption 20
Percentage of employees trained in the organization’s anticorruption policies and procedures 20
Actions taken in response to incidents of corruption 20
Public policy position and participation in public policy development and lobbying 20
Total value of financial and in-kind contributions to political parties or related institutions 20
Actions related to monopolistic and anticompetitive practices 20
Fines and sanctions for failure to comply with laws and regulations 20

Life cycle stages in which impacts of products and services on client are assessed for improvement ~ 30-32

Incidents of noncompliance with legal regulations or voluntary codes concerning health and safety 32
Types of product and service information required 31.33
Total number of ipciqents of f?ilure to comply wjth .regulations and voluntary codes related to 3
product and service information and labeling, distributed by type of outcome

Practices related to customer satisfaction, including results of customer satisfaction surveys 33
Compliance with laws or adherence to standards and voluntary codes in marketing communications 33
Failure to comply with regulations related to marketing communications 33,34
Total number of substantiated complaints related to respect for privacy and loss of customer data 34
Failure to comply with regulations concerning the provision and use of products and services 34
Amount of land (owned or leased and managed) disturbed or rehabilitated 55
Number and total percentage of sites identified as requiring biodiversity management plans 51
Total amounts of overburden, rock, tailings, and sludges and their associated risks. 43
Number of strikes and lock-outs exceeding one week'’s duration, by country. 29
Total number of operations taking place in or adjacent to Indigenous Peoples’ territories 49
Disputes relating to land use, customary rights of local communities, and Indigenous Peoples 49
Mecanismos de queja por uso del suelo, derechos de comunidades locales y pueblos indigenas 49
Company operating sites where artisanal and small-scale mining (ASM) takes place 49
Sites where resettlements took place, the number of households resettled in each,

and how their livelihoods were affected in the process »
Number and percentage of operations with closure plans 43,55
Programs and progress relating to materials stewardship 31

if



Employees in Mexichem Fluor, Matamoros, México

Affiliations (4.13)

The Chlorine Institute, Inc.

NSF Product Certification Organization for
Food, Water, and Consumer Goods
CEMEFI Mexican Center for Philanthropy
GBC Brazil Green Building Council Brazil
WBCSD Brazilian Business Council for
Sustainable Development

Mexican Mining Chamber

PROVINILO Commission for vinyl promotion
CIPRES Plastics Industry Commission on
Responsibility and Sustainable Development

Responsible Care®

SETIQ Transportation Emergencies System for
the Chemical Industry

ECBE Emergency Squad Training School

BMV Bolsa Mexicana de Valores

(Mexican Stock Exchange)

Ticker Symbol MEXCHEM

IDIEM Institute for Research and Testing of
Materials (Chile).

Acoplésticos (Colombia)

Consejo Colombiano de la Construccion
Sostenible (Colombian Council of Sustainable
Construction)

ICONTEC Institute of Technical Standards of
Colombia

Instituto do PVC (PVC Institute — Brazil)

The Vinyl Institute (USA)

Responsible Care®

Initiative of the Chemical Industry to
Improve Health, Safety, and Environmental
Development

The Global Compact

AMIB Mexican Association of Investor
Relations

LATIBEX Stock market for Latin Amerian
stocks

APLA Petrochemcial and Chemical Association
of Latin America

63
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Verification of GRI level

/

\ Global
Reporting
Initiative™

Statement
GRI Application Level Check

GRI hereby states that Mexichem, S.A.B. de C.V has presented its report "Talent for Sustainable
Development” (2013) to GRI's Report Services which have concluded that the report fulfills the
requirement of Application Level A+.

GRI Application Levels communicate the extent to which the content of the G3 Guidelines has been
used in the submitted sustainability reporting. The Check confirms that the required set and number of
disclosures for that Application Level have been addressed in the reporting and that the GRI

Content Index demonstrates a valid representation of the required disclosures, as described in the

GRI G3 Guidelines. For methodology, see www.globalreporting.org/SiteCollecionDocuments/ALC-
Methodology.pdf

Application Levels do not provide an opinion on the sustainability performance of the reporter nor the
quality of the information in the report.

Amsterdam, 4 April 2013

Nelmara Arbex
Deputy Chief Executive
Global Reporting Initiative

The “+" has been added to this Application Level because Mexichem, 5.A.B. de C.V has submitted (part
of] this report for external assurance. GRI accepts the reporter’s own criteria for choosing the relevant
assurance

The Global Reporting Initiative (GRI) is a network-based erganization that hos ploneered the development of the world’s most widely used
sustainability reporting framewerk aond is commifted to its continuous improvement and application worldwide. The GRI Guidelines set out
the principles and indicators thot orgonizations can use to measure and report thelr economic, environmental, and social performonce.
www.globalreporting.org

Disclaimer: Where the relevant sustainability reporting includes external links, including to audio visual material, this statement only
concerns materiol submitted to GRI ot the time of the Check on 27 March 2013, GRI explicitly excludes the stotement being applied to ony
later changes to such material.
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Contact Information

If you would like to obtain additional
information about this report or about
Mexichem, you may do so by contacting
Juan Francisco Sanchez Kramer,

Director of Strategic Planning and Investor
Relations

Mexichem, S.A.B. de C.V.

Rio San Javier #10 Fraccionamiento
Viveros del Rio

Tlalnepantla, Estado de México
54060 México

T. + 52.55.5279 8319

T + 52.55.5366 4000

F: + 52.55.5397 8836
www.mexichem.com/English/index.html
sustentabilidad@mexichem.com
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