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1.1 About MEXICHEM (.4

Mexichem is a leader in the chemical and petrochemical industry
in Latin America, with more than fifty years of experience operat-
ing in the region and more than thirty years as a member of the
Mexican Stock Exchange (Bolsa de Valores de Mexico). Its prod-
ucts are marketed worldwide and generate sales of more than
USD3 billion annually. Today Mexichem has more than 10,000
employees, each actively contributing to progress in the countries
in which we operate.

Mexichem products have a significant positive impact on people’s
quality of life and are in increasing demand in dynamic fields
such as construction and civil infrastructure, water supply and

i basic sanitation, power generation, transportation, communica-

tions, and health care, among many others.

The company’s mission is to create value from its basic raw
materials, salt and fluorite, through efficient product chains that
generate superior business results and operate within a frame-

work of corporate responsibility.

The corporate headquarters are located at:

Rio San Javier #10

i Fraccionamiento Viveros del Rio
Theaig™ Tlalnepantla, Estado de México
" 54060 México



1.2 Diagram of product chains 2.2, 2.3and 2.7)

Mexichem has three product chains, under which the company’s various business
units are organized and operate:

1. Chlorine-Vinyl Chain
2. Fluorine Chain
3. Integral Solutions Chain

INTEGRAL
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CHAIN
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CHAIN
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CORPORATE
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Geosystems
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The first link in the Chlorine-Vinyl Chain is salt,
which we process into chlorine and soda. We

add value to chlorine through the vinyl chloride
monomer (VCM), ethylene plus chlorine, which,
when converted to PVC, is used to make many
different products. PVC is used predominately in
housing and infrastructure. For example, it is used
to make pipe, which is used in homes, as well

as large-diameter water and drainage pipes. It is
also used to manufacture cable coatings, window
frames, doors, floors, kitchen wall coverings,
closets, bathrooms, ceilings, facades, and many
other products. Soda is used to manufacture soap,
shampoo, cream, and detergent. It is also used

in water treatment. Chlorine is used to produce
cleaning products, purify water, disinfect floors
and walls, bleach paper, and make white pig-
ments. Our chlorine-vinyl chain processes include
the manufacture of plasticizers.

At the base of this chain is calcium
fluoride, better known as fluorite, a
non-metallic mineral. Its principal use
is as a flux in the manufacture of steel
and aluminum. Mexichem controls the
largest fluorite mine in the world.

Fluorite is used in the steel, cement,
glass and ceramics industries. The
fluorite used in these applications is
called metallurgical-grade fluorite. The
highest grade, “acid grade fluorite” is
the purest, most concentrated form of
the mineral; it is created by eliminating
impurities from the lower grades. Acid
grade fluorite is used to make hydrogen
fluoride and hydrofluoric acid by decom-
posing the fluorite with sulfuric acid.

- Fluorite mine
- Production of

hydrofluoric acid

- Production of

refrigerant
gases

Hydrofluoric acid is used primarily in
the manufacture of refrigerant gases.
Another utilization is as a catalyst in the
oil-refining process to make gasoline.

It is also used in pickling stainless steel,
refining uranium for use as a nuclear
fuel, the manufacture of integrated

circuits, the synthesis of Teflon, and to
form fluorinated salts — such as lithium
salts that are used in batteries — or fluo-
rinated sodium salts used in toothpaste.

This chain integrates processes and creates products
with greater added value, such as PVC compounds and
custom-made products, to transform them into final
products like cable coverings, blood and dialysis bags,
film, toys, etc.

These products can also be combined with other
additives in order to meet the necessary specifications
depending on the application in the finished product
and can be optimized for maximum efficiency when
processed by the customers’ equipment. PVC piping is
the most important product in this product chain, and
we operate in this market throughout all of Latin Amer-
ica, bringing development and prosperity to millions

of people. Although piping can be manufactured with
other plastics or polymers, as the largest integrated
producer in Latin America, Mexichem holds the leading
position in the market.



1.3 Map of business units United Kingdom

Fluorocarbons / 10% of the market

Japan
Fluorocarbons / 10% of the market

United States
#1 in hydrofluoric acid / 51% of the market
Fluorocarbons / 40% of the market

Guatemala
#1 in piping / 37% of the market

Honduras
#1 in piping / 51% of the market

El Salvador
#1 in piping / 56% of the market

Nicaragua

Mexico #2 in piping / 40% of the market

#1 in caustic soda / 54% of the market
#1 in chlorine / 83% of the market

#1 in compounds / 36% of the market
#1 in piping / 41% of the market
#1in PVC resins / 78% of the market

Costa Rica
#2 in piping / 42% of the market

Panama
#1 in piping / 48% of the market

Venezuela
#1 in piping / 30% of the market

Colombia
#1 in piping / 52% of the market
#1in PVC resins / 80% of the market

Mexichem has operations in 18 countries
in North and South America, Europe, and Asia (2.5and 2.7)

Ecuador
#1 in piping / 57% of the market

Our Chlorine-Vinyl Chain serves all the countries on the American continents as
well as several countries in Asia; the Fluorine Chain serves markets in America, Eu-
rope and Asia; and the Integral Solutions Chain has business units in 15 countries

in Latin America, product presence in 29 countries, and more than 55,000 points

of sale in the region.

Brazil
#2 in piping / 34% of the market

Peru
We currently have a market presence in the following countries: Argentina, Aus- #1 in piping / 30% of the market
tralia, Bahamas, Bangladesh, Belgium, Bolivia, Brazil, Canada, Chile, China, Costa
Rica, Cuba, Cyprus, Colombia, Czech Republic, Dominican Republic, Ecuador,
Egypt, El Salvador, France, Germany, Greece, Guatemala, Guyana, Honduras, Hong
Kong, India, Italy, Jamaica, Japan, Mexico, Netherlands, Nicaragua, North Korea,
Pakistan, Panama, Paraguay, Peru, Philippines, Poland, Portugal, Puerto Rico, Ro-
mania, Russian Federation, Saudi Arabia, Singapore, Spain, Sweden, Switzerland,
Thailand, Trinidad and Tobago, Tunisia, Turkey, Ukraine, United Kingdom, United
States, Uruguay, Venezuela, and the Virgin Islands.

Argentina
#1 in piping / 15% of the market
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Acronyms

CPVC Chlorinated polyvinyl chloride

PVC Polyvinyl chloride

Brine Solution of sodium chloride in water
VCM Vinyl chloride monomer
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Il Il ||

‘ Piping and
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process

PVC process

I process
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Geotextiles
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I% Compounds
process




1.5 Mexichem Culture:
Mission, Vision, and
Values

Who we are

Mexichem, S.A.B de C.V,, is a public com-
pany listed on the Mexican stock exchange.
Its corporate bylaws are governed by the
Ley General de Sociedades Mercantiles (the
General Corporations Law of Mexico) and
by the Ley del Mercado de Valores (the
Securities Market Law). (2.7, 2.6)

Mexichem actively operates in internation-
al markets, acting as the market leader in
major economic sectors in many countries
and regions. This has driven the company’s
continuous growth, especially over the last
few years. Some of this growth has been
through acquisition, which brings with it
the challenge of consolidating and inte-
grating all of these companies into a single
culture: the new Mexichem culture.

VALUES

To realize this vision and mis-
sion, Mexichem associates
share the values that direct
our daily activities and enable
us to achieve our company
objectives:

VISION

Our vision describes what
we aspire to achieve and the
position we strive to attain
in the future. It gives all of
us who work at Mexichem

a sense of direction in our
daily work.

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

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

We believe in dedication, focusing on
achieving shared goals and teamwork in
order to exceed the expectations of our
clients and to keep our commitments to
our partners, employees, and the com-
munities of which we are part and in
which we operate.

MISSION

Our mission expresses what
we need to do to achieve
our goals and make our
vision a reality. In other
words, it defines what we
do at Mexichem, how we
do it and for whom. It rep-
resents the framework that
shapes our efforts and ac-
tions and keeps us on track.

We transform chemicals
into innovative products,
services and solutions
across widely diverse in-
dustrial sectors by focusing
on operational excellence
and market needs. Our of-
ferings generate ongoing
value for our customers,
employees, partners, stock-
holders, and communities
and contribute to enhanc-
ing people’s quality of life.

We act responsibly and fairly in the communities
in which we do business. We contribute in the
best way possible toward the preservation of the
environment through sustainable activities.

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.

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

difference.

We are committed to being an ethical, honest and
trustworthy firm that treats employees appropri-

ately and with respect.




1.6 Products, brands and markets

Our brands are Mexichem, Amanco, Plastigama, Pav-

co and Celta. (2.2)

INTEGRAL
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CHAIN
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CHAIN

2010

Revenue
40%
USD1.3 billion

40%
USD159MM

12% Operating margin

Revenue
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USD543MM
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Hydrofluoric acid

Fluorite (calcium fluoride)
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MESSAGE

FROM THE CEO

(1.1, 3.1, 3.2 and 3.3)

Dear Readers:

Our 2010 Sustainability Report, Formulating Solu-
tions, Multiplying Possibilities, reflects Mexichem’s
commitment to face our economic, environmen-
tal, and social challenges.

At Mexichem, we are aware that the long-term
viability of a country and of our planet depends on
successful sustainable development that balances
the current and future needs of society within the
constraints imposed by the natural ecosystem. The
inherent viability of such development brings with
it a better quality of life for present and future
generations. \We operate by leveraging syner-

glies that generate sustainability, with the goal of
reducing current levels of poverty, inequality, and
environmental degradation.

With these principles in mind, in 2010 our
management team initiated plans to strengthen
our financial stability and consolidate our growth
within the framework of an operating-year
agenda geared toward generating triple-bottom-
line results.

Performance in 2010

Despite the worldwide economic crisis, Mexichem
recorded an excellent sales performance, with
significant increases over 2009's results, improv-
ing its operating profit and EBITDA. The details

of these financial results are reported fully in our
2010 Financial Report. http.//www.mexichem.
com/informes_anuales.html

Our operations are part of the mining, chemical
and transformation industries, in which operating
discipline is vital for health, safety, and protection
of the environment. In this regard, we continue
to emphasize our policy aimed at achieving zero
accidents. We redoubled our efforts to emphasize
this as a fundamental value that we instill in each
employee and all our external partners.

While we continue with our efforts to maintain
and increase the output of our operations, we
have simultaneously reduced our environmental
footprint. As a result, we have increased our en-
ergy and water use efficiency, limited our green-
house gas emissions, and upgraded technologies
in our industrial processes in order to reduce the
use of substances that deplete the ozone layer.

Similarly, we continue to strengthen our compre-
hensive strategy to protect biodiversity, reviewing its
scope and including new objectives by country to
increase biodiversity where we have operations. To-
gether with the Kaluz Foundation, we are support-
ing important projects that protect and enhance the
natural capital of mega-diverse ecosystems.

Our commitment to the communities in regions
where we have operations came to fruition
through joint initiatives to aid their advance-
ment. We view our social responsibility as a great
endeavor to promote human development and
strengthen the communities in which we are en-
gaged. Notable among these regional projects are
our initiatives in Colombia to support marginalized
groups; steps taken to manage water distribution
in Costa Rica; the strengthening production ca-

pabilities in Peru and Ecuador; and our innovative
efforts to benefit those at the base of the social
pyramid in Brazil. The base of the pyramid is a
segment of the population at a low socioeconomic
level that is unable to obtain financing to build its
own housing. Our strategies are to build relation-
ships among clients, stockholders, employees,
suppliers, and society geared toward promoting
sustainability in our value chains and to educate all
of our stakeholders about them.

In 2010, we incorporated a sustainability com-
mittee into our organizational structure. It is
comprised of executives from the various Product
Chains and members of management, who steer
the management and development of initiatives in
order to implement our sustainability strategy. This
committee provides systematic and holistic support
to our operations, reviews the best sustainability
practices in our industry, and encourages their
adoption while fully respecting the cultures at the
sites in which we have a presence.

Likewise, we are strengthening our strategic plan-
ning process and information systems to meet
requirements for monitoring and reporting indica-
tors included in the Global Reporting Initiative
(GRI) in order to facilitate report preparation and to
reliably include the data generated by the growing
number of Mexichem companies. A unified report-
ing system was created and initiated in all plants,
based on the GRI indicators, which allows us to in-
tegrate consolidated global information to support
decision-making, adopt performance criteria, and
identify key indicators by business, product chain,
country, or locality. This enables us to improve per-
formance with regard to sustainability and social
responsibility in all our business units.

Today, all our employees are committed to respect-
ing ethical values, the self-development of commu-
nities in which we have a presence, and environ-
mental stewardship. All Mexichem units are fully
engaged in managing sustainable development,
and our organization has identified the principal



impacts, risks and opportunities in its operation
to improve performance and make sustainability
a successful strategy. The opportunities and chal-
lenges identified thusly have been incorporated in
our 2010-2013 Sustainability Strategy.

Looking to the future

Environmental and social sustainability man-
agement will continue to be at the core of our
business decision-making and strategic planning
processes. We will ensure that these guidelines
are incorporated by new businesses we acquire
or establish, and will continue to incorporate best
management practices and the most advanced
technologies available for eco-efficient and sus-
tainable performance. We are seeking to deepen
our understanding of the conditions necessary
for sustainability at our production organizations
and at our company. In particular, we seek to
clarify management’s vision and take decisions to
advance our vision.

Energy is a very important input for us, and
currently most of ours comes from fossil fuels.
We will continue to assume our responsibility
to reduce our greenhouse gas emissions with
efficiency improvements in our current equip-
ment, as well as by replacing old technologies
with new ones that will improve our renewable
energy options, through our own implementa-
tion projects or ones supported by the Clean
Development Mechanism.

At Mexichem we have a dual responsibility: first,
in our position of leadership as producers of basic
supplies directly affecting the quality of life in
Latin America; and, second, because our busi-
ness is fundamentally connected to both water
and sanitation. Every effort will be compensated
by growth, in improving the development of the
communities in which our production facilities are
located, generating synergies that multiply the
results and bring social progress, all of which will
ultimately generate more economic growth for
our companies.

Throughout this report, the reader will find ex-
amples and case studies showing our commitment
to economic growth, environmental stewardship,
social involvement, wellness, stakeholder relations,
and the promotion of community self-development
through the inclusion of less-favored groups, all of
which has resulted in a mutually productive circular
flow. That our focus is now less philanthropic and
more strategic will allow us to make the most of
current and future synergies, while our business
commits to sound corporate social responsibility.
Sustainability is not merely an ideology or utopian
dream; it must be understood as an objective that
can be managed pragmatically and systematically
in order to face business realities that go beyond
our own existence as human beings. It is for this
reason that I invite you to join us in this mission,

in which we are responsible for the well-being of
future generations, including our own children and
our children’s children.

We extend our sincere thanks and recognition to
Don Antonio del Valle Ruiz, Chairman of the Board
of Directors of Mexichem; to Ricardo Gutiérrez,
Chairman of the Executive Committee; to our direc-
tors and members of the corporate practices and
audit committees; and to our stockholders, clients,
employees, suppliers, and members of the com-
munity for their continuing concern and support.
We also thank them for their dedication to help-
ing our company adopt better triple-bottom-line
practices within an ethical governance framework
that strengthens our leadership year after year and
enables us to develop sustainable value chains.

_/'j\@\l

Rafael Davalos Sandoval
Chief Executive Officer

Rafael Davalos Sandoval
Chief Executive Officer




3. Introduction

3.1 The triple-bottom-line model

Mexichem is a company with an increasingly global
presence. Therefore, to continue to grow it must
adopt actions that enable it to compete economi-
cally, reduce the environmental impact of its opera-
tions and products, and promote social progress in
the communities in which it has a presence.

Recognizing its commitment and leadership as a
global company, Mexichem adopted a manage-
ment model for sustainability based on a dynamic
triple-bottom-line focus, in accordance with which
the factors determining the sustainability of the
business — ensuring a robust financial position,
reducing its products’ environmental impact
throughout their entire lifecycle, and contributing
to improving the quality of peoples’ lives now and
in the future — are defined and displayed by the
balanced scorecard of Kaplan and Norton, trans-
lated into performance indicators and quantitative
goals for advancement for each indicator.

This system originates in the strategic business
planning process and is an essential management
tool, serving as a benchmark in the management
and monitoring of all operations. Its adoption

is essential to the strategic priorities and the
reference values of the corporation, including
developing and promoting policies on governance
and respect for the rights of key stakeholders:
employees, stockholders, customers, suppliers and
surrounding communities.

We live in the era of the socially responsible
consumer, meaning that more and more con-
sumers are basing their purchasing decisions on
factors that go beyond quality and price. Not only
is a product’s impact on the environment taken
into consideration, but also the impact from the
production process and the treatment received by
the workers and communities near the operating
facilities. By favoring or rejecting a product based
on these criteria, consumers are expressing an
opinion on the performance of the company that
produces or sells it. Those companies that proac-
tively operate in accordance with this new premise
will be rewarded by the market.

SUSTAINABILITY MODEL
Integrating the triple bottom line

ECONOMIC
GROWTH

SOCIAL PROGRESS

ENVIRONMENTAL STEWARDSHIP

OBJECTIVES, GOALS AND INDICATORS

When we speak of a globalized economy in which
there is no place for subsidies, we believe that

to really be competitive, companies will need to
assume their actual production costs. Upon doing
so, they will generate additional value by trans-
ferring the social or environmental costs of their
production to neither the community in which
they operate nor society in general.

3.2 About the 2010

Sustainability Report
(3.1,3.2,33,35/36,3.7, 3.8
3.9,3.10,3.11)

For the second year in a row, we are publishing
our Sustainability Report. This demonstrates Mex-
ichem’s commitment to integrate its sustainability
model into its operations to create economic
value, environmental value, and social value.

The information provided in this report covers the
period from January 1 to December 31, 2010, and
applies the Global Reporting Initiative (GRI) G3
sustainability reporting guidelines. Similarly, we
adhered to the AA1000 AccountAbility stan-
dards (2008) and to its principles of materiality
(relevance), inclusivity and responsiveness to our
principal stakeholders. We used the GRI indicator
technical protocols and the 2010 Mining Sec-

tor Supplement as a reference. We also used the
principles of the United Nations Global Compact,

the Universal Declaration of Human Rights and
the recommendations of the International Labor
Organization as guidelines. In accordance with all
of the above parameters, we are communicating
our principal activities, achievements, goals, and
vision for the future.

Historical data from the two previous years (2008
and 2009) are included for comparison purposes
and to identify trends. The information contained
in this document comes from operations of our
three principal business chains: chlorine-vinyl,
fluorine, and integral solutions, as well as their
corporate support services. The information pro-
vided is verified by our information systems, and
the basis for making calculations is mentioned in
the numerical indicators. The main performance
indicators cover all of our business units, except in
instances where there were limitations in geo-
graphic coverage or available information; these
exceptions are annotated. Triple-bottom-line indi-
cators relevant to the business and to our principal
stakeholders are documented.

Mexichem has self-declared a GRI Application
Level of “B” for this report.

While preparing this sustainable development
report, we took into account the principles of rele-
vance or materiality, the participation of stakehold-
ers, the concepts of sustainability and exhaustivity,
together with performing verifications of con-



formity with each principle. The application of these
principles, their basic tenets and an internal analysis
performed by our sustainability committee determined
the topics and indicators on which we reported. We
took into account the principles of balance, compara-
bility, precision, frequency, reliability and transparency
as well. Last year, we used the updated G3 edition of
the GRI Guide as well as the 2010 version of the Min-
ing Supplement. (3.5)

4. Corporate governance

4.1 Governance system

Mexichem, S.A.B de C.V,, is a public company listed
on the Mexican stock exchange (BMV), whose cor-
porate bylaws are governed by the Ley General de
Sociedades Mercantiles (the General Corporations Law
of Mexico) and by the Ley del Mercado de Valores (the
Securities Market Law). (2.7, 2.6)

Our corporate governance principles provide us with a
framework for management of the company’s activi-
ties while meeting the needs of our principal stake-
holders. Mexican legislation and national legislation of
the countries in which we operate form the basis of
our corporate governance practices.

Because Mexichem shares are listed on the Mexican
Stock Exchange (BMV), we are governed by the Secu-
rities Market Law. We also adhere to the Codigo de
Mejores Practicas Corporativas (Code of Best Corpo-
rate Practices) endorsed by the Consejo Coordinador
Empresarial (Council for Business Policy Coordination).

4.2 Corporate governance
structure 4.1)

Board of Directors

The board of directors is responsible for determining
corporate strategy, defining and supervising the imple-
mentation of the values and vision that define us, and
sanctioning transactions between related parties, as
well as transactions that are part of the normal course
of business. The number of independent members in
this, our highest governance body is seven, with five
alternate independent directors. (4.3)

Our corporate bylaws call for the establishment of
audit and corporate practices committees, whose

functions are to assist the board of directors in the
performance of its duties.

The board of directors determines management
policies and monitors our triple-bottom-line
performance, with support from the audit and
corporate practices committees. We have an inter-
nal auditing department, whose director reports
directly to the board of directors in order to avoid
any conflicts of interest.

Audit Committee

The audit committee’s duties are to evaluate the
company’s internal controls and internal audit
systems, identifying and responding to any signifi-
cant deficiencies in them; monitor any corrective
actions or preventive measures taken if noncom-

pliance with operational and accounting guidelines
or policies occurs; evaluate the performance of
external auditors; describe and evaluate non-audit
services provided by the external auditors; review
the company’s financial statements; evaluate the
ramifications of any accounting policy modifica-
tions approved during the fiscal year; monitor
actions taken due to observations by stockhold-
ers, directors, executive officers, employees, or
third parties regarding accounting, internal control
systems, and internal and external audits, as well
as any claims related to irregularities in manage-
ment, including practices to ensure anonymity and
confidentiality in handling whistleblower reports
from employees; and overseeing compliance with
directives from the general stockholders meeting
and the board of directors.




Corporate Practices Committee

The corporate practices committee’s duties are to
evaluate the performance of related directors; re-
view transactions between related parties; review
compensation of the aforementioned directors;
evaluate any exemption granted to the directors,
and especially the related directors, that allow
them to take advantage of business opportuni-
ties; and perform their 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. (4.6)

Directors are paid in accordance with the resolu-
tions of the seventy-fourth regular annual general
stockholders meeting, which took place on April
30, 2010. Compensation for the chairmen of the
board of directors and the members of the audit
and corporate practices committees of Mexichem
is MXN70,000 per annual meeting that they
attend. The remuneration for other members

of the board is set at MXN35,000 per meeting
they attend. Members of the audit and corporate
practices committees are paid MXN40,000 for
attendance at their committee meetings. The
educational background and professional experi-
ence of the members of the board of directors is
primarily economic and managerial. (4.5 and 4.7)

Communications with the highest governance
body are through the operational and board meet-
ings. During board meetings the financial results
and compliance with the company’s social and
environmental goals are evaluated. (4.4 and 4.9)
We do not have procedures set yet to evaluate the
triple-bottom-line performance by the highest gov-
ernance body. (4.70) The chairman of the board of
directors is not an executive in the company. (4.2)

Executive Committee
The executive committee was established by
resolution of the board of directors on July 16,

20009. Its core activity is to address and resolve
relevant and urgent issues that cannot wait

until the next session of the board of directors.
However, in no case shall the executive committee
have the powers reserved by law or by the bylaws
for the board of directors, audit committee and/
or corporate practices committee, or stockholders
assembly. The powers of the executive committee
are to analyze, evaluate and, when appropriate,
propose to the board of directors for its approval
any investments in productive assets and company
acquisitions. In addition, the committee discusses
business plans with a focus on the triple bot-

tom line, financing operations, and commercial
names and brands, and establishes and validates
strategies for the medium and long term, among
various other duties. (4.8, 4.9 y 4.10)

Directors of Product Chains

Our directors of the chlorine-vinyl, fluorine and
integral solutions chains are responsible for the
productivity and safety of our operations and
products. All departments mentioned, except
Internal Auditing, report to the CEO.

Research and Development

Center (CID)

The Center has senior managerial responsibility
over innovation, environmental stewardship, eco-
efficiency and operational safety at Mexichem.
The Director of the CID designates a Corporate
Sustainability Coordinator to oversee onboarding
and executive support.

Corporate Director

of Human Capital

The Corporate Director of Human Capital is
responsible for activities that come under the
scope of social responsibility, which ties together
the labor, human rights, community relations,
and corporate communications aspects of our
operation.

Board of Directors (2.9
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4.3 Code of Ethics

At Mexichem, we encourage an attitude of open-
ness and transparency toward the governmental
institutions and political organizations with which
we interact. The company has policies that help us
ensure we comply with applicable laws, standards,
regulations, and codes; are transparent; and
maintain standards of ethical behavior in areas
such as corruption, conflicts of interest, monopo-
lies, bribery, political contributions, and account-
ing practices. We have a Code of Ethics, which is
communicated to all employees as soon as they
are hired, and which can always be referenced
online. (SO2 and SO3)

In 2010 there were no incidents of corruption. To
prevent problems of this nature, in addition to the
Code of Ethics, we have corporate policies that
all employees are made aware of — and endorse-
ments agreeing to the policy that they must sign
—when they join the company. If it is necessary to
revise this policy, an updated policy and endorse-
ment will be delivered to employees and signed
during their tenure at the company. The supple-
mental policies to the Code of Ethics are the
Conflicts of Interest Policy and the Confidentiality
and Patents Policy.

In accordance with our Code of Ethics, employees
may not receive remuneration of any type from
competitors, clients, distributors, suppliers, or
governmental agencies for services or negotiations
carried out while representing Mexichem.

As a result of our management system’s monitor-
ing of this policy, in 2010 there were no sanctions
due to corruption. Internal documents, behavior
of executive officers and employees, and work
performance are measured based on the code of
ethics, policies, and protocols. Employee evalua-
tions include a focus on compliance with triple-
bottom-line practices. (4.8)

Mexichem does not participate directly in public
politics or in lobbying activities with the intent

of influencing elections, public policy or regula-
tion. Its participation within the business sector is
through organizations. For example, we are active
in the housing boards for the public interest put

together by the federal government, as a member
of the Board of Directors of Camacol (Colombian
Construction Association), Cencauca (Business
Corporation of Norte del Cauca), public-private
partnerships with the municipality of Guachené,
and international organizations such as UNICEF.

In addition, Mexichem is a member of ACODAL
(Colombian Health and Environmental Engineer-
ing Association), ANDESCO (National Association
of Domestic Public Service Companies) in Colom-
bia and the National Association of the Chemical
Industry in Mexico. Along these same lines, we do
not make contributions either in kind or in cash to
political parties or related institutions, nor do we
attempt to influence political outcomes or support
through our employees. (SO5 and SO6)

There is no need to conduct studies regarding
specific practices that are monopolistic or against
free competition, as the majority of our products
are generic commodities and we compete in
international markets in a global environment.
Proposals regarding the acquisition of companies
are communicated in a timely manner to the ap-
propriate agency regulating free competition in the
countries of origin of the companies that we hope
to acquire. If any condition is imposed to allow the
acquisition, we comply fully with it, and the acqui-
sition is carried out with the full disclosure to the
public through communications with stakeholders.
(SO7) During 2010 none of our subsidiaries was
subject to fines. (SO8)

4.4 Management systems
and policies

Mexichem and its subsidiaries have established

and accredited management systems based on
international standards ISO 9001, ISO 14001 and
OHSAS 18001 for its three Product Chains. The
chemical product subsidiary companies (chlorine-
vinyl and fluorine chains) have signed on to the
voluntary Responsible Care® Program and adhere
to its principles established under the supervision
of the chemical associations in Mexico, Colombia,
the United States, and the United Kingdom. In
addition, Mexichem has received every year the dis-
tinction of Socially Responsible Company in Mexico
for the three Product Chains.




At Mexichem we have a safety, environmental,
and quality policy that is communicated to the
entire organization. Through this policy we make
clear that Mexichem and its subsidiaries consider
safety to be the most important consideration

in its activities. At the same time, we practice
environmental stewardship, manufacture high-
quality products and provide high-quality services
to meet the needs of our clients. We realize that
our employees are our primary strength.

Commitments

e Prevent accidents based on the principle that
safety is everyone’s responsibility.

e Maintain the health of our employees.

e Prevent contamination when carrying out our
activities in order to protect the environment.

e Continually improve the efficiency of our
management system through the establish-
ment of goals.

e Comply with current applicable legislation
and with any other requirements to which
the organization’s management system is
subject.

To achieve the above, we encourage our employ-
ees, vendors, and clients to play their parts as
we set aside the resources necessary to achieve
excellence.

If you would like more information, please visit:

http.//www.mexichem.com/web_mexichem/
politica_sequridad.html

5. Management Focus

Our company has a business profile based on a
strategic model that has proven to be well-suited
for competing in our market niches. In the min-
ing, chemical and petrochemical industries, the
best way to rise above a volatile market, with

its varying economic cycles, is through ongoing
expansion, integration and organizational con-
solidation. To do this, we focus on sustainability
to generate economic, environmental, and social
value, utilizing the following core themes:

Create wealth
through rigorous implementation of our plans
for vertical integration, starting with our raw
materials — salt and fluorite — making the
most of synergies generated by integration
to improve processes, reduce consumption of
resources and achieve economies of scale.

Incorporate the best
management practices and technology avail-
able to maintain the most stringent standards of
security and environmental stewardship.

Stimulate
the company’s progress in an environment of
cultural diversity, giving our people new knowl-
edge and experiences, generating conditions
that favor the development and retention of
talent.

Establish a culture that encourages ideas
and innovation so that we can offer product’s
of genuine value that meet the criteria of eco-
efficiency and risk minimization in our products
lifecycles.

Commit effective efforts
toward stewardship of water resources and
vulnerable ecosystems; support social progress
that comes from self-management in commu-
nities where we have operations, and respond
with transparency to all stakeholders that are
part of our business.

During 2010, we focused our efforts in three
principal areas:

A. Approve, adapt, and improve labor practices
that facilitate the personal and professional
development of our colleagues.

B. Guarantee that human rights are respected
and defended in the workplace.

C. Provide the best conditions for safety and
health.

In 2010, for the third year in a row, Mexichem
received certification as a Socially Responsible
Company. In addition, one of our subsidiaries in
Brazil was chosen by Exame magazine as one of
the top 20 sustainable companies. Another of our
subsidiaries in Colombia was a finalist for the An-
dean Socially Responsible Company award in the

category of Company or Institution in the National
Economy, 2010 version, an award that considers
the environmental, social and economic aspects
inherent to sustainable development in scenarios
where greater value and well-being are created
for the companies and the country. This award
has been endorsed by the United Nations Global
Compact.

Our plants have developed environmental adminis-
tration systems to identify and manage significant
potential environmental problems and design
improvements in operations. They are recognized
as clean companies for their incorporation of best

practices in industrial operations and mining.
Knowing that energy usage and consumption are
significant environmental concerns for Mexichem,
we developed a culture that promotes responsible
energy use through energy-savings programs
designed by committees comprising technical per-
sonnel from the plants, and successful practices
are replicated throughout our various chains. As
recognition of the effectiveness of our energy
savings programs, several of our plants in Mexico
have been awarded the National Energy Savings
Award. (EN5)

5.1 Goals and performance

Sustainability Plan
The 2010-2013 sustainability plan includes
specific goals for this period in the areas of



social, economic and environmental responsibility.
Management and the sustainability committee are
responsible for seeing that these goals are dissemi-
nated to and understood by all employees, as well
as for ensuring that they are completed within
established time frames.

The opportunities and challenges that we have
identified are included in our 2010-2013 sustain-
ability plan. We have an organizational structure
that includes a sustainability committee compris-
ing executives from the product chains and from
management, who develop proposals to imple-
ment our sustainability strategies. Likewise, we are
creating a reporting system for all the plants based
on the GRI indicators, which allows us to inte-
grate consolidated global information to support
decision-making, approve performance criteria,
and identify key indicators by business, product
chain, country, or locality.

In addition, and as a socially responsible
company, our 2010-2013 sustainability plan
includes expanding the scope of our “base-of-
pyramid” products and gradually incorporating
into manufacturing the lifecycle vision for our
new products. (7.2)

Below we highlight progress made in our perfor-
mance toward established goals for the 2010-
2013 cycle on economic, environmental, and
social aspects.

5.2 Relationship with our
stakeholders

Identification and selection

of stakeholders

Our plants have developed environmental admin-
istration systems to identify and manage signifi-
cant environmental concerns and have developed
guidelines for external communications in all the
communities in which we have a presence. This
gives us access to reliable information on which
to base decisions; strengthens our brand and
reputation; and reinforces our capacity to maintain
current operations and initiate new projects and
to coordinate communications with our principal
stakeholders: investors, employees, communities,
suppliers, and clients. (4.14 y 4.15)

A survey was taken in 2010 of stakeholders from
our various production plants. For this a question-
naire was designed for the Mexichem plants in the
various countries, investigating how we were per-
ceived in the community, and by authorities and
vendors with respect to corporate governance,
our internal organization, safety of our operations
and our environmental impact. The information
received allows us to determine which plants
present the greatest misperceptions in the public
awareness with regard to potential risks, taking
into account how the various stakeholders interact
at the site locations

Some of the questions on the survey were:

What is the opinion of us in our facilities’
neighboring communities regarding the degree of
danger our operations pose?

Are our plants perceived as threats to the
environment?

Is there a perception that our operations are a
high risk to our employees, the community or
ecosystems?

The responses obtained reflect the perception that
the communities, without knowing what materials
or products are being handled or stored, have the
impression that our industries are very risky, that
they are bothered by the traffic from transporting
our supplies and/or products, and that no safety
training is being carried out in which the authori-
ties and the community can participate.

After analyzing these responses, we identified

the plants most at risk and determined that these
plants should be included in the initial group of
studies conducted for stakeholders. These plants
are the Villa de Zaragoza mine in San Luis Potosf
(fluorine chain); Jaltipan, Veracruz (fluorine chain);
Cartagena, Colombia (chlorine-vinyl chain), and
Matamoros, Mexico (fluorine chain).

The next step consisted of defining the objec-
tives and scope of the study for our stakeholders
and completing the studies involving each group,
specifically by professionals outside of Mexichem.
The results will provide data to identify actions we
can take to improve the information we provide to
the various stakeholders in order to change mis-
perceptions and generate trust through effective
communication. (4.14, 4.15, 4.16)




Goal

Economic performance

Economic performance

Environmental performance

Environmental performance

Environmental performance

Environmental performance

Environmental performance

Environmental and social performance

Social performance

Social performance

Social performance

Description

Approve the practices of the subsidiaries to finance
the purchase of construction materials by clients,
evaluating feasibility and incorporating the current
systems proven to be effective.

Progress

Best practices have been reviewed to identify the
optimal method of implementation.

Promote a culture that respects idea generation
and technological innovation, through the imple-
mentation of an R+D+I (Research + Development +
Innovation) Management System.

Conceptually created an R+D+l management model
and defined the steps necessary to develop it.

Strengthen the culture of energy savings in all
personnel, implementing or improving our energy-
management systems and our compliance with
energy-efficiency programs.

Formed energy savings committees at the plants
that consume the most energy. A list of improve-
ment projects is available.

Reduce waste by improving production processes,
implementing or developing new technologies and
finding alternate uses.

Established a baseline for waste, identifying those
with the greatest volume by type of waste. Man-
agement plans are in development.

Reduce greenhouse gas emissions by 5% (baseline
year 2009), increasing the efficiency of our process-
es, making technology upgrades and using more
renewable energies.

Identified improvement projects to achieve this
goal.

Reduce emissions of substances that deplete the
ozone layer by 20% (baseline year 2009), replac-
ing gases and coolants used in refrigeration and
liguefaction equipment with others that are more
environmentally sound.

Changed technology in the processing plant with
the highest volume of emissions. It is estimated
that this goal will be achieved earlier than pro-
jected.

Formalize a comprehensive strategy for biodiver-
sity protection, reviewing our current scope and
including new sites in countries with the greatest
biodiversity in which we operate.

Identified the sites with the greatest biodiversity.

Endorse sustainable development and social
responsibility concepts that are aligned with the
vision and mission of Mexichem.

Changed the vision and mission of Mexichem to
align them with sustainability and have distributed
them throughout the entire organization.

Regarding our people: Promote the value of the
individual to contribute to his or her own develop-
ment — both personal and professional — and the

achievement of individual and business objectives.

Sldentified three guiding principles:

- Contribute to the company’s business strategy
- Act ethically and professionally

- Maintain an excellent work environment.

Regarding our people: Support the company’s
growth and consolidation by attracting and retain-
ing personnel, through recruitment and selection
methods that allow us to employ the best people.

Have recruitment and selection guidelines through
evaluation of positions by Hay Group.

Regarding our people: Manage the education
and intellectual capital of our employees.

Created a program to strengthen capabilities,
supporting management skills and continuing
education for employees who need it.




Social performance

Social performance

Social performance

Social performance

Social performance

Regarding our people: Maintain organizational
structures that support our business strategy.
Strengthen an organizational structure that facili-
tates sustainability at Mexichem.

Have a reporting system for all plants based on GRI
indicators, which allows us to integrate consolidated
comprehensive information. Created a sustainability
committee.

Regarding human rights: We will draw up a hu-
man rights policy that revisits the principles of our
code of conduct and extends to our contractors
and distributors, defining our positions on issues
such as freedom of association, child exploitation,
the rights of indigenous peoples, and forced labor.

Have a human rights policy and are currently devel-
oping the supporting training documents for it.

Regarding our people: Achieve zero fatalities
and zero incapacitating accidents; investigate the
causes of the accidents and take corrective and
preventative measures.

Have a corporate procedure used to investigate the
root causes of accidents.

Regarding our communities: Strengthen a con-
structive dialogue with our stakeholders. Complete
an analysis of stakeholders.

Carried out the first step in the analysis of stake-
holder relations through a questionnaire used by
our product chains.

Regarding our product responsibility:
Approve our product safety protocols in order to
reduce potential risks that could impact the health
and safety of our clients and reduce potential ef-
fects on ecosystems.

Sldentified product safety protocols. Registered
products with REACH (Registration, Evaluation and
Authorization of Chemicals).







6.1 Creation of wealth and
prosperity

Sales generated by Mexichem in 2010 reached
MXN36.472 billion (USD2.885 billion), a favorable
result despite the difficulties of operating in the
complex environment that global level businesses
have to navigate.

Mexichem 2010

Market capitalization 79,578

Figures in millions of Mexican pesos (2.8)

Despite the global economic crisis during the past
two years and the increase in the price of raw ma-
terials, energy in particular, we have a solid financial
structure that is capable of weathering this negative
cycle, which is affecting most industries. The success
of our strategy to create wealth and prosperity is
due to the following factors: implementation of our
plans, adding value to our raw materials, continua-
tion of vertical integration, geographic diversity of
our markets, and discipline in the reduction of costs
and investments.

We know that the market at the lowest rungs of
the economic ladder can be a profitable market
segment for the majority of our products. In the
past, we served a segment of this market with the
sale of bulk chlorine derivatives. We have imple-
mented a bold and innovative initiative in Brazil
that has had a very gratifying outcome from both
a social and an economic perspective, as this seg-
ment of the population is paying its debts. This
initiative has given us key information to formulate
new strategies and to be successful among this
group of consumers, which, even though living

at the lowest rungs of the economic ladder, has
purchasing power of USD5 billion globally. As a
socially responsible company, we have attempted




to reduce their barriers, and the project has, in
turn, fostered sustained economic growth.

6.2 Economic performance

On growth

Mexichem reported its results at the close of
2010. Consolidated sales increased 19% over
those of 2009, reaching MXN36.472 billion
(USD$2.885 billion), boosted by better sales
prices (+8.7%), a 9.4% increase in volume sold
and the incorporation of the results from the ac-
quisitions of Ineos-Fluor as of the second quarter
of the year and Policyd and Plasticos Rex as of
November 2010.

With regard to fourth quarter results, sales rose
to MXN9.494 billion, 19% higher than for the
same period in 2009.

It is important to mention that the 2010 and
2009 figures are reported under the new Inter-
national Financial Reporting Standards (IFRs),
which include changes in the presentation of
information, the most significant of which are:
i) the change to absorption costing, and ii) the
inclusion of other expenses/income and PTU in
the operating results, which is why the figures
reported are comparable.

Efficiency and productivity

The accumulated operating profit plus de-
preciation and amortization (EBITDA) totaled
MXN8.124 billion, 31.6% higher than in 2009.
This increase is the result of better sales perfor-
mance, as well as incorporation of figures and
synergies generated by acquisitions made by the
business chains.

EBITDA for the fourth quarter was MXN1.759
billion, an improvement of 31.4% over that

of 2009. Even when the sales margin for the
guarter went from 16.6% in 2009 to 18.5% in

2010, when comparing them against the average

for the year it is less, due to a series of “nonre-
curring” events: i) the incorporation of Policyd
and Plasticos Rex for two months (reducing the
margin to 6%), ii) the stoppage of the plant in

Cartagena, Colombia due to flooding (60 days),
and iii) the early termination in gas coverage.

Net income in 2010 reached MXN3.913 billion,
32.5% higher than in 2009, due to improved
sales performance and the incorporation of new
businesses.

Gross cash flow for the year was recorded at

MXN5.758 billion, 30% higher than that reported

in 2009, driven by a better operating result.

At the close of 2010, the company’s net debt in
dollar terms was USD864 million. This represents

an increase of USD412 million compared with that
as of the close of 2009, as a result of the acquisi-

tions made during the year (Ineos-Fluor, Policyd
and Plasticos Rex).

The ratio of net debt to EBITDA remained at
1.32x, below the limit of 2.0x established as an
internal goal. It is important to emphasize that
only 12% of our debt is short term.

Income Statement
Net sales

Cost of sales

Gross profit
Operating expenses
Operating income

Comprehensive financing cost

Special item and others

Income before income taxes
Income taxes

Income from continuing operations
Discontinued operations, net
Consolidated net income

EBITDA

(2.8 and ECT1)

Variation
19%
22%

14.4%
5%
28.3%
19%
-100%
30%
-5%
39%
-433%
32%
32%



During 2010, we received an incentive grant for
research and technological development in the
amount of MXN27.5 million from the National Sci-
ence and Technology Council (CONACYT). (EC4)

The most significant economic events for the
organization in 2010 were the following:

March

The acquisition of Ineos-Fluor was successfully
completed on March 31, making Mexichem the
world’s largest producer of hydrofluoric acid and
the only integrated producer of fluorocarbons in
America.

September

The acquisition of Plastisur S.A., a company in
which Mexichem was a minority stockholder,

was completed this month. Plastisur is a Peruvian
company and a leader in the manufacture and
marketing of PVC pipes and connectors. With this
acquisition, Mexichem achieved market leadership
in Peru in the pipes and connectors business.

October

After a period of negotiations and review by the
competent authorities in Mexico, the acquisi-

tion of Policyd y Plasticos Rex by Mexichem was
approved. With these acquisitions, Mexichem con-
solidated its position as the leading manufacturer
of PVC pipes and resins in the country. (2.9)

6.3 Added value broken down
by country

The geographic diversity and efficiency of our
operations allow us to maintain a leadership posi-
tion in the Americas and a presence in Europe and
Asia. We are orienting production in accordance
with the specific needs of each market, making
the most of our entire logistics network, with
production facilities in 18 countries and more than
55,000 points of sale. The breakdown of sales by
country is shown:

MEXICHEM - 2010 SALES BY GEOGRAPHIC AREA
Figures in millions

COUNTRIES

Mexico
Colombia

Brazil

United States
Central America
United Kingdom
Ecuador

Peru

Asia

Argentina

Others and eliminations
Venezuela

Total

ORIGIN

usb

MXN

13,503

6,771.1

5,795

2,777

1,621.2

1,482.2

1,165.7

991.4

933.5

543.4

316.6

572

36,472

%
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7. SOCIAL




7.1 Relationships with
stakeholders

Investors

Mexichem is committed to providing its share-
holders with reasonable, sustained profitability.
We communicate with our investors through:

© An annual financial report

© Quarterly reports

© Meetings arranged by brokers for institutional
investors (buy-side and sell-side)

© Presentations to potential investors in North
America, South America, and Europe to an-
nounce the issuer’s recent projects and other
news

© Our web page,

www. mexichem.com

Telephone conferences

Scheduled formal meetings (one-on-one)

Relevant notices through the Mexican Stock

Exchange

000

Employees

Mexichem recognizes that its executives and
employees are its most valuable resource. It

is committed to respecting the dignity of all
employees and to fostering a work environment
that is adequate for them to grow both profes-
sionally and personally.

One of the formal ways in which we engage
with our employees is through a survey called
“Toma de Pulso” (Taking the Pulse), which is
taken every two years by all of our employees —
both unionized and nonunionized — to evaluate
13 points. This survey is confidential and anony-
mous. Other forms of dialogue are messages via
the Mexinet intranet, regular mail and e-mail,
bulletin boards, and face-to-face meetings with
immediate supervisors and executives.

Communities

As part of our culture and our values, social
responsibility applies to each and every one of the
communities in which we operate. We communi-
cate through various channels such as homeown-
ers associations, opinion makers, governmental
authorities, and international organizations.

We maintain dialogues with opinion makers,
academic institutions, governmental institutions,
social organizations, media and institutions in our
field. (SO7)

Suppliers and clients

Mexichem works with suppliers who share our
commitment to the highest levels of quality and
honesty, seeking mutual benefit that adds efficien-
¢y to the vertical integration of our product chains.
We have a supplier-evaluation system that allows
us to identify areas of common opportunity.

For Mexichem and its employees, our clients are
strategic allies whose growth and development

we support. We take annual satisfaction surveys
that help us identify needs and ways to improve.

Knowing that sustainability cannot be achieved
by our companies individually, but is rather a

goal through the integration of product chains,
Mexichem has led initiatives that connected sup-
pliers and key clients in educational and innovative
processes aimed at improving the management
of sustainable development in the chlorine-vinyl
chain. In this way, pioneering projects were devel-
oped through the Andean PVC Forum, an entity
backed by Mexichem and other companies in the
sector and headquartered in Colombia. For more
information, please visit
www.foroandinopvc.org.co

Public Sector

We form partnerships with the public sector and
enter into annual labor agreements with unions.
(4.16)

Results from the study of stakeholder
expectations

The results of the study conducted with principal
stakeholders are as follows:

Investors expect a greater return on their
investment through constant
growth.

Employees want development of leaders;

retention of talent, professional
development, outplacement
plans and career plans; compen-
sation that demonstrates internal
equity and external competitive-
ness; performance management.
want job creation; purchases
from local suppliers; knowledge
of environmental and safety
management programs.

Communities

Suppliers expect prompt payment and bet-
ter treatment.
Clients want improved delivery times

and reduced prices.

The public sector and academia both show inter-
est in establishing alliances to achieve community
development and the protection of public assets,
encouraging research and development with uni-
versities and local research centers, and introduc-
ing the concept of social responsibility as a focus
for local development, in addition to establishing
a collective agenda to achieve sustainability, based
on the principles of the United Nations Global
Compact and Agenda 21. (4.17)




The University of the Andes, in Botog4, hosted the
Fourth Andean Regional Conference on strategic
issues related to sustainability in the PVC industry.
More than 120 business and academic leaders and
other stakeholders deliberated in this open encoun-
ter organized biennially by the Andean PVC Forum,
headed by Mexichem, and the Engineering Research
Group on Materials and Manufacturing at this presti-
gious Colombian university.

The conference was supported by organizations such
as the European Council of Vinyl Manufacturers, the
Vinyl Institute (United States), the Vinyl Environmen-
tal Council (Japan, the Vinyl Council of Australia, and
the PVC Institute (Brazil), as well as Acoplastico and
the Colombian Institute for Research and Training on
Plastic and Rubber. Experts from these organizations,
researchers from the University of the Andes, and
Mexichem executives contributed as panelists.

The successful local participation and the broadcast
of the event by simultaneous videoconference in

7.2 Management of human
capital

7.2.1. Labor practices

Mexichem has defined eight strategic guidelines
that direct actions in each of the areas of the
company’s employees. One of them referring to
human resources states: “To have the best people
by establishing processes that allow us to attract,
retain and develop talent.” To address the require-
ments of the business strategy, we implemented
plans based on leadership and innovation

Mexichem has a workforce of 11,072 persons
throughout the various countries in which it oper-
ates. All of them have a full-time, open-ended
employment contract that provides them with
work stability. The table below shows the number
of directors, managers, supervisors, and other

Mexico and Argentina for members of the ANIQ’s
ProVinilo Group, the ITESM and the Argentinean
PVC Association, clearly showed the positive
results of the joint corporate-university efforts; this
was also a highlight of the three previous confer-
ences and in the research projects and innovation
they fueled in the region.

The rector of the University of the Andes opened
the conference by acknowledging the efforts of the
PVC chain in sustainability and recognizing the val-
ue of vinyl applications in this context. Mexichem's
director of the chlorine-vinyl chain in Colombia
presented on the state of the PVC market and its
prospects for growth in the region. The Executive
Director of the Forum, Mabel de Guillem, pointed
out the challenges of sustainable development and
introduced the management model known as The
Natural Step, chosen as a reference point for the
PVC industry in Europe. (www.thenaturalstep.org)

During the conference the following were ana-
lyzed: the achievements of the voluntary commit-
ment by the European PVC industry, Vinyl 2010;
the implications of the “political toxicology”

Employees by country

Number of Directors

Employees

Managers
Country

Argentina

Supervisors

agenda for the plastics industry and the state

of emerging regulations that will globally affect
the production and marketing of chemicals; the
technological advances in the development of
more sustainable materials and processes; and the
challenges of bioplastics, recycling and degrad-
ability of waste for the PVC chain. The afternoon
speakers focused on the attributes of PVC in the
framework of sustainability and emphasized the
favorable reports regarding applications of this
plastic in the most well-regarded accreditation
systems aimed at sustainable building. During the
day, the results of Colombian research applicable
to the PVC industry, as well as innovative projects
using this material, were exhibited.

The conclusions emphasized the importance of
approaching sustainability as a goal in the product
chains more than for individual companies, and of
adopting strategies to connect all those involved
in managing objectives such as climate neutral-
ity, the limitation of emissions, the uses of toxic
substances, and the recycling of post-consumer
waste. Reports of this event can be viewed on the
website of Mexichem Resinas Colombia or the
Andean PVC Forum, www.foroandinopvc.org.co.

Collective
Bargaining

Individual
Employment

Other
Levels

Brazil

Colombia

Costa Rica

Chile

Ecuador

United States

El Salvador

Guatemala

Honduras

Mexico

Nicaragua

Panama

Peru

Venezuela

UK, U.S., Japan

TOTAL




Age range
of Mexichem
employees (years)

B 7%
B 39%
M 29%
B 19%
B 5%
| BEZ

leaders. It also includes the proportion by gender
and the breakdown between individual contracts
(nonunionized employees), and those covered

by collective-bargaining agreements (unionized
employees). We are not including subcontractors,
who work independently, or part-time workers.
(LAT). The proportion of women to men shows
that the male employee population is larger
(86%) than the female (14%), and the opera-
tions of Mexico and Brazil are where the greatest
amount of our employees are concentrated. (LA2)

The majority of our nonunionized employees are
between 25 and 35 years of age.

up to 24

from 25 to 35
from 36 to 45
from 45 to 55
from 56 to 65
more than 65

Mexichem’s professional relationship with unions
is based on effective, direct, and timely commu-
nication that fosters operating efficiency and
healthy worker interaction, respecting the diffe-
rences between each country or region.

From our base of employees — 11,072, the turno-
ver index is 1.48%, meaning, 163 ceased working
at Mexichem during the year. These results are
due to personnel leaving the company and reor-
ganizations that took advantage of synergies to
improve operating efficiency.

Personnel turnover at Mexichem

% Turnover (directors) 2.35%
% Turnover (managers/

superintendents) 1.19%
% Turnover (operational leaders/

coordinators) 1.11%
% Turnover (other positions) 1.79%
% Turnover, unionized 1.48%
% Turnover, nonunionized 4.95%
% Turnover 1.48%

Annual turnover in percentages: 20% are female
employees, and 80% are male. (LA2)

With regard to employee benefits, Mexichem pays
equitably and fairly in relation to the duties and
responsibilities of the job and the strength of the
labor market, so an employee with a full-time
contract, versus a temporary or part-time contract,
receives higher benefits, such as the number of
vacation days, vacation bonus, lunch vouchers or
food vouchers, and company contributions to a
savings plan (LA3). We give benefits greater than
those required by current local labor law, such as
savings funds, cafeteria service, specific vaccination
programs, major medical expenses, pension plan,
life insurance, productivity bonus, uniforms, and
support for recreational and sports activities.

For nonunionized employees, Mexichem has a
pension plan that encourages savings for retire-
ment (capital), and transfers these savings into a
pension fund. (EC3). We have a defined contribu-
tion plan created with contributions from both the
employee and the company. These contributions
are deposited with a financial institution and

are invested in fixed-income instruments, with
individual accounts that can be reviewed via the
internet. A technical committee charged with
administering this plan analyzes the best plans to

Employee
distribution

Nonunionized
employees

60% 40%

Unionized
employees

diversify the investments among different types
of financial assets, with the goal of obtaining the
highest return from the market.

Of our employees, 60% (6,384) are part of a
collective-bargaining agreement. (LA4)

Organizational changes are communicated in a
timely manner to union offices and, if there are
modifications to the agreements, these are availa-
ble for viewing immediately after revising the con-
tracts or collective-bargaining agreements. (LA5)

With regard to continuing education, in 2010 the-
re were 99,370 hours of training, both for unioni-
zed as well as non-unionized employees; 27.5%
of this total was from Mexico and the remaining
72.5% from other Latin American countries. The
main areas of training were safety, production
technologies, corporate culture and code of
ethics, management of sustainability at Mexichem,
English, orientation for new employees, computer,
and administrative studies. There were 10,541
people who benefited from this training.




TRAINING INDICATORS
USD AMOUNT

Area of knowledge
of Mexichem employees

NUMBER OF
EMPLOYEES

COUNTRY MAN-HOURS

1998 3,673.42 309 B 34% Social and

Administrative Sciences
Engineering and
Technology

Argentina

Brazil 0] 0] 2,496

244,858.33

Colombia 25371 1,844

. 21% Not applicable
| &S
B 2%

Costa Rica 5922 94,054.11 308

Chile 0 75
987,810.66

Agricultural Sciences
Natural and Exact
Sciences

Ecuador Health Sciences

Education and
Humanities

United States 0] 0]

El Salvador

Guatemala

2226
2167

~
N

22,464.85
34,406.49

‘

Honduras

Mexico

Nicaragua

Panama

27369

0 4,449.32

283,107.97
2,218.60

589 2,000.38

Peru 6911

Venezuela

TOTAL

In 2010, each employee received an average of 9.4
hours of training, at an investment cost of USD249
per hour. (LA 10)

increases the intellectual capital of the company
and fosters employment opportunities for personnel

4620
99,370

121,513.84
824,591.98
2,625,149.95

Education of Mexichem
employees in 2010

Education of nonunionized employees %
Technological/Technical 40.30
Professional degree 42.40
Postgraduate work

(graduate work/specialization) 11.90
Master’s 5.30
Doctorate 0.10
Grand total 100

In order to encourage the development and perfor-
mance of its human capital, the company performs
an annual review of all nonunionized employees.
Each employee is evaluated by his or her immediate
supervisor, and this is the basis for career planning
for executives and personnel with high potential
and leadership abilities. (LA72)

On occasion, the dialogue between the company and
the unions requires mediation. For this reason, we
are acquiescing to ten labor demands that have an
approximate cost of MXN3,358,521.00.

It is our practice to hire people who live in zones near
the business units. This supports the community by
offering jobs and encourages a better quality of life
and more family time, as employees don't lose time
with long commutes. (EC7)

There is a rate stipulated by legislation in each country
regarding the local minimum wage. Mexichem does
not use this amount in determining remuneration,
but rather calculates it based on a wage tabula-

tor designed by the Hay Group that assesses the
labor market, the type of sector, and the duties and
responsibilities of the position, in accordance with a
profile. The remuneration is equitable, fair, and based
on knowledge and skill, regardless of gender. There
is no differentiation in the wages of unionized or
nonunionized men and women (£C5)



Materials and services required for operation

of the plants are purchased preferentially from
local suppliers, after verification of their quality
standards and competitiveness in terms of pricing.
Although there is no policy in this regard, 69.8%
of orders in the chlorine-vinyl chain during 2010
were given to local suppliers, and generally ap-
proximately 90% of contract laborers are hired
locally. By local suppliers, we mean those who
are geographically near our facilities or within the
same state.

In Brazil, we finance a program called Excellence
in Practice with a group of suppliers, which had a
significant impact on the integral solutions prod-
uct chain. The program was developed jointly
with the Euvaldo Lodi Institute (IEL) in Brazil,

and its purpose is to develop productivity and
quality control in suppliers through training and

consulting. The initial results show lower costs
and higher productivity from suppliers who are in
the program. (EC6)

7.2.2 Human Rights

Mexichem is a signatory to United Nations Global
Compact through one of its subsidiaries in Colom-
bia, and it shares the same approach as this initia-
tive with regard to human rights, as reflected in
our Code of Ethics. We respect the diversity of our
people and diligently work to prevent discrimina-
tion and preserve the rights of our employees with-
out regard to age, gender, race, religion, nationality,
physical condition, social condition, sexual orienta-
tion, political creed, or any other factor.

Mexichem’s Human Rights policy was published in
2010, and is in the process of being distributed to
all levels of the organizationn.

Human rights: Rights without regard to race,
language, social position or religion

As the first company to become a member of the
Global Compact in 2009, Mexichem Colombia no-
tified its almost 1,500 employees and contractors,
through bulletin boards and talks with employees,
of its commitment to align its operating strategies
with the ten principles in following areas: human
rights, labor conditions, the environment, and the
fight against corruption. In the Norte del Cauca
operation, the plant directors took the Business
and Human Rights Course given by the Global
Compact Network and sponsored by the United
Nations, ACNUR, USAID and GTZ. Afterwards, it
implemented an improvement plan that included
plant personnel as well security contractors.
Through the Pavco Foundation, workshops and
meetings were held that promoted empowerment
of the citizens in communities neighboring the
Bogota plant to inform them of their rights and
enable them to fulfill their obligations. Specifically,
we worked on two lines of action that came from
the La Ruta del Afecto program: good interper-
sonal skills and democracy. We highlighted the
promotion of children’s rights and laws governing
the treatment of children and adolescents and
analyzed acquisitions of new companies, distribu-
tors and contractors in this area of the Colombian
operations. We hope to extend this practice to the
rest of the organization.

There is no information available with regard to
human rights in significant investment agreements,
or in analyses to distributors and contractors. (HR1
and HR2)

All company employees currently receive an intro-
ductory course on our Code of Ethics, policies and
procedures. In turn, all nonunionized employees
must sign a letter confirming that they have no
conflicts of interest. (HR3) In 2010, there were no
incidents of discrimination recorded. (HR4)

Freedom of association and the right to negotiate
work contracts or collective-bargaining agreements is
defined according to each worker’s position and job
duties, and we are vigilant in making sure these rights
are respected. (HR5)




In accordance with our procedures and with ap-
plicable labor legislation, a person must be at least
18 years old to be hired. We avoid hiring minors
and respect the agreements established by the
Human Rights Convention in that respect. The
minimum working age is clearly stipulated in the
collective bargaining agreements. (HR6)

No external agency has conducted a systematic
study to identify operations at risk for forced or
nonconsensual labor. Even so, safety and hygiene
committees are made up to ensure that there are
an equal number of members representing the
company on one hand and workers on the other.
Similarly, we inspect the plants on a monthly
basis to ensure that there no unsafe activities or
conditions present, which reduces the number

of potentially unsafe incidents and prevents the
practice of forced or nonconsensual labor. After
the visit, a report is drawn up with the results of
the inspection. Managers are then assigned to
verify that unsafe conditions have been cor-
rected. In addition, all personnel can notify upper
management of any failure to comply or of any
abuse by using the complaint box, either anony-

4.12)

Mexichem Colombia joined the Global
Compact in 2009, at which time we com-
mitted to support and implement the ten
principles related to human rights, labor
relations, the environment, and the fight
against corruption. This brings balance and
consistency to our triple-bottom-line man-
agement system, which considers environ-
mental protection, social responsibility, and
economic performancel.

The first CoP presented aspects related to
respect for human rights and labor rights in the
areas of safety, occupational health, training of
employees and clients, remuneration, and well-
being. Synergies with the neighboring com-
munities in which we operate are evidenced by

mously or openly. Our hiring agreements fully
support the International Human Rights Conven-
tion and the standards of the International Labor
Organization. (HR7)

Safety personnel are made aware of our principles,
values, code of ethics, technical knowledge of op-
erations, materials and products, and are respon-
sible for ensuring compliance with policies, proce-
dures and technical and administrative standards.
All safety personnel who work at the company
receive training on human rights, reliability tests
and the values of Mexichem. The training of safety
personnel can help prevent risks to reputation and
litigation derived from inappropriate actions or
approaches that are not tolerated. (HRS)

For the company, maintaining a good relationship
with the community is a part of its philosophy,
and its policy is to be a good neighbor, as stated
in Mexichem'’s mission statement. Our hiring
policy gives preference to the local population.
During the year covered by this report, there were
no incidents related to violations of the rights of
indigenous communities or local natives. (HR9)

the 24,000 people served by the Pavco Foundation
in 2010, as well as by active community participa-

tion in initiatives that promote improved quality of
life in the Norte del Cauca communities.

With regard to the environment, we expect to
remain competitive and at the same time reduce
our environmental footprint. We responsibly man-
age resources in our production processes and
bring environmentally responsible solutions to the
country. As a company that is active in a sector
deeply connected to water issues, we invest in
research programs related to new technologies
and hydraulic performance that we subsequently
share with our clients and users. These are only
some of the examples that we submit for consid-
eration in our Communication on Progress.

Regarding the fight against corruption, we favor
actions that encourage ethical behavior, both
inside as well as outside the company.

7.3 Health and safety of
workers

Among other duties, the union or labor
teams are responsible for facilitating com-
munication processes in each business unit,
analyzing improvements to work systems,
and resolving conflicts. These tasks are
carried out during periodic meetings with
human resources and union committee
representatives. Because of these actions we
had no strikes or work stoppages in 2010.
(MM4 2070). Our contracts and collective-
bargaining agreements are based on trust
and support principles of good labor prac-
tices that are reviewed and updated at the
work sites by the work teams. These changes
allowed us to improve employee satisfaction
levels and employee productivity indices.

Both labor and administrative personnel
(management and employees) are represented
on health and safety committees. The function
of these committees is to contribute ideas to
improve health and safety, check compliance

We reiterate our commitment to the principles
of the Global Compact and demonstrate this

by the advancements our company has made
based on them. As our policy states, because we
believe that if we, as a private company, direct
our efforts toward a triple-bottom-line approach,
then we will help accelerate our progress toward
becoming a sustainable country with a more
equitable society, where companies can grow
together with their employees and clients.

If you would like further information on the
mandatory progress report, visit
http://www.unglobalcompact.org/system/
attachments/9399/original/CoP_Mexichem_
Colombia_S_A_S__PAVCO__2010_color.
pdf?1298671243




with the agreements established, inspect areas
of the plants to uncover any possible unsafe
conditions, follow up on major deviations,
discuss any accident investigations, and actively
participate in implementing activities that will
improve employee health and safety. (LA6)
Generally speaking, the committees comprise
an equal number of representatives from man-
agement and from the union. In locations with
a large number of employees, more than one
committee may be formed.

EAt Mexichem, the most important factor in
carrying out our activities is employee safety,
with the goal of zero accidents. Our operations
are in the industrial sectors of mining, chemistry
and transformation, sectors in which operating
discipline is essential to reach world-class levels
of safety, health and environmental protection.
In this aspect, we are strengthening our zero-ac-
cidents policy, emphasizing this as a fundamen-
tal value of Mexichem, which we have instilled
in every employee and outside collaborator.
Although the results show a positive trend in
some indicators, they unfortunately also include
two fatalities, which we deeply regret, and the
root causes of which we have duly investigated.
These results allow us to see that our efforts to
encourage self-inspection and self-protection,
respect for work procedures, the use of per-
sonal safety equipment, and, most importantly,
committed participation at all levels of adminis-
tration, must be strongly reinforced to avoid any
repetition of this type of accident.

As a result of the actions implemented in 2010,
in particular those that emphasize reinforce-
ment in self-inspection and self-protection, the
use of various safety tools for employees and
maintenance of the safety systems, we achieved
the following:

© 20% reduction in incapacitating accidents.

© 34% reduction in the number of days lost due
to injuries.

© 19% reduction in the incidence rate.

© 34% reduction in the severity rate. (LA7)

2007

19,208,894
1.8
105

2008 2009 2010

17,708,791
2.1

19,451,891 19,558,905

36.7

* |F = (Number of incapacitating accidents /Man-hours worked) x 200,000
** 1S = (Number of days lost / Man-hours worked) x 200,000

Other achievements were the following:

o The following plants: Tubosistemas, Ecuador;
Uberaba, Brazil; St. Gabriel, United States;
Runcorn, United Kingdom; Mihara, Japan; and
the El Salto, Tlaxcala Resinas, Tlaxcala Compues-
tos, Altamira Resinas, Altamira I, La Presa, and
Quimir Tultitlan plants, all in Mexico, recorded
no incapacitating accidents for the year.

o Eight plants in Mexico achieved the lowest
premium for risk level, derived from the annual
review of the accident rate by the Mexican
Social Security Institute (IMSS). (LA7)

These achievements, however, do not compensate
for the regrettable occurrence of the two fatali-
ties mentioned above due to negligence in the use
of personal protection equipment, a fact that will
motivate the intensification of preventive and self-
care efforts, as well as the active participation of
all levels of administration, to see that preventable
tragedies do not occur.

With regard to occupational illnesses in our min-
ing facilities — salt and fluorite mines — no cases
have been recorded at the brine plant in its 30
years of operation. Its annual occupational illness
prevention program includes:

1 Protection and Preservation of Hearing Pro-
gram (physical examination, ear examination
and audiometry for each worker once a year).

2 Protection and Preservation of the Respiratory
Tract Program (physical examination of lungs,
annual spirometry and examination of the
thorax every two years).

3 Protection and Preservation of Sight Program
(physical examination, assessment of the eye
and its musculature, study of campimetry and
visual acuity for farsightedness and nearsight-
edness each year)

4 Program Promoting and Encouraging Health,
one talk each month.

The fluorite and sulfur mines have an annual oc-
cupational illness prevention program, the purpose
of which is to prevent illness and protect the health
of workers exposed to risks, damage, occupational
illnesses and/or accidents that could arise in the work
environment. This program focuses on preventive
and/or corrective measures geared toward improving
safety and hygiene condition.

In turn, the safety education and training program
at the fluorite mine is focused mainly on control-
ling risks from hazardous materials used during
the mineral-extraction process and avoiding




employee injuries inside the mine. Principal risks
include falling rock, use of explosives, handling
of heavy equipment used to move materials, and
operation of ventilation systems.

Some of the preventive programs are:

Safety Orientation for New Employees
Safety Orientation for Contractor Personnel
Safe Handling of Sulfuric Acid

Material Safety Data Sheets

Investigation of Accidents and Incidents
First Aid

Major Emergencies

0000000

The health programs are run annually by doctors at
the company’s various locations and include training
and distribution of information to employees. The
programs are responsible for controlling risks of the
most common serious illnesses, such as high blood
pressure, diabetes, obesity, influenza, stress, etc.
Equally important has been our focus on preventa-
tive health measures, such as smoking cessation,
which has been linked to increased productivity.

Training for clients and carriers (Persons)

2008 2009 2010
Training of
customers 366 453 288
Training of
carriers 396 255 257
Accident statistics broken out
by means of transportation
Means of Periods
Transportation 2007 2008 2009 2010
Rail 1 2 1 0
Truck 5 8 9 9
Maritime 0 0 0 0
Pipeline 0 0 0 0

During the year there were no incidents of non-
compliance with regulations or voluntary codes
related to the impact of our products or service on
health and safety. (PR2)

Nor were there any incidents regarding noncom-
pliance with regulations relative to marketing
communications, or claims from clients with regard
to privacy and leaking of their personal informa-
tion (PR7 and PR8). Therefore, we did not have any
fines or noncompliance related to the provision or
use of our products. (PR9)

7.4 Contribution to social

progress
7.4.1 Social responsibility in our
communities

Our commitment to the communities in which
we have a presence is based on a joint initia-
tive to promote self-development. Due to the
diversity of social conditions in these communi-
ties, we are currently looking at various phases
of development: assistance, management, co-
management, self-management, and self-devel-
opment. We support the volunteer work of our
employees when these activities join forces with
the needs and initiatives of community develop-
ment. We are working to focus less on purely
philanthropic initiatives and more on strategic
initiatives, in order to give priority to the social

and environmental issues that are aligned with the
company'’s interests.

7.4.2 Strengthening our abilities

The core areas that we have developed are strengthen-
ing abilities, water supply, and health. We extended
training to strengthen abilities to family members of our
employees and to members of the community.

In some projects we established social synergies with

organizations with similar missions. For example, in

Costa Rice, working with the community’s water asso-

ciation and the Rotary Club of Cartago, we undertook

to support improvement in the quality of life of the

population of Gavilan Canta, Costa Rica. As part of the

management strategy with the community, we estab-

lished the following objectives to help us strengthen

relationships:

© Adopt a strategic focus that responds to the priority
needs of the community, in line with our business
objectives.

© Establish partnerships with community
organizations, public or private.

© Guarantee tangible results by defining, establishing
and monitoring indicators focused on each project.
4.16)

7.4.3 Awards, certifications
and distinctions (2.70)

The leadership, drive, perseverance, commitment and
good performance of our employees have been noticed
and recognized by national and international agencies.

For the third year in a row, in 2010, Mexichem re-
ceived certification as a Socially Responsible Company
by demonstrating its commitment and dedication to
Mexico, its people and its communities. Along the
same lines, one of our subsidiaries in Brazil was se-
lected as one of the 20 top sustainable companies by
Exame magazine. Another of our subsidiaries, this time
in Colombia, was a finalist for the Andean Corporate
Social Responsibility Award in the category of Business
or Institution in the National Economy, 2010 version,
an award that combines the environmental, social,
and economic aspects inherent to sustainable develop-
ment in scenarios where greater value and well-being
are created by companies in the country. This award is
endorsed by the United Nations Global Compact.



Location

Salinera del Sur Plant

El Salto Plant

Coatzacoalcos Plant

Altamira Plant

Tlaxcala Plant

Cartagena Plant

Matamoros Plant

Patio Operation,
San Luis Potosi

Fluorite Mine,
San Luis Potosf

New Jersey Plant
Honduras Plant

San Salvador Plant
Costa Rica Plant
Guatemala Plant
Sumaré, Brazil Plant
Suape, Brazil Plant

Joinville, Brazil Plant

Podesta, Argentina Plant

Lima, Peru Plant

Certification as
Clean Industry

MEXICHEM CERTIFICATIONS

1SO 9001
Certification

ISO 14001
Certification

OHSAS 18001
Certification

Others

YES Kosher Certification
NSF Certification for
YES YES Chlorine and Caustic
Soda
NSF Certification for
YES YES YES Chlorine and Caustic
Soda
Kosher Certification
YES YES YES SARI Certification
YES YES YES
Baxter Distinguished
Supplier Certification.
YES YES Probos — Plasticos de
Portugal Certification
YES YES
YES
YES
YES
YES YES YES
YES
YES YES YES
YES YES YES
YES YES YES
YES YES YES
YES YES YES
YES YES YES
YES YES YES SEDAPAL Certification

of Product Compliance




Certification as

1ISO 9001 1ISO 14001

OHSAS 18001

Location Clean Industry Certification Certification Certification DR
NORVEN Venezuelan
Cua, Venezuela Plant YES YES YES Official Seal of Quality
Maracay, Venezuela Plant YES
Receipt and/or Renewal
Guayaquil, Ecuador Plants YES YES YES of INEN
Seal of Quality
Bogota, Colombia Plant YES YES YES Icontec Certification of
Product Compliance
Guachené Cauca, |contec Certification of
Colombia Plant VES VES YES Product Compliance
Barranquilla, Colombia YES YES VES Icontec Certlﬁca’_uon of
Plant Product Compliance
Runcorn, United Kingdom YES YES YES
Plant
St. Gabriel, USA Plant YES YES YES
Shinagawa, Japan Plant YES YES YES
Colpozos, Colombia Plant YES
RCA, Guatemala YES YES YES
La Presa, Mexico Plant YES
Altamira Il, Mexico Plant YES YES
Monterrey Rex, YES Safe Company
Mexico Plant Certification, Level 3
Clean Industry certification granted by the Environ- NSF: NSF International is an independent NORVEN: Brand that certifies final
mental Authority of Mexico nonprofit agency dedicated to product quality in Venezuela
product testing and certification that
1SO 9001: Quality Management System establishes global performance stan- SEDAPAL: Servicios de Agua Potable y
dards for a wide variety of products Alcantarillado de Lima (Potable
1SO 14001: Environmental Management for home and industry Water and Sewer System
Systems Services of Lima)
ICONTEC: Instituto Colombiano de Normas

OHSAS 18001: Occupational Health and Safety
Management Systems

Técnicas (Colombian Institute
of Technical Standards and
Certification)




Plant

Mexichem, Mexico

Mexichem — Amanco, Mexico

Altamira, Mexico Plant

El Salto, Mexico Plant

Coatzacoalcos, Mexico Plant

Tlaxcala, Mexico Plant

Matamoros, Mexico Plant

Mexichem, Brazil

Sumaré, Brazil Plant

Suape, Brazil Plant

AWARDS AND DISTINCTIONS RECEIVED BY MEXICHEM

Environment Health and Safety Social Energy
Distinction as Socially Responsible
Company, awarded by CEMEFI
Distinction as Socially Responsible
Company, awarded by CEMEFI
COPARMEX Award for

reuse of water
First Place National SEMARNAT
Project: Production
of Fumaric Acid

Recognized by the STPS
for the Self-Management
of Health and Safety
at Work Program

**Recognition from the Chlorine
Institute for zero emissions and
zero accidents in 2010

Recognition from the Chlorine
Institute for zero OSHA accidents
in 2010

Environmental Excellence Award

In 2009, National Energy
Savings Award
in the Industry category

Distinction as a Family-Respon-
sible Company, from the STPS,
Mexico

Recognition from Union Pacific
for zero safety incidents

Distinctions from the Mexi-
can Red Cross and the local
government’s Family Develop-
ment Agency (DIF) for supporting
its social programs

Aqua Vitae magazine, first place
Printed Media
ABERJE Award (Brazilian Business
Communications Association),
2010. Book Hydros, best
publication,

Sao Paulo, ABERJE Award 2010
Masterinstal Award Kaluz 2010
One of top 20 Sustainability
Companies, Exame magazine

FIESP/ CNI Award —
Sustainable Development
Category for good practices
in the areas of Innovation,
Productivity,

Design and Sustainable
Development

Fufo / ACIAS Award,
Recognition for
participation in the development
of the city of Sumaré

2008 Anamaco Award
—Technological innovations
for the Amanco Silemtium PVC
product line.

2009 AESABESP (Association of
SABESP Engineers)
Innovation Award granted to our
Amanco Biax product

Renewable Energies Award
for consumption of energy from
sources receiving incentives




Environment Health and Safety Social Energy

Joinville, Brazil Plants
Expressao de Ecologia Award, in
recognition of the company’s
environmental actions
Fritz Muller Award —
Environmental
Management Category,
sponsored by the Environmental
Foundation of Santa Catarina

Joinville, Brazil Plants

Ekos 2010, second place in
Plastics Industry Expoagro Fair
2010 - Best Stand, Aeisa Fair
2010 - Best Stand

Second place, Chemical
Producers Association of Ecuador
(Responsible CARE

Award, Ecuador 2009)

Guayaquil, Ecuador Plants

Finalist in the Andean Corporate

Cusdiene, ozl Har Social Responsibility Award

Finalist in the Andean Corporate
Social Responsibility Award

Environmental Excellence
Generating Sustainable
Development, Elite category
within the District Environmental
Excellence Program (PREAD) for
the Bogota Mayor’s Office and
the district Department of the
Environment

Bogotd, Colombia Plant

Kaluz Foundation Award: A

RCA, Costa Rica water solution for Gavilan Canta

Kaluz Foundation Award, Eco-
logy: Sewage Water Treatment
Project

RCA, Guatemala

CEMEFI: Centro Mexicano para la Filantropia (Mexican Center for Philanthropy)
STPS: Secretaria del Trabajo y Prevision Social (Department of Labor and Social Welfare)

7.4.4 Achievements through the Kaluz
Foundation, A.C.

The Kaluz Foundation, A.C., supported by Mexichem
and other companies in the Kaluz Group (Grupo
Empresarial Kaluz), fosters the development of the
whole person through education, housing, the arts,

sports, health, safety, and environmental stewardship.

The foundation supplies the tools needed to imple-

ment its own projects and offers support to other
institutions in order to generate multiple synergies
that promote well-being. Likewise, it supports social
responsibility initiatives aimed at communities in
the countries in which the Kaluz Group operates.
Through its driving force for new program creation,

Redoblando Esfuerzos por mi Comunidad (Redou-
bling Efforts for my Community), it helped more
than two million people in 2010. In addition, the
Kaluz Foundation Award, Redoblando Esfuerzos
por mi Comunidad, helped more than 56,000
people from various countries in Latin America.



EXTERNAL SOCIAL, ENVIRONMENTAL AND ECONOMIC INITIATIVES (4.72 and 4.16)

Project

Construction of a
community center
Clean school

For healthy development
of children in the
community

Building together: the
future of La Salitrera

La Gruta Project

Reading and writing
activities

Environmental education

Environmental sanitation

Improvement of
social skills

Sports education

Development of skills
and abilities

Nutritional education

Professional plumber
certification program

Main Purpose Chain T Location Benefited
Promote development in the most at-risk community in the rural zone of Cajica, through
the construction of a community center with materials that will demonstrate the Mexichem
excellent properties and advantages of our PVC product in the construction sector. The | Chlorine-vinyl Derivados Cajica (Colombia)
center will enhance local recreational activities and stimulate development in a healthy Colombia
environment that improves quality of life in the community.
Receive the Clean School certificate in a community school. This would be the second . - S .
) . o X . . Resinas Vinilicas | St. Toribio Xicohtzinco,
in Tlaxcala and in the country to obtain it, which would help create awareness about Chlorine-vinyl .
X . . - . Tlaxcala Tlaxcala (Mexico)
environmental stewardship among the new generations in the community.
Begin developing the green area in the residential development with an investment of Resinas y Colonia Lazaro
MXN100,000 that will be contributed by Mexichem Resinas Vinilicas and Mexichem Chlorine-vinyl Compuestos Cardenas in Altamira,
Compuestos. Altamira Tampico (Mexico)
Provide building blocks for modernizing, expanding, and adapting rural housing, with ) La Salitrera, municipality
) A X ) Fluorine, San )
the company’s participation, through the purchase of the block maker and production of Fluorine Luis Potosi of Villa de Zaragoza,
the blocks, specifically by working with labor from the community. San Luis Potosf (Mexico)
Amanco
Expand and beautify the zone known as La Gruta in the community neighboring our Vertical Tubosistemas La Asuncién de Belén,
company, where there is a natural water spring. solutions de Costa Rica, Heredia (Costa Rica)
S.A.
Promote reading and writing as tools for learning for low-income boys and girls in the . .
e : o , . : ’ . Localities of Ciudad
localities of Bosa and Ciudad Bolivar, in Bogota. Spaces for reading will be provided to Vertical Pavco ) i
. . . S ! A . . Bolivar and Bosa in
encourage the habit of reading and stimulate creativity in assembling written and oral solutions Foundation Bogots (Colombia)
texts through the use of the libraries and activities in the world of books. 9
Promote environmental education to influence a change in habits in the protection of " )
o . ; i . Localities of Ciudad
natural resources of the school-age population in the localities of Ciudad Bolivar and Vertical Pavco . i
; X : ; ) . . Bolivar and Bosa in
Bosa in Bogota. Increase awareness and promote creation of environmental stewardship solutions Foundation . .
S G Bogotéa (Colombia)
activities in children and youth.
Promote environmental sanitation to improve living conditions for residents in the . Localities of Ciudad
» . . ) . ; ) . Vertical Pavco . .
localities of Ciudad Bolivar and Bosa in Bogotd, which will help improve health solutions Foundation Bolivar and Bosa in
conditions, habitability, and use of housing and institutions by the participants.. Bogota (Colombia)
Encourage play in at-risk children, as a tool for learning and education, to improve their Vertical Pavco Loc,alltles of CIUd?d
. . . . . Bolivar and Bosa in
social skills and mental acuity. solutions Foundation . .
Bogotd (Colombia)
Develop and promote sports programs that contribute to the cognitive, emotional and . Localities of Ciudad
! ' ) . Vertical Pavco . .
physical development of children and teens, supporting their development as well- . . Bolivar and Bosa in
) . solutions Foundation . )
rounded persons and leaders in society. Bogotéa (Colombia)
Encourage the well-rounded development of boys and girls from 0 to 6 years of age . Localities of Ciudad
- . ; ; ; Vertical Pavco . .
through programs of exploration, games and experimentation that stimulate their . . Bolivar and Bosa in
Lo T . . o . solutions Foundation . .
abilities; skills; and their physical, cognitive and social performance. Bogota (Colombia)
Promote nutritional education as a strategy to encourage healthy habits in low-income - .
S L ) . 8 JARR A . ) Localities of Ciudad
families in the localities of Ciudad Bolivar and Bosa in Bogota. This will help improve the Vertical Pavco . -
I o " A . . . . Bolivar and Bosa in
nutritional condition and health of the families participating in the project by adopting solutions Foundation . .
) ; : ; Bogotéa (Colombia)
healthy lifestyles that will allow them to prevent illness and live well.
Help professionalize the plumbing trade with a skills certification to enable individuals to Vertical Pavco Bogot’a, Bucgramaga,
L . " . . Cucutd, Manizales and
be more competitive in the market and gain access to better employment opportunities. solutions Colombia

Medellin (Colombia)




Improvement of educa-
tion in Guachené-Cauca,
Colombia

Minga Mujer Women'’s
Association

Safe sanitation for
rural communities of
Guachené

Arturo Uslar Pietri Project

Complete piping system
for Colinas de San
Gabriel

Organic urban agriculture
in southern Bogota

Become involved in the Ecological School in the Barragan United Rural Settlements in
the Municipality of Guachené, to help improve conditions to guarantee higher-quality

education in the rural zone of this municipality. The project, in partnership with the local Pav_co de Barragan United Rural
! ; X ) Occidente )
government, Pavco, UNICEF and the community, promotes repurposing of infrastructure Vertical Ltda Settlements, Muni-
to create learning spaces that meet the needs of the school-age children, improve solutions v cipality of Guachené
- . ) h Guachené :
health and hygiene conditions, control health risks, encourage an environmentally aware (Colombia)
) X . Cauca
culture with concern for the safe handling of water, wastewater, sewage and solid waste
in schools and its impact on families. The methodology was contributed by UNICEF.
Train women in the community of Guachené, help them set up the Minga Mujer
regional association so they can supply the companies in the industrial park in the free
zone of Cauca. This group of women, who have supplied lunches and light snacks for
) ) - ; ; ) Pavco de
the Pavco plant in Guachené for the past four years, will improve their business skills Occidente El Guabal Rural
in order to obtain new clients in the industrial park where we are located. In 2010, Vertical Ltda Settlement, Municipality
they were trained in administrative principles, basic concepts of food preparation solutions v of Guachené
: . . X - Guachené -
and prevention of food-borne illness, good manufacturing practices, quality control, Cauca (Colombia)
hygiene and basic sanitation (see attachment). In 2010, the training was sponsored
by Pavco de Occidente, which received the Social Responsibility Award, Undertaking
Peace, a Business Wager, in 2009.
. S S Pavco de .
Equip the families in the rural zone of Guachené with systems for safe management of . Colombia — Department
. e ) o . Occidente
wastewater with sewage and soap, avoiding illnesses such as acute diarrhea, parasitism Vertical Ltda of Cauca - rural zone
and Dengue fever, which affect mainly children in the region. The project consists of solutions " of the Municipality of
. Guachené .
building restrooms and wastewater treatment systems. Cauca Guachené
Donate books for the 2010-2011 school year to a school that has proven to be in financial
need. The books will be delivered to the children with special instructions to use them and
keep them so that, at the end of the school year, they can share them with the students . o
. B ) . Costa del Rio Barrio, Via
who will be promoted up to their level. In turn, they will receive from the more advanced . S
. : ; Vertical Pavco de Coropo, Municipality
students the books necessary for their new school year. This way, we are teaching . ! X
: ; . " . solutions Venezuela Francisco Linares
our children to keep possessions in good condition and to share them with others, Alcéntara (Venezuela)
important values for life. In addition, we will be able to increase the level of education by
guaranteeing that all the students have the books needed for their instruction, facilitating
the teacher’s work and thereby increasing efficiency.
Design a comprehensive piping system to supply and distribute clean water and to Vertical Pavco de Colinas de San Gabriel,
divert used water in the community of Colinas de San Gabriel, located in Cua, State of . located in Cua, State of
. solutions Venezuela .
Miranda, Venezuela. Miranda (Venezuela)
Encourage organic urban agriculture as a strategy to provide safe foods to low-income . Localities of Ciudad
o ; . . . . . . . Vertical Pavco . :
families on the south side of Bogotd, which will contribute to an improved quality of life solutions Foundation Bolivar and Bosa in

for that population.

Bogota (Colombia)




. . . . Location
Project Main Purpose Chain Location - Categor
) P Benefited gory
Acquisition of defibrillator- Prevent deaths due to cardiorespiratory failure in children undergoing .
. i P . . . Mexichem Coatzacoal-
pacemaker for the area of chemotherapy. Contribute to the certification of the Valentin Gémez Farias Hospital | Chlorine- )
o . . : . . . ) . . Derivados co Veracruz Health
Pediatric Oncology in the in the specialty of Pediatric Oncology, which will make it easier for the federal and vinyl :
. . ) X : Coatzacoalcos (Mexico)
Regional Hospital state governments to allocate financial resources to improve the department.
Construction and fu_ndlng Provide a park for the Primero de Agosto residential area in the rural township of . Mexichem Rural township
of the park at the Primero ) Chlorine- )
. . . Pasacaballos, to be used as a space for recreation and to play sports, to be used for ) Resinas of Pasacaballos Outdoors
de Agosto residential area in , . o , : . : vinyl . .
appropriate leisure activities for its residents and neighboring areas. Colombia (Colombia)
Pasacaballos
Melchor
Never Too Late to Learn Improve the adult educational facilities in the community. Chlprme- Quimir Ocampo, lState Education
vinyl of Mexico
(Mexico)
Improve the perception that youths 15-18 years old have of the chemical industry Helsby,
and how they relate to science. Due to the declining interest in the sciences, there . . Cheshire .
Schools Program ) o o - : . . Fluorine Fluor RU . Education
is a knowledge gap in this generation’s proficiency in chemistry. It more important (United
than ever to communicate the value of chemistry. Kingdom)
St. Gabriel, LA
. o . . . . . Fluorine, Plant (United
Biggest Loser Competition Inspire employees to lose weight and encourage each other in a healthy lifestyle. Fluorine United States States) Health




Project

Rain water and storm water
management

Location

Transitional shelters (75)

Water vigilantes

Development of public
spaces for recreation and
sports for the school-age
population

A Mother's Love: Project to
promote breastfeeding for
the first 6 months

Merry Christmas for
underprivileged children

Start-up of teaching facility
in Guachené

Helping grandparents

Main Purpose Chain Location - Categor
P Benefited gory
L . . Vertical Amanco Zone 4 Mixco,
Support the sustainability of water in the regions. solutions Guatemala Guatemala Ecology
Provide emergency housing for families affected by the path of tropical storm Vertical Amanco Chimaltenango
Agatha in Chimaltenango and Solol4, with the support of World Vision and local . and Sololg, Housing
" solutions Guatemala
authorities. Guatemala
Actively participate in the program to reduce consumption of potable water caused Vertical Amanco Tubo- S::r:gis:_-
by leaks and internal damage, and promote a change in water usage habits of solutions sistemas Costa Alaiuela-Pavas Ecology
students, teachers, and administrators in selected schools. Rica y .
(Costa Rica)
Contribute to the physical development and good use of free time of the school-age Vertical Pavco Bogota Bogota Sports
population in marginalized areas, adapting a space for recreation and playing soccer. | solutions Colombia (Colombia) P
Localities of
Help promote, protect and support breastfeeding among Vertical Pavco Bogota | Ciudad Bolivar Health
pregnant and nursing mothers. solutions Colombia and Bosa in
Bogota
Provide a joy-filled day for tlhe neediest children in the community. We are seeking Vertical Pavco Bogotd | Locality of Bosa .
a sponsor among our friends and collaborators to provide a gift, an item of ut lombi - ) Recreation
clothing and a delicious meal. solutions Colombia in Bogota
Urban area
of Guachené-
In the municipal seat of Guachené, implement tools to improve elementary school Vertical Pavco Cauca, Education
students’ learning conditions and strengthen their cognitive abilities and aptitudes. solutions Occidente Western
Pavco Plant
(Colombia)
Improve the quality of life of the elderly at the Hogares Fraternales Madre Admi- Chlorine- Mexichem El Salto Jalisco
rable A.C. nursing home in El Salto, Jalisco, by providing wheelchairs, walkers, vinvl Servicios (Me;dco) Health
portable toilets, mattresses, etc. y Derivados

7.4.5 Impact of investments in social
infrastructure

Mexichem Fluorite Mine built a school for primary
education that currently benefits 60 children

from the mining community and villages near

the municipality of Zaragoza, Mexico, with an

investment of $2.9 million.

Mexichem Coatzacoalcos plant donated MXN230,000

for the purchase of equipment for the pediatric

oncology room of the regional hospital. This supports

the diagnosis and treatment of children in the 18
adjoining municipalities in the region south of
Veracruz, Mexico, who suffer from some type of
cancer. (EC8)

Mexichem’s Tlaxcala plant supported the

municipality of Santo Toribio, Mexico, with

MXN115,000 to remodel a recreational

children’s park that benefits the overall
success of the community. Today, this park
has a new look, and the children have a place
to play. (EC8)




Coatzacoalcos is located in southeastern
Mexico, in the state of Veracruz. In the region,
there are more than 20 documented cases of
children with cancer who are not receiving
formal medical treatment (a special hospital
area for this), and those who do receive it share
these limited spaces, exposing themselves to
infections and contagious diseases due to lack
of adequate facilities. Those who can transfer
to the city of Xalapa, 350 km away, do so at
their own risk and with their own resources, to
receive better care.

Due to the lack of financial resources,
appropriate equipment and pediatric oncology
specialists, only four children are receiving
specific cancer treatments at the Community
Hospital of Coatzacoalco, which serves 18
municipalities in the region.

(4.12)

La Asociacién Mexicana de Ayuda a Nifios con
Cancer (Mexican Association to Aid Children with
Cancer), a nonprofit association, negotiated with
the state government to expand the Community
Hospital to establish an oncology wing. This location,
equipped to provide oncology services to young
children, is divided into the following areas:

a) Operating / procedures room
b) Chemotherapy Room A
¢) Chemotherapy Room B

The oncology wing requires equipment, instruments
and specialized diagnosis and treatment units that
allow children and adolescents to increase their
chances of recovery and to bring them back healthy
to their families.

Mexichem Derivados supported the Association with
MXN230,000 to purchase diagnosis and treatment

equipment for young children with any type
of cancer. The company matched each peso
contributed by workers. With these resources,
a portable, six-channel electrocardiograph
machine, portable digital ultrasound
equipment, a horizontal laminar flow hood,

a six-parameter vital signs monitor and a
defibrillator-pacemaker were purchased.

This last item is especially important, as it can
prevent children dying during chemotherapy from
suffering cardiorespiratory arrest during treatment.

The Oncology Wing at the Community Hospital
was equipped and opened with the donations
from workers at Mexichem Derivados. The
chemotherapy area was named the Mexichem
Room and was furnished with easy chairs,
various media and equipment for the complete
care of children.




Our focus on environmental management is
centered on eco-efficiency, meaning, to continue
to do even more and go further with less. In this
way, we expect to remain competitive and at the
same time reduce our environmental footprint.
This commitment permeates all areas of the
company, as we are convinced of the vital need to
wisely manage our natural resources.

Mexichem is a large transformer of energy

and raw materials into products that are an
essential part of peoples’ daily lives. We know
that the triple-bottom-line sustainability model

is supported both by corporate governance and
by technological development. Our research
center focuses on strategic projects for continual
improvement and innovation and supports

the production chains in the development of
environmental management processes aimed at
finding sustainable development in our operations.
Accordingly, we have worked in priority areas to

© Optimize the use and utility of water and energy

© Reduce waste

o Control atmospheric emissions

© Restore or compensate for the possible negative
impacts on biodiversity, the soil, surface water,
and aquifers

© Conduct research to design and produce

products that are safer and harmless for the
environment.

Our plants have developed management systems
to identify and manage significant environmental
aspects, design improvements in operations and

incorporate good industrial and mining practices
that distinguish them as clean companies.

Through its subsidiaries in the various countries

in which it operates, Mexichem has signed the
global initiative of the chemical industry known as
Responsible Care®. Member companies commit to
continually manage the safety of their operations
and production and the protection of health

and the environment, all within a framework of
ethical principles and practices. These include,
among others, transparency and openness in
public communications regarding operations and

8. ENVIRONMENTAL
DIMENSION




products, collaboration with public and private
authorities for the development of better practices
and regulations, and the supervision of products
aimed at incorporating safety considerations in all
the stages of a product’s lifecycle — from design
and production to transportation, transformation,
use, and final disposal.

8.1 Impact of new plants on
environmental performance

During 2010, Mexichem continued its vertical
integration strategy in the fluorine chain through
the acquisition of refrigerant gas production plants
in the United Kingdom, the United States, and
Japan, as well as the construction and start-up

of a sulfur extraction plant in Jaltipan, Veracruz,
Mexico. With regard to the chlorine-vinyl chain,
we acquired PVC resin and pipe production plants
in Mexico.

The impact of these acquisitions on our
environmental performance, as shown in this
report, was reflected in the increased consumption
of raw materials, natural gas and water, as well

as in the volume of wastewater discharged. The
consumption of electrical energy was not affected,
and waste generation increased only slightly.

Our baseline of information, established in
2009, was modified with the contribution

of the new plants in 2010. Therefore, we

now have a greater challenge in meeting our
environmental performance goals and must
integrate the information from the operations in
2011 and adjust our baseline. We believe that
our environmental focus in the sustainability
management model will allow us to adjust
proposed goals if necessary.

8.2 Investments in environmental
projects

In 2010 we made investments in environmental
control projects amounting to USD18.5 million,
primarily in activities related to soil remediation,

improvements to optimize energy use, reduction
of emissions that deplete the ozone layer and
reduction of industrial waste. (EN30)

Below are some of the main projects we carried out:

Project Country Plant

Decontamination of
mercury in the soil, in the
electrolysis zone, an area
of 2,900 m? and volume
of 10,410 m?

Mexico| Santa Clara

Replacement of fluidized
bed to reduce noise
levels in the compounds
plant, on the

KP3 line

Mexico| Altamira |

Increase in the capacity
for cooling effluents

to supply the biological
reactor at safe,
temperature ranges

Mexico| Altamira |

Environmental sanitation,

step one Mexico SLP Mine

Recovery and drying
of mud from the
PVC effluent
treatment plant

Colombia| Mexichem

Wastewater
treatment

Guatemala® Mexichem




8.3 Use of natural resources
(salt, fluorite, and sulfur)

The raw materials used to manufacture Mexichem
products are essentially salt (sodium chloride),
fluorite (calcium fluoride), and sulfur. These three
raw materials are obtained from our own mines
through extraction processes. (EN1)

Salt is the natural resource that is the starting
point of the chlorine-vinyl chain. It is converted
into chlorine and sodium by means of an electro-
lytic process. The reaction of chlorine with ethyl-
ene produces the vinyl chloride monomer (VCM),
which is transformed into polyvinyl chlorine (PVC)
through a polymerization process. Plasticizers,
stabilizers and other substances are added to
PVC resins to convert them into vinyl compounds,
which can be processed and then transformed
into any number of final-use products. Mexichem
converts part of the PVC it produces into pipes
and geosystem membranes.

Mexichem Resinas Vinilicas in Altamira,
Mexico, was recognized with the National
First Place in Environmental Leadership in

the category of Technological Innovation

for Better Environmental Performance, for

its Production of Fumaric Acid from the
Phthalic Anhydride Production Process. The
prize was awarded in the framework of the
Environmental Cooperation Program initiated
by the Department of the Environment and
Natural Resources (SEMARNAT) and the
Mexican Employers’ Association (COPARMEX),
whose objective is to improve environmental
performance and competitiveness in business.

Fluorite, known chemically as calcium fluoride, is a
mineral used in the steel, cement, glass and ceram-
ics industries. It is also used in the manufacture of
hydrofluoric acid, through a reaction with sulfur.
This hydrofluoric acid is then used in the manufac-
ture of refrigerant gases for air conditioning and
refrigeration systems.

In June of 2010 we started operations at the sulfur
extraction plant using the Frasch mining process.
This method requires the injection of superheated
water with natural gas, at high pressure, into the
subsoil to melt the sulfur, converting it into a liquid
state. The sulfur is extracted using a U-bend by
injecting high-pressure air through pipes installed

in wells drilled 200-300 meters deep. The evalua-
tion of the environmental impact, from the project
design, considered that there would be a reduction
in the use of energy through the recovery of at least
90% of the water injected, and the environmental
effects of the disassembly to access the drilled areas
would be offset with reforestation. (EN26) Environ-

The project

The production of phthalic anhydride generates
organic volatile gases at the end of the process.
Its treatment as a waste — through a catalytic
incinerator — requires an estimated investment
of USD4.5 million and annual expenses of more

than USD500,000 to operate the incinerator.

With a sustainable focus based on ecoefficiency
and synergies derived from making the most of
by-products, Mexichem channeled its efforts into
finding alternative technologies to use this waste
as a raw material for other processes. The result
was the development of a project that allows

mental impact authorization was obtained for the
extraction of sulfur for 30 years, with a closing plan
that includes environmental recovery of the site for
ten years. (MMT10)

2007 2008 2009 2010
Raw
materials
in ton
per year 2,927,557 | 2,852,913 | 3,355,918 | 3,942,044
(ENT)

We are continually making efforts to use our re-
sources more efficiently, incorporating the “reduce,
reuse, recycle” and industrial metabolism principles.

We achieved an average industrial recycling per-
centage of 14%; that rate is greater in our fluid
conduction chain, in which PVC waste used as a
raw material is recovered to be reintegrated into
the process, as a part of the product’s lifecycle.
(EN2)

the treatment of 58,000 m3/hr of exhaust
gases with recovery of maleic anhydride, a
raw material in the production of fumaric
acid, which is used in the food industry as a
regulator of acidity and as a preservative.

The treatment of the residual gas flow

in this manner allowed us to avoid the
investment and operating expenses
associated with handling it as a waste, and
to avoid wasting materials that can be used
to produce useful substances. Likewise, it
helped increase profitability of the business
and preserve the environment.
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8.4 Efficient use of water
and energy

Considering the economic value of our products
and the growing cost structures for energy and
water, we are continually seeking to improve our
efficiency in the use of these resources.

Energy consumption

Electrical energy and natural gas are the main
sources of energy that Mexichem consumes. We
are constantly trying to improve energy efficiency
through technological improvements in processes
and other initiatives. Our efforts have resulted in
cost savings as well as competitive advantages
and market differentiation.

We are aware that the use and consumption of
energy is a significant environmental aspect at
Mexichem, and we have developed a responsible
culture regarding use of this input through savings
programs designed by committees comprising
technical personnel from the plants. Successful
practices are then replicated at the various

08 09

Natural gas usage

chains. Mexichem initiated the Energy Efficiency
Program in 2004 at its chlorine-soda plant in
Coatzacoalcos, Veracruz, Mexico, which represents
38% of the total electrical energy consumption

in this country. The program has been introduced
at another eight companies in the group and,

as a result of this effort, between 2008 and

2009 the Mexichem plants have won awards in
various categories of the National Energy Savings
Award given by the National Commission for
Energy Savings. Although the level of savings

was maintained in 2010, being able to increase

it will depend on advances achieved by new
energy efficiency projects incorporated in the
environmental performance goals. These include
the installation of solar panels to provide energy
to the lighting network for the Coatzacoalcos and
El Salto plants, as well as for the corporate offices
at Tlalnepantla, Mexico. (EN5)

Most of the energy we use comes from electricity
provided by outside companies. We also use gas
and, to a lesser extent, steam purchased from a

third party, diesel and GLP. To generate energy,
the suppliers use thermoelectric, hydroelectric,

1,200,000
1,000,000
800,000
600,000
400,000

200,000
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Electrical energy usage

coal-generated-electric, geothermal-electric, wind-
generated-electric, nuclear-generated electric, and
biomass plants. (EN4)

The consumption of fossil fuels (natural gas)

is a significant source of GHG emissions, and
this use is directly related to CO, emissions

at our company. At Mexichem, direct energy
consumption of natural gas in 2010 was 20%
higher than in the previous year, due primarily to
the start-up of the sulfur extraction mine. This
increase offset the savings achieved in 2009,
which amounted to an 18% reduction over the
2008 amount (EN3) while total products sold in
tons rose only 7% over the same period. This
indicates that we are operating with less energy
efficiency through direct consumption of energy
per unit of product sold.

Given that the sulfur extraction mine caused the
primary increase in natural gas use, we developed

a plan to increase energy recovery in the extraction
process, which will allow us to optimize consumption
of the fuel. These improvement actions are part of
our 2010-2013 goals.

09 08

Electrical energy usage
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At Mexichem, the indirect consumption of
electrical energy in 2010 was 20% less than
in 2009, while the volume in tons of products
sold increased by 7% over the same period,
demonstrating a trend of improvement in the
efficient use of electrical energy per unit sold.

The Mexichem plants in Brazil have been working
for several years to provide products and services
that stand out, through three strategies in the
product’s life cycle: ecoefficiency, ecodesign, and
ecoinnovation. One example is the modern plant
of Suape, in Pernambuco, inaugurated in 2005,
and considered to be a model of ecoefficiency,

as it consumes energy that comes from biomass
and uses less than 20 liters of water per tonne

of pipe manufactured. Likewise, it has an
effluent-treatment system that allows the reuse
of water in irrigation of gardens, in toilets, and
for cleaning the plant floors. The environmental
division in Brazil reported savings of more than
USD40 million between 2001 and 2010, with a
78% reduction in the use of water for processing.
It should also be mentioned that significant
reductions have been made in energy, waste, and
excess weight. (EN6)

Other investments implemented at Mexichem
plants to save energy include: increasing

the number of electrolytic diaphragm cells to
reduce the flow of current in the production of
chlorine-soda; exchanging electric engines for
high-efficiency engines; replacing incandescent
bulbs with energy-saving bulbs; increasing the
efficient use of water with improvements in
compressors; changing packing in the cells of the
cooling tower; and installing more efficient frozen
water equipment. In addition, we implemented
operating practices such as reduction in line
equipment and a decrease in the number of
ventilators in the cooling towers during the
winter months. (EN7)

Water consumption

Our operations are subject to authorizations
from the governmental agencies that give us the
permits, licenses and/or water deeds issued in
accordance with the environmental laws of each
country. In 2010, the consumption of “first-use”
water was 10,208,789 m?. The extraction of

water from surface bodies of water was 84%;
from aquifers it was 16% (ENS)

2007

Surface water m3 6,414,535

2008
5,861,867

2009
6,214,158

2010
8,604,753

Subterranean water m? 627,393

936,159

600,757

1,604,036

Total use of water in m3 7,041,928

6,798,026

6,814,915

10,208,789

We have no knowledge of water sources that
have been significantly affected by the extraction
of water for use by Mexichem (EN9). We
currently recycle and reuse more than 50% of
the water that we utilize, mainly in the mineral
concentration processes at our fluorite mine.
(ENT0) In this way, only 47% of the water used is
“first-use” water.

2007

Recycled and

reused water m? 5,675,623.7

2008

5917,573.6

2009

5,603,900.1

2010

5,417,633

Recycled and reused water % 80.0

87.0

82.0

53

The total discharge of our residual water, with
primary or secondary treatment, to surface
bodies, municipal drainage and infiltration, was
5,803,790 m?, which represents 56% of the total
water used. (EN21) In the total soil water balance,
we did not quantify losses by evaporation or
natural collection of rain water in our tailings
dam, which can represent a variation of up to
15%. The change in amount was affected by the
sulfur extraction and the fluorine chain operations
in the United States.

2007
Discharge of wastewater, m?
in rivers, streams, municipal

drainage, infiltration 2,420,187

2008

2,550,174

2009

2,273,020

2010

5,803,709




MEXICHEM ON THE GLOBAL
WATER SITUATION

Ban Ki-Moon, Secretary-General
of the United Nations.

We are at a decisive moment in history — a point
at which we must achieve sustainability in our va-
rious fields of activity and responsibilities. We must
do this to guarantee that our planet will continue
to be healthy and functioning. According to the
2010 Living Planet Report from the World Wildlife
Fund (WWF), the earth has surpassed its capacity
to replenish the resources necessary for human
needs by 30%.

Facing this challenge, we at Mexichem understand
that water, as a vital element of development,
becomes a core theme in all our business activi-
ties. We recognize that this resource connects our
actions with the everyday life of investors, emplo-
yees, clients, suppliers, communities, government
heads and opinion makers. Together, we must
understand how human beings relate to water,
and how much land and water are necessary

to produce the resources that we consume and
absorb the waste that we produce. The business
leadership that we have consolidated in more than
15 countries around the world allows us to adopt
a position at the forefront, implementing busi-
ness strategies that anticipate and handle risks,
changing them into opportunities for economic,
social, and environmental progress. For this, our
daily water pact will continue to be a part of our
agenda. We are committed to continue creating
awareness of the global challenges we face. We
want to be part of a paradigm shift in human
behavior, building a new coexistence with water,
in a world in which humanity lives within the limits
of the earth’s ability to replenish itself.

The magazine Aqua Vitae, published by
Mexichem, wins first place in Brazil.

Hydros, a book published by Mexichem and the
Kaluz Foundation, stands out as the best special
publication in the city of Sdo Paulo.

Mexichem, through one of its companies in Brazil,
merited the 2010 ABERJE Award in the category
of Print Media, given by the Brazilian Business
Communications Association to the magazine
Aqua Vitae, which had won the Sao Paulo regional
award in this same category.

Aqua Vitae, a pioneer in Latin America, has been
in existence there for the past five years. A project
backed by Mexichem, its purpose is to increase
awareness and generate knowledge, reflection
and suggestions related to the themes of pota-
ble water and sanitation. In accordance with the
director of Aqua Vitae and manager of Corporate
Communications at Mexichem Brazil, the award
is a recognition of the company’s commitment to
a theme that is extremely relevant for the present
and future of humanity.

At Mexichem, we understand the importance
of multisector actions and of collective and
individual commitment in order to face the
issues related to water. More and more, society
requires that this issue be approached with a
comprehensive focus, as it is an economic, te-
chnological, and cultural matter. The magazine
Aqua Vitae responds to these needs.

Aqua Vitae is published every four months with
a print run of 18,000 copies and is distributed
in more than 14 countries in Latin America. It is
produced in Brazil, Costa Rica and Colombia in
Spanish and Portuguese. Aqua Vitae is the only
publication in these regions that speaks to the
challenges related to water from a vision that
is 100% Latin American, with a multisector
focus, within a global context.

Hydros Il — Challenges, a photography book
published in 2010 by Mexichem, was the win-
ner of the ABERJE Award in the Region of Sao
Paulo in the category of Special Publication,
and was a finalist in the national competition.
This is the third volume in the photography
series promoted by Mexichem; its purpose is
to serve as a channel to increase awareness
among national, regional, and global leaders.

The book shows the most urgent challenges
facing us in the sanitation sector, from the
view of a participant rather than a spectator: as
one responsible for his own destiny, dedicated
to molding and adopting a decisive role in
transforming the world, and forging his own
mission.

These publications were recognized during
the 36™ edition of the ABERJE Awards, whose
mission is to strengthen the strategic vision of
communications in businesses and institutions
by stimulating, recognizing, and presenting
efforts and initiatives. (SO, 4.12 and 4.16)




8.5 Controlling Emissions
and Handling Waste

Controlling emissions

We monitor emissions of gases and particulates
at all of our facilities to guarantee the health and
safety of neighboring communities as well as the
protection of the environment we share.

Most of the countries in which we operate are
not members of the Annex | of the United Nations
Framework Convention on Climate Change and
of the subsequent Kyoto Protocol, so there is no
obligation as a company to make greenhouse

gas inventories; nor is there a commitment to
reduce emissions. Nonetheless, we have been
conducting our greenhouse gas inventories since
2007, with the aim of reducing total emissions.
These emissions are calculated based on the
methodology of the World Resources Institute
(WRI) and of the World Business Council for
Sustainable Development (WBCSD), as well as the
emission factors from the Comisién Federal de
Electricidad (CFE) reported in the greenhouse gas
program of Mexico, http://www.geimexico.org/.
(EN16 and EN17)

The commitment to reduce these emissions has
caused us to give even greater consideration to
energy efficiency and energy savings at all levels
of the organization, from our offices to our
industrial facilities. Likewise, we are giving greater
weight to the use of renewable energy sources, in
order to decrease our carbon footprint.

2007
Direct emissions of
greenhouse gases,

in equivalent tonnes of CO, 157,100

In 2010, Mexichem?’s level of direct and indirect
emissions changed with the acquisition of the
refrigerant gases (fluorocarbons) production plants in
the United Kingdom, United States and Japan, as well
as with the start-up of operations of the sulfur mine.

Initiatives to reduce GHG emissions and
the reductions achieved

We will continue with our plans to implement
ecoefficient energy in processes, update technology,
and evaluate options for renewable energy use.
(EN18)

As a result of the implementation and maintenance
of good practices in handling substances that
destroy the ozone layer, agreed to in the Montreal
Protocol, we have achieved significant reductions
since 2007. (ENT9)

In 2010, we started a new chlorine recovery
process using a system of low-temperature

tertiary liquefaction, a project that we developed

in conjunction with the United Nations Industrial
Development Organization. This project has allowed
us to eliminate the use of carbon tetrachloride and
the R-12 refrigerant in the Coatzacoalcos plant,

and we were thereby able to lower emissions of
substances that deplete the ozone layer.

Mexichem was invited to participate in the Climate
Change Conference (COP 16) which took place in
Cancun, Mexico, to demonstrate the success of the
project in terms of the environment, economics,
and cooperation of international governmental
entities and private industry. Mexichem’s case was
the only one that represented the international
industrial sector at this conference.

2008 2009 2010

143,313 146,318 187,044

Indirect emissions of
greenhouse gases,

in equivalent tonnes of CO, 852,400

706,240 635,751 643,125

Total emissions of
greenhouse gases,

in equivalent tonnes of CO, 1,009,500

849,553 782,069 830,169

EMISSIONS THAT DESTROY
THE OZONE LAYER, BY
WEIGHT

Waste management

Most of our waste from manufacturing is tailings,
also known as slag and sterile material. These waste
materials are disposed of in specific sites approved
by the authorities for that purpose, such as tailings
dams and deposits in yards within our facilities.
(EN22)

There were no accidental spills of products in 2010,
or in previous years. The Mexichem plants have

specific plans and personnel trained to take care of
accidental spills, both within our operations as well
as in the case of accidents during transport. (EN23)

Hazardous waste is handled in temporary
warehouses to subsequently be sent to controlled
containment sites, with treatment to stabilize

the product or recycle it, in accordance with



In December of 2010, Mexichem Derivados,
Coatzacoalcos plant, notably participated
in the talks at the United Nationals
Framework Convention on Climate Change
and the Kyoto Protocol (16" Conference

of the Parties (COP16) / 6" Convention

of Montreal Protocol (CMP6)). This global
meeting, which on this occasion took place
in the city of Cancun in Quintana Roo,
Mexico, was held from November 29 to
December 12, 2010.

Mexichem was one of the three Mexican
companies invited by the Office of the Ozone
Layer, under the authority of the SEMARNAT,
to present the environmental achievements
of its project to eliminate the use of carbon
tetrachloride in the country, a project that
was initiated in 2009 and ended in the

third quarter of 2010. Mexichem Derivados
Coatzacoalcos plant made the Phase Out of
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Total waste handled

CTC Consumption in Mexico presentation as part
of the Parallel Events program, which took place at
Cancunmesse, called Synergies between Montreal
Protocol Actions and Climate Change in Mexico.

The Department of the Environment of Mexico
highlighted this project carried out by Mexichem
as a successful example derived from the
coordinated participation of three sectors to
achieve a common goal: industry (Mexichem), the
government (SEMARNAT), and the United Nations
Organization (UNIDO), focused on the fulfillment
of the Montreal Protocol agreements to reduce
emissions of gases that damage the ozone layer
and contribute to global warming.

The speakers in this group of meetings were
Secretary of the Environment, Juan Rafael Elvira
Quesada; Executive Secretary of the Ozone Layer
for Latin America, Marco Gonzalez; Dr. Mario
Molina, Nobel Award in Chemistry 1995; and Mr.

environmental legislation in each country. In 2010,
we did not transport any hazardous waste to
other countries. (EN24)

We are generating waste that requires special
handling, although it does not meet the
characteristics to be considered hazardous: tires,
glass, plastics, paper, cardboard, biodegradable
organic material, wood, and others. Some of
these are recovered, as in the case of oils that
are used as fuel in the cement plants; others are
reused, as in the case of wood, cardboard and
paper; or are recycled, as with plastics. In other
cases, when coming from industrial operations,
they must be handled in accordance with special
protocols, as in the case of by-products from
processing. Consequently, this class of waste must
have special plans of action that define its use
and/or final sustainable purpose,such as use in
paving roads, or fill and compacting material.

Kandeh K. Yumkella, General Manager of
the UNIDO.

There were 193 delegations participating in
the COP16, and important agreements were
reached in aspects such as definition of goals
to reduce emissions, technology transfer,
financing, and reduction of emissions owing
to deforestation and soil degradation. The
Cancun agreements reaffirm the global
commitment to combat climate change and,
in the conclusions of this Convention, it was
determined to create a “Green Fund” to
mobilize annually, until 2020, USD100,000
million in developing countries that endeavor
to implement measures to mitigate climate
change. Given that an agreement was
reached under which developing countries
would be paid to not cut down forests, Latin
American countries with forest resources
would be able benefit from this.

08 09

Hazardous waste
transported




With regard to packaging materials used for the
products sold, including industrial plastic bags,
pallets and containers, 17.46% are recovered at
the end of their useful life. (EN27)

Mexichem received no fines or sanctions for
failure to comply with environmental regulations
during 2010. (EN28). Nor did it have significant
environmental or logistic impact derived from the
transportation of products or personnel during the
year covered by this report. (EN29)

8.6 Development and
introduction of safer and
more environmentally sound
products

We have adopted a precautionary approach

for products going to the medical and food
industries, through validation of new raw materials
by the Food and Drug Administration (FDA):
physiochemical, cytotoxicity, microbiological,

melamine, genetic and biocompatibility tests. (4.77)

Replacement of lead-based stabilizers
In accordance with its commitment to the
environment and reduction of problematic
materials such as lead, years ago in its vertical

solutions chain at its plants in Brazil in Argentina,

Mexichem replaced the lead-based stabilizer,
one of the additives used in the manufacture

of pipes, with more environmentally-friendly
alternatives, such as organic calcium and

zinc salts. Calcium zinc is used in its plants in
Colombia, Venezuela, Peru, Ecuador and Central
America, while in Mexico it is conducting tests
with tin stearate stabilizers.

In addition, with the support of the PVC
Institute, Mexichem is committing itself to
replacing lead-based stabilizers in the entire
PVC production chain, including the pipe and
connector transformers and the manufacturers
of PVC resin and stabilizers. The objective is

to promote the Brazilian movement to replace
lead-based stabilizers with calcium and zinc
compounds.

Our company in Brazil acted prior to the
voluntary agreement led by the production chain
and completed the replacement of the extrusion
stabilizers at the end of 2003. The project was
shared with the Brazilian PVC chain, which
successfully replaced lead with calcium and zinc,
achieving economic sustainability with a resulting
decrease in costs and increase in product
demand. (EN26)

8.7 Protection of biodiversity

We do not have a specific policy on protection
of biodiversity; nevertheless, our commitment
through doing business in some of the
countries with the greatest biodiversity in

the world, such as Brazil, Colombia, Ecuador,
Mexico, Venezuela and Peru, is to demonstrate
particularly appropriate actions in our mining
activities. Some of our operations are in the
watershed that supplies the Coatzacoalcos
River in Veracruz, a region in Mexico that
suffered heavy environmental impact in the
four decades from 1960 to 2000, and which
currently is an industrial zone. We monitored
the quality of the bodies of water near our
facilities, and the results showed no evidence
of acute toxicity or cumulative toxic effects.

Our main mining operation is the fluorite (calcium
fluoride) extraction mine located in the village of
La Salitrera in the Municipality of Zaragoza, in San
Luis Potosi, Mexico. Its surface area is estimated
at 500 hectares, approximately 50 of which are
for the mining operation, while the remaining
450 have not been impacted. The mineralized
bodies being exploited are located southeast of
the Sierra de Alvarez, in the western part of the
Eastern Sierra Madre, outside the boundaries of
the polygon declared to be a protected natural
area by the government of the state of San Luis
Potosi. Due to its geological characteristics and
physiography, this region is clearly naturally
created for mining; in fact, mining activities have
been carried out here since the 1950s. The site of
the mine has environmental characteristics of arid
zones, where the main features that determine
the potential for productivity of the zone are the
soil type, the topography, and the limited water
resources. (MM 1 and ENTT)

The existing habitat mainly promotes permanence
of species of avifauna typical of arid zones and
some small mammals and reptiles. The current
effect on fauna is considered to have a small
scope, as most fauna were displaced from the
beginning of human settlement, before any
mining facilities were established.

The strategy and actions introduced and planned
to manage the mining operation’s impacts on
biodiversity are mainly small-scale, and we have
established mitigation measures to reduce them.

No natural resources that require special attention
have been identified in the zone of influence
around the mine. Only one species of flora under
special protection, Echinocactus platyacanthus,



grows in proximity to the mine in an area that
is not currently affected; nor is it expected to be
affected in the future by the mining operations.
(ENT1, EN12, EN13, EN14, EN15)

We have plans to close two mines, fluorite (San
Luis Potosi) and sulfur (Jaltipan, Veracruz). (MM10)

8.8 Product Stewardship

Mexichem is implementing the Stewardship

or Protection of Products program in its global
operations. This program is based on the chemical
industry’s comprehensive Responsible Care®
initiative. Mexichem’s guidelines on chemical
product safety cover all the stages of a product’s
lifecycle, from extraction of natural resources,
manufacturing, transportation, transformation,
marketing, and use, to final disposal.

8.8.1 Product safety management

In 2010, we began a review process for
substances produced in the United Kingdom
and/or exported by Mexichem plants to countries
in the European Union, in accordance with the
requirements of the REACH standard, to update
them with regard to classification and labeling,
scenarios of exposure and new information
available according to recent risk evaluations.
The company met the requirements of the

new REACH regulation for 45 substances in its
chlorine-vinyl and fluorine chains. In 2010, the
investment required for timely registration of
the eight priority substances exported by our
company to the European Union surpassed
EUR485,000 (not including the cost of the
company specialists dedicated to managing this
process during the year).

(EN13)

In 2010, Mexichem and the Kaluz Foundation
financed the Chimalapas Water Production
environmental improvement project for the pur-
pose of contributing to the conservation of the
Chimalapas Tropical Forest, one of the last two
bastions of virgin forest in Mexico. The invest-
ment, allocated to provide environmental ser-
vices in the community of Santa Maria Chimala-
pas, will contribute to improving the availability
of natural resources (water and energy) in the
zone southeast of Mexico, where Mexichem
has two production plants in operation: Jaltipan
and Coatzacoalcos in Veracruz, Mexico.

Our objective has been to help guarantee the
conservation of the natural water sources in
forests and jungles in the region of Chimalapas-
Uxpanapa, the largest hydrological system in
southeastern Mexico, particularly in Santa Maria
Chimalapas, a site considered to be the source
of the water flowing in the Coatzacoalcos, Ux-
panapa and Usumacinta rivers, and which also
supplies water to the dams that generate elec-
trical energy in Chiapas. Chimalapas is a portion
of forest covering approximately 250,000 hect-
ares located in states of Veracruz, Oaxaca and
Chiapas, a region that generates 40% of the
water run-off in Mexico from rainfall recorded
during much of the year.

The project’s strategy is based on three core
themes: conservation of nature, development
of sustainable communities, and environmental
management. The progress achieved includes
the signing of a collaboration agreement with
the community, agreements for meetings to
certify land through registration of forest-life
conservation management units, biological
monitoring and evaluation of habitat, develop-
ment of forestry management plans, study of
water quality through spring and river sampling,
analysis of population, housing, services, dis-
charge of sewage and handling of solid waste.

Energy-efficient wood stoves were also installed,
benefiting 50 families.

The beneficiaries have a large expanse of land
covered with high and medium jungle vegeta-
tion, considered to be a strategic site for various
reasons:

i) The majority of the territory is maintained in a
good state of conservation.

i) It is an area of biological connectivity for plants
and animals where diverse migratory species
from the Eastern and Western Sierra Madres
pass through on their way toward Central
America.

iii) The area shelters a wide variety of endemic
and endangered species.

iv) The territory contributes 40% of the fresh
water that flows through the country in large
rivers such as the Coatzacoalcos and Uxpanapa
— which flow toward the Gulf — as well as from
rivers that supply the Huave lake in the Pacific.

v) Despite the high degree of biodiversity that dis-
tinguishes Santa Maria Chimalapa, the poverty
rates from the National Population Commission
(CONAPO) indicate a high marginalization in the
municipality. In 2008, it was recorded as one of
the 100 poorest municipalities in the country,
and was therefore considered as part of the 100
x 100 strategy.

This initiative provides the opportunity to benefit
the local community, serves to connect local
authorities, the academic community and other
groups interested in environmental stewardship
and social progress of the indigenous communi-
ties of the Chimalapas.




Mexichem - Amanco Costa Rica employees
receive technical training
Costa Rica.

The courses were designed to reinforce previous
training or train employees in accordance with the
duties of the job they perform. We were able main-
tain continual improvement in a year of many eco-
nomic challenges for our country and our markets.
We would like to note the openness of the employ-
ees to this program and the support received from
corporate headquarters, enabling them to participate
in this type of training.

“We were able to provide our people with technical
tools, and they can share their experiences from their
work center, as the INA training rooms are located at
Amanco.”

9. ACHIEVEMENTS
IN 2010




Mexichem Resinas Vinilicas, Altamira
plant, is recognized for its Self-

Management of Occupational Health and

Safety Program
Mexico.

Mexichem Fluorine Plant, Matamoros:
11 years of being a Clean Industry
Mexico.

The Mexichem fluorine plant in Matamoros received the
Clean Industry Certificate granted by the government of
Mexico through the Attorney General’s Office for Envi-
ronmental Protection (PROFEPA), after passing the audit
performed by this office on all processes involved in the
production of hydrofluoric acid (HF), sulfuric acid (H,SO,),
and aluminum fluoride (AIF)).

The 2010-2011 certification is the continuation of sus-
tained efforts that started November 1, 1999, when the
plant in Matamoros become one of the first industries
in Mexico to achieve this certificate. Our certification
guarantees that this plant’s chemical operations for the
production of HF, H,SO, and AlIF, are carried out in com-
pliance with the terms of the General Law on Ecological
Balance, “the environmental standards and the interna-
tional parameters and applicable good operating and
engineering practices, for the purpose of . . . protecting
the environment” in each of the activities carried out
within its facilities.

1. Level 1

2. Level 2

3. Level 3

Likewise, the certificate validates the preventive and protec-
tive measures the plant has undertaken in Matamoros to
safeguard the community, its people, and the surroundings
in this city bordering the United States.

For the Director of Safety, the Environment, and Processes,
who is responsible for the certification process for the
Mexican environmental authority, “maintaining the Clean
Industry Certificate is the result of a joint effort within our
organization, without which it would not be possible: first,
Mexichem’s commitment to social responsibility, upheld
through its Policy on Safety, the Environment and Quality,

which provides the support, means and resources to
handle the environmental management of the chemi-
cal operations; second, the enthusiastic, responsible,
and above all conscious participation of each of the
plant's employees to pay attention to and resolve the
details that support a safe operation that also fully
respects the environment; and third, the technical and
professional capacity of the work team participating in
the certification process.”

The uninterrupted certification of the Matamoros plant
for eleven years stands out, among other success fac-
tors, for the fact that none of the audits performed

by PROFEPA during that time resulted in any plans of
action, as the findings of the audits were resolved as
soon as they were detected. This immediate action al-
lowed the plant, during the period the certification was
in effect, to focus on maintenance and improvement of
prevention mechanisms to protect the environment.

The Mexichem fluorine plant in Matamoros is in the
process of earning international certification CR-
14001 granted by the American Chemistry Council
of the United States — of which Mexichem Fluor is an
active partner — to expand even more the scope of
its responsibility with regard to the environment and
sustainable development.




Mexichem'’s Altamira plant is
internationally recognized for one
of its best maintenance practices:
Excellence in Lubrication

Mexico.

Benefits:

http://lwww.machinerylubrication.com/
50% sp/mexichem_abraza_la_excelencia-en-
lubricacion.asp

Altamira receives second place Por un Uso Eficiente del Aqua (For Efficient Use of benefits, by strengthening the rational use of

nationally in water-use efficiency Water) is a large national competition endorsed natural resources. The project was completed -
Mexico. by COPARMEX and SEMARNAT. This award is in various stages: ldentification of Effluents,

part of its Environmental Cooperation Program, Physical-Chemical Treatment, Biological

which is implemented for companies, research Treatment, Purification, Disinfection, Filtration,

centers, institutions of higher education, social and Definition of Users. .

organizations, and governmental entities.

The Water Reuse project is consistent with

This project has brought about, on average, a our current and future vision of sustainability. T
reuse of one million cubic meters of water per year, Accordingly, we are pleased to confirm that A T o
yielding significant economic benefits due to the we have achieved a significant goal in making

reduction in consumption; social benefits, at a time the best use of this resource. We will continue

when the amount of water available for human with the ongoing improvement process to keep

consumption is critically low; and environmental decreasing consumption and increasing reuse.




Government of Mexico recognizes Mexichem'’s
leadership and transparency in greenhouse gas
accounting and reporting

Mexico.

© SEMARNAT of Mexico awards this important distinction.

© Mexichem is committed to reducing greenhouse gas
emissions in all of its operations by 5% to mitigate the
effects of climate change.

The Mexican government, through its Secretary of the Envi-
ronment and Natural Resources, engineer Juan Rafael Elvira
Quezada, granted Mexichem this recognition for “demon-
strating leadership and transparency in the accounting and
reporting of its greenhouse gas emissions for the year 2009.”

All Mexichem companies located in Mexico participated in
preparing this report. The accounting was performed based
on the methodology presented in WRIAWWBCSD Guidelines for
National Greenhouse Gas Emissions and the guidelines of the
Mexico GHG Program.

This program, which affirms that “what is not measured
cannot be controlled,” focuses on developing the technical
capability to quantify GHG emissions. When the concentra-
tions and sources of emissions are known, it is possible to
identify areas of opportunity to reduce them and create
reduction plans.

The Mexico GHG Program is coordinated by the Department
of the Environment and Natural Resources (SEMARNAT) of

Fluorine Chain Chlorine-Vinyl Chain

Matamoros Plant Coatzacoalcos Plant

~

Mexico and the Private Sector Commission on Sustain-
able Development (CESPEDES), with the technical sup-
port of the WRI and the WBCSD.

At this point, there are 85 companies reporting their
emissions; these represent 19% of total estimated
emissions in Mexico. A credible inventory can ensure
that Mexichem’s early and voluntary reductions will be
recognized in future regulatory programs.

Climate change has been identified as one of the
biggest challenges facing our nations, governments,
industries and citizens in the coming decades. This phe-
nomenon affects humans as well as the natural world,
causing changes in the use of resources, production,
and economic activity.

Mitigation of climate change means reducing green-
house gas emissions to levels far below current levels.
Greenhouse gases are the six gases listed in the Kyoto
Protocol: carbon dioxide (CO,); methane (CH4); nitrous
oxide (N,0); hydrofluorocarbons (HFCs); perfluorocar-
bons (PFCs) ; and sulfur hexafluoride (SF,).

Mexichem committed to reducing greenhouse gases

in its operations in all countries by 5%, and to this

end is taking extensive measurements in other plants
with the same methodology. This will also allow us to
identify projects that will help us reach the emissions-
reduction goal we have set. The business units included
in the emissions audit, in addition to the offices in
Tlalnepantla, are:

Vertical Solutions Chain
Ledn Plant

Fluorite Mine El Salto Plant

Monterrey Plant

Patio Tultitlan Plant

Cuautitlan Plant

Lecheria Plant

Hermosilla Plant

Quimir Coatzacoalcos Plant

Meérida Plant

Planta Altamira

Tlaxcala Plant

Ledn, Guadalajara

Distribution Centers, Monterrey,




Mexichem operations in Central
America already have regional
certification

Costa Rica.




Mexico.

The Quimar Dairy received its ISO
22000:2005 certificate from one of
the leading certifying agencies in
the world: Lloyd’s Register Quality
Assurance, Inc. This certification ap-
plies to companies that manufacture
food-grade products, whether as a
final food product, raw material, or
additive.

Two production units at this plant pro-
duce technical-grade phosphates, and
a third produces food-grade additives.
The construction of the latter began in
February 2009, and operations started
at the end of that year.

The certification process for the unit
producing food-grade additives started
in January of 2010, and in April the
recommendation for certification

was obtained. The certification was
received in June.

Quimir Dairy is the first company in the
chemical sector to obtain this certifica-
tion, and the first nonfood company
on the American continents. The cer-
tification covers the products monoso-
dium phosphate, disodium phosphate,
trisodium phosphate, tetrasodium
pyrophosphate, sodium acid pyrophos-

phate, and sodium tripolyphosphate,
from design through manufacture.
The additives manufactured at
Quimir Dairy are used in making
meats, sausages, dairy products, and
seasonings, among others.

Quimir also has other related cer-
tifications that support its market-
ing strategy, such as the KOSHER
(PAREVE and PASSOVER), HALAL and
NSF certifications.




Appendix

MEXICHEM GRI
INDICATORS
(VERSION G3)

DESCRIPTION OF THE GRI INDICATOR
PROFILE: STRATEGY AND ANALYSIS

Statement from the Chairman of the Board of Directors or
CEO or both

Description of key impacts, risks and opportunities
PROFILE OF ORGANIZATION

Name of organization

Principal brands, products, and/or services

Operational structure, including principal divisions,
companies, subsidiaries and joint ventures

Location of the organization’s headquarters

Number and name of countries in which the organization operates

Nature of ownership and legal form

Markets served

Size of organization (# of employees, sales, capitalization,
assets, costs, etc.)

Significant changes in the organization

Awards, certifications and honors received during the repor-
ting period

PARAMETERS OF THE REPORT
Reporting period

Date of most recent previous report (if any)

Reporting cycle (annual, biennial, etc.)

Contact point for questions regarding the report or its contents

Report scope and boundaries

Boundary of the report (e.g., countries, divisions, subsidia-
ries, leased facilities, joint ventures, suppliers)

Limitations on scope

Basis for reporting on joint ventures, subsidiaries, leased
facilities, outsourced operations, and other entities that can
significantly affect comparability from period to period and/
or between organizations.

DESCRIPTION OF THE GRI INDICATOR

Techniques for measuring data and basis for making calculations

Description of the effect of any re-statements of information
provided in earlier reports, and the reasons for such re-
statement

Significant changes from previous reporting periods

Table identifying the location of the Standard Disclosures in
the report

Policy and current practice with regard to seeking external
assurance for the report

CORPORATE GOVERNANCE, COMMITMENTS AND
STAKEHOLDERS

Governance structure

Indicate if the chairman of the highest governance body is
also an executive officer

Number of independent members in the highest governance body

Means of communicating with the highest governance body

Linkage between compensation for members of the
highest governance body, senior managers, and executives
(including departure arrangements), and the organization’s
performance, including triple-bottom-line objectives

Procedures implemented to avoid conflicts of interest in the
highest governing body

Procedures for determining education and experience
required for members of the highest governing body
in order to guide the organization’s strategy in social,
environmental, and economic aspects

Mission statements developed internally, codes of conduct,
and principles for economic, environmental and social
performance, and the status of their implementation

Procedures of the highest governing body to evaluate the organiza-
tion’s management in triple bottom line, including risks and oppor-
tunities, as well as adherence to or compliance with internationally
recognized standards, codes of conduct and principles

Procedures used to evaluate the triple-bottom-line
performance of the highest governing body

Description of how organization has adopted a
precautionary approach, including with risk management

Social, environmental, and economic programs or initiatives
carried out outside the company (cases)

Main associations to which the organization belongs and/or
national and international entities which the organization supports

Identification of stakeholders

Selection of stakeholders

Participation of stakeholders

Results from analysis of stakeholders




DESCRIPTION OF THE GRI INDICATOR
ECONOMIC PERFORMANCE INDICATORS

Direct economic value generated and distributed, including
income, operating costs, payment of employees, donations,
etc.

Coverage of the organization’s obligations to social benefits
programs (pensions)

Significant financial assistance received from government

Proportion of standard initial wage compared to local
minimum wage

Policy, practices and proportion of expenses with regard to
local suppliers in locations where we have large operations

Procedures for local hiring and proportion of upper manage-
ment from the local community in places where we have
large operations

Implementation and impact of investments in infrastruc-
ture and services provided primarily for the public benefit
through commercial, pro bono or in kind commitments

ENVIRONMENTAL PERFORMANCE INDICATORS

Materials used, by weight or volume

Percentage of materials used that are recycled as a raw
material

Direct energy usage broken down by primary sources

Indirect energy usage broken down by primary sources

Energy savings due to conservation and improvements in
efficiency

Initiatives to provide products and services that are energy
efficient or based on renewable energies and reductions in
energy usage resulting from these initiatives

Initiatives to reduce indirect energy usage and reductions
achieved through these initiatives

Total extraction of water by source

Water sources that have been significantly affected by
extraction of water

Percentage and total volume of recycled and reused water

Description of land adjacent to or located within protected
natural spaces or unprotected areas of high biodiversity

Description of the most significant impacts on biodiversity
in protected natural spaces, derived from activities, products
and services in protected areas and in areas with high value
in biodiversity in zones not connected with the protected
areas




DESCRIPTION OF THE GRI INDICATOR

Protected or restored habitats

Strategies and actions introduced to manage impacts on
biodiversity

DESCRIPTION OF THE GRI INDICATOR

Initiatives to mitigate environmental impact of products and
services and the degree of reduction of this impact

Total direct and indirect emissions of greenhouse gases, by
weight

Percentage of products sold, and their packaging materials,
that are recovered at the end of their useful life, by product
category

Other indirect emissions of greenhouse gases, by weight

Initiatives to reduce greenhouse gas emissions and
reductions achieved

Cost of significant fines and number of non-monetary
sanctions for failure to comply with environmental
regulations

Emissions of substances that destroy the ozone layer, by
weight

NO,, SO,, and other significant emissions into the air by type
and weight

Significant environmental impacts from the transportation
of products and other goods and materials used for the
organization’s activities, as well as from the transportation
of personnel

Total discharge of wastewaters, by quality and destination

Total weight of waste managed, by type and method of
treatment

Total number and volume of the most significant accidental
spills

Total environmental expenses and investments, broken
down by type

SOCIAL PERFORMANCE INDICATORS

Breakdown of the group of workers by type of employment,
contract, and region

Weight of waste transported, imported, exported or treated
that is considered hazardous according to the classification
by the Basel Convention, Annexes |, Il, lll and VIII, and
percentage of waste transported internationally

Total number of employees and average employee turnover,
broken down by age group, sex and region

Social benefits for employees working full time, which are
not offered to temporary or part-time employees, broken
down by significant locations of operation




DESCRIPTION OF THE GRI INDICATOR

Percentage of employees covered by a collective bargaining
agreement

Minimum period(s) for prior notice with regard to
organizational changes, including if these notifications are
specified in the collective bargaining agreement

DESCRIPTION OF THE GRI INDICATOR

Total number of incidents related to violations of the rights
of indigenous populations and the measures adopted

Percentage of total workers represented in the joint
management-employee health and safety committee,
established to help monitor and advise health and safety
programs at work

Nature, scope and effectiveness of programs and practices
to evaluate and manage the impact of operations on

the communities, including the company coming in, its
operations, and its leaving

Percentage and total number of business units analyzed
with regard to risks related to corruption

Rates of absenteeism, occupational ilinesses, days lost and
number of work-related fatalities by region

Percentage of employees trained in the organization’s anti-
corruption policies and procedures

Education, training, counseling, and risk prevention and
control programs regarding serious illnesses that apply to
workers, their families or members of the community

Position in public policies and participation in development
of the latter and of lobbying activities

Health and safety matters covered in formal agreements
with unions

Total value of financial contributions and contributions in
kind to political parties or related institutions, by country

Average hours of training per year per employee, broken
down by category of employee

Total number of proceedings for causes related to
monopolistic practices and against free trade, and their
results

Skill management and continuing education programs that
promote worker employability and that support them in
managing the end of their professional careers

Monetary value of significant fines and penalties, total
number of non-monetary sanctions for noncompliance with
laws and regulations

Percentage of employees who receive regular performance
and professional development evaluations

Total hours of employee training on policies and procedures
related to those aspects of human rights that are relevant
to their activities, including the percentage of employees
trained

Total number of incidents arising from failure to comply
with regulations or voluntary codes related to the impact
of products and services on health and safety during their
lifecycle, distributed depending on the type of result of
these incidents

Total number of incidents of discrimination and corrective
measures adopted

Total number of incidents resulting from failure to comply
with regulations on marketing communications, including
publicity, and advertising, distributed depending on the type
of result of these incidents

Activities of the company in which the right to freedom of
association and to make use of collective agreements can
run significant risks, and measures adopted to support these
rights

Total number of claims based on respect of privacy and the
leaking of personal client information

Activities identified as involving a potential risk of child
exploitation, and measures adopted to contribute to its
elimination

Operations identified as involving a significant risk of being
at the root of incidents of forced or nonconsensual labor,
and the measures adopted to help eliminate it

Cost of significant fines resulting from failure to comply
with regulations regarding the provision and use of the
organization’s products and services

ICMM/GRI 2010 SUPPLEMENTAL MINING
AND METALS INDICATORS

Amount of land (owned or leased and administered for
extraction activities) disturbed or restored

Percentage of security personnel trained in the
organization’s policies and procedures regarding human
rights that are relevant to their activities

Number of strikes or work stoppages that have exceeded
one week, by country

Number and percentage of operations with plans to close

GRI ID

Indicator from the G3
guide used to prepare
sustainability reports

MC

Core Indicator from the
GRI Mining and Metals
Sector Supplement

MM

Indicator from the GRI
Mining and Metals Sector
Supplemen




GLOSSARY AND ACRONYMS

BASE OF THE PYRAMID MARKET

Segment of the population that lives on less than USD2,000 per year
(USD5.50 per day). In Latin America, 50% of the population lives on this
income. Companies direct only 10% of their advertising expenses toward
them.

BIODIVERSITY

The concept of biodiversity includes various living organisms, genetic
diversity and habitat diversity, as well as the processes that create and
sustain variation in the environment. Different species of plants, animals,
fungii and microbes interact with each other in diverse ecological
processes that form the ecosystems. Biodiversity is very important as the
combination of distinct forms of life has made the earth a unique place,
habitable for human beings; it sustains human life and life in general.

BRINE
Solution of sodium chloride in water.

CLOSING PLAN

Plan that requires mines to issue an operating license. It includes

the procedures for closing the site, with a schedule of the stages of
remediation, schedule of re-vegetation or stabilization of land and the
proposal for monitoring, maintenance and subsequent use after closing.

CO,e
Equivalents of carbon dioxide.

COST OF CARBON

The virtual price of carbon is used to assess the increase or decrease in
greenhouse gas emissions, as a result of a set policy. In simple terms, this
virtual price “puts a price” on damages due to climate change caused
by each additional tonne of greenhouse gas emissions, expressed as
equivalents of carbon dioxide (CO,e ) to facilitate the comparison.

CPVC
Chlorinated polyvinyl chloride.

DAYS LOST
Days of work lost due to work accidents, as a consequence of the
resulting inability to perform the work.

DIRECT USE OF ENERGY
Consumption of primary energy sources owned or controlled by
Mexichem.

ECOEFFICIENCY

Level of efficiency associated with operating processes, expressed as a
combination of economic and environmental performance. In general,
ecoefficiency is expressed in terms of the monetary value of the product or
service, divided by the monetary cost of its environmental impact.

WORLD BANK EQUATOR PRINCIPLES

A set of principles that serve as a benchmark for financial entities in
evaluating environmental and social risks associated with project finance;
projects are evaluated in accordance with the following categories:

e Category A
A.1 Significant impact on people (involuntary relocation, economic
displacement, issues affecting the indigenous population).
A.2 Loss or degradation of habitat in preserved ecosystems.
A.3 Adverse impact on cultural heritage.
A.4 Various substantial impacts, in combination with prior ones.

e Category B
Projects whose activities take place in natural habitats with a defined
land use. They impact only locally, can be mitigated and do not
trigger any of the category “A" policies.

e Category C
Refinancing of projects, expansions with minimal or no adverse
environmental impact.

ENVIRONMENTAL AUDIT

Analysis of the operation of a company with respect to the contamination
it generates and the associated risk, as well as its degree of compliance
with environmental regulations. These audits specify the preventive and
corrective measures necessary to protect the environment.

FATAL ACCIDENTS
Accidents that result in the loss of human life.

FOSSIL FUEL

Product of the decomposition, partial or complete, of prehistoric plants
and animals, found as crude oil, coal, natural gas or heavy oils that are
created as a result of their exposure to intense heat and high pressure
under the earth’s crust for millions of years.

G3

The third generation of the Global Reporting Initiative Sustainability
Reporting Guidelines indicators, which Mexichem applied in developing
this report.



GREENHOUSE GASES

Gases located in the lower part of the atmosphere (the troposphere)
and that cause the greenhouse effect (increase in temperature). These
include carbon dioxide, chlorofluorocarbons, ozone, methane, and
nitrous oxides. These gases, released into the atmosphere through the
burning of fossil fuels and through other means, are the primary cause
of the change in the global environment.

GRI

Global Reporting Initiative, the most widely accepted sustainability
reporting standard. The GRI lists 79 indicators that serve as a guideline
for companies when reporting on their economic, environmental and
social performance. In developing this report, we applied the third
generation GRI Guide, known as “G3".

HUMAN RIGHTS

Concept that affirms that human beings have universal rights or
statuses, apart from jurisdiction or other distinct factors, such as ethnic
group, nationality and gender.

ICMM
International Council on Mining and Metals.

INCAPACITATING ACCIDENTS

Accidents that result in the loss of faculties or skills which make it
impossible for a person to perform his or her job for a period of at least
one full work shift following the date the accident occurred.

INCIDENCE RATE
This is the number of incapacitating accidents within the number of
man-hours worked in the period, multiplied by 200,000.

INDIGENOUS GROUPS

Cultural groups and their descendants who have an historic relationship
with a specific region. They share a cultural identity and, as minorities,
can be vulnerable to the current social and economic systems.

INDIRECT ECONOMIC IMPACTS

As defined in the Economic Indicators Protocols of the GRI, these
impacts are the result, often non-monetary, of direct economic impacts
(transactions between the company and its stakeholders).

INDIRECT USE OF ENERGY
Energy used by Mexichem, generated by sources owned and controlled
by another company (electricity, heat or imported steam).

INTEGRATED RESPONSIBILITY

Global, voluntary initiative of the chemical industry, the goal of which is
to have companies who have joined this program and, throughout their
normal course of business, continually take action to improve safety,
protect health and be stewards of the environment in accordance with
the principles of sustainable development.

IPCC
Intergovernmental Panel on Climate Change.

ISO 14001
International standard governing environmental management systems.

MAN-HOURS WORKED
This is the sum of man-hours worked in each location of the group.

MATERIALITY

Information that can have a bearing on the company and that could
influence the assessments and decisions of stakeholders seeking to make
decisions and assess Mexichem'’s commitment to sustainability.

MSDS
Material Safety Data Sheet.

NGO

Nongovernmental organization, a nonprofit organization financed
mainly by private contributions, which operates outside institutionalized
government or political structures. In general, the agendas of NGOs
include social, political, and environmental issues.

OSHA
(Occupational Safety and Health Administration) Guides: Guides issued
by said agency to evaluate occupational health and safety.

OHSAS 18001
System for evaluating management systems governing an organization’s
occupational health and safety.

PARTICIPATION

Process of contact, dialogue and interaction that guarantees that all
interested parties have adequate information and participate in the
decisions that affect their future.

PVC
Polyvinyl chloride




REACH

(Registration, Evaluation and Authorization of Chemicals) Regulation
of the European Union covering chemical substances and their safe
use. Concerns registration, evaluation, authorization and restriction of
chemical substances. This law came into effect in June of 2007.

RESTORATION

Re-establishment of the original properties of an ecosystem or habitat
with regard to its community structure and fulfillment of its natural
functions.

RSE
Corporate Social Responsibility (Responsabilidad Social Empresarial)

SEVERITY RATE
The number of days of disability granted within the number of man-
hours worked in the period, multiplied by 200,000.

SLAG
Waste from the metal smelting and refining processes, comprising mainly
iron, silica, and calcium.

SOCIO-EFFICIENCY
Describes the relationship between the company’s added value and its
social impact.

STAKEHOLDERS

Groups or persons who can be impacted positively or negatively by the
economic, environmental (including health and safety) and social aspects
of an organization’s operations, as well as those who have an interest in
or influence on the organization’s activities. This term is also known as
stakeholder communities.

SUSTAINABILITY
Balancing meeting the current and future needs of society within the
limits imposed by the natural ecosystem.

SUSTAINABLE DEVELOPMENT

Development that meets current needs without compromising the

ability to meet the needs of future generations, as defined by the World
Commission on Environment and Development (Brundtland Commission)
in 1987.

TAILINGS
Waste from the concentration process or smelting of minerals with low
content of these.

TAILINGS DAM

Shallow depression where tailings are confined. Its main function is to
provide time for the heavy metals to settle, or for the cyanide (used to
dissolve the mineral’s gold and silver) to be destroyed before the water is
discharged into a local source.

UICN
Unién Internacional para la Conservacion de la Naturaleza (International
Union for the Conservation of Nature).

UNITED NATIONS GLOBAL COMPACT

The United Nations Global Compact is an initiative for ethical
commitment, encouraging entities in all countries to adopt as an integral
part of their strategy and their operations its ten principles of conduct
and action with regard to human rights, labor, the environment, and the
fight against corruption.

UNIVERSAL DECLARATION OF HUMAN RIGHTS
Declaration adopted by the United Nations General Assembly that
describes the rights guaranteed to all persons.

VCM
Vinyl chloride monomer.

WASTEWATER

Liquid of varying composition discharged after use by various sources:
municipal, industrial, commercial, agricultural, livestock, or any other

type, whether public or private, which has degraded from its original

quality.

WASTEWATER TREATMENT
Procedure by which water contaminated with organic and mineral
matter is purified. It is divided into three phases:

e Primary treatment, during which all floating and sedimentable solids
are eliminated by means of screens, mechanical extractors, and
other devices.

e Secondary treatment, during which the content of organic materials is
eliminated through microbial processes.

e Tertiary treatment, during which nutrients (phosphorus and nitrogen)
are removed and a high percentage of solids suspended and
dissolved.

WBCSD
World Business Council for Sustainable Development.

WRI
World Resources Institute.



DEFINITION
OF UNITS AND
CONVERSION
FACTORS

AFFILIATIONS
(4.13)

Agencies that we are affiliated
with or initiatives that we
support because we share

the same philosophy on
sustainability.

Metric Tons (1,000 kg)

GREENHOUSE

Kilotons (1,000 t)

GAS CONVERSION

Milligram (0.001 g)

FACTORS BY FUEL

Microgram (0.000001 g)

TYPE

Parts per million

Liter

Cubic meters

Gigajoules (10° joules)

Terajoules (102 joules)

Kilowatts/hr (0.0036 GJ)

Gigawatts/hr (106KWh)

EMPRESA ( ]
ESR V' SOCIALMENTE
RESPONSABLE

APOYAMOS
ELPACTO MUNDIAL

AMERI® o
@TBEX

Chlorine Institute

NSF — Product Certification Organization for Food,
Water and Consumer Goods

Centro Mexicano para la Filantropia (Mexican
Center for Philanthropy)

Green Building Council Brazil

World Business Council for Sustainable
Development (WBCSD)

Consejo Empresarial Brasilefio para el Desarrollo
Sustentable (Brazilian Business Council for
Sustainable Development)

CAMIMEX (Mexican Chamber for Mining)

PROVINILO — Commission for the
Promotion of Vinyl

CIPRES - Plastics Industry Commission on
Responsibility and Sustainable Development

Responsabilidad Integral (Worldwide voluntary
program for businesses in the chemical industry
to adopt measures to solve environmental, safety
and safety problems)

Diesel
Gasoline

Natural gas

Propane

HFO (heavy

fuel oil)

Coal
Coke

co, CH4 N,O (c]]
2,730g/L 0.12 g/L 0,1 g/L 38.68 GJ/m?
2,360 g/L | 0.19g/L 0.39 g/L 34.66GJ)/m?
1,880 g/m* | 0.048 g/m*  0.02 g/m*  0.03723
GJ/m?
1,530 g/L | 0.03g/L 0 25.53 Gi/m?
3.090g/L | 0.12g/L 0.013 g/L | 38.68 GJ/m?
2,110 g/kg ' 0.015g/kg | 0.05g/kg | 30.5GI
2,480 9g/kg | 0.12g/kg |0 28.83 Glit

SETIQ — Transportation Emergencies System for the
Chemical Industry

ECBE — Emergency Squad Training School

Bolsa Mexicana de Valores (Mexican Stock Exchange
— BMV); Ticker symbol MEXCHEM

IDIEM - Institute for Research
and Testing of Materials

Global authority on measuring climate and
organizational culture

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

The United Nations Global Compact

Asociacion Mexicana de Relacion con Inversionistas,
A.C. (Mexican Association of Investor Relations)

Asociacién Mexicana de Intermediarios Bursatiles
(Mexican Stockbrokers' Association)

LATIBEX-Latin American Stock Exchange

APLA (Petrochemical and Chemical Association of
Latin America)




VERIFICATION
OF GRI LEVEL

Global

Reporting
Initiative

Statement
GRI Application Level Check

GRI hereby states that Mexichem, SA_D, de C.V. hat presented its report “Formulate solutions,
multiply possibilities™ (2010] 1o GRS Report Services which have concluded that the report fulfills the
requirgments of Application Level 8.

GRE Application Levels communicate the extent to which the content of the G3 Guidelines has been
usid in the submitted sustanability reparting. The Check confirms that the reguired set and number of
disclosures for that Application Level have been addressed in the reporting and that the GRI

Content index demanstrates 3 valid representation of the required disclosures, as described in the GRI
53 Guidelines.

Application Levels do not provide an openion on the sustainability performance of the reportien nod the
quality of the information in the report.

29 March 1011, Amsterdam
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Deputy Chief Executhie
Gilobal Reporting Inktiaikee

e Gicdied' Fmpmurminsy doaf i (G & 0 renannk Sapsd rpandmtion ol g paeenes Ne Sevrionerseed of ihe warkd s mans meckely puee!
supl Bl e D) Jouremeie b el v csrrelbed o 0 e amieier e e deeli il weorhleeide The S8 Gaedebogs aed v
i g ke S edgaton 1Ra? organualem can we g mraenr and rrgeed e meesees e o s e’ s fue i

s bl g ong

Diacladrmpr; Wit M neirvos! prEmeea iy rporieng encheses eriemed nky, including 10 owis @Rl mtenad. P sedemend ondy
O PR S b T 1 G P e of The Ehech gn P Adaeak BELE 8V daihy @by crcliadei 168 (0308503 B apsded I i
EET PRange e el




CONTACT
INFORMATION




MeXxichem.

www.mexichem.com



