
Xiaomi Admits Current Suppliers Violated Environmental Regulations for the First Time 
        

On June 14, 2018, the “Xiaomi Publicly Issued China Depository Receipt Prospectus1 (Draft 
Submitted June 14, 2018)” was published on the China Securities and Regulatory Commission 
(CSRC) website.2 In this document, Xiaomi disclosed that “some current suppliers of the 
company have violated environmental regulations.”  
 
This is the first time Xiaomi publicly acknowledged that current suppliers have violated 
environmental regulations. Many environmental organizations have repeatedly questioned 
the environmental impact of Xiaomi’s supply chain over the past four years, but the company 
has consistently evaded its management responsibilities and only once, via Weibo, indicated 
that it would follow up with suppliers.   
 

Xiaomi also stated in the prospectus that “The aforementioned suppliers have no significant 
impact on the company. As of the signing date of this prospectus, these suppliers have 
corrected their violations of environmental regulations. Currently, they are in compliance 
with their supplier agreements.”  
 

Environmental groups involved in the supervision and promotion of this issue expressed 
approval for Xiaomi’s first recognition in four years that environmental violations exist in its 
supply chain. However, the environmental organizations have doubts about Xiaomi’s claim 
that the suppliers in question  “have corrected their violations of environmental regulations,” 
because it is inconsistent with public media reports and information obtained through 
research.   
 

In particular, the severity of polluting practices by Ichia Electronics (Suzhou) Co., Ltd. shocked 
the organizations participating in this research. Public reports indicate that Ichia Electronics’ 
electroplating and etching workshop was temporarily shut down by the local environmental 
protection bureau (EPB). Additionally, Lvse Jiangnan recently learned from the Suzhou High-
Tech Zone EPB that the Jiangsu Province Department of Ecology and Environment was greatly 
concerned about Ichia Electronics’ heavy metal pollution and would soon expand its 
requirements for the rectification. The local EPB is conducting a comprehensive investigation 
including groundwater and soil excavation tests to conduct a risk assessment and propose 
restoration recommendations.  
 

Clearly Ichia Electronics’ pollution problems are not completely solved, and the severity of its 
long-term impact is still being evaluated. Environmental organizations thus wrote to Xiaomi 

                                                      
1 http://www3.hkexnews.hk/listedco/listconews/sehk/2018/0625/ltn20180625033.pdf 
2 http://www.csrc.gov.cn/pub/zjhpublic/G00306202/201806/t20180614_339903.htm 



to inquire about evidence supporting the statement that “suppliers have corrected their 
violations of environmental regulations.”  

 

Additionally, Xiaomi mentioned the “specific situation of the company’s primary business” in 
the prospectus: “The company’s environmental policy involves all relevant internal 
departments, outsourcing partners and other suppliers. According to this policy, suppliers 
must commit to providing raw materials and components in accordance with the 
environmental policy, and suppliers must establish relevant internal control systems to 
monitor the use of pollutants or hazardous substances.”  
 

In its prospectus, Xiaomi also introduced its requirements on environmental, health, safety 
and social factors when selecting potential new suppliers for smartphones and laptops, 
including the requirement to inspect potential suppliers’ compliance with national and local 
environmental regulations, as detailed in Annex 1.  
 
In the report Ignoring Severe Supply Chain Pollution: Xiaomi Suspected of Violating IPO 
Disclosure Requirements, environmental organizations pointed out that Xiaomi’s prospectus 
issued on the Hong Kong Stock Exchange (HKEX) on May 3, 2018 violated the disclosure 
requirements stipulated in the Environmental and Social Supply Chain Risk Management 
Policies section of HKEX’s Listing Rules. This time around, Xiaomi disclosed its supply chain’s 
environmental and social risk management policies for the first time, a step approved by 
environmental organizations.  
 

However, there is a significant difference between the prospectus issued to the HKEX on May 
3, 2018 and the recent Xiaomi statement on supply chain environmental violations in the 
documents provided to the CSRC. In light of this difference, six environmental organizations 
including the Institute of Public and Environmental Affairs (IPE), Lvse Jiangnan, Friends of 
Nature, Huanyou Technology, Green Hunan and Green Qilu wrote to Xiaomi requesting that 
they correct the HKEX prospectus documents to protect the rights and interests of investors.  
 
It should be pointed out that after reviewing Xiaomi’s policy, we believe that these changes 
may have been made largely to protect the company against liabilities. For instance, Xiaomi 
emphasizes that “the company has established environmental protection policies, requiring 
that procurement agreements with suppliers include the supplier’s commitment to comply 
with relevant environmental regulations and compensate Xiaomi for any and all losses caused 
by violations of these environmental regulations.”  
 

Given that Xiaomi’s claim that “these suppliers have corrected their violations of 
environmental regulations and are now in compliance with their supplier agreements” is 
inconsistent with public information on the offending suppliers, we have reason to question 
these policies. Xiaomi may have hastily formulated these policies to meet the disclosure 



requirements for supply chain environmental and social risk policies stipulated in the HKEX 
listing rules, and it is difficult to achieve effective outcomes in risk management and control 
for related procurement.  
 
In our letter to Xiaomi, we strongly recommended that the company requires suppliers with 
environmental violation records to publicly explain the reasons for these violations, provide 
a summary of corrective measures and their results, and provide credible third-party 
confirmations. We hope that Xiaomi can use this as a basis to effectively control the 
environmental risks in its supply chain and gradually build social trust in its environmental 
management.  
 

 

Annex 1. Excerpt from the Xiaomi Publicly Issued China Depository Receipt Prospectus 
(Draft Submitted June 14, 2018) 
 

 



 


