Xiaomi Made Adjustments to IPO Document: Non-compliance of Suppliers with Environmental Laws
and Regulations May Have Adverse Impact on Business Operations and Financial Results

The Hong Kong Exchanges and Clearing Limited (hereinafter referred to as “HKEX”) released the Post
Hearing Information Pack (1st submission) (full version)1 (hereinafter referred to as “PHIP”)2 of Xiaomi
Corporation on June 21st, 2018.

Compared to the Application Proof published on May 3rd, in which Xiaomi emphasized ‘we are not
subject to any significant health, safety, or environmental risk’, environmental groups noticed that
Xiaomi admitted ‘certain current suppliers of the Group have experienced historical environmental
non-compliance incidents’ and that the ‘non-compliance of our suppliers with relevant environmental
laws and regulations may cause disruptions to our product supply to users, increase our cost of sales
and have a material and adverse impact on our business operations and financial results’ in the PHIP.

Xiaomi issued the Prospectus for Depository Receipt3 on the China Securities Regulatory Commission
(CSRC) website on June 14th, admitting for the first time that current suppliers of the Group have
experienced environmental non-compliance incidents, and disclosing its environmental policies and
selection criteria for potential new smartphone and laptop suppliers.
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http://www.hkexnews.hk/app/sehk/2018/2018050202/sehkcasedetails-2018050202.htm

2 http://www.hkexnews.hk/app/sehk/2018/2018050202/Documents/SEHK201806210005.pdf
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http://www.csrc.gov.cn/pub/zjhpublic/G00306202/201806/P020180614615014857905.pdf

Environmental groups subsequently sent letters to Xiaomi, acknowledging this change while
reminding Xiaomi of the inconsistency between the Application Proof for IPO in Hong Kong and the
Prospectus for Depository Receipt in mainland China, and further requiring Xiaomi to make corrections
to the prospectus document on HKEX to safeguard the rights and interests of investors.

Environmental groups believe that Xiaomi has made another positive step by making substantial
adjustments to the IPO document, disclosing the past environmental violations of its current supply
chain and explaining its supply chain environmental management policies.

We noticed that in the revised IPO document submitted to HKEX, Xiaomi renewed its understanding
of the risks from the environmental non-compliance of its supply chain: ‘non-compliance of our
suppliers with relevant environmental laws and regulations may cause disruptions to our product
supply to users, increase our cost of sales and have a material and adverse impact on our business
operations and financial results’.

We believe that this type of risk alert is essential to safeguard the rights and interests of investors. We
also noticed that while Xiaomi admitted its suppliers’ environmental non-compliance, it has neither
urged these suppliers to conduct corrective actions and make public statements with respect to the
reasons for their non-compliance, nor provided credible third-party audit reports to verify the
effectiveness of rectification effects; instead, Xiaomi only mentioned that ‘such suppliers have
rectified their historical environmental non-compliance incidents’.

According to public reports and follow-up on-site investigations, the environmental groups disagree
with Xiaomi's statement that ‘such suppliers have rectified their historical environmental noncompliance incidents’. We hope that HKEX will perform its supervisory responsibilities to verify the
rectification of environmental non-compliance incidents by Xiaomi's suppliers, and prevent IPO
companies from making false statements, so as to safeguard the rights and interests of investors.

We noticed that Xiaomi emphasized in the PHIP that ‘we cannot assure you that our suppliers will not
violate relevant environmental laws and regulations in the future’. However, in response to
environmental challenges in their supply chains, a number of leading brands from China and overseas
have already taken actions to consistently push suppliers to comply with environmental laws and
regulations, improve their environmental performance and accept public supervision through
information disclosure. For relevant information, please see:
http://wwwen.ipe.org.cn/GreenSupplyChain/Communication.aspx

Xiaomi declares in the PHIP that ‘we are committed to manage our supply chain in an environmentallyfriendly and socially responsible manner’. We hope that Xiaomi can achieve this vision, and we suggest
that Xiaomi take this adjustment of the IPO document as an opportunity to learn from the experience
of leading brands. We suggest that Xiaomi establish effective supply chain environmental
management policies and systems, manage and control environmental risks in the supply chain, and
gradually establish social trust in its environmental management, ultimately working toward
sustainable development.
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