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I. The Board of Directors, the Board of Supervisors, and directors, supervisors and senior
management of the Company confirm that the content of this Annual Report is true, accurate

and complete and has no false representations, misleading statements or material omissions,

Important Notes

and they individually and collectively accept legal responsibility for such content.

I1. Information about the directors absent

Post of the directors
absent

Name of the directors
absent

Reason for the directors
absent

Name of the trustee

Independent director

Zhu Jingtao

For work reason

Zhang Chunyi
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share repurchase, repurchase or cancellation of shares granted under share incentives and the like, the
Company proposes that the distribution proportion of each share will remain the same, and the aggregate
amount of distribution will be adjusted accordingly. The details will be disclosed in the announcement of

the implementation of equity distribution.

V1. Risk associated with forward-looking statements
VApplicable CNot applicable

The forward-looking description in this Report such as the Company’s future plans and
development strategies does not constitute an actual commitment of the Company to investors. Investors

should be aware of the investment risks.

VII. Was there any misappropriation of the Company’s capital by the controlling shareholders and
other related parties for non-operational purposes?

No

VIIl. Did the Company provide any guarantee to external parties in violation of the required
decision-making process?
No

IX. Did more than half of the directors cannot guarantee the authenticity, accuracy and
completeness of the annual report disclosed by the Company?
No

X. Material risk alert

The Company has detailed the possibly relevant risk in the Report, investors may refer to “(1V)
Risk Exposures” in “VI. Discussion and Analysis on Future Development of the Company” under
“Section 111 Management Discussion and Analysis”.
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Section I Definitions

I. Definitions

In this Report, unless the context otherwise requires, the following expressions shall have meanings as
follows:

Definitions of Common Terms

Reporting Period means | Year 2022

CSRC means | China Securities Regulatory Commission

SSE means | Shanghai Stock Exchange

CSDC means | China Securities Depository and Clearing Co., Ltd.

The Company, Company or NBSS | means | Ningbo Shanshan Co., Ltd.

Shanshan Holdings means | Shanshan Holdings Co., Ltd.

Shanshan Group means | Shanshan Group Co., Ltd.

Pengze Trading means Nlngbo)Pengze Trading Co., Ltd. (

Yinzhou Jielun means Ningbo Yinzhou Jielun Ir)wvestment Co., Ltd. (

A . . Shanghai Shanshan Lithium Battery Material

node materials companies means - S

Technology Co. and its subsidiaries

Shanghai Shanshan Lithium means Shanghai Shanshan Lithium Battery Material

Battery Material Technology Co., Ltd.

Fujian Shanshan
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Section 11 Company Profile and Key Financial Indicators

I.  Company Information

Chinese name of the Company

Chinese abbreviation of the Company

Foreign name of the Company

NINGBO SHANSHAN CO.,, LTD.

Foreign abbreviation of the Company

NBSS

Legal representative of the Company

Zheng Ju

Contact Details

Board secretary

Securities representative

Name Chen Ying Lin Feibo
F/28, Shanshan Plaza, 777 Rili Middle Road,|F/28, Shanshan Plaza, 777 Rili Middle Road,
Address Yinzhou District, Ningbo City, Zhejiang|Yinzhou District, Ningbo City, Zhejiang
Province Province
Tel.: 0574-88208337 0574-88208337
Fax: 0574-88208375 0574-88208375
Email ssgf@shanshan.com ssgf@shanshan.com

General Information

Registered
Company

Change

of

office  of

the|Room 801 (Shanshan Plaza), 777 Rili Middle Road, Shounan Street,

Yinzhou District, Ningbo City, Zhejiang Province

In September 1996, the registered address of the Company was
changed from 139 Baizhang Road, Jiangdong District to 158 Baizhang
Road, Jiangdong District; in August 2007, the registered address of the

the Company's

registered address

Company changed from 158 Baizhang Road, Jiangdong District to 238
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Type of Stock e_xc_hange for Stock abbreviation Stock code
shares listing
A Shares Shanghai Stock NBSS 600884
Exchange
GDR SIX Swiss Exchange Ningbo Shanshan Co., Ltd. SSNE
VI. Other Relevant Information
Accounting Name BDO China Shu Lun Pan Certified Public
firm engaged Accountants LLP
by the | Office address 4/F, 61 East Nanjing Road, Shanghai
Company Signing accountant iao Qi, Shi Danhua
Sponsor Name ZTF Securities
Srofoi%in Centralized Commercial (North), Financial
Eontinuoug Office address Business Area, Zhongtian Exhibition Center B,
SUDErVision Changling North Road, Guanshan Lake District,
perviL Guiyang City, Guizhou Province
obligation Signin sponsor
within the gning P Han Danfeng, Li Yuan
Reporti representatives
porting Period of continuous
Period .. 2021 - November 2022
supervision
Sponsor Name LC Securities
performing . 15/F, Building 8, No.195 Hong Kong East Road,
continuous Office address Laoshan District, Qingdao City, Shandong Province
supervision Signing sponsor .
obligation representatives Hu Yulin, Wang Youzhong
within the Period of continuous
Reporting .. December 2022
Period supervision
Financial Name ZTF Securities
advisor Centralized Commercial (North), Financial
performing . Business Area, Zhongtian Exhibition Center B,
continuous Office address Changling North Road, Guanshan Lake District,
supervision Guiyang City, Guizhou Province
obligation Signing  financial advisor .
within the | representatives Han Danfeng, Li Yuan
Reporting Period of continuous
Period supervision 2022-2023

VII. Key Accounting Data and Financial Indicators for the Past Three Years
() Key Financial Data

Unit: Yuan Currency: RMB
Increase/Decrease
Key financial for the period as
q 2022 2021 compared to the 2020
ata .
same period last year
(%)
25:]‘35:9”9 21,701,617,268.32 | 20,699,382,624.28 484 | 8,215896,691.46
Net  profits
attributable to
shareholders 2,691,262,599.60 3,339,696,517.63 -19.42 138,004,106.09
of the listed
company
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(11) Difference arising from the net profit and net assets attributable to shareholders of the listed
company in the financial statements disclosed simultaneously in accordance with the overseas
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income on investment acquired from the
disposal of trading financial assets, derivative
financial assets, trading financial liabilities,
derivative financial liabilities and other
investment on bonds

Non-operating income and expenses other

10
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Section 111 Management Discussion and Analysis

I. Operation Discussion and Analysis
Operation Profile

During the Reporting Period, in response to the opportunity and challenge caused in the change of
market environment and industry, the Company persevered in the driver of technological innovation, to
continuously improve the product competitiveness, update the manufacturing process and further reduce
costs and increase efficiency. In addition, it deepened the cooperation between the upstream and
downstream of the industry chain and provided clients with first-rate products and services through
improvement in supply chain management, achieving the steady development of business.

In 2022, the Company’s operating revenue reached RMB21,701.6173 million, up 4.84% year on
year, such slight increase was mainly because the former cathode material business of the Company was
not included in the consolidated financial statements of the Company since 1 September 2021; its net
profits attributable to shareholders of the listed company reached RMB2,691.2626 million, down
19.42% year on year, as it transferred some shares of cathode material business in 2021 and confirmed
the relevant investment income; the net profit attributable to shareholders of the listed company after
deducting the non-recurring profit or loss was RMB2,328.8948 million, up 23.53% year on year. The
increase in performance was because:

(1) In terms of the anode material business: the market demand kept increasing amid the persistent

development of the downstream NEVs and energy storage market, and the sales grew greatly as a result
of the smooth release of new capacity in the Company’s Baotou Phase Il and the deepening of

cooperation between the Company and clients; Moreover, the Company’s positive measures, such as

11
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development competence through improving self-supply ratio of graphitization, enhancing the
graphitization process, easing the pressure on outsourcing price hikes and deepening industry chain
cooperation.

During the Reporting Period, the anode material business achieved main business revenue of
RMB8,057.8924 million, up 94.63% year on year; Net profit of RMB920.3315 million, up 53.25% year
on year; the net profit attributable to the shareholders of the listed company reached RMB813.1196
million, up 54.95% year on year. The details are as follows:

(1) The Company’s sales of artificial graphite worldwide stayed ahead and the cooperation
with overseas clients achieved breakthroughs

According to ICC data, the Company’s sales of anode materials artificial graphite ranked first
worldwide in 2022, further consolidating its industry leadership. Through the Company’s continuous
strengthening in the deep cooperation with leaders in the global battery industry, its sales of anode
materials business to major clients in 2022 rose significantly, in which the proportion of sales of top 10
clients further increased. With the breakthroughs in overseas business, the Company’s overseas sales in
2022 surged by over 50% year on year, which was higher than the growth rate of overseas demand.
Meanwhile, overseas clients were enhancing their recognition for the Company. The Company’s new
silicon-based materials orders from overseas clients reached over one ton and new medium and large
projects had passed tests and reviews of them.

(2) With the expansion of dominating advantages of products, silicon-based, hard carbon and
other new products were marketed

By virtue of outstanding performance, the Company’s fast-charging products maintained a leading
share and were improving in consumer battery applications, and the sales of these products shot up in the
power battery field. The sales of these products in this period surged, and the proportion of sales
increased to over 60%. With upgrades to liquid phase coating technologies, the Company’s products
with the new generation of technologies have been exclusively supplied to power battery leaders, further
expanding the leading edge.

The Company's silicon-based anode products have made a major breakthrough in applications in
China and overseas, achieving industrializing applications in consumer electronics and power markets.
The Company was upgrading its silicon-based products. The first and second generation of silicon-
oxygen anode products had achieved supply in a large scale, and the third and fourth generation was in
the process of development and certification; in terms of basic model of new generation of silicon-
carbon products with high capacity and efficiency, the development was finished, the core patents had
been authorized in China and the Company was applying for international patents. In order to satisfy the
downstream clients’ demand, the Company planned 40,000 tons of silicon-based anode capacity in
Ningbo of Zhejiang during the Reporting Period, of which the Phase I with 10,000 tons capacity had

started construction and was projected to put into trial production in 2024.

12
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The Company's hard carbon anode products for sodium-ion batteries are leading in capacity, high-
temperature and processing performance, and had completed sample verification from Chinese and
overseas clients and reached sales over one ton for clients in China.

(3) The Company promoted the strategic presence of integrated production lines in full swing
and accelerated the improvement in self-supply ratio of graphitization and process upgrades

During the Reporting Period, the Company was promoting the strategic presence of integrated
production lines in full swing while optimizing the existing capacity, so as to meet clients’ ever-
increasing demand and further cut costs and increase efficiency. In this period, with the Phase 11 of
Baotou Integration Base in Inner Mongolia reaching the designed capacity, the Company’s self-supply
ratio of graphitization in 2022 improved compared with last year. The Company accelerated the
production expansion of the integration bases in Meishan of Sichuan and Anning of Yunnan, and took
precedence over the construction of graphitization capacity, of which the graphitization production lines
in Phase | of Meishan Base in Sichuan and the project scheme in Phase | of Anning Base in Yunnan had
put into trial production in the third quarter of 2022 and third quarter of 2023, respectively.

The Company was upgrading the graphitization process, such as improving the charge per furnace,
pre-graphitization and increasing “lane furnace”, so as to reduce consumption of graphitization process
per ton, further cut costs and improve the profitability.

(4) The Company deeply cooperated with the upstream, enhanced raw material development
capability and expanded cost reduction space

The Company implemented deep strategic cooperation with major suppliers in the fields of needle
coke, petroleum coke and post-calcined coke, ensuring the stable supply and safety of raw materials in
the face of increased price fluctuations of needle coke and petroleum coke. The Company was
improving its raw material development capability and promoting the verification of and replacement by
low-cost coke and customization and adjustment of raw coke, which was expected to further reduce

costs and improve product profitability.

(1) Polarizer Business

During the Reporting Period, the Company’s sales of polarizer business showed an improvement
year on year, as a result of the positive responses to the decline in demand of the industry including
strengthening new product development, optimizing product mix and deepening cooperation between
the Company and clients; in addition, the Company promoted the operational efficiency through
delicacy management and manufacturing process upgrades, and the costs declined due to the preferential
policy of duty-free import of major raw materials and fluctuation in exchange rate, leading to the stable

development of polarizer business. The operating revenue of the polarizer business reached

13
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During the Reporting Period, the Company was improving its market competitiveness in its
polarizer business. Data from Yano Research Institute Ltd. showed that the Company’s polarizer
business in global market shares increased significantly from 25% in 2021 to 29% in 2022, ranking first

and further consolidating its industry leadership.

14
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During the Reporting Period, the Company improved its operational efficiency remarkably through
lean production and cost reforms. During the period, the Company took a series of positive and effective
measures in production, management and operation, resulting in continuous improvement in
productivity indicators such as first pass yield of products, operation speed of production line and
material loss rate, and further enhancement of product competitiveness. In addition, the Company
optimized its supply chain network and established an interconnected and efficient operation system
centered on clients’ satisfaction, to optimize its overall operational efficiency and reduce operating costs.

(4) Promoting the construction of polarizer production line orderly

During the Reporting Period, the Company promoted the construction of new capacity projects
orderly in light of strategy planning and market demand. As of the disclosure date of this Report, one
new production line of Shanjin Optoelectronics (Guangzhou) Co., Ltd. has achieved mass production

and its capacity is greatly improved, the other new production line has put into trial production and is in

15
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By 2025, the new energy storage will step into the

National L
scale development stage from the initial stage of
Energy . S -
A The 14th Five-year | commercialization, and meet the requirements of
Administration, TR ! .
. Plan for New large-scale commercialization. The innovation
January 2022 National bili hnol q
Development Energy Storage capability of new energy storage tec nology an
Development self-control of core technology and equipment
and Reform . . L
e will be improved significantly, and the standard
Commission . i :
system will be optimized substantially.
Contents involving NEVs and energy storage
industries: Promote the green and low-carbon
o transformation of transportation by optimizing
Opinions on the | the transportation structure and implement the
, Improvement inthe | green and low-carbon transportation facilities
5 Naltlonal c s N{echag'sl!": and equipment; push ahead the energy
aﬁ\ée;er}?rerg Zri(frl\r}lleagulgss interconnection pilots of NEVs and power grids
- ; and the collaboration between vehicles and
February 2022 Commission, Concerning the . - . ;
. charging piles and ships and shores; step up
National Green and Low-
Energy carbon efforts to promote the development of
Administration | Transformation of | intelligent power distribution network of high-
proportion distributed new energy generation,
Energy
encourage to construct multi-energy
complementary intelligent energy systems and
micro grid integrated generation, grid, load and
storage.
Enhance the response capability for energy
demand and improve the time-of-use electricity
price and peak-valley electric charges systems, to
support the diversified development of energy
storage in terms of users. Optimize the main
network frame of power grid and deploy the
National A energy storage of power grid in key points, to
March 2022 Energy Gusﬁélrnesvci/r:)rzli) 22 enhance the power complementation between
Administration 9y provinces and encourage users to establish the
intelligent micro grid for new energy supply.
Combine the adjustments of generation, grid, load
and storage to achieve a comprehensive use and
plan the construction of a series of multi-energy
complementary projects integrated generation,
grid, load and storage.
Plan the development and safety through directing
NEVs companies to accelerate the construction of
Ministry of A systematic, scientific and standardized safety
Guidelines on - .
Industry and Further system and heightening the safety guarantee
. Information capabilities in safety management mechanism,
April 2022 Development of . . oo
Technology product quality, operation monitoring, after-sales
Safety System for . - .
and other four NEVs Companies | S€TVice: accident response and disposal, and
departments P network security, to enhance the NEVs’ safety
and promote the high-quality development of this
industry.
Ministry of
Finance, State
Taxation Announcement on .
Administration | the continuation of To support the development of the NEV industry,
September and Ministrv of | Exemption Polic the NEVs purchased from 1 January 2023 to 31
2022 y P Y| December 2023 will be exempt from vehicle

Industry and
Information
Technology

of the NEVs
Purchase Tax

purchase tax.
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The development of NEV and energy storage industries complies with Chinese strategic goals of
“carbon peak and carbon neutrality”, and policies, such as the Action Plan for Carbon Peak by 2030 and
the Outline of the 14th Five-Year Plan and Vision 2035, sup

18



2022 Annual Report

acquisition of the LCD polarizer business of LG Chem. In the future, it will make efforts to become a
global leader in the two segments of anode materials, namely lithium batteries and polarizers.

For the purpose of focusing on the core business, the Company was promoting the divestment of
non-core business, including the completion of sales of energy storage, charging pile business and
lithium salt business during the Reporting Period, the 51% equity interest transfer of Quzhou Shanshan,
a subsidiary devoting to the electrolyte business, in February 2023, and the conclusion of sales

agreement concerning PV station assets in April 2023.

(1) Lithium Battery Materials Business
1. Business profile

The Company’s lithium battery materials business covers the R&D, production and sales of anode
materials and electrolyte for lithium-ion batteries. Its main products of anode material business cover
artificial graphite, natural graphite, silicon-based anode materials and the like. The main products of
electrolyte business are electrolyte and lithium hexafluorophosphate. All the above products can be
primarily applied in NEVs, consumer electronics and energy storage industries, etc.

The following is the main products of lithium battery materials business of the Company and
application:

Product Application

‘ Classification
Artificial graphite

Anode

material

19
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The factory places purchase orders or purchase and sales contracts as required and follows up delivery,
acceptance, account checking, payment and other affairs.

For local demands such as preparation for parts and small works, the procurement department of
each factory, following the commercial management requirements of multiple inquiries and cost
analysis, develops suppliers nearby, organizes commercial negotiations, initiates inquiries and pricing
applications, places purchase orders based on pricing results, and follows up the deliveries to efficiently
respond to factory needs.

For key materials or equipment, the supply chain center of each business, based on the supply
structure and market research, makes the best choice, to promote the construction of strategic partnership
with suppliers and achieve guaranteed supply, win-win cooperation and long-term development.

(2) Production

The Company, according to the principle of production based on sales, plans monthly according to
the sales plan, arranges the production plan according to the production lines and submits the demand
for raw and auxiliary materials to the procurement department, the workshop management department
completes the designed output in light of the production plan, and all departments coordinate closely to
meet the market demand with a more flexible production model.

The Company's products are mainly supplied for itself after independent development and tests;
products cover the conventional and the customized for clients’ needs. The Company can provide clients
with dedicated production lines to meet their one-stop procurement needs.

(3) Sales

The Company, under the mechanism coordinated with the department of sales, R&D, quality,
technical support and others, establishes the task groups in light of clients’ demand for products, and
forms a sales model dominated by sales, guaranteed by R&D and quality and propped up by technical
supports, to provide clients with cost-effective products and services. Based on the centrality or
importance of clients, the Company understands their needs and keeps abreast of their feedback on
product quality, changes in demand for product types and other issues through setting up sales offices in
various places, so as to respond quickly, provide better sales and technical services to them, and

establish close and efficient cooperation.
3. Market status of products

Data in 2022 from ICC showed that the Company’s sales of artificial graphite, an anode material,

ranked first worldwide for two consecutive years.
4. Competitive edge and weakness

1) Competitive edge

The Company is the first enterprise devoting to the R&D and production of artificial graphite anode
materials for lithium-ion batteries in China. After years of development, it becomes a leader in
technology, clients, capacity and industrial chain. The Company owns independent core intellectual

property rights including material granulation, surface modification, nodulizing and heat treatment, and
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leads the industry in R&D of sophisticated products, graphitization technology, raw material
development and evaluation technology, and development of process equipment.

During the Reporting Period, the Company further expanded its edge. The fast-charging products
with excellent performance grew rapidly in sales, with the proportion increasing to more than 60%; the
Company achieved the industrialization applications of silicon-based anode materials; it sent samples of
hard carbon products for sodium-ion batteries to Chinese and overseas clients for verification, and
reached sales over one ton for clients in China. Meanwhile, the Company was deepening the partnership
with global mainstream lithium battery companies, making the proportion of sales of top ten clients
further increasing. To meet the growth of clients’ demand and further cut cost and increase efficiency,
the Company striven to deploy the integrated production lines during the Reporting Period. As of the
end of 2022, the Company has completed the presence of anode material capacity of about 700,000 tons,
including 200,000 tons for finished products in production, with the planning of 200,000 tons in
Meishan Integration Base of Sichuan and 300,000 tons in Anning Integration Base of Yunnan. Its
capacity stayed leading.

For details, please refer to the Section IV “Analysis on Core Competitiveness During the Reporting
Period” in this Chapter.

) Competitive weakness

During the Reporting Period, the Company had great room for improvement in self-sufficiency
ratio of graphitization of anode materials. It had accelerated the construction of integrated production
bases in Meishan of Sichuan and Anning of Yunnan and gave priority to the capacity of graphitization.
After construction and putting into production, these bases may enhance the Company’s self-sufficiency
ratio of graphitization, decline the proportion of outsourcing for each production step of anode materials,

and achieve cost reduction and efficiency increase.
5. Key performance drivers

(1) Rapid-growing NEV and energy storage industries worldwide in 2022

Data from EVTank shows that global NEVs sales reached 10.824 million in 2022, an increase of
61.6% year on year. According to CAAM, China's annual NEVs sales stood at 6.887 million in 2022, up
93.4% year on year.

Amid the development of global new energy, the demand for energy storage industry worldwide is
growing rapidly. Data from ICC shows that the global energy storage battery production in 2022 hit
139.86Gwh, up 112.17% year on year, including 102.49Gwh for electric power storage, up 151% year
on year, 9.82Gwh for base station storage, down 16.24% year on year, 25.44Gwh for household storage,
up 112.98% year on year, and 2.01Gwh for UPS and other energy storage, up 40.56% year on year.

Triggered by the downstream demand for NEVs and energy storage, the demand for lithium battery
materials rockets. Date from ICC showed that the production of anode materials worldwide hit 1.468
million tons in 2022, up 67.3% year on year; the production of electrolyte worldwide stood at 1.02

million tons in 2022, up nearly 80.7% year on year.
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2. Operating model

(1) Procurement

The Company adopts the production-based procurement model, that is, arranging the procurement
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3. Market status of products

Data from Yano Research Institute Ltd. shows that the Company’s polarizer business in market

shares increased significantly from 25% in 2021 to 29% in 2022, ranking first worldwide.
4. Competitive edge and weakness

Q) Core competitive edge

The Company, a global leader in the polarizer sector with more than 20 years of technology
development, has the great capacity to meet downstream applications and owns more than 1,000
technology patent applications. It leads the market with differentiated technologies concerning ultra
large size, ultra thin, high contrast and wide viewing angle and keeps the global core competitiveness in
R&D, capacity size, ultra-wide production line and client mix. The Company has advanced technologies
concerning the use of low-permeability materials, film lamination technology and UV curing
technology, ensuring its excellent product performance and efficient production level.

During the Reporting Period, the Company's product competitiveness was further strengthened. It
consolidated the leading edge of large-size products in high-end and super-size fields, and strengthened
the development of small and medium-sized high-end products. It was promoting the application of new
technologies in the display field and expanding the demand-side application scenarios. For instance, its
OLED polarizers for mobile phones had been verified by clients, achieving the breakthrough from LCD
polarizers to LCD+OLED polarizers. The Company has the world-leading ultra-
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5. Key performance drivers
(1) Panel capacity transfer drives up the supporting demand in Chinese mainland

The global display panel capacity is shifting to Chinese mainland, according to Omdia data. The
capacity in Chinese mainland by 2022 accounted for 68% of the global capacity, and is expected to
reach about 78% by 2026. Due to such transfer, the demand for raw materials such as upstream
polarizers is increasing. Polarizer manufacturers in Chinese mainland benefit from the transfer due to
low logistics costs and their timely response to panel makers in Chinese mainland, which can better
match panel makers' R&D and production.

(2) Strong support from industrial policies of China
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Center” and “National Manufacturing Single Champion”. Shanghai Shanshan Technology Co., Ltd. was

listed in the third batch of state-level specialized and innovative “small giant” enterprises.

The Company takes clients” demand as the core, leads the industry development through
technological innovation, and has built long-term core competitiveness in product technology, capacity

size, clients and presence of industrial chain.
1. Deep technology accumulation and cutting-edge R&D and innovation advantages

The Company is the first devoting to the R&D and production of artificial graphite anode materials
for lithium-ion batteries in China and owns independent core intellectual property rights including
material granulation, surface modification, nodulizing and heat treatment. Years of high-quality R&D
investment and independent R&D capability cultivation make the Company form complete R&D and
innovation systems. The Company’s anode material business leads the industry in R&D of sophisticated

products, graphitization technology and raw material development and evaluation technology.

In terms of sophisticated products, the Company's multiple technologies, including self-developed
high-energy density and low expansion technology, liquid-phase fast-charging coating technology and
silicon anode precursor synthesis technology, are at the forefront of the industry.

High-capacity fast-charging anode materials

With the breakthrough of bottleneck of high-energy density fast-charging technology and upgrades
to liquid phase coating technologies, the Company’s products with the new generation of technologies
have been exclusively supplied to power battery leaders, further expanding the technology edge in fast-
charging products.

Silicon-based anode materials

The Company's silicon-based anode has made significant breakthroughs in applications in China
and overseas, and silicon-oxygen products have achieved large-scale applications in consumer
electronics and power markets. The Company was upgrading and improving its silicon-based products.
In terms of basic model of new generation of silicon-carbon products with high capacity and efficiency,
the development was almost finished, the core patents had been authorized in China and the Company
was applying for international patents.

Hard carbon anode products

The Company's hard carbon anode products for sodium-ion batteries are leading in capacity, high-
temperature performance and processing performance, and had completed sample verification from
overseas clients and reached sales over one ton 56 Tf1 020.000004.92 rel,4p0 gom
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4. Deepen the cooperation between upstream and downstream to build a resilient supply chain

As for the upstream industry chain, the Company established a special raw material development
team with upstream suppliers to work together to develop functional raw materials, functional
granulating agents and coating agents required for the performance of anode materials, and tailor-made
raw materials for anode products with different characteristics. In order to further ensure quality and
supply, the Company implemented comprehensive cooperation with Chinese major suppliers in the
fields of needle coke, petroleum coke and post-calcined coke, ensuring the stable supply and safety of
raw materials.

As for the downstream industry chain, the Company established a good cooperation system
involving joint development and mutual promotion amid further cooperation with clients, and kept the
long-term technical communication and mutual development with Huawei, Apple, BMW and other end

clients, ensuring the sustainable competitiveness in the development of anode material business.

During the Reporting Period, the supply relationships between upstream and downstream were
cemented further as the downstream clients, CATL, BYD and ATL, and the upstream raw material
supplier, CNPC Kunlun Capital Co., Ltd., strategically invested in the Company's anode business
platform.

(1) Analysis of Core Competitiveness of Polarizer
1. Deep technology accumulation and leading R&D innovation advantage

As a leading enterprise in the polarizer field, the Company has leading technology advantages.
Relying on its over 20 years of technological R&D in the polarizer field, the Company leads the market

through differentiated technologies of polarizers such as super size, ultra-thin, high contrast and wide
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product quality, while it has successfully applied UV curing technology to polarizer manufacturing, thus

optimizing the production process.

The three group standards for polarizer, namely, "Polarizer with Low Moisture Permeability for Thin
Film Transistor Liquid Crystal Display (TFT-LCD)", "Polarizer for Small and Medium Organic Light
Emitting Diode (OLED) Displays™ and "Polarizer for Organic Light Emitting Diode (OLED) for TVs"
formulated by the Company have been officially released and implemented, which will help the planning

and quality development of the polarizer industry.

In terms of new display technologies, the Company has passed customer certification for polarizers
for OLED cell phones, and will gradually release the products according to customer demand in the next
step; polarizers for OLED TVs and polarizers for VR display terminals have completed independent
development and are at the customer certification stage; technology and patent reserves have been

completed for vehicle polarizer, and product development is being accelerated.

As of 31 December 2022, the Company has applied for more than 1,000 LCD polarizer-related
patents in many countries around the world, including Korea, China, Japan and the United States, of which
992 patents (793 international patents included) have been granted, including 939 invention patents, 45

utility model patents and 8 appearance patents.
2. Advantages of ultra-width production lines and RTP production lines

In recent years, the screen of terminal consumer electronic products shows the trend of large-screen
development, which has put forward higher requirements on the size of upstream polarizers. The width of
the polarizer production line has a great impact on the production capacity, and the ultra-wide (2 meters
or wider in width) production line is a key factor for competitiveness. The Company is the first in the
industry to use ultra-wide production lines and one of the few companies in the industry capable of running
several ultra-wide production lines, and now has five ultra-wide front-end production lines, among which
the 2,600mm ultra-wide production line is the world's largest wide production line, which can achieve
mass production of polarizers up to 115 inches or more, making it the global market leader in the ultra-

wide field.

In addition, the Company has industry-leading RTP production lines in many cities across China.
The RTP production lines are generally located in customers' facilities and can realize integrated laser
cutting from polarizer to coil, automatic inspection and polarizer-glass substrate adhesion, with the
advantages of being close to customers and convenient supply; while meeting the characteristics of the
customers' production line, the Company can reasonably control the transportation and packaging costs,
enhance production efficiency and improve product yield. By the end of 2022, the Company has installed

over 20 RTP production lines, leading the world in operation scale and technical strength.
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3. Long-term and stable customer relationship

The Company's downstream customers generally have a more stringent supplier certification system,
and will generally maintain a more long-term and stable relationship with companies that pass their
supplier certification. The Company has established long-term good cooperative relationships and smooth
communication with the world's leading panel manufacturers, namely, BOE, China Star Optoelectronics

Technology
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(2) The Company's polarizer business actively responded to the decline in industry demand by
strengthening new product development, optimizing product structure and deepening customer
cooperation, and the sales volume of polarizer business increased year on year. At the same time, the
Company has effectively improved the operation efficiency through refined management and
manufacturing process upgrading. Combined with the preferential policy of tariff-free import of main raw
materials and the fluctuation in exchange rate, the cost has decreased, and the Company's polarizer
business has maintained a steady development.

2. Income and cost analysis
0 Applicable v Not applicable

.
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Overseas

2,871,556,630.90

2,232,540,688.94

22.25

69.10

65.10

Increased by 1.89
percentage points

Profile of principal businesses by sales model

Sales
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battery cost
materials The scale of
production
Wage 35,919.25 5.06 | 25,247.96 3.8 42.27 | and
marketing is
expanding
The scale of
production
and
marketing is
Manufacturing expanding,
costs 324,886.18 45.81 | 189,517.91 28.53 71.43 and
graphitization
outsourcing
processing
fees rise
Egﬁ"t" material | 48 717.43 72.47 | 575,762.69 76.78 ~4.70
Polarizer ~ Wage 26,908.33 3.55 27,677.31 3.69 -2.78
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| fees rise

Polarizer
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High school and below, 3%

16

Age structure of R&D team members

Type of age group Number of members in each age group
Below 30 (excluding 30) 127
30-40 (including 30, excluding 40) 132
40-50 (including 40, excluding 50) 38
50-60 (including 50, excluding 60) 3
Aged 60 and older 0

(3) .Explanation
VApplicable "CNot applicable”
Anode material

2

Anode material with a long cycle life

No Name of item R&D purpose and progress
To apply in the power field, and is proposed to
. Lo . be applied in the next generation products of the
1 High energy density with 4C quick charge leading power battery enterprise; in the pilot
stage.
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Development of polarizers for
OLED TVs

To achieve ultra-high transmittance and ultra-low
reflection property; in the customer certification stage

Development of polarizer for VR
glasses

To improve the definition of VR picture; in the product
certification stage

Development of high-
transmittance polarizer for LCDs

To further improve the transmittance of polarizer material,
improve the picture contrast, and reduce the power
consumption of the display screen; has realized mass
production
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supplemented the raw material inventory
after completion of delivery, which
increased the demand for operating cash in
the polarizer business in  2021.
Meanwhile, during the Reporting Period,
the polarizer business developed steadily,
the customer mix was good, the payment
collection was stable, the inventory was
maintained at a reasonable level to meet
the Company operations, and the
operating cash inflow was good.

The main reason is that the cash paid for
the expansion of anode material business

Net cash . - . .
capacity during the Reporting Period and
flows from : .
investin -4,949,147,970.42 -3,540,263,960.91 N/A the purchase and construction of fixed
estng assets and projects under construction
activities ; X .
increased compared with the same period
last year.
The main reason is the reduction in bank
Net cash loan of RMB1.447 billion by the
flow  from | i Company during the Reporting Period;
financing 328,949,318.47 10,047,371,157.26 103.27 and the Company's bank loan increased by
activities RMB5.335 bhillion in the same period last

year.

Item

(11) Description of significant change in profit caused by non-principal business

VApplicable "CNot applicable”
During the period, the investment income of the Company decreased by about RMBL1.5 billion

compared with the same period last year, mainly due to the completion of the transfer of 19.6438% equity

of Shanshan Energy in the same period last year, and the investment income was obtained. And the

Company remeasured the fair value of the date when the remaining equity is held and the control right of

Shanshan Energy is lost according to the accounting standards for enterprises, and recorded the investment

income of the period when the control right is lost.

(111) Analysis of assets and liabilities
VApplicable "CNot applicable”

1. Assets and liabilities
Unit: RMB

Amount at the end
of the Period

Proportion
of the
amount at
the end of of the
the Period period
in  total

assets (%)

Amount at the end

previous
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Monetary

funds 4,742,265,435.59 10.56 9,294,961,367.71 23.07 -48.98
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input tax reduction at the
end of the Reporting
Period.

Long-term
receivables

33,196,905.37

0.08

-100.00

The main reason is that the
subsidiary's long-term
receivables were
transferred to the long-
term  receivables  due
within one year during the
Reporting Period, and the
Yunshan business segment
quit the merger.

Other non-
current
financial assets

198,154,599.78

0.44

102,604,599.78

0.25

93.12

The main reason is that the
subsidiary Ningbo
Shanshan Venture Capital
completed the contribution
to the investment fund
partnership  during the
Reporting Period.

Construction
in progress

4,947,187,407.85

11.01

2,022,341,380.07

5.02

144 .63

The main reason is the new
investment in the
expansion projects under
construction of anode
material and polarizer
business  during  the
Reporting Period.

Deferred
income tax
assets

134,942,699.34

0.30

240,325,267.25

0.60

-43.85

The main reason is the
subsidiary deducted the
full amount of newly
acquired research and
development equipment,
etc. for the polarizer and
anode business at one time
when calculating taxable
incomes in the Reporting
Period in accordance with
the taxation document
(No. 28 in 2022), and
included the  newly
acquired equipment and
apparatus under RMB5
million in costs and
expenses at one time in
accordance  with  the
taxation document ([2018]
No. 54), which increased
the deferred income tax
liabilities;

The deduction for the
deferred income tax assets
under the circumstance
that the income tax was
levied by the same
taxation authority on the
same taxable  entity
decreased the deferred
income tax assets.
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Notes payable

2,039,758,654.61

4.54

1,250,062,984.06

3.10

63.17

The main reason is a
hike in anode material
sales, and an increase of
settlement amount in the
form of notes during the
Reporting Period.

Contract
liabilities

60,815,111.78

0.14

112,277,738.49

0.28

-45.84

The main reason is the
subsidiary, Hunan
Yongshan, is not included
in the scope of
consolidation during the
Reporting Period.

Accounts
payable

3,149,272,023.43

7.01

2,321,337,124.98

5.76

35.67

The main reason is that the
foreign supplier of raw
materials for polarizer
business began to provide
the account term during
the Reporting Period,
resulting in the increase of
payables.

Advances
from
customers

100,196,289.48

0.22

1,092,883.71

0.00

9,068.07

The main reason is that the
Company received
advance proceeds from
equity transfer of
RMB100 million from
Quzhou Shanshan during
the Reporting Period.

Tax payable

296,418,740.29

0.66

722,837,474.19

1.79

-58.99

The main reason is that the
income tax of the equity
transfer ~ of  Shanshan
Energy in 2021 was paid
within ~ the  Reporting
Period.

Held-for-sales
liabilities

400,317,405.67

0.89

N/A

The main reason is that the
Equity Transfer
Agreement of Quzhou
Shanshan has been signed
during the Reporting
Period, and its liabilities
have been transferred to
the liabilities held for sale
account.

Non-current
liabilities due
within one
year

1,904,053,155.76

4.24

3,623,549,740.51

8.99

-47.45

The main reason is that the
Company repaid long-
term loans due within one
year of RMB2.046 billion
during the Reporting
Period.

Estimated
liabilities

62,706,582.21

0.14

31,315,748.16

0.08

100.24

The main reason is that
polarizer business
withheld  the quality
guarantee  deposit  of
polarizer product during
the Reporting Period.

Capital
reserves

9,131,320,581.39

20.33

6,477,790,953.97

16.08

40.96

The main reason is that the
Company's capital
increase  and  equity
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incentive  during  the
Reporting Period resulted
in a equity premium of
RMB2.669 hillion.

Other

The main reason is the
change in fair value of the
Luoyang  Molybdenum

comprehensive | -150,819,889.21 -0.34 -31,679,676.99 -0.08 376.08
income stogk of the Compa}ny
during the Reporting
Period.
It was mainly because of
the increase in minority
interests due to the
Minority introduction of strategic
interests 1,076,772,643.10 2.40 421,993,070.96 1.05 155.16 cooperation  of  equity

interest for anode
materials business during
the Reporting Period.

2. Overseas assets
VApplicable "CNot applicable”
(1) Assetsize

Among which, overseas assets were 307,131,758.39 (Unit: Yuan Currency: RMB), accounting for 0.68%
of the total assets.

(2) Description of the relatively high proportion of overseas assets
"0 Applicable" "V Not applicable"

3. Restrictions on assets as of the end of the Reporting Period
VApplicable "CNot applicable”

As of the end of the Reporting Period, the assets whose ownership or use is restricted are referred to
Note “V. (64) Assets with restricted ownership or right of use”.

(IV) INDUSTRY ANALYSIS
VApplicable "CNot applicable”

1. Analysis of operational information of lithium battery material industry

According to the data of iccsino.com, the global production of anode materials in 2022 was 1.468
million tons, an increase of 67.3% year-on-year, and the production of anode materials in China was 1.415
million tons, an increase of 74.5% year-on-year, of which the proportion of artificial graphite increased to
80%. In the first half of 2022, the price for upstream graphitization processing of anode materials rose
significantly in China due to the mismatch between supply and demand of capacity; and prices began to
fall in the second half of 2022 as capacity supply eased.

According to the data of iccsino.com, the global electrolyte production reached 1,017,800 tons in
2022, up 80.7% year-on-year; and the domestic electrolyte production reached 867,500 tons, up 78.4%
year-on-year. Affected by the significant increase of capacity supply, the price of electrolyte and its core

raw material, lithium hexafluorophosphate, both showed a significant decline.
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2. Analysis of operational information of polarizer industry

Under the influence of external environment such as changing international political situation and
global inflation, the global economy is in a weak growth cycle in 2022, the overall demand in the consumer
electronics industry is weak, and the polarizer industry is also affected to some extent. According to
Omdia's data, the global polarizer market demand in 2022 is about 552 million square meters, down 8.1%
year-on-year, of which the LCD polarizer market demand is about 534 million square meters, accounting
for 97%, still being the mainstream of display technology.

With the continuous transfer of display panel capacity to mainland China and the expansion of
domestic replacement demand, the polarizer market demand in mainland China is growing. According to
Omdia data, the polarizer market demand in mainland China was about 372 million square meters in 2022,
accounting for 67% of the global polarizer market demand, showing a further improvement of the

localization rate of polarizer.

(V) Analysis of investment
Overall analysis of external equity investments

VApplicable "CNot applicable”
During the Reporting Period, the Company's foreign investment was RMB5,934.2257 million, a

decrease of RMB6,541.7083 million or 52.43% compared to the same period last year. Important

investment projects are as follows:

Invested amount Equit

during the | Main quity
Invested company name . . - ratio Note

Reporting Period | business (%)

(RMB0’000)
Shanghai Shanshan Lithium
Battery Material Technology | 240,000.00 Anode 87. 0770 Capital increase
Co,, Ltd.
Chenzhou Shanshan New I
Material Co., Ltd. 10,000.00 Anode 87. 0770 Capital increase
Inner Mongolia Shanshan I
Technology Co., Ltd. 30,000.00 Anode 87. 0770 Capital increase
Yunnan  Shanshan  New Investment in
Material Co., Ltd. 31,000.00 Anode 87. 0770 New subsidiaries
Sichuan  Shanshan  New -
Material Co.. Ltd. 125,000.00 Anode 87. 0770 Capital increase
Shanghai  Shanshan  New I
Material Co., Ltd. 46,000.00 Anode 87. 0770 Capital increase
Ningbo Shanshan Silica- Investment in
based Material Co., Ltd. 1,100.00 Anode 87. 0770 New subsidiaries
Baotou Graphene Material oo
Research Institute Co., Ltd. 500.00 Anode 43. 5385 Capital in place
ShanJin Optoelectronics - -
(Suzhou) Co., Ltd. 65,186.54 Polarizer 100.00 Capital in place
Taiwan Shanjin . Investment in
Optoelectronics Co., Ltd. 25,580.21 Polarizer 100.00 New subsidiaries
Jiangxi Zhanxiao New Energy Equity
Technology Co., Ltd. 1,760.00 investment 26. 8300 Investment
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3. Financial assets measured by fair value

VApplicable "CINot applicable™
Unit: Yuan Currency: RMB
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4. Specific progress of material assets reorganization and integration during the Reporting Period

VApplicable "CINot applicable™
On 1 February 2021, the Company successfully completed the acquisition of LG Chem's LCD

polarizer business and related assets (hereinafter referred to as the "Major Asset Purchase™) in mainland

China. After the completion of delivery of the Major Asset Purchase in Mainland China, the Company
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Shanjin
Optoelectroni
c¢s Technology
(Zhangjiagang
) Co., Ltd.

Shanjin
Optoelectroni
¢s (Mianyang)
Co., Ltd.

Taiwan
Shanjin
Optoelectroni
cs Corporation
Limited

90,000.00

100.00

114,183.90

59,056.48

-636.26

100,000.00

100.00

28,258.96

25,439.93

-384.22

NTD1.5
billion

100.00

22,163.77

14,637.00

9,728.44

-1,644.37

Shanghai
Shanshan
Lithium
Battery
Material
Technology
Co., Ltd.

Ningbo
Shanshan
New Material
Technology
Co., Ltd.

Shanghai
Shanshan
Technology
Co., Ltd.

Chenzhou
Shanshan
New Material
Co., Ltd.

Fujian
Shanshan
Technology
Co., Ltd.

Huzhou
Shanshan

New Energy
Technology
Co., Ltd.

Shanghai
Shanshan
New Material
Co., Ltd.

Inner
Mongolia
Shanshan
Technology
Co., Ltd.

Inner
Mongolia
Shanshan
Material
Technology
Co., Ltd.

R&D,
productio
n and sale
of lithium-
ion battery
anode
materials
and
carbon
materials

118,200.00

87.0770

686,489.85

583,071.85

-1.39

230,000.00

87.0770

477,670.92

252,583.56

354,699.91

8,878.88

30,000.00

87.0770

135,048.04

60,623.09

127,285.73

9,716.17

20,000.00

87.0770

62,775.44

34,101.00

77,861.24

5,575.24

20,000.00

87.0770

85,217.80

34,978.23

133,209.32

8,085.20

6,000.00

87.0770

44,274.27

16,914.52

99,435.68

3,998.24

100,000.00

87.0770

350,611.92

145,058.30

834,341.62

22,044.05

130,000.00

87.0770

373,658.64

152,833.46

423,765.09

12,352.48

5,000.00

87.0770

9,455.91

9,066.99

2,977.44
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Zhejiang
Chouzhou
Commercial
Bank Co., Ltd.

Raise
public
deposits,
issue loans
and handle
domestic
settlement
, etc

420,000.00

7.06

32,702,136.40

2,488,477.46

843,594.58

191,921.68

(VI

Structured entities under the control of the Company
"0 Applicable" "V Not applicable"
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VI.THE COMPANY’S DISCUSSION AND ANALYSIS REGARDING THE COMPANY’S
FUTURE DEVELOPMENT

(I)STATUS AND TRENDS OF THE INDUSTRY

VApplicable "CNot applicable”
1. Lithium battery materials business

According to Clean Technica, under the global practice of "carbon neutrality" initiative, global sales
of new energy vehicles reached RMB10.09 million units in 2022, up 56.4% year-on-year, and the
penetration rate rose from 9% in 2021 to 14%, and the penetration rate is expected to continue to rise in
the future. According to Gaogong Lithium Battery's estimation, by 2025, the global penetration rate of
new energy vehicles will reach more than 25%, driving global power battery shipments to reach 1.55TWh,
officially entering the era of TWh; and in addition to energy storage battery market shipments, it is
expected to reach 1.85TWh by 2025, an increase of more than 4.5 times over the shipment in 2021. The
booming development of downstream new energy vehicles and energy storage industry will drive the
lithium-ion battery anode material industry to continue to grow rapidly. Based on the differentiated
demand in the downstream end-user market, such new anode products as silicon-based anode material and
hard carbon material will also accelerate the industrialization process in addition to the continuous iterative
upgrading of existing artificial graphite.

With the gradual release of new production capacity in the industry and the change of supply-demand
relationship in the anode materials industry, coupled with the downstream appeal for cost reduction being
transmitted upstream, the market is expected to become competitive, especially in the field of mid- and
low-end products with high homogeneity, which will present low-price competition. The intensification
of market competition will accelerate the industry reshuffle and clearance of low-end inefficient capacity,
and is expected to further increase the market concentration. The leading enterprises in the anode industry
with advantages in R&D innovation, differentiated products and cost are expected to gain higher market
share in the changing industry consolidation. As a leader in anode material, the Company always adheres
to taking technological innovation as the engine, continuously improves manufacturing operation
capability, deepens the cost reduction and efficiency increase, provides first-class products and services
to customers, and achieves steady increase in global market share.

2. Polariser business

As polarizer business has high technical, capital, certification and other industry barriers, as well as
high market concentration, the global polarizer capacity is mainly concentrated in the main polarizer
manufacturers, such as Shanjin Optoelectronics, Sumitomo Chemical, Nitto Denko, etc. According to
CINNO Research data, in 2022, the capacity of the world's top ten manufacturers accounted for 97%,
among which the capacity of the top five manufacturers accounted for 78%, showing a fairly stable
industry pattern.

With the gradual recovery of consumer electronics demand and driving force of the new demand of
"digitalization” and "new cycle of replacement”, the consumer electronics industry will resume growth,
coupled with the development trend of large-size display products, the market demand area of polarizer

will show a steady growth. According to Omdia's forecast, from 2022 to 2026, the global polarizer market

54



2022 Annual Report

demand area will maintain a CAGR of more than 5%, in particular, the large-size polarizer market demand
growth is significant, among which the CAGR of 65 inches and above polarizer demand area is as high as
15%.

In addition, as the continuous transfer of display panel production capacity to mainland China and
the expansion of domestic replacement demand, the polarizer market demand in mainland China is
growing. Omdia predicts that in the next five years from 2022 to 2026, the CAGR of the market area of
polarizer in mainland China will hover around 9%; and it is expected that the market area of polarizer in
mainland China will account for nearly 80% of the global market area by 2026, and the localization rate
of polarizer will be further enhanced.

The Company will continue to expand its leadership in the large size segment, and accelerate the
research and development of new technologies and products in high-end small- and medium-sized
products, OLED, VR/AR and in-vehicle module, etc. to fully grasp the historical opportunity brought by
the local substitution in display panel industry, continuously improve its global market share and

consolidate its global leading position.

(INOur Development Strategies

VApplicable "CNot applicable”
With the vision of "building a respected global high-tech enterprise and achieving sustainable and

quality development"”, the Company focuses on the development of its two core businesses of lithium-ion
battery anode material and polarizers, and takes technological innovation as the engine, continuously
improves manufacturing operation capability, deepens cost reduction and efficiency increase, and steadily

increases global market share, so as to strengthen its leading position in the industry.

1. Anode material business

In terms of its anode material business, the Company insists on the value orientation of "deeply
empowering customers' needs” and commits to providing customers with world-class products and
services:

——With innovation and R&D as the core, based on the vertical product layout of “one generation
of development, application and reserve”, we always maintain the leading position in product technology
and lead the development of the industry;

——We created a differentiated strategy based on market segments, and provide customers with the
most cost-effective products through raw material customization, process innovation, and large production
line operations to increase global market share;

——We continued to promote cost reduction, and expand the space for cost reduction through raw
material innovation, iterative upgrading of manufacturing technique, and optimization of production bases
and production line operations to improve profitability; and

——We accelerated the expansion of overseas markets, and actively cooperated with the needs of
downstream customers to start the construction of overseas production capacity base in time, in order to

continue to expand overseas market share.
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2. LCD Polariser business
In terms of its polarizer business, the Company always upholds the core value of "quality and
innovation" and commits to becoming a global leader in polarizer business:
—BYy inc5(t)58sing the investment in innovation and R&D and actively promoting the construction

of global polarizer R&D center, we st
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(1) Continuously promoting the iteration and innovation
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innovation and development; and to improve first pass yield and yield of product through manufacturing

process improvement and upgrade, so as to further
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Countermeasures: to address the risk of increasing market competition, the Company will continue
to enhance its competitiveness by persisting with technological innovation, product upgrading and fine
management.

3. Risks of fluctuations in raw material prices

The main raw materials for the lithium-ion battery anode material business of the Company include
petroleum coke and needle coke, and the cost of raw materials comprises a large proportion of its cost of
anode products. The supply price of raw materials will fluctuate to different degrees under the influence
of market supply and demand relations. In case the pressure of rising raw material price cannot be
transferred to the downstream or the pressure of rising cost cannot be offset by technological innovation,
the production and operation of the Company will be partly affected.

LCD polariser raw materials are mainly concentrated in relevant enterprises in Japan and South Korea,
especially PVA films and TAC films. The possible great change to the operation of upstream raw material
or the foreign trade environment will add to the uncertainty for the Company’s production and operation
in the LCD polariser business.

Countermeasures: to track the price fluctuation of upstream raw materials in real time, deepen the
cooperation with upstream raw material suppliers, and optimise the supply chain system, so as to secure
the Company's raw materials supply chain and reduce the risk of cost fluctuations.

4. Risks of development of new products and technologies

Lithium-ion batteries, the secondary battery most widely used and with maturing technology and
industry chain support after many years of development, are therefore expected to prevail in the market
for a long foreseeable period. But with changes in end-user demand and technological advances, other
types of batteries, such as fuel batteries, lithium-sulfur batteries, and solid-state batteries, are likely to see
accelerating industrialization. If the Company failed to upgrade its products or pursue innovations
according to the latest technological trends its market position and profitability may suffer.

LCD trends in the display panel industry at present, but the advancing new display technologies such
as OLED and Micro LED may pose a challenge to the LCD market position, thus contracting the demand
and profit space of the Company's LCD polariser business.

Countermeasures: The Company will continue to bolster R&D innovation on the back of its solid
technological accumulation and outstanding R&D capacity to maintain its leading-edge technology.

5. Risk of changes in the international trade environment

The current international environment is becoming increasingly complex, with geopolitical conflicts,
trade protectionism and other factors exacerbating the instability of the international trade environment
and significantly increasing the instability and uncertainty of the global supply chain. Based on the
protection and localization requirements of the local industrial chain in Europe and the United States and
other major countries and regions, relevant industrial policies may not be conducive to the development
of domestic lithium battery overseas market, and may also affect the procurement demand of the

Company's overseas customers.
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Countermeasures: to actively pay attention to changes in the international trade environment,
strengthen communication with overseas customers, plan overseas factories according to customer needs,
and localize the supply chain in overseas markets.

6. Exchange rate risk

As part of the Company's procurement and sales come from overseas, the settlement with overseas
payment channels involves USD, Euro and other currencies. This may come with some exchange rate
fluctuation risk.

Countermeasures: to keep an eye on the exchange rate dynamics, take into account the corresponding
exchange rate fluctuation risks in signing contracts, and use relevant financial instruments reasonably and
prudently to avoid exchange rate risks.

VII.
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Section IV Corporate Governance

I.  Description of Corporate Governance
VApplicable CNot applicable

During the Reporting Period, the Company continuously improved its corporate governance structure
and internal management systems in accordance with the requirements of laws and regulations such as the
Company Law, Securities Law, Code of Corporate Governance for Listed Companies and Rules
Governing the Listing of Stocks on Shanghai Stock Exchange while taking into account the Company's
actual situation. As of the end of the annual report period, the Company was in compliance with corporate
governance requirements applicable to Chinese companies publicly listed on the Shanghai Stock
Exchange with respect to all significant matters.

1. Shareholders and General Meeting

The Company strictly complied with the requirements of the Rules for General Meetings of Listed

Companies
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The Company selected and appointed supervisors in strict accordance with the procedures for the
selection and appointment of supervisors stipulated in the Articles of Association. The number of
supervisors and the composition of the Supervisory Committee were in compliance with the requirements
of laws and regulations and the Articles of Association. During the Reporting Period, the supervisors of
the Company carefully performed their duties and effectively supervised the production and operation,
financial status of the Company as well as the compliance of the directors and senior management with
laws and regulations in performing their duties, ensuring the normative operation and management and
safeguarding the legitimate rights and interests of the Company and its shareholders.

5. Performance Evaluation and Incentive and Restraint Mechanism

The Company establi
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I11. General Meetings

Date of
Meetin Convening  Designated website for publication of  publication Meeting
g date the poll results of the poll resolution
results
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IVV. Directors, Supervisors and Senior Management
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options
and
granting
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share
options
Convenor
Lin Feibo of  the Female | 35 18/5/2020 | 17/5/2023 0 0 0 / 20.60 No
Supervisory
Committee
ZH;’IE% Supervisor | Female | 42 18/5/2020 | 17/5/2023 0 0 0 / 25.60 No
Xu Chao | Supervisor | Female | 33 18/5/2020 | 17/5/2023 0 0 0 / 1.89 Yes
Total / / / / /| 10,943,017 | 21,992,517 | 11,049,500 / 1,559.96 /
Name Primary working experience
Zheng Former chairman of the Company. He had served as the chairman of Ningbo Shanshan Co., Ltd., Shanshan Group Co., Ltd., and Shanshan Holdings
Yonggang | Co., Ltd., chairman of the board of directors of Shanshan Holdings Co., Ltd., and actual controller of the Company.
Zheng Ju | Chairman of the Company. Incumbent chairman and president of Shanshan Holdings Co., Ltd. and director of Shanshan Group Co., Ltd.
Zhuang | Vice chairman of the Company. He had served as the general manager of Ningbo Shanshan Venture Capital Co., Ltd., general manager of Ningbo
Wei Shanshan Co., Ltd., and chairman and general manager of Ningbo Shanshan Co., Ltd.
Director and general manager of the Company. He had served as the chairman of Dongguan Shanshan Battery Materials Co., Ltd., Ningbo Shanshan
Li Zhihua | New Materials Technology Co., Ltd. and Hunan Shanshan Energy Technology Co., Ltd., and the deputy general manager, chairman and general
manager of Ningbo Shanshan Co., Ltd.
Director of the Company. He had served as the deputy chief member of the finance and accounting department of the Ningbo branch of China
Yang Development Bank, chief member of the sales department and deputy director of the first office of corporate business department of the Ningbo branch
Feng of Export-Import Bank of China, and the director, CFO and deputy general manager of Ningbo Shanshan Co., Ltd. He is the incumbent chairman and
general manager of Jinzhou Jixiang Molybdenum Co., Ltd.
Li Director of the Company. She had served as the deputy director of the planning department, head of the president’s office, the assistant to the president
= and the vice president of Shanshan Holdings Co., Ltd. She is the incumbent chairman of Shanghai Shanshan Lithium Battery Material Technology
engfeng c . A
0., Ltd. and its subsidiaries.
Peng Director of the Company. He had served as the deputy general manager and general manager of Hunan Shanshan Energy Technology Co., Ltd. He is
Wenjie | the incumbent executive vice president, chief technical officer and chief operating officer of BASF Shanshan Battery Materials Co., Ltd.
Shen Director of the Company. He had served as the head of the human resources department, head of the president’s office and the assistant to the president
Yunkang | of Shanshan Group Co., Ltd. He is the incumbent director and vice president of Shanshan Group Co., Ltd.
Zhang Independent director of the Qompany. He has been Worki_ng at the_Shanghai Open University (formerly Shanghai TV University) since 1984 and is_
Chunvi currently the dean and associate professor of the accounting and finance department of the faculty of economics and management of the Shanghai
yi S
Open University.
Xu Independent director of the Company.
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Yanxiu | a member of the Supervision and Judicial Work Committee of the 15th Standing Committee of Ningbo Municipal People’s Congress, the deputy
supervisor of the Ningbo Lawyers Association and an arbitrator of Ningbo Arbitration Commission. He is the head and managing partner and the first-
class lawyer of Grandall (Ningbo) Law Firm.

Qiu Bin Independent director of the Company. He has been working at Tsinghua University since August 1998 and is engaged in the design and development
of electric vehicles. He is currently an associate researcher of the faculty of vehicles and transportation of Tsinghua University.

Zhu Independent director of the Company. He has been working at Tongji University since 2005 and has been committed to research in fields relating to

Jingtao | optical thin films and relevant technology. He is currently a professor at the faculty of physics and engineering of Tongji University.

Deputy general manager of the Company. He had served as the deputy general manager of the general office, deputy general manager of Strategic
Zhao Development Departl 132.2.26 470.98 Tm0el12(p)3(m)5(.)] TIET1 0 0 1(and)( )-673(at)6(egi)6Pa of T()-6735(t)5(ee )-88(of)] TJ.1 370.63 638.11 4
Zhigang
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VApplicable CINot applicable
On 9 February 2022, the Board of Directors of the Company received the Resignation Report from Mr. Yang Feng, a director and deputy general manager of the

Company. For work reasons, Mr. Yang Feng applied for resignation from the position of deputy general manager of the Company

On 14 November 2022, the Company held the Thirty-sixth Meeting of the Tenth Session of the Board of Directors and appointed Mr. Zhao Zhigang, Mr. Gao
Ming and Mr. You Hai as vice president of the Company.

On 10 February 2023, Mr. Zheng Yonggang, the former Chairman of the Company, passed away due to illness.

On 23 March 2023, the Company held its first extraordinary general meeting of 2023 and elected Mr. Zheng Ju as a director of the tenth session of the Board of
Directors of the Company.

On 23 March 2023, the Company held the 40th meeting of the 10th session of the Board of Directors and elected Mr. Zheng Ju as the chairman of the 10th session
of the Board of Directors of the Company.
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(I1) Particulars of Engagement of Existing and Resigned Directors, Supervisors

Management during the Reporting Period

1. Engagement in shareholding companies
VApplicable CINot applicable

and Senior

. - . Date of
Name Name of shareholding Posmqn held in commencement Date _of end of
company shareholding company of service term service term
Ningbo Qinggang | Executive director,
Zheng Investment Co., Ltd. general manager 1/9/2014 10/2/2023
Yonggang Shanshan Holdings Co., Chalrman of the Board of 30/8/2004 10/2/2023
Ltd. Directors
E?;nshan Holdings Co., Chairman 12/2/2018 to date
Shanshan Holdings C0- | pregident 20/7/2015 to date
Zheng Ju - -
Shanshan Holdings €0 | pirector 2/9/2019 to date
Ningbo Yinzhou Jielun | Executive director, 19/5/2016 to date
Investment Co., Ltd. general manager
Zhuang Wei | Sranshen Holdings Co. | pireeyr 12/2/2018 to date
Li Zhihua | Dranshen HOIAINGS €O pjcroy 8/4/2020 to date
Yang Feng ﬁ?jmshan Holdings  Co., Director 9/2/2021 to date
Shanshan Group Co., Ltd. | Director 27/8/2013 to date
Shanshan Group Co., Ltd. | Vice president 01/2017 to date
Shen Yunkang Ningbo Pengze Trade Co
Ltd g g " | Executive director 11/3/2016 to date
GaoMing | pranshan Holdings €O | yyice presigent 08/2018 1012022
Xu Chao Shanshan Group Co., Ltd. | Secretary to the chairman | 1/7/2021 30/11/2022
Explanation on
the engagement Nil
in shareholding
companies
2. Position at other entities
VApplicable CINot applicable
.. . Date of Date of end
Position held in .
Name Name of other company commencement | of service
other company .
of service term term
Shanghai Huixin Private Equity Fund .
Zheng Management Co., Ltd. Director 13/9/2016 10/2/2023
Yonggang | Shanghai Shanghaitong Network Director 97/5/2014 10/2/2023
Technology Co.  Ltd.
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Wei Ltd.

Shenzhen  Yuanshan  Private  Equity Director 11/9/2017 16/8/2022
Investment Management Co., Ltd.
Huixin Private Equity Fund Management | .
Co.. Ltd. Director 10/12/2020 to date

Li Zhihua ggan&s(?a Huashan Investment Management Chairman 8/11/2013 to date
Jinzhou Jixiang Molybdenum Co., Ltd. Chairman and | 10/5/5027 10/2/2025

general manager

Hunan Yongshan Lithium Industry Co., Ltd. | Chairman 29/8/2019 to date

Yang Feng | Shanghai Yongshanchuang Lithium Executive director | 25/3/2022 to date
Technology Co., Ltd.
Ningbo Shanli No. 1 New Energy .
Partnership Enterprise (Limited Partnership) Executive partner 7712021 to date
Shanghai Shanchong Business Consulting .
Partnership Enterprise (Limited Partnership) Executive partner 23/9/2019 to date

Li Shanghai Shanhe Business Consulting .
Fengfeng  Partnership Enterprise (Limited Partnership) Executive partner 16/10/2019 to date
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(1 Particulars of Remuneration of the Directors, Supervisors and Senior Management

VApplicable CINot applicable
Decision-making procedures for | Directors and supervisors receive allowances in accordance with

the remuneration of the directors, | the resolutions of the general meeting; senior executives receive
supervisors and senior | remuneration in accordance with the salary system and assessment

management measures.
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The 30th meeting of the 10th board of directors 26/5/2022
The 31st meeting of the 10th board of directors 20/6/2022
The 32nd meeting of the 10th board of directors 271612022
The 33rd meeting of the 10th board of directors 11/8/2022
The 34th meeting of the 10th board of directors 17/10/2022
The 35th meeting of the 10th board of directors 27/10/2022
The 36th meeting of the 10th board of directors 14/11/2022
The 37th meeting of the 10th board of directors 9/12/2022
The 38th meeting of the 10th board of directors 26/12/2022
VI.
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(1) Members of specialized committees under the Board of Directors

Category of specialized
committees

Name of member

Audit Committee

Zhang Chunyi (Chairman), Yang Feng, Xu Yanxiu

Nomination Committee

Qiu Bin (Chairman), Li Zhihua, Zhu Jingtao

Remuneration and
Evaluation Committee

Xu Yanxiu (Chairman), Zhuang Wei, Zhang Chunyi

an), Li Zhihua, Yang Feng, Li Fengfeng, Zhu

Note: On 23 March 2023, the Company held the 40th meeting of the 10th session of the Board of Directors and
adopted the Proposal on Electing Mr. Zheng Ju as the Chairman of the 10th Session of the Board of Directors
of the Company. According to the relevant provisions of the Implementation Rules of the Strategy Committee
of the Board of Directors of Ningbo Shanshan Co., Ltd., the chairman of the Strategy Committee shall be the
chairman of the Company. Accordingly, the chairman of the Strategy Committee of the 10th session of the
Board of Directors of the Company was changed to Mr. Zheng Ju.

(2) During the Reporting Period, the Audit Committee held 9 meetings

Convening
date

Important Other
opinions and performance
recommendations of duties

Agenda of meeting
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10/8/2022

Proposal on the Full Text and Summary of the
Interim Report of Ningbo Shanshan Co., Ltd. for Adopted
2022

Nil

27/10/2022

1/12/2022

Proposal on the Third Quarterly Report for 2022
(unaudited) of Ningbo Shanshan Co., Ltd.

Review of the Letter of Communication and Report
on the Preliminary Audit of the Audit Committee
and Independent Directors of Ningbo Shanshan Co.,
Ltd. for 2022 issued by BDO China Shu Lun Pan

Adopted
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If the Company is at the mature stage of development and has no significant capital expenditure
arrangement, when profit distribution is made, the cash dividends shall at least account for 80% of the
profit distribution;

If the Company is at the mature stage of development and has significant capital expenditure

arrangements, when profit distribution is made, the cash dividends shall at least account for 40% of the
profit distribution;

If the Company is at the growth stage of development and has significant capital expenditure
arrangements, when profit distribution is made, the cash dividends shall at least account for 20% of the
profit distribution;

The specific stage of the Company during the actual dividend distribution shall be determined by the
Board of Directors of the Company in accordance with the specific circumstances.

(4) Conditions for issuing stock dividends:

The Company may adopt stock dividends for profit distribution under the premise of ensuring the
minimum cash dividend proportion and the reasonable size of the Company's share capital and
shareholding structure, after meeting the above-mentioned conditions for cash dividends and taking into
account factors such as the Company's growth and dilution of net assets per share, and considering that
the issuance of stock dividends is beneficial to the overall interests of all shareholders of the Company,
the specific dividend proportion shall be considered and approved by the Board of Directors of the
Company and submitted to the general meeting for deliberation and decision.

3. Procedures for considering the Company’s profit distribution plan

A profit distribution plan shall be formulated by the Board of Directors of the Company in accordance
with the established profit distribution policy, and the profit distribution plan shall be submitted to the
general meeting for consideration after the independent directors have expressed their independent
opinions, and shall be considered and approved by the general meeting of the Company by at least two-
thirds of the voting rights held by the shareholders present at the general meeting.

Independent Directors can collect views from minority shareholders to put forward the profit
distribution proposal and directly propose to the Board for consideration.

Before the general meeting considers the profit distribution plan, the Company shall take various
ways to fully discuss and communicate with the shareholders, especially the minority shareholders holding
shares of the Company, regarding the cash dividend plan, listen to the opinions and demands of the
minority shareholders, and promptly respond to the concerns of the minority shareholders.

When a resolution is made by the general meeting on the profit distribution plan, the Board shall
complete the dividend (or share) distribution in two months after the general meeting.

The Company shall disclose in detail the formulation and implementation of the cash dividend policy
during the reporting period in its periodic reports.

4. Change in the Company's profit distribution policy:

The dividend policy shall not be adjusted at will to lower the level of return to shareholders after it is

determined. The Company may adjust or change the cash dividend policy if the Company needs to adjust
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the dividend policy in the event of force majeure such as war, natural disasters, or changes in the
Company's external business environment that have a significant impact on the Company's production and
operation, or when the Company's operating conditions change significantly, or for the needs of production
and operation, investment planning and long-term development, or when the relevant provisions of the
dividend policy are modified by regulatory authorities.

If it is necessary to adjust or change the profit distribution policy, the conditions stipulated in the
Articles of Association shall be satisfied and the relevant proposals shall be subject to detailed
demonstration. The Supervisory Committee of the Company shall consider the profit distribution policy
formulated and modified by the Board of Directors and approve them by voting of more than half of the
supervisors.

The profit distribution policy proposed by the Board of Directors needs to be approved by a majority
of the votes of the Board of Directors and approved by a vote of at least two-thirds of the independent
directors before it is submitted to the general meeting for consideration and approved by at least two-thirds
of the votes held by t
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(For details, please refer to the relevant announcements of the Company released on the designated
information disclosure media and the website of the SSE)

The Company's cash dividend for 2021 was RMB707,163,579.54, higher than 10% of the
distributable profit achieved by the Company in 2021; the Company has paid cash dividends for three
consecutive years with an accumulated amount of RMB988,416,208.47, which is higher than 30% of the
average distributable profit achieved by the Company in the last three years (2019-2021). This is in line

with the provisions on the cash dividend policy in the Company's Articles of Association.

(1) Special Description of the Cash Dividend Policy
VApplicable CINot applicable

Whether in compliance with the requirements of the Articles of Association and VYes CNo
resolutions of the general meetings

Whether the criteria and payout ratio for dividend distribution are clear and definite VYes CONo
Whether the relevant decision-making procedure and mechanism are complete VvYes CONo

Whether the independent directors have performed their duties and responsibilities and | VYes CONo
played their proper roles
Whether minority shareholders are given opportunities to express their opinions and VYes CNo
demands freely, and whether their legitimate rights and interests are adequately
protected

(rn Reasons in detail for not proposing cash dividend on ordinary shares in case of positive
profit and distributable profit of the parent company to holders of ordinary shares during the
Reporting Period and the use of and plan for such undistributed profit

OJ Applicable v Not applicable

(1V) Profit Distribution and Capitalization of Surplus Reserve during the Reporting Period

VApplicable CNot applicable
Unit: Yuan Currency: RMB

Number of bonus shares per 10 shares (shares) /
Amount of dividends distributed per 10 shares (RMB (inclusive of tax) 3.00
Number of shares transferred per 10 shares (shares) /
Cash dividend amount (tax included) 671,354,367.30

Net profit attributable to the listed company’s ordinary shareholders during
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Item Overview

Resolutions are
publicized

On 23 February 2022, the Twenty-fifth Meeting of the Tenth Session of the
Board of Directors and the Sixteenth Meeting of the Tenth Session of the
Supervisory Committee of Ningbo Shanshan Co., Ltd. Were held to consider and
approve the 2022 Stock Option and Restricted Share Incentive Plan of Ningbo
Shanshan Co. Ltd. (Draft) and Its Abstract and other related proposals

On 14 March 2022, the Company held the First Extraordinary General Meeting
of 2022 and considered and approved the above proposal.

On 18 March 2022, the Company held the Twenty-sixth Meeting of the Tenth
Board of Directors and the Seventeenth Meeting of the Tenth Supervisory
Committee, and considered and passed the Proposal on Adjusting the List of
Incentive Recipients of the Company’s 2022 Stock Option and Restricted Share
Incentive Plan, and the Proposal on the First Grant of Stock Options to Incentive
Recipients under the Company’s 2022 Stock Option and Restricted Share Incentive
Plan. On 5 May 2022, the Company completed the registration of the aforesaid first
grant of stock options in the CSDC Shanghai Branch.

On 26 May 2022, the Company held the Thirtieth Meeting of the Tenth Board
of Directors and the Twentieth Meeting of the Tenth Supervisory Committee, and
considered and passed the Proposal on Adjusting the Exercise Price of Stock Options
and Canceling Some Stock Options under the Company’s 2022 Stock Option and
Restricted Share Incentive Plan, the Proposal on Adjusting the Exercise Price of
Stock Options and Canceling Some Stock Options under the Company’s 2022 Stock
Option and Restricted Share Incentive Plan, and the Proposal on the First Grant of
Restricted Share to Incentive Recipients under the Company’s 2022 Stock Option
and Restricted Share Incentive Plan. On 6 June and 21 June 2022, the Company
completed the above-mentioned registration matters concerning the first grant of
restricted share, the change in the exercise price of stock options and the cancellation
of some stock options at the CSDC Shanghai Branch respectively

On 11 August 2022, the Company held the Thirty-third Meeting of the Tenth
Session of the Board of Directors and the Twenty-first Meeting of the Tenth Session
of the Supervisory Committee, and considered and passed the Proposal on Adjusting
Part of the Performance Appraisal Targets under the Company's 2022 Stock Option
and Restricted Share Incentive Plan and Amendment to Related Documents,
agreeing that the Company adjusts part of the performance appraisal targets under
the 2022 Stock Option and Restricted Share Incentive Plan in conjunction with the
actual situation.

On 29 August 2022, the Company held the third Extraordinary General
Meeting of 2022 and considered and approved the above proposal.

On 26 May 2022, the Company held the Thirtieth Meeting of the Tenth Board
of Directors and the Twentieth Meeting of the Tenth Supervisory Committee, and
considered and passed the Proposal on Adjusting the Exercise Price of Stock Options
under the Company’s 2019 Stock Option Plan. On 21 June 2022, the Company
completed the registration of the change in the exercise price of the above stock
options in the CSDC Shanghai Branch.

On 17 October 2022, the Company held the Thirty-fourth Meeting of the Tenth
Session of the Board of Directors and the Twenty-second Meeting of the Tenth
Session of the Supervisory Committee, and considered and passed the Proposal on
Canceling Some Stock Options under the Company’s 2019 Stock Option Plan and
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December
2022,

(1) Incentives Undisclosed in or Subsequent To the Extraordinary Announcements

Share option incentive scheme
I Applicable v Not applicable

Employee share scheme
I Applicable v Not applicable

Other incentives
O Applicable v Not applicable

(n
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(1v) Description of the Establishment and Implementation of the Appraisal and Incentive
Mechanism for Senior Management during the Reporting Period

VApplicable CNot applicable
The Company establishes and gradually improves a fair and transparent performance evaluation and
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The Company's existing internal control management regimes cover the Company's operations at all
levels and in all respects and constitute a standardized management system, which is capable of preventing
and timely detecting and correcting important errors and frauds that may occur in the course of the
Company's operations, protecting the safety and integrity of the Company's assets, ensuring the
truthfulness, accuracy and timeliness of accounting records and accounting information, and not having

material defects in completeness, reasonableness and effectiveness.

Explanation on material defects regarding internal control during the Reporting Period
I Applicable v Not applicable

X1, Management and Control over Subsidiaries during the Reporting Period

VApplicable CNot applicable
In accordance with the Company Law, the Securities Law and other laws and regulations and the

relevant provisions of Articles of Association, the Company has formulated the Internal Control
Framework System of Ningbo Shanshan and the Management of the Board of Directors of Subsidiaries
and other systems. Under the framework of the Company's overall policy and objectives, the subsidiaries
manage themselves and operate their corporate assets legally and effectively, while implementing the
Company's rules and regulations for subsidiaries without affecting their independent business
management.

The Company manages or supervises the regulated operation, investment, information disclosure,
financial and personnel matters of its subsidiaries in accordance with the relevant internal control systems.
In order to improve the standardized operation of subsidiaries, the Company's Audit Department and
Internal Control Department regularly conduct on-site inspections on subsidiaries' administration,
personnel, finance, production, sales, procurement, project management, institutional establishment and
implementation, etc., and urge subsidiaries to rectify the internal control deficiencies found in the
inspection and follow up such rectification. The Company manages subsidiaries by appointing their
directors, supervisors and important senior management, and clearly stipulates the reporting system and
consideration procedures for material matters, timely tracking of material matters such as financial status,
production and operation, project construction, safety and environmental protection, and asset
management of subsidiaries, and timely fulfillment of information disclosure obligations, which improves
the overall operation efficiency and risk resistance of the Company.

During the Reporting Period, the Company did not lose the control -4(ur5(en)1 0- )12(C)-2 reWa-1aooL* nBT18 r
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XV. Rectification of Problems Identified By Self-Examination during the Special Action on
Governance of Listed Companies

Not applicable
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Section V Environmental and Social Responsibility

I. Environmental Protection Information

| Is there a mechanism related to environmental protection? | Yes
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(Guangzhou)
Co., Ltd.

Particulate
matter

S0O2

Concentration

<120mg/m3 0.08

Concentration

<50mg/m3 2.39

Total
amount<1.175

Total
amount<2.688

89

on the roofs of the
buildings

compounds—~Part 6:
Furniture  Manufacturing
Industry (DB44/814-2010)

1 discharge outlet

8 discharge outlets

Level 2 standard of
Guangdong Emission
Limits of Air Pollutants
(DB44/27-2001) in the
second time period

Guangdong Emission
Standard of Air Pollutants
for Coal-buring Oil-
burning Gas-fired Boilers
(DB44/765-2019) Table 2
Concentration Limits for
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Pollutants for Electronic
Ammonia Industry (GB39731-2020).
nitrogen 20mg/L 0.19 / Distinction: 1. ammonia
g nitrogen  20mg/L, 2.
ammonia nitrogen 45mg/L
Shanghai Five discharge Integrated Emission
Shanshan Waste gas | "ticulate o5 ngm3 | 0.347418 | 0.36362 Nil Organised ~emission  + | outlets: WOrkshop 2.1 ¢ 04 of Air Pollutants
Technology matter fugitive emission (1), workshop 3 (2),
DB 31/933-2015
Co.,, Ltd. . workshop 4 (2)
VOCS 4.32mg/m3 1.15 1.153 : . Integrated Emission
Ningbo 91)2 d(ljsucsr:argt(ejiscu;;?tsé Standard of Air Pollutants
Shanshan New . . harg (GB 16297-1996)
. . Discharge at 15m altitude outlets, 2 tailpipe .
Material Waste gas Nil . . Emission  Standard of
after meeting the standard ~ discharge outlets, 1 . .
Technology oil fume discharge Cooking Fumes in the
Co., Ltd. g Catering Industry (Trial)

90

outlet

(GB 18483-2001)
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Particulate

120 \Nm=3 1.8762 /
matter
Sulfur 550 \Nm= | 6984 | 29.18 2 discharge outlets:
Inner Mongolia dioxide exhaust funnel of 1#
Nitrogen . - raphitization Integrated Emission
. 240 \Nm3 | 10.614 55.86 grap g
ﬂ;{gi?;‘ln '\CI;W Waste gas | OXxides Nil g%?irvgi%issﬁg::ss'on * workshop,  exhaust | Standard of Air Pollutants
Ltd N NMHC 120 \Nm=3 3.38892 / g funnel of 2# | GB16297-1996
' Asphalt graphitization
fume 40 \Nm=3 5.055 / workshop
Benzopyrene | 0.0003 \Nm=| 0.000558 |/
Particulate Emission Standard of Air
matter 2.2mg/m3 2.7 / Pollutants  for  Coal-
NOx 15mg/m3 23.644 35.394 burning Oil-burning Gas-
Sulfur fired Boilers GB13271-
dioxide 3mg/m3 0.56448 0.72 2014
NMHC 7.1mg/m3 0.586 / Fugitive emission after | 9 discharge outlets: 5 | Emission  Standard  of
Asphalt : : treatment with the exhaust | drying, 1 | Pollutants for Battery
Waste gas furﬁe 9.2mg/m3 1.4 / Nil gas treatment facilities and | modification, 1 pilot, | Industry GB30484-2013
meeting the standard; | 1 carbonization, 1 | Integrated Emission
organised emission boiler Standard of Air Pollutants
Inner Mongolia GB16297-1996 .
Shanshan Benzopyrene | Not detected | 8.5*10-6 | / Emission Standard of Air
Technology Pollutants for Industrial
Co., Ltd. Kiln and Furnace GB9078-
1996
BOD5 25.8mg/L / /
? h:ISChglzgt]Iitsou”?rsé Integrated ~ Wastewater
Wastewater Total salt 849mg/L / / Nil Connected to the sewage located at the east Discharge Standard (
content network )
gate, west gate and
south gate GB8978-1996
Animal and
vegetable oil 0.32ng/L / /
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COoD 88mg/L 4.0345 42.56
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2. Construction and operation of pollution prevention facilities

VApplicable "CNot applicable”
During the reporting period, the pollution prevention and control facilities of the above subsidiaries

were constructed and operated as required: waste gas and waste water generated in the production process
were discharged after treatment and meeting the standards; general waste was externally transported and
disposed by the designated sanitation department, and other recyclable general solid waste was recycled
and disposed by entrusted manufacturers with business licenses; hazardous waste was stored in special

sites and entrusted and transferred to qualified third party for disposal.

3. Evaluation on environmental impact of construction projects and other administrative
permissions for environmental protection

VApplicable "CNot applicable”
During the reporting period, the above subsidiaries have strictly implemented the national laws of

evaluation on environmental impact, and carried out evaluation on environmental impact for relevant
construction projects in accordance with the requirements. The construction of each project adheres to the
principle of "Three Simultaneities" for environmental protection, i.e., environmental protection facilities
are designed, constructed and put into use simultaneously with the main project, and the environmental

protection completion inspection of the project is completed on schedule.

4. Environmental emergency preplan

VApplicable "CNot applicable”
The above companies have prepared contingency plans for environmental emergencies, taking into

account the actual situation, in order to implement the "Emergency Response Law of the People's Republic
of China", "Environmental Protection Law of the People's Republic of China", "Interim Measures for the

Management of Environmental Emergency Response Plans™ ( )

and other relevant laws and regulations, practice emergency rescue measures and responsibilities,
guarantee the personal safety of employees, and reduce property damage and environmental pollution,

thus enabling the rapid, effective and orderly implementation of emergency rescue efforts after an accident.

5. Environmental self-monitoring program

VApplicable "CNot applicable”
All the above companies organise self-monitoring and information disclosure for the pollutants

discharged in accordance with the relevant regulations, and formulate self-monitoring programs.

6. Administrative penalties for environmental problems during the reporting period

VApplicable "CNot applicable”
On 21 January 2022, the Ningde Bureau of Ecology and Environment imposed an administrative

penalty on Fujian Shanshan Technology Co., Ltd. for waste tar leakage with a fine of RMB1,626,400. On
9 December 2022, the Nanjing Bureau of Ecology and Environment imposed an administrative penalty

on Shanjin Optoelectronics (Nanjing) Co., Ltd. because the forklift tail gas exceeded the standard with a

93



2022 Annual Report

fine of RMB25,000. As of the disclosure date of this report, all of the above subsidiaries had completed
the rectification of relevant issues as required by the bureaus.

7. Other environmental information that should be disclosed
"0 Applicable" "V Not Applicable”

(I11) Explanation of Environmental Protection Efforts of Companies Other Than Highly Polluting
Companies

VApplicable
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| Emission reduction of CO; equivalent (in tons) | 135,405
Type of carbon reduction measures (such as using clean energy
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(1) Social Responsibility Commitments
VApplicable "CNot applicable”

External donations and public welfare projects Quantity/content Explanation
Total investment (RMB 10 thousand) 126
Including: Capital (RMB 10 thousand) 126
Material discount (RMB 10 thousand) /
Number of people benefited (person) /

Instructions
VApplicable "CNot applicable”
Adhering to the concept of "repaying the society and the people”, the Company pays attention to the

overall interests of the society while providing products and services. The Company pays taxes in good
faith according to the law, to propel the development of local economy. Being enthusiastic about public
welfare, the Company gradually forms a model of giving back to the society with the characteristics of
NBSS.

During the period, the Company and its subsidiaries carried out a series of social welfare activities in
different forms and organized corporate volunteers to participate. These activities not only enhanced the
employees' sense of social responsibility but also cultivated their habit of actively thinking for the society.
The Company contributes its strength in fields and for audiences. It establishes a socially responsible
corporate image by implementing public welfare projects such as setting up scholarships for colleges and
universities, helping people in need, donating blood, environmental greening construction, and comforting

the elderly.

I11. Particulars of Consolidating and Expanding the Results of Poverty Alleviation and Rural
Revitalization

VApplicable "ONot applicable”

Poverty alleviation and rural revitalization | Quantity/content Explanation
projects
Total investment (RMB 10 thousand) 5

Fujian Shanshan adopts rice
fields to help farmers and
respond to the work of rural
revitalization.

Including: Capital (RMB 10 thousand) | 5

Material discount (RMB 10
0
thousand)
Number of people benefited (person) /
Forms of assistance (e.g. poverty alleviation
by developing industries, poverty alleviation | Poverty alleviation
through increasing employment, poverty | through industry
alleviation through education, etc.)

Instructions
"0 Applicable” "V Not Applicable"
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Section VI Important Matters

I. Performance of Commitments

(N
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and the website of the SSE on 15
September 2020.
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indirectly through any other means in future, and is willing
to bear the compensation liability for the economic loss
caused to Shanshan by the violation of the above
commitments.

Commitments
in relation to
refinancing

Commitments
in relation to
refinancing

Addressing
horizontal
competition

Others

Shanshan
Holdings,
Shanshan
Group, and Mr.
Zheng
Yonggang the
Covenantors

Shanshan
Group, Pengze
Trading (

), Yinzhou
Jielun (

)

There is no substantial competition between the
enterprises directly or indirectly controlled by the
Covenantors and Shanshan and its holding companies.
During the period when the Covenantors are the (indirect)
controlling shareholder/de facto controller of Shanshan,
the Covenantors and the enterprises controlled by the
Covenantors other than Shanshan and its holding
companies will avoid engaging in any business that
competes with the main business of Shanshan and its
holding companies, and will not engage in any activity that
causes damage to the interests of Shanshan and its holding
companies. If the Covenantors and the enterprises
controlled by the Covenantors other than Shanshan and its
holding companies encounter business opportunities
within the scope of the main business of Shanshan and its
holding companies, the Covenantors will facilitate the
transfer of such opportunities to Shanshan and its holding
companies. In case of any breach of the above
commitments, the Covenantors shall bear all losses caused
to Shanshan.

99

The commitment was made in
May 2015 and became effective
since its issuance, and continues
to be valid and irrevocable
during the period when the
Covenantors are the (indirect)
controlling shareholder/de facto
controller of Shanshan.
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Commitments
in relation to Others
refinancing

Zheng
Yonggang

Ningbo
Shanshan Co.,
Ltd.

Commitments on that no new capital investment will be
made in finance-like business. For details, please refer to
the relevant announcements of the Company released on
the designated journals and media and the website of the
SSE on 6 August 2021.
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Commitments
relation to
equity
incentive

Other
commitments

The Company promises that none of the major

For details, please refer to the
relevant announcements of the

Ningbo Company released on the
Others Shanshan Co., ;r;/areholders or de factn_) controllers who hold more than designated journals and media | Yes Yes
o of shares and their spouses, parents and children -
Ltd. participate in this incentive plan and the website of the SSE on 13
' August 2019 and 24 February
2022.
For details, please refer to the
The Company undertakes that it will not provide loans and | relevant announcements of the
Ningbo financial support in any other forms, including providing | Company released on the
Others Shanshan Co., | guarantee for loans, to the incentive recipients with respect | designated journals and media | Yes Yes
Ltd. to the acquisition of the relevant equity under this | and the website of the SSE on 13
incentive scheme. August 2019 and 24 February
2022.
Addressing  Ningbo For details, please refer to the relevant announcements of
horizontal ~ Shanshan Co., the Company released on the designated journals and
competition Ltd.
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(I1) The Company’s Explanation on Whether the Profit Forecast on Assets or Projects Was Met
and Its Reasons in the Situation That Profit in the Company’s Assets or Projects Is Estimated,
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| public accountants of the domestic auditor |

Sponsor

104

Name Remuneration
Accounting firm engaged for | BDO China Shu Lun Pan Certified Public 100
internal control audit Accountants LLP
Financial advisor Huatai Securities Co., Ltd. 40
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X. Punishment on and Rectification of the Listed Company, Its Directors, Supervisors, Senior
Management, Controlling Shareholder and De Facto Controller for Suspected Breaches of
Laws and Rules

VApplicable "CNot applicable”
On 13 April 2022, for failure to disclose the matter of government subsidies of subsidiaries in a timely

manner, the Ningbo Securities Regulatory Bureau issued a decision letter on administrative supervisory
measures to the Company, and took administrative supervisory measures of issuing warning letters to the
Company, the chief financial officer and the secretary of the Board of Directors of the Company. (For
details, please refer to the relevant announcement issued by the Company on 16 April 2022)

Upon receipt of the above-mentioned decision on administrative supervision measures, the Company
and the relevant personnel attached great importance to the issue, and carefully sorted out, verified and
analyzed the issues shown in the decision on administrative supervision measures, and formulated
practical and feasible rectification measures. During the period, the relevant rectification measures have

been completed and will continue to be regulated subsequently.
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(' )Significant Related Party Transactions in Relation to Joint External Investment

1 Matters which were disclosed in extraordinary announcements without subsequent progress or
changes

"0 Applicable" "V Not Applicable"

2 Matters disclosed in extraordinary announcements with progress or change in the follow-up
implementation

"0 Applicable” "V Not Applicable"
3  Matters undisclosed in extraordinary announcements
"0 Applicable" "V Not Applicable”

( )Amounts Due From/to Related Parties

1. Matters which were disclosed in extraordinary announcements without subsequent progress or
changes

"0 Applicable” "V Not Applicable"

2. Matters disclosed in extraordinary announcements with progress or change in the follow-up
implementation

"0 Applicable" "V Not Applicable”
3. Matters undisclosed in extraordinary announcements
"0 Applicable" "V Not Applicable”

(' )Financial Business Between the Company and Its Related Financial Company, and Between the
Financial Company Held by the Company and Its Related Parties

"0 Applicable" "V Not Applicable”

(V) Others

VApplicable "CNot applicable”
On 10 May 2022, the Company's 2021 Annual General Meeting considered and approved the

"Proposal on Capital Increase and Related Transaction for the Company's Holding Subsidiaries™, agreeing
that the Company, through its wholly-owned subsidiary Ningbo Shanshan New Energy Technology
Development Co., Ltd., jointly increase the capital of Shanghai Shanshan Lithium Battery with four

strategic investors, Ningbo Meishan Free Trade Port Wending Investment Co., Ltd. (
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Q)

109






2022 Annual Report

111



2022 Annual Report

Section VII  Changes in Shares and Particulars of Shareholders

I.  Changes in Share Capital
(I) Changes in Shares
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4, Others

I1. Total
number of
shares

2,142,919,938

100.00

121,053,420

121,053,420

2,263,973,358

100.00

2. Explanations on changes in shares

VApplicable "CNot applicable”
On 6 June 2022, the Company completed the registration of the first grant of the restricted

stock under the 2022 Equity Incentive Plan, and increased 18,334,100 shares subject to trading

restrictions.

On 25 July 2022, the Company completed the registration of the additional domestic A shares

specific to the issuance of GDRs, adding 77,211,500 tradable shares not subject to trading

restrictions.

On 9 November 2022 and 20 December 2022, the Company completed the registration of the

additional shares deriving from the first and second exercise of the 2019 Equity Incentive Plan in

the third exercise period, adding a total of 25,507,820 tradable shares not subject to trading

restrictions.

3. Impact of share changes on financial indicators such as earnings per share and net assets
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Restricted
Shanshan period for
Group Co., | 205,264,756 0 205,264,756 | non-public | 12/31/2024
Ltd. issuance of
shares
Ningbo )
Pengze Res_trlcted
Trading Co., period  for
Ltd. ( 205,264,756 0 205,264,756 pon—publlc 12/31/2024
issuance of
) shares
Ningbo
Yinzhou
Jielun Restricted
Investment period  for
Co., Ltd. ( 77,873,254 0 77,873,254 non-public | 12/31/2024
issuance of
shares
)
Restricted | The restricted shares initially
period for | granted under the Company's
Li Fengfeng | O 450,000 450,000 restricted 2022 Share Incentive
incentive Scheme were released from
shares restriction in four tranches,
with  the  corresponding
Other Res_tricted restriction periods being 12
incentive period for | months, 24 months, 36
recipients 0 17,884,100 | 17,884,100 _restric_ted months and 48 month_s from
(416 people) incentive the date of completion of
shares registration of the initial
grant respectively.
Total 488,402,766 18,334,100
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of the stock
options in the
third exercise
period of the
2019 Equity
Incentive Plan

Other derivative securities

GDR

115




2022 Annual Report

(111) Existing Shares Held by Internal Employees of the Company
"0 Applicable" "V Not Applicable”

Details of Shareholders and Actual Controllers
() Total Number of Shareholders

Total number of ordinary shareholders as of the end of the reporting period
(shareholder)

188,264

Number of shareholders of ordinary shares as at the end of the month
immediately preceding the publication date of the annual report

207,564

() Top Ten Shareholders and Top Ten Circulating Shareholders (or Shareholders not
Subject to Trading Restrictions) as of the End of the Reporting Period
Unit: share
Shareholding of the top ten shareholders
Number of Pledged/Marked/Frozen
Number of
Full name of | CPanges | shares held .| shares held
during the | as at the end | Proportion . Status Type of
shareholder . subject to .
Reporting | of the | (%) - of Quantity shareholders
(Full name) - . trading
Period Reporting - shares
. moratorium
Period
Frozen | 40,441,711 Domestic
Shanshan Group non  state-
Co.. Ltd. 44,700,000 | 782,222,036 | 34.55 205,264,756 Pledged | 506,163,870 owned legal
person
Ningbo Pengze Domestic
Trading Co., Ltd. -
g 0 205,264,756 | 9.07 205,264,756 | Pledged | 78,420,000 | "ON  state
( owned legal
) person
Ningbo Yinzhou .
Jielun Investment Domestic
Co., Ltd. ( 0 77,873,254 | 3.44 77,873,254 | Pledged | 29,580,000 | "ON  state-
owned legal
) person
Shanshan Domestic
; - non state-
E&Idlngs Co., 44,700,000 72,212,189 | 3.19 0 Frozen | 63,391,443 owned legal
' person
Tianan Property rI]D(;)nmestSI; to-
Insurance Co.,Ltd | 0 54,450,098 | 2.41 0 Nil
; owned legal
- Bao Ying No.1
person
HKSCC Limited | 39,768,929 | 45,368,006 | 2.00 0 Nil Overseas
legal person
Postal ~ Savings
Bank of China
Co., Ltd. - Orient
Fund  Growing | 655345 | 21,001,135 | 093 0 Nil Others
Small-Cap
Hybrid Open
Securities
Investment Fund
Citibank,National |47 440 500 | 17,440,500 | 0.77 0 Nil Overseas
Association legal person
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Huatai Securities
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The number of shares held by the top ten shareholders subject to trading restrictions and the
restricted conditions
VApplicable "CNot applicable”

Unit: share
‘ ‘ Number of | Listing and trading of shares subject to

shares held | trading restrictions

No. E:g?ﬁ o:es;z:ir;iiwgrl](iers subjectto subject to Date eligible for Number of shares ggg&?ﬁ on Srestrlctlon
g trading listing and newly eligible for
restrictions trading listing and trading
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6/6/2026 60,000
6/6/2023 60,000
) 6/6/2024 60,000
10 Li Peng 240,000
6/6/2025 60,000
6/6/2026 60,000

Note on connected relationship or
acting in concert of the above
shareholders:

Pengze Trading is a wholly-owned subsidiary of Shanshan Group, and Yinzhou
Jielun is a wholly-owned subsidiary of Shanshan Holdings (the controlling
shareholder of Shanshan Group).

Ms. Li Fengfeng is a director of the Company, the person in charge of the
Company's anode material business, and the chairwoman of Shanghai Shanshan
Lithium Battery Material Technology Co., Ltd. (a subsidiary of the Company) and
its subsidiaries.

The other natural person shareholders are the main management and core technical
personnel of the Company's subsidiaries.

() Strategic Investors or General Legal Persons who Become the Top Ten Shareholders due
to the Placement of New Shares

"0 Applicable" "V Not Applicable”

IVV. Controlling Shareholder and De Facto Controller
(1) Controlling Shareholder

1 Legal person

VApplicable "CNot applicable”

Name Shanshan Holdings Co., Ltd.
Responsible person or Zheng Ju

legal representative

Date of incorporation | 8/30/2004

Major business
operations

Shareholdings in
other domestic and
overseas companies
during the Reporting
Period

Industrial investment, investment management, research and
development and sales of clothing, knitgoods, clothing fabrics, and
related high-tech materials, precious metals, building materials,
chemical products (except dangerous chemicals, monitoring chemicals,
civil explosive, precursor chemicals), stationery, machinery, equipment
and accessories, daily necessities, fuel oil, lubricants, auto parts, wood,
plastic raw materials and products, packaging materials, sales of pulp,
paper, paper products and metal materials, import and export of goods
and technology, business information consulting.
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wholesale; sales of leather products; sales of clothing accessories; sales
of sewing machines; sales of gold and silver products; sales of metal
chains and other metal products; sales of metal materials; sales of
electrical machinery and equipment; sales of machinery and equipment;
sales of construction materials; sales of building and ornament materials;
sales of daily necessities; sales of wood; sales of paper products; sales
of daily glass products; sales of rubber products; sales of plastic
products; sales of packaging materials and products; sales of animal
husbandry and fishery feed; sales of coal and products; sales of
petroleum products (not including dangerous chemicals); sales of
lubricants; sales of solar thermal utilization equipment; sales of solar
thermal power generation equipment; sales of original motive new
energy equipment; solar power generation technology services;
technology research and development of new materials; non-residential
real estate leasing; housing leasing; property management; business
management consulting; certification consulting; financial consulting;
social and economic consulting services; consulting services of
corporate credit management; information technology consulting
services; consulting planning services; information consulting services
(excluding licensing information consulting services); marketing
planning; corporate image planning (freely operated by the enterprise
legally based on the business license except for items requiring approval
according to the law). Licensed items: food business; food business
(sales of bulk food); food business (sales of prepackaged food); import
and export agency; import and export of goods; import and export of
technologies.

Shareholdings in
other domestic and
overseas companies
during the Reporting
Period

Other descriptions Nil

The investments in overseas listed company: Huishang Bank
(03698.HK)

2 Natural person

"0 Applicable” "V Not Applicable"

3  Special note that there is no controlling shareholder in the Company

"0 Applicable" "V Not Applicable”

4  Explanation on changes in controlling shareholder during the Reporting Period
"0 Applicable" "V Not Applicable”

5 Chart of the ownership and controlling relationships between the Company and the
controlling shareholder

VApplicable "CNot applicable”
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Zheng Yonggang, the de facto controller

Ningbo Qinggang Investment Co., Ltd.

Shanshan Holdings Co., Ltd.

Ningbo Yonggang Garment Investment Co., Ltd. (

)
Shanshan Group Co., Ltd.

Ningbo Yinzhou Jielun Investment Co., Ltd. (

)
Ningbo Pengze Trading Co., Ltd. (

)
Ningbo Shanshan Co., Ltd.

6  The actual controller controls the Company through trust or other asset management
methods

" Applicable" "V Not Applicable”
(111) Other descriptions on Controlling Shareholder and De Facto Controller

VApplicable "CNot applicable”
On 10 February 2023, Mr. Zheng Yonggang, the former de facto controller of the Company,
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V. Cumulative Pledged Shares of the Controlling Shareholder or the Largest Shareholder
of the Company and Its Persons Acting in Concert Account for More Than 80% of the
Shares Held by the Company

"0 Applicable” "V Not Applicable"

V1. Other Legal Person Shareholders Holding More Than 10% of the Shares
"0 Applicable” "V Not Applicable"

VILI.
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Section X Financial Report

I.  Auditor’s Report
VApplicable "CINot applicable”

2023-ZAB035

To the Shareholders of Ningbo Shanshan Co., Ltd.:

Opinion

We have audited the accompanying financial statements of Ningbo Shanshan Co., Ltd.
(“Shanshan”), which comprise the consolidated and company’s balance sheets as at 31
December 2022, the consolidated and company’s income statements, the consolidated and
company’s statements of cash flows, and the consolidated and company’s statements of changes
in owners’ equity of the year then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,

the consolidated and company’s financial position as at 31 December 2022 and the consolidated
and company’s financial performance and cash flows for the year then
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Key Audit Matters

How these matters were addressed in the
audit

31 December 2022 was RMB
204,496,209.46. Carrying amount of
accounts receivables accounted for 10.45%
of total assets and 19.46% of net assets as
of 31 December 2022.

Balance of accounts receivable is
significant, and provision for bad debts
involves significant management
judgement and estimate. Management
should evaluates all reasonable and
supportable  information, such  as
customers’ repayment history, customers’
credit status, industrial conditions and
forward-looking information. Therefore,
The recoverability of accounts receivable
is determined as a key audit matter.

provided for expected credit losses in relation
to specific provision of accounts receivable,
including management’s assessment of credit
risk in the context of the customer’s operating
conditions, market environment and repayment
history, as well as relevant objective evidence
of provision for accounts receivable;

4. reviewing management’s definition on credit
risk characteristics portfolio in relation to
provision for accounts receivables evaluated
by portfolio. For expected credit loss of
accounts receivalbes provided by aging,
evaluating management’s grouping of accounts
receivable by credit risk, reviewing key
information used such as aging by portfolio,
credit history by portfolio, and overdue aging
by portfolio; reviewing basis for provision of
expected credit loss, including management’s
estimate and calculation for expected credit
losses in the context of historical credit loss
rates and forward-looking factors;

5. reviewing disclosures of accounts receivable
and provision for bad debts in the financial
statements in conjunction with independent
external confirmations performed on the
accounts receivable and substantive procedures
such as testing of subsequently receipt.

() Revenue recognition

As stated in Note Il (XXVII) to the
financial statements, “Revenue” under
“Significant Accounting Policies and
Accounting Estimates”, and Note V
(XLVI) “Operating income and operating
cost” to the financial statements, revenue
arising from sales of products for the year
ended 31 December 2022 was RMB
21,701,617,268.32, increasing by 4.84%
from that of last year. Since revenue is one
of the Company’s key performance
indicators, there is an inherent risk that
management is likely to manipulate the
timing of revenue recognition so as to
achieve specific goals or expectations.
Therefore, revenue  recognition s
determined as a key audit matter.

Audit procedures we performed with respect to
revenue

126



2022 Annual Report

How these matters were addressed in the
audit

5 examining goods delivery notes and other
supporting documents in relation to the
sales transactions before and after balance
sheet date, on sample basis, to test cut-off
of revenue recognition.

Key Audit Matters

Other Information

Management of Shanshan (“Management”) is responsible for the other information. The other
information comprises all of the information included in the 2022 annual report of Shanshan,
other than the financial statements and our audito’'s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.
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and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

(2)  Obtain an understand of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

(3)  Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

(4)  Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on Shanshan's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
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Il. Financial Statements

Ningbo Shanshan Co., Ltd.
Consolidated Balance Sheet

31 December 2022

(All amounts in RMB Yuan unless otherwise stated)

31 December

Assets NoteV | 31 December 2022 2021

Current assets:

Cash at bank and on hand 0} 4,742,265,435.59 | 9,294,961,367.71

Deposit reservation for balance

Lending funds

Held-for-trading financial assets

Derivative financial assets

Notes receivable (n 227,833,088.02 34,666,107.26

Accounts receivable (i 4,694,974,423.38 3,959,400,439.17
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Ningbo Shanshan Co., Ltd.
Consolidated Balance Sheet (Continued)

31 December 2022

(All amounts in RMB Yuan unless otherwise stated)

Liabilities and the owner’s equity NoteV 31 December 2022 31 December 2021

Current liabilities:
Short-term borrowings (XXI11) 3,928,471,986.16 4,339,082,320.54
Borrowings from the Central Bank

Borrowings from other banks and other financial

institutions

Held-for-trading financial liabilities
Derivative financial liabilities
Notes payable (XX1V) 2,039,758,654.61 1,250,062,984.06
Accounts payable (XXV) 3,149,272,023.43 2,321,337,124.98
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Ningbo Shanshan Co., Ltd.
Company’s Balance Sheet
31 December 2022
(All amounts in RMB Yuan unless otherwise stated)

31 December

Assets Note XV | 31 December 2022 2021
Current assets:
Cash at bank and on hand 1,476,613,738.52 3,643,582,800.84
Trading financial assets
Derivative financial assets
Notes receivable
Accounts receivable 0] 5,443,729.34 2,086,137.17
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Ningbo Shanshan Co., Ltd.
Company’s Balance Sheet (Continued)
31 December 2022
(All amounts in RMB Yuan unless otherwise stated)

Liabilities and the owner's equity Note 31 December 2022 31 D;(;:gnber
Current liabilities:
Short-term borrowings 1,101,212,444.43 | 1,028,154,847.21
Held-for-trading financial liabilities
Derivative financial liabilities
Notes payable
Accounts payable 28,352,872.82 18,140,302.98
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Item Note V 2022 2021
_(II) Othe_r comprehensive incomes that will be reclassified 1,694,779.53 2,067.211.48
into profit or loss
1. Share of other comprehensive income accounted for
using equity method that will be reclassified to profit or 1,410,563.30 2,067,211.48

loss

2. Changes in fair value of other debt investments

3. Amount of financial assets reclassified into other
comprehensive income

4. Provision for credit impairment of other debt
investments
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Ningbo Shanshan Co., Ltd.
Company’s Income Statement

Year 2022

(All amounts in RMB Yuan unless otherwise stated)

Item Note XV Year 2022 Year 2021
1. Operating income (V) 129,829,189.24 125,513,082.95
Less: Operating cost (V) 15,207,355.86 14,308,686.64
Taxes and surcharges 8,363,773.39 8,714,019.32
Selling expenses 16,138,364.75 7,475,471.61
General and administrative expenses 151,491,769.77 137,346,668.73
Research and development expenses
Financial expenses 442,139,772.01 383,087,355.99
Of which: Interest expenses 332,340,237.13 364,400,931.52
Interest income 31,845,541.93 8,130,692.81
Plus: Other income 20,556,089.68 421,852.13
Investment income (loss expressed with “-) V) 871,690,071.89 180,794,570.60
Of which:  Share of profit of associates and joint 98,484.599.31 176,046,623.74
ventures
Gains from derecognition of financial assets
measured at amortized cost
Net exposure hedging benefits(loss expressed with -
)
Gains from changes in fair value (loss expressed with
“)
Credit impairment losses (loss expressed with *-”) 2,664,747.49 -9,651,782.55
Assets impairment losses (loss expressed with “-”) -57,050,000.00
Gains on disposal of assets (loss expressed with “-”) 476,774.36 -58,721.72
11. Operating profit (loss expressed with “-”) 391,875,836.88 -310,963,200.88
Plus: Non-operating income 1,330,831.85 484,836.40
Less: Non-operating expenses 4,073,532.38 287,493.38
111. Total profit (total loss expressed with “-”) 389,133,136.35 -310,765,857.86
Less: Income tax expenses -1,724,083.29 -92,898,051.72
V. Net profit (net loss expressed with “-”) 390,857,219.64 -217,867,806.14
() Classified by continuity of operations 390,857,219.64 -217,867,806.14
(1) Net profit from discontinued operations (net loss
expressed with “-”)
V. Net other comprehensive income after tax -4,890,580.05 -215,827,673.23
(U] Oth_er_ comprehengve incomes that will not be -2.403,463.32 -217,894,884.71
reclassified into profit or loss
1. Changes in remeasurement of the defined benefit
plans
2. Share of other comprehensive income accounted
for using equity method that will not be reclassified -2,403,463.32 -1,313,680.71
to profit or loss
_3. Changes in fair value of other equity instrument -216,581,204.00
investments
4. Changes in fair value attributable to the
enterprise's own credit risk
() Othe_r cqmpreher!swe incomes that will be -2.487116.73 2.067.211.48
reclassified into profit or loss
1. Share of other comprehensive income accounted
for using equity method that will be reclassified to -2,487,116.73 2,067,211.48
profit or loss
2. Changes in fair value of other debt investments
3. Amount of financial assets reclassified into other
comprehensive income
4. Provision for credit impairment of other debt
investments
5. Cash flow hedging reserve
6. Translation difference of foreign currency financial
statements
7. Others
VI. Total comprehensive income 385,966,639.59 -433,695,479.37
VII. Earnings per share:
(1) Basic earnings per share (yuan/share) 0.18 -0.10
(1) Diluted earnings per share (yuan/share) 0.18 -0.10

The accompanying notes are an integral part of the company’s financial statements.
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Principal of the Company: Person in charge of accounting: Person in charge of the accounting authority:
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Ningbo Shanshan Co., Ltd.
Consolidated Statement of Cash Flows
Year 2022
(All amounts in RMB Yuan unless otherwise stated)

Item Note V 2022

2021

1. Cash flows from operating activities
Cash received from sales of goods or
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of the period

Item Note V 2022 2021
_Cash payments for distribution of dividends profits or 909,175, 114.99 590,003,200.43
interest expenses
Includln_g: I?lwdends and prpf!ts_pald to non- 9.735,639.41
controlling interests by subsidiaries
Cash paid relating to other financing activities (LXIN) 1,599,784,979.52 574,876,165.36
Sub-total of cash outflows from financing activities 15,551,875,043.28 6,421,694,513.08
Net cash flows from financing activities -328,949,318.47 10,047,371,157.26
V. Effect of forelg_n exchange rate changes on 3.005,462.67 27,033,677.60
cash and cash equivalents
V. Net increase in cash and cash equivalents -4,767,604,131.43 6,115,578,451.51
Plus_: C_ash and cash _equwalents balance at the 8.678.782,001.61 2563.203,640.10
beginning of the period
VI. Cash and cash equivalents balance at the end 3.011.177.960.18 8.678.782,001.61

The accompanying notes are an integral part of these consolidated financial statements.

Principal of the Company:

Person in charge of accounting:
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Ningbo Shanshan Co., Ltd.
Company's Statement of Cash Flows
Year 2022
(All amounts in RMB Yuan unless otherwise stated)

Item Note 2022 2021
1. Cash flows from operating activities
Casr] received from sales of goods or rendering of 30.725.756.97 12.463,664.67
services
Refunds of taxes and surcharges
Cash received relating to other operating activities 221,343,793.61 986,491,976.01
Sub-total of cash inflows from operating activities 261,069,550.58 998,955,640.68
Cash paid for goods and services 7,323,868.79 9,776,060.47
Cash paid to and on behalf of employees 23,897,749.18 21,494,986.35
Payments of taxes and surcharges 9,771,749.68 21,544,322.74
Cash paid relating to other operating activities 2,042,817,049.75 61,431,667.20
Sub-total of cash outflows from operating activities 2,083,810,417.40 114,247,036.76
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Ningbo Shanshan Co., Ltd.
Consolidated Statement of Changes in Owner’s Equity
Year 2022
(All amounts in RMB Yuan unless otherwise stated)

Year 2022
Owner’s equity attributable to equity owners of the Company
Item Other equity instruments Less: Treasury Other Special Surplus General Non-controlling Total owner’ s
Share capital Preferred | Perpetual Others Capital reserves shares corr_lprehenswe reserves reserves rng Retained earnings Subtotal interests equity
shares bonds incomes provision
1. Balance at the
end of the last 2,142,919,938.00 6,477,790,953.97 -31,679,676.99 | 2,307,702.27 | 253,716,196.59 10,083,326,361.95 | 18,928,381,475.79 421,993,070.96 | 19,350,374,546.75

year

Plus: Changes in
accounting policies
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Principal of the Company: Person in charge of accounting: Person in charge of the accounting authority:
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Ningbo Shanshan C