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Important Notes

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,

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

I1. Information about the directors absent

Post of the directors | Name of the directors | Reason for the directors
absent absent absent

Independent director Zhu Jingtao For work reason Zhang Chunyi

Name of the trustee

I11. BDO China Shu Lun Pan Certified Public Accountants LLP has issued a standard audit report
with unqualified opinions to the Company.

IVV. Zheng Ju, Chairman of the Company, You Hai, Chief Financial Officer of the Company, and L.i
Keqin, Person in Charge of the Accounting Office (Head of the Accounting Department), hereby
warrant the truthfulness, accuracy and completeness of the financial statements contained in

this Annual Report.

V. Proposal of profit appropriation or proposal of transferring capital reserve into share capital
for the Reporting Period was reviewed by the Board of Directors

According to the audit of BDO China Shu Lun Pan Certified Public Accountants LLP, as of 31
December 2022, the parent company’s profit available for distribution at the end of the period was
RMB3,450,687,783.57. The Company intends to distribute profits in 2022 based on the shares to be
distributed (after deducting the special repurchase accounts’ shares of the Company from total share
capital) registered on the record date for the implementation of equity distribution. The proposal of profit
appropriation is as follows:

The Company intends to distribute a cash dividend of RMB3.00 (tax inclusive) per 10 shares to all
shareholders. As of the date when the Board of Directors considers the proposal of profit appropriation,
the cash dividend to be dispatched by the Company totals RMB671,354,367.30 (tax inclusive) based
on the 2,237,847,891 shares to be dispatched by the Company (2,263,973,358 total share capital and
26,125,467 shares in the specific accounts for repurchase of the Company). There will be no transfer
from the capital reserve to share capital in this year.

The shares held by the Company in the accounts specific for repurchase will not be included in the
extent of the profit attribution, and the Company will disclose the particular number of shares with profit
attribution in the announcement of the implementation of equity distribution. If changes in the total share
capital or the shares to be distributed of the Company occur during the period commencing from the

disclosure date of this proposal to the record date of the implementation of equity distribution due to
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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”.



2022 Annual Report




2022 Annual Report

I. Definitions

Section |

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. (

. . Shanghai Shanshan Lithium Battery Material

Anode 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 means | Fujian Shanshan Technology Co., Ltd.

Shanjin Optoelectronics means Shan_le thoelectronlcs (Suzhou) Co., Ltd. and its
subsidiaries

Yongquan Investment means | Ningbo Yongquan Investment Co., Ltd.

Yongshan (Ningbo) means | Yongshan (Ningbo) Lithium Co., Ltd.
“Hunan Shanshan Energy Technology Co., Ltd.”, the
Company’s former cathode material subsidiary, is

BASF Shanshan, Shanshan Energy | means now renamed “BASF Shanshan Battery Material Co.,
Ltd.”
“Shanshan Advanced Materials (Quzhou) Co., Ltd.”,
the Company’s former electrolyte subsidiary, is now

Quzhou Shanshan means | renamed “Sunyes Shanshan New Material Technology
(Quzhou) Co., Ltd. (

)!,

Hunan Yongshan means | Hunan Yongshan Lithium Co., Ltd.

Ningbo Shanshan Venture Capital means | Ningbo Shanshan Venture Capital Co., Ltd.

Ulica means | Ningbo Ulica SOLAR Co., Ltd.

Shanshan brand means | Shanshan Brand Management Co., Ltd.

2022 Equity Incentive Plan means E’cl)aznz Stock Option and Restricted Share Incentive

2019 Equity Incentive Plan means | 2022 Stock Option Incentive Plan

GDR means | Global depository receipt
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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

Il. 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

I1l. General Information

Room 801 (Shanshan Plaza), 777 Rili Middle Road, Shounan Street,
Yinzhou District, Ningbo City, Zhejiang Province

Registered  office of the
Company
Change of the Company's

registered address

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
Company changed from 158 Baizhang Road, Jiangdong District to 238
Central Yunlin Road, Wangchun Industrial Park, Ningbo; in February
2016, the registered address of the Company was changed from 238
Central Yunlin Road, Wangchun Industrial Park, Ningbo to No. 801,
Shanshan Plaza, 777 Rili Middle Road, Shounan Street, Yinzhou
District, Ningbo City, Zhejiang Province.

Office address of the Company

F/28, Shanshan Plaza, 777 Rili Middle Road, Yinzhou District, Ningbo
City, Zhejiang Province

Postal code of the office address
of the Company

315100

Company’s website

www.ssgf.net

Email

ssgf@shanshan.com

In late May 2022, the office address of the Company was changed to F/28, Shanshan Plaza, 777 Rili Middle
Road, Yinzhou District, Ningbo City, Zhejiang Province.

V.

Information Disclosure and Place Available for Inspection

Name and website of the media where the
Company discloses its annual report

China Securities Journal, Shanghai Securities News,
Securities Daily and Securities Times (hereinafter
collectively called “designated media™)

Website of the stock exchange where the
Company discloses its annual report

WWW.SSe.com.cn

the Company

Location for inspection of the annual report of

F/28, Shanshan Plaza, 777 Rili Middle Road, Yinzhou
District, Ningbo City, Zhejiang Province

As of March 2022, the four media above are designated for its information disclosure.

V. Shares of the Company

Shares of the Company
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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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Net profit
attributable to
shareholders
of the listed |, 328,804,845.78 |  1,885,320,125.86 23.53 |  -163,783,596.97
company, net
of non-
recurring
profit or loss
Net cash flows
from
operating 506,497,694.79 -364,495,067.15 N/A 329,292,015.26
activities
Increase/Decrease as
at the end of the
period as compared
End of 2022 End of 2021 to the end of the End of 2020
same period last year
(%)
Net assets
attributable to
shareholders 23,053,341,900.80 | 18,928,381,475.79 21.79 | 12,407,995,674.62
of the listed
company
Total assets 44,925,491,219.31 | 40,288,469,003.76 11.51 | 24,540,658,795.91
Total  share
capital at the |, »53 97335800 | 2,142,919,938.00 5.65 | 1,628,009,229.00
end of the
period
(1) Key Financial Indicators
Increase/Decrease for the
Key financial indicators 2022 2021 period as compared to the 2020
same period last year (%)
Basic earnings per share _
(RMBJshare) 1.23 2.04 39.71 0.10
Diluted earnings per share _
(RMB/share) 1.23 2.04 39.71 0.10
Basic earnings per share after
deduction of extraordinary 1.06 1.15 -7.83 -0.12
items (RMB/share)
Weighted average return on 12,93 23,75 Decreased by 10_.82 191
net assets (%) percentage points
Weighted average return on
net assets ratio after deduction 11.19 13.41 Diir;?]stzd gyozi'nzé -1.44
of extraordinary items (%) P gep

Description of major accounting data and financial indicators for the three years prior to the end of the
Reporting Period of the Company
O Applicable v Not applicable

VIII.

Discrepancies in Accounting Data between Chinese and Overseas Accounting Standards

(I) 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
international and Chinese accounting standards

O Applicable v Not applicable
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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
and Chinese accounting standards

O Applicable v Not applicable

an

0 Applicable v Not applicable

IX. Quarterly Key Financial Data for 2022

Explanation on discrepancies between Chinese and overseas accounting standards:

Unit: Yuan Currency: RMB

The First Quarter The Second The Third Quarter | The Fourth Quarter
(January to Quarter (July to (October to
March) (April to June) September) December)
gszﬁf;”g 5,029,500,864.87 | 5,742,433,340.28 | 5,068,633,177.89 5,861,049,885.28
Net  profits
attributable to
shareholders 807,056,428.55 854,092,621.92 547,732,862.19 482,380,686.94
of the listed
company
Net profit
attributable to
shareholders
of the listed | 6517173088 | 80520850291 |  542,202,762.44 366,221,840.55
company, net
of non-
recurring
profit or loss
Net cash
flows . from 107,359,328.32 | 1,453,089,947.96 233,089,455.25 -1,287,041,036.74
operating
activities
Differences between data by quarter and data disclosed in periodical reports
0 Applicable v Not applicable
X.  Non-recurring Profit or Loss Items and Amounts
VApplicable CNot applicable
Unit: Yuan Currency: RMB
Non-recurring profit or loss items Amount in 2022 | Amount in 2021 | Amount in 2020
Profit or loss on disposal of non-current assets |  165,749,941.33 | 816,065,365.74 75,740,665.38
Government grants included in the profit or
loss for the period, except those closely related
to the Company’s regular operations, | 4291 3458 |  97.800,089.25 | 130,028.360.32
conforming to the policies and regulations of
the State and enjoying persistently in line with
certain standard ratings or rations
Payment for the use of funds included in the
profit or loss for the period and collected from 960,504.84 5,596,665.48
non-financial business
Profit or loss of fair value change produced
from the holding of trading financial assets,
derivative financial assets, trading financial 42.133,153.64 512,823.37 | 237.599,552.26

liabilities and derivative financial liabilities
except valid hedging business related to the

Company’s normal business operation, and
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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

. 10,295,394.82 -150,763.79 | -29,999,414.57
than those mentioned above
Oth_er__proflt or loss items t_hat meet the 1,237,956,808.35
definition of non-recurring profit or loss
Less: Amount impacted by income tax 19,786,071.03 | 683,601,534.42 90,999,609.76
Affected amount of minority interest | g 016 010 g3 |  14,141,254.83 |  26,178,516.05
(after tax)
Total 362,367,753.82 | 1,454,376,391.77 | 301,787,703.06

The reason for the Company defining items as non-recurring profit or loss items according to the
Information Disclosure and Presentation Rules for Companies Making Public Offering of Securities No.1
— Non-recurring Profit or Loss, and the reason for defining the non-recurring profit or loss items illustrated
in the Information Disclosure and Presentation Rules for Companies Making Public Offering of Securities
No. 1 — Non-recurring Profit or Loss as recurring profit or loss items should be specified.

O Applicable v Not applicable

XI1. Items Measured at Fair Value
VApplicable CNot applicable

Unit: Yuan

Currency: RMB

The influenced

Project name | Opening balance Closing balance Change d_urmg the amounts to the
period . .
profits for the period
Investment in
other equity | 918,659,446.44 749,414,590.01 -169,244,856.43
instruments
Other non-
current financial |  102,604,599.78 198,154,599.78 95,550,000.00 -1,950,000.00
assets
]f?ece"{ab'es 644,551,987.38 |  512,249,842.96 | -132,302,144.42
Inancing
Total 1,665,816,033.60 | 1,459,819,032.75 -205,997,000.85 -1,950,000.00
XIl. Other

O Applicable v Not applicable

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
the gradual rise in self-supply ratio of graphitization and continuous optimization of upstream raw
material supply management, further ensured cost control and product quality.

(2) Its 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.

During the Reporting Period, operation situation of each business of the Company is as follows:

n Anode Material Business

In 2022, facing the fast-growing global power and energy storage market and demand slowdown in
the consumer electronics market, the Company achieved a surge in sales through optimizing capacity
allocation and accelerating the capacity release in the Phase 11 of Baotou Integration Base; although the
graphitization outsourcing process price rocketed in the first half of 2022 owing to supply-demand
mismatch of capacity and prices of the petroleum coke and needle coke further fluctuated, the Company

ensured the stable supply and safety of raw materials as it continued to enhance the raw materials

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



2022 Annual Report

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.

® Improving competitiveness of large-size products

The Company persistently strengthened its technologies and competitiveness in the field of large
display applications, especially enhancing its development efforts in the field of high-end applications
and super large-size products. During the period, the Company had achieved the development and
certification of new products with wide viewing angle, ultra-low reflection and high transmission, and
some products had been produced in a large scale.

® Strengthening the development of high-end polarizers with medium and small sizes

The Company comprehensively strengthened the development of high-end polarizers with medium
and small sizes in terms of thinness, differentiation, diversification and customization. During the
period, the Company had achieved mass production of many types of ultra-thin polarizers with high
transmission, and successfully entered the market of gaming laptops with high refresh rate, breaking the
monopoly of foreign manufacturers in this field.

(2) The Company strengthened the investment in R&D and further tackled key problems

resulting in the remarkable transformation of technological achievements

® Remarkable transformation of achievements from R&D of new technologies and materials

During the Reporting Period, coupled with remarkable transformation of technical results and more
than 30 new registered patents, the Company was strengthening the R&D and industrialization of new
products, materials and technologies. In new technologies, the Company’s polarizers for OLED mobile
phones had passed clients’ certification, and its production will be increased gradually according to
clients’ demand; the Company had completed the independent development of polarizers for OLED TVs
and VR displays and was waiting for clients’ certification. In terms of material development, the
Company was introducing new compensation films, environmentally friendly adhesives, high-
performance adhesives and other materials to meet diversified needs of clients and enhance
competitiveness of products.

® Promoting the construction of global polarizer R&D center

During the Reporting Period, the Company, in addition to strengthening the existing R&D, was
promoting the investment and construction of the global polarizer R&D center, and conducting R&D in
various ways such as independent R&D, talent introduction and cooperation between industry,
academies and research institutes, to enhance the overall R&D strength and technology level of the
Company, promote product innovation and increase the added value and competitiveness of products.
The investment agreement for the R&D center project has been signed and the Company will focus on
the construction of the project.

(3) Continued to enhance operation efficiency

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
the production line certification stage; the Company has completed the plant construction on
Zhangjiagang production lines, of which one production line has put into trial production and is in the
production line certification stage; the Mianyang production line in Sichuan is progressing orderly as
planned.

A confirmation letter on termination of delivery of business in Chinese Taiwan was signed by and
between the Company and LG Chem on February 1, 2022, after negotiation, as the prerequisite for
delivery of business in Chinese Taiwan was failed to satisfy. In May 2022, after the satisfaction of the
said prerequisite and in consideration of the integrity of acquisition of polarizer assets and business, the
Company resigned a purchase agreement with LG Chem after consideration of the Company's General
Manager's Office meeting, to continue the said acquisition under the same transaction terms as the

former agreement. On July 1, 2022, the Company completed the acquisition.
(1) Other Business

1. Electrolyte business

In 2022, the Company’s electrolyte business achieved main business revenue of RMB1,105.4186
million, down 19.31% year on year; net profit of RMB159.5867 million, down 63.27% year on year; net
profit attributable to the shareholders of the listed company reached RMB134.2816 million, down
63.49% year on year. Although the Company’s sales of electrolyte business increased slightly in 2022,
the drop in overall industry prices led to the decline in operating revenue and profits of electrolyte
business year on year.

For the purpose of focusing on the principal business development, the general manager's office
meeting of the Company considered and agreed that the Company transferred 51% shares of Quzhou
Shanshan held by Yongquan Investment, the Company’s wholly-owned subsidiary, to Sunyes Electronic
Manufacturing (Guangdong) Holding Co., Ltd. on 8 December 2022, and completed equity delivery on
17 February 2023. Since 18 February 2023, the Company's shareholding in Quzhou Shanshan reduced

15
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from 82.25% to 31.25%, the Company no longer controls over Quzhou Shanshan, and Quzhou Shanshan

is no longer included in the Company's consolidated statements.

2. Others

The Company continued to implement the focus strategy by focusing on core business
development. During the Reporting Period, the Company’s charging pile business, energy storage
business and lithium salt business had been disposed of.

In 2022, the Company’s main business revenue of PV business came in RMB1,812.8194 million
and the net profits attributable to shareholders of the listed company reached RMB25.3471 million. On
January 13, 2022, the Company entered into the Strategic Cooperation Framework Agreement with
Hongrun Construction Group Co.,Ltd. to sell the battery module assets and business of the Company’s
PV business. Due to the failure to the consensus of the assessment of the underlying assets in the
cooperation based on the different valuation methods, both parties terminated the said agreement in
December 2022 after negotiation. During the Reporting Period, the Company continuously promoted the
divestment to PV business, and has conclude related agreements concerning sales of PV station as of the
disclosure date of the Report.

Il. Industry Status during the Reporting Period

n Lithium Battery Materials Industry Status

The end market of the lithium battery material industry in which the Company is located mainly
includes NEVs market, energy storage market and consumer electronics market. The China Lithium-ion
Battery Industry Development White Paper (2023) published by EVTank showed that aggregate sales of
global lithium-ion battery reached 957.7GWH in 2022, up 70.3% year on year. In terms of sales mix, the
global power battery sales were 684.2GWH, up 84.4% year on year; energy storage battery sales were
159.3GWH, up 140.3% year on year; small battery sales were 114.2GWH, down 8.8% year on year. In
the Chinese market, China's lithium-ion battery sales reached 660.8GWh in 2022, up 97.7% year on
year, accounting for 69% of the overall lithium-ion battery sales worldwide. The cyclicity of the lithium
battery materials industry is not significant as the downstream NEVSs, energy storage and consumer
electronics industries are not cyclical significantly, but the upstream raw material price fluctuations,
changes in supply and demand of part of the production process capacity and other factors will lead to an
increased phasic volatility in lithium battery material prices.

With the practice of carbon neutrality goals, the market demand for NEVs and energy storage will
keep growing at a faster pace. EVTank forecasts that global lithium-ion battery sales will reach
2,211.8GWh and 6,080.4GWh by 2025 and 2030, respectively, at a CAGR of 22.8%. Therefore, in mid
and long term, the size of the lithium battery materials industry in which the Company is located will

keep increasing.

Table: Major influences on the industry after publication of laws, administrative regulations, regulations

of ministries and industry policies

Publication

time Published by Policy Content
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By 2025, the new energy storage will step into the
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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, support the development of China's NEV and
energy storage industries from the top-level design.

(1) Polarizer Industry

Polarizer, the main raw material of display panels, is mainly used in the end-market, that is,
consumer electronics, such as TV, monitor, laptop, tablet and mobile phone, and new application market
such as vehicle display, medical display, wearable product and smart home. With the display
applications becoming richer and application scenarios becoming more diversified, the market size of
upstream polarizer industry has exceeded USD10 billion.

Hindered by geopolitical conflicts, global inflation, etc., the global economy in 2022 stays in the
weak growth cycle, coupled with the weak demand for consumer electronics and the downward pressure
on display panel industry, disturbing the upstream polarizer industry to a certain extent.

Despite the phasic decline in demand for downstream display panels, the large-size TV becomes a
clear trend. Meanwhile new display application scenarios such as the vehicle display, wearable display
and Internet of everything keep developing. In the medium and long term, affected by the large-size,
high-end and new application trends, the global polarizer demand will keep increasing steadily.
Particularly, demand for large-size polarizers increases significantly. The Omdia's data estimates that the
global demand for 65-inch and above polarizers rises at a CAGR of 15% in 2022-2026.

Moreover, the panel capacity in China is rising year by year amid the concentration of global
display panel business in Chinese mainland, and accordingly the demand for substitution of raw
materials including upstream polarizers by Chinese companies is on the rise. Data from CINNO
Research shows that at present 47 LCD production lines have been put into production and planned to
construct in Chinese mainland, in which the 8.5 and above production lines account for over 50% and
the new lines mainly include high-generatrix production lines such as 8.5/8.6/10.5/11 generation, and the
8.5 generation and above in production or under planning of construction in Chinese mainland account
for over 50%. The CINNO Research’s data on LCD panel capacity estimates that the demand for
polarizers in Chinese mainland will be over 600 million square meters and the investment in
construction of high-generatrix panel production lines will further drive up the large-size polarizer

demand.

I11. Business Status during the Reporting Period

The Company is a world-leading high-tech company committing to the development of anode
materials for lithium batteries and polarizer business. It is the first devoting to the R&D and production
of artificial graphite anode materials for lithium-ion batteries in China. With more than 20 years of
related practice in the field of lithium battery materials, the Company blossoms into a leader in the anode

material industry worldwide. In 2021, the Company became a polarizer leader worldwide after
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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

. . Mainly used in the 3C digitals with high-
Artificial graphite

Anode

material

19



2022 Annual Report

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) Strengthening core competitiveness of the Company’s anode material business

The Company focuses on the clients’ needs to provide first-rate cost-effective anode products for
global clients. Backed up by the core edge established in raw material development, product
technologies, process control and client cooperation, the Company is strengthening competitiveness.
During the Reporting Period, the Company's fast-charging anode products with leading shares in
downstream applications by virtue of the excellent performance kept enhancing. With the deepening of
cooperation between the Company and leading battery enterprises worldwide, its sales for major clients
surged and the proportion of sales to top ten clients further increased. The silicon-based anode materials
helped the Company in achieving breakthroughs in overseas high-end clients with the enhancement of
recognition.

(I1) Polarizer Business
1. Business profile

The Company’s polarizer business covers the R&D, production and sales of polarizers. A polarizer,
a composite film consisting of multi-layer films, allows the passage of specifically polarized light waves
while blocking other polarized light waves. As the core element of display technology, polarizers enable
images to be displayed and seen on the screen. They are widely used in the consumer electronics such as

TVs, monitors, laptops, tablets, and mobile phones. The purposes of products are as follows:

Product Purpose End product Image

Polarizer is the core optical
film material for display
panels, which controls the

polarization direction of a

Polarizer
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2. Operating model

(1) Procurement

The Company adopts the production-based procurement model, that is, arranging the procurement
of raw materials according to the production plan formulated by the production department and the
inventory status and making timely stocking according to the supply and demand of raw materials and
price fluctuations. The products purchased mainly include PVA film, TAC film, protective film, release
film, PSA, PET and other raw materials.

The Company selects suppliers independently according to market principles. It first signs
framework agreements with suppliers, and purchases specific raw materials by placing purchase orders
to suppliers.

(2) Production

The Company mainly adopts the sales-based production to produce products according to the
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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-wide capacity. It is one
of the few companies in the industry that can run several ultra-wide production lines, and has 2,600mm
production lines, the widest worldwide, maintaining a significant leading market share in the super-size
market. With its leading technologies and excellent product quality, the Company further deepened the
cooperation with the world-leading panel manufacturers, namely BOE, China Star Optoelectronics
Technology Co., Ltd (CSOT), LG Display, Sharp, Xianyang CaiHong Optoelectronics, HKC, TIANMA,
Qunchuang, etc.

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

2 Competitive weakness

At present, the products supplied by the Company are mainly medium and large LCD polarizers,
while small and medium-sized polarizers for high-end IT, mobile phones and other products and OLED
polarizer products account for a relatively low sales proportion. After acquisition of the polarizer
business, the Company has been strengthening its edge in large-size products while accelerating the
development of high-end small and medium-sized products as well as new technologies and products for
OLED, VR/AR, vehicles and the like. Some of the products have achieved mass production. In the
future, the Company will continue to increase R&D investment and strengthen product development to
achieve comprehensive coverage from super-large-sized products to small and medium-sized products

and build comprehensive product competitiveness.
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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

Notice on the Measures for the Administration of Import Tax Policies for Supporting the
Development of the New-Type Display Industry in 2021-2030 (CGS [2021] No.19) issued by the
Ministry of Finance, the General Administration of Customs and the State Taxation Administration on
31 March 2021, stipulates that from 1 January 2021 to 31 December 2030, the producers of key raw
materials and spare parts (polarizer inclusive) in the new-type display industry will be exempt from
import tariffs when importing productive raw materials and consumables for their own use that cannot
be produced in China or whose performance fails to meet requirements, indicating the importance China
attaches to the key raw materials and spare parts producers of the new-type display industry. The
Company's imports of main raw material of polarizers enjoy the preferential policy of tariff exemption,

which has effectively reduced the Company's operating costs.

(3) The Company takes measures to cope with the decline in demand and further improve its

market competitiveness

In spite of the weakness of global consumer electronics industry demand coupled with the

downturn in display panel industry chain in 2022, the Company achieved steady business growth by
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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.

e  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 for clients in China.

In terms of graphitization technology, the Company commits to the improvement and innovation of
graphitization process. Its furnace technology leads the industry in quality and cost control and
maintains the improvement in process. The new integration bases will adopt the new low-cost process,

which will further reduce the production cost of graphitization. In addition, the Company is promoting
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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
viewing angle. The Company has mastered a number of key polarizer process technologies and is

continuously expanding its innovative polarizer technologies for high-end display applications.

We are the first in the industry to introduce low moisture permeability materials such as PET, Acryl
and COP for polarizer manufacturing. By optimizing the structure of such materials, the replacement of
TAC material is realized, and the performance and user experience of display products are improved. The
Company's polarizer products show strong performance in several key performance indicators such as

polarization, contrast, transmittance, water resistance and resistance to high temperature and humidity.

The Company has industry-leading manufacturing processes and continues to break through
manufacturing capabilities in terms of product quality, safety and security, and production efficiency in
order to improve production efficiency and product quality. The Company has customized polarizer
production equipment that enables precise control of parameters in production through carefully
modulated parameters to achieve higher first pass yield of product, as well as comprehensive defect
detection methods and automatic inspection technologies to ensure high product yield. The Company

continues to improve key processes such as film lamination and film stretching to guarantee and improve
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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.

29



2022 Annual Report

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 Co.,Ltd (CSOT), LG Display, Sharp, Xianyang CaiHong Optoelectronics, HKC, Tianma and

Qunchuang, etc., which allows us respond to customer needs quickly and efficiently and cooperate with

the development of new products. By virtue of leading technology and excellent product quality, the

Company's products and services have been highly evaluated and recognized by customers, and the supply

relationship between both Parties is very stable.

V. Operation Situation of the Principal Business during the Reporting Period
For details, please refer to the “I. Operation Discussion and Analysis” in this section.

(1) Analysis of Principal Businesses

1. Analysis on changes in income statement and cash flow statement

Unit: Yuan Currency: RMB

attributable to owners of the parent
company

Subject Amount _for the SAar;Zumperrg(; I?s?[ Change ratio
current period year (%)
Operating revenue 21,701,617,268.32 | 20,699,382,624.28 4.84
Operating costs 16,487,393,265.82 | 15,519,028,815.38 6.24
Selling expenses 281,388,497.37 204,621,622.61 37.52
Administrative expenses 712,963,820.79 654,122,587.74 9.00
Research and development expenses 952,572,270.06 715,632,069.94 33.11
Financial expenses 696,006,674.19 654,130,893.87 6.40
Net cash flow from operating activities 506,497,694.79 -364,495,067.15 N/A
g'cifvit‘i’:jh flows from investment | 4 94914797042 | -3,540,263,960.91 N/A
Net cash flow from financing activities -328,949,318.47 | 10,047,371,157.26 -103.27
Effect of foreign exchange rate changes 3,995,462.67 -27.033.677.69 N/A
on cash and cash equivalents
Credit impairment loss -10,047,282.00 | -266,511,923.72 N/A
Asset impairment loss -137,740,024.08 | -388,065,933.59 N/A
Income from changes in fair value -1,950,000.00 3,639,477.23 -153.58
Investment income 888,331,445.00 | 2,389,333,684.47 -62.82
Income on dispose of assets -6,132,804.13 -24,391,064.01 N/A
Other incomes 173,791,345.88 104,532,863.12 66.26
Non-operating incomes 15,111,498.35 7,959,128.96 89.86
Non-operating expenses 17,397,835.72 32,390,877.41 -46.29
Income tax expenses 569,677,258.05 | 1,103,886,889.33 -48.39
Profits and losses attributable 1o | 13, 138 300.39 |  230,629,925.52 ~41.84
minority interests
Other comprehensive income — after
tax -118,833,540.22 | -702,999,618.30 N/A
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Reasons for over-30% changes yoy:
Reasons for the change in sales expenses: mainly due to the increase in sales volume of anode material

business during the Reporting Period, as well as the year-on-
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remeasured the remaining equity interest at the fair value on the date of loss of control of Shanshan
Energy in accordance with the ASBE and counted as the investment income in the period of loss of
period.

Reasons for the change in income on disposal of assets: it is mainly due to the decrease in asset
disposal loss of the subsidiary year-on-year during the Reporting Period.

Reasons for the change in other incomes: it is mainly due to the tax return of RMB57.8767 million
received by the subsidiary during the Reporting Period.

Reasons for the change in non-operating incomes: it is mainly due to the insurance claim of
RMB6.7972 million received by the subsidiary during the Reporting Period.
Reasons for the change in non-operating expenses: .it is mainly due to the decrease inasset scrapping

and damage of the Company year-on-year during the Reporting Period.

Reasons for the change in income tax expenses: it is mainly due to the accrual of income tax payable of
RMBG676 million from transfer of BASF Shanshan by the Company in the same period last year.
Reasons for the change in profit and loss of minority shareholders: it was mainly because that during
the Reporting Period, the Company conducted equity accounting for BASF Shanshan. In the same period
of last year, as a subsidiary, there was profit and loss of minority shareholders.

Reasons for the change in other comprehensive income — after tax

attributable to owners of the parent company: it is mainly due to the change in share price of
financial assets held by the Company and the change in other comprehensive income of the Company

counted by the equity method.

Detailed description of the significant change in the business type, profit composition or profit
source of the Company
VApplicable "CNot applicable”

In 2022, the Company achieved an operating revenue of RMB21,701.6173 million, representing a

year-on-year increase of 4.84%. The operating revenue increase was relatively small, mainly due to the
fact that the Company's former cathode material business was no longer included in the consolidated
statements of the Company from 1 September 2021. The net profit attributable to the shareholders of listed
companies amounted to RMB2,691.2626 million, representing a year-on-year decrease of 19.42%, mainly
due to the Company's transfer of partial shares of cathode material business in 2021 to confirm related
investment income; Net profit attributable to shareholders of listed companies after deducting non-
recurring gains and losses amounted to RMB2,328.8948 million, representing an increase of 23.53% over
the same period last year. The increase in performance was mainly attributable to:

(1) The downstream new energy vehicle and energy storage markets of the Company's anode material
business continued to show a booming trend and the market demand continued to expand, coupled with

the smooth release of the new production capacity of the Company's Baotou Phase Il project and the
continued deepening of customer cooperation, resulting in a significant year-on-year increase in shipments;
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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

(1). Profile of principal businesses by industry, product, region and sales model
Unit: Yuan Currency: RMB

Principal business by industry

Increase/Decrease Increase/Decrease Increase/Decrease
Gross | in operating in operating cost in gross profit
Industry Operating revenue | Operating cost margin | revenue as P g cc margin as
. as compared with .
(%) compared  with last year (%) compared  with
last year (%) y 0 last year (%)
Lithium Decreased by
battery 9,163,311,027.38 | 7,092,170,927.96 | 22.60 | 0.42 6.77 4.60 percentage
materials points
Polarizer | 10,330,340,279.31 | 7,571,229,439.66 | 26.71 | 3.89 0.97 Increased by 2.12
percentage points
E))thgr 1,854,814,496.09 | 1,659,169,554.13 | N/A 43.28 40.97 N/A
usiness
Principal business by product
Increase/Decrease Increase/Decrease
. - Increase/Decrease | . .
Gross | in operating | . : in gross profit
. . . in operating cost 4
Product Operating revenue | Operating cost margin | revenue as .| margin as
. as compared with .
(%) compared  with last year (%) compared  with
last year (%) y last year (%)
Anode Decreased by
material 8,057,892,447.87  6,274,778,301.67 22.13  94.63 112.33 6.49 percentage
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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
materials

cost

Wage

35,919.25

5.06

25,247.96

3.8

42.27

The scale of
production
and
marketing is
expanding

Manufacturing
costs

324,886.18

45.81

189,517.91

28.53

71.43

The scale of
production
and
marketing is
expanding,
and
graphitization
outsourcing
processing
fees rise

Polarizer

Raw material
cost

548,717.43

72.47

575,762.69

76.78

-4.70

Wage

26,908.33

3.55

27,677.31

3.69

-2.78

Manufacturing
costs

181,497.17

23.97

146,437.18

19.53

23.94

By product

Product

Cost item

Amount
incurred in
the current
period

Percentage
of  total
cost for the
current

period (%)

Amount in
the  same
period last
year

Percentage
of  total
cost for the
same
period last
year (%)

Percentage
change in
the
amount for
the current
period as
compared
to the
same
period last
year (%)

Profile
Description

Anode
material

Raw material
cost

274,669

43.77

121,835.36

41.23

125.44

The scale of
production
and
marketing is
expanding,
and the prices
of raw
materials are
rising

Wage

34,415

5.48

18,535.69

6.27

85.67

The scale of
production
and
marketing is
expanding

Manufacturing
costs

318,393

50.74

155,152.10

52.50

105.21

The scale of
production
and
marketing is
expanding,
and
graphitization
outsourcing
processing
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fees rise
Ejs"t" material | 518 717.43 72.47 | 575,762.69 76.78 ~4.70
Polarizer | Wage 26,908.33 3.55| 27,677.31 3.69 -2.78
222‘?3“““””“9 181,497.17 23.97 | 146,437.18 19.53 23.94
Ejs"t" material | 75 745 28 90.22 | 60,940.17 84.81 21.01
Wage 1,504.25 1.84| 1,627.12 2.26 7.55
Electrolyte Maintenance
Manufecturing | g,492.73 7.94| 9,289.20|  12.93| -30.10 g‘;(:gﬂictt’gnsa"
line

(5). Equity change of major subsidiaries during the Reporting Period caused the change of the
consolidation scope.

"0 Applicable” "V Not applicable”

(6). Significant change or adjustment of the business, product or service of the Company during
the Reporting Period

"0 Applicable" "V Not applicable"

(7)- Major customers and major suppliers

A. Major customers

VApplicable "CNot applicable”

The sales to the top five customers reached RMB11,739.4533 million, accounting for 54.09% of the total
annual sales, among which, the sales to the related parties was RMBO, accounting for 0% of the total sales
for the year.

Any single customer the sales to which accounted for more than 50% of the total sales, any new customer
in the top 5 customers, and any heavy reliance on a few customers
"0 Applicable" "V Not applicable"

B. Major suppliers

VApplicable "CNot applicable”

Procurement from the top five suppliers amounted to RMB3,187.5312 million, accounting for 16.20%
of the total procurement for the year; among which, procurement from related parties was RMB243.4001
million, accounting for 1.24% of the total procurement for the year.

Any single supplier the procurement from which accounted for more than 50% of the total procurement,
any new supplier in the top 5 suppliers, and any heavy reliance on a few suppliers
"0 Applicable" "V Not applicable"

3. Expenses
VApplicable "CNot applicable”

Unit: RMB
Major drivers
Expense items 2022 2021 Change (%) of  significant
year-on-year
changes
Selling expenses 281,388,497.37 | 204,621,622.61 37.52 | Mainly duetothe
increase in sales
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volume of anode
business during
the  Reporting
Period, and the
year-on-year
growth of sales
packaging.
Administrative expenses 712,963,820.79 | 654,122 587.74 9.00
Financial expenses 696,006,674.19 | 654,130,893.87 6.40
Mainly due to the
increase of
investment  in
polarizer
business to
Research and development expenses | 952,572,270.06 |  715,632,069.94 3311 | ‘mprove  the
research and
development of
thin PVA optics
during the
Reporting
Period.
Mainly due to
transfer of BASF
Shanshan in the
same period last
Income tax expense 569,677,258.05 | 1,103,886,889.33 48.39 | Y& for which
the Company
accrued income
tax payable of
RMB676
million.
4. Research and development investment
(1) .Research and development investment statement
VApplicable "CNot applicable”
Unit: RMB
Expensed research and development investment for the current period 952,572,270.06
Capitalized research and development investment for the current period
Total research and development investment 952,572,270.06
Percentage of total research and development investment over operating revenue (%) | 4.39
Ratio of capitalized research and development investment (%) 0
(2) -R&D team member profile
VApplicable "CNot applicable”
Number of R&D team members in the Company 300
Percentage of the number of R&D team members over 3 08

the total number of employees of the Company (%)

Educational background structure of R&D team members

Type of educational level

Number of members in each educational level

Doctor 4
Master 63
Bachelor 162
College 55
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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

No

Name of item

R&D purpose and progress

High energy density with 4C quick charge

To apply in the power field, and is proposed to
be applied in the next generation products of the
leading power battery enterprise; in the pilot
stage.

Anode material with a long cycle life

The project with a long cycle of 15,000 times has
entered the supply chain of leading lithium
battery companies; in the pilot stage.

The next generation fast charge performance
improvement project developed by overseas

3 Anode material for fast charge leading power battery enterprises; in the pilot
stage.
To realize the application of graphite in high
4 High energy density with low expansion | energy density, low expansion and high voltage
graphite scenarios, and mainly used in the digital field;
tonnage shipments have been completed.
To cover a number of requirements of 3C direct
5 3C fast charge with low expansion graphite | charge projects in high-end digital market;
tonnage shipments have been completed.
To realize the application of graphite in higher
6 10C fast charge anode material fast charge consumer electronics scenarios;
tonnage shipments have been completed.
7 Silicon-based anode material with a long Imp_roved the energy density of batteries, an_d
oycle life achl_eved long endurance performa_nce of electric
vehicles; bulk sales have been achieved.
To realize the application of silicon-based anode
8 Silicon-based anode material with high first- | material in high-end new energy vehicle end and
cycle efficiency and high capacity high-end consumer electronics scenarios;
currently in the pilot stage.
9 Hard carbon for sodium electricity with high | Mainly used in power and energy storage
power projects; currently in ton-level sales.
10 Hard carbon for sodium electricity with low | Mainly used in small power projects; currently in
cost, high energy and density ton-level sales.
To provide technical support for product
11 | Full battery line establishment promotion and R&D; have completed customer

testing and obtained internal testing approval.

LCD Polariser business

No.

Name of item

R&D purpose and progress

1

Development of POLED polarizer

38
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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.

(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

Item

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

Proportion

amount at
the end of

previous
period in

assets (%)

Change
ratio of
amount at
the end of
the
current
period
VS
amount at
the end of
the
previous
period
(%)

the

Explanation

total
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Monetary
funds

4,742,265,435.59

10.56

9,294,961,367.71

23.07

-48.98

The main reason is the
expanded production
capacity of anode material
and polarizer business
during the Reporting
Period, and the increased
expenditure on the
purchase and construction
of houses and machinery
equipment; and at the
same time, the Company
repaid part of the loan and
paid for the second phase
of the LG Chem’s polarizer
business.

Notes
receivable

227,833,088.02

0.51

34,666,107.26

0.09

557.22

The main reason is the
surge in sales of anode
business, increasing the
usage of notes during the
Reporting Period

Prepayments

1,391,716,499.58

3.10

837,233,585.18

2.08

66.23

The main reason is the
advance payment made by
the anode material
business to lock the
graphitization  supplier's
capacity and raw material
supply during the
Reporting Period.

Other
receivables

497,273,632.21

1.11

346,958,862.10

0.86

43.32

It was mainly because that
during the Reporting
Period, the Company had a
receivable of RMB 130
million from the transfer
of its  wholly-owned
subsidiary Hunan
Yongshan.

Assets held for
sales

1,316,864,410.82

2.93

N/A

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

Inventories

5,029,844,227.43

11.20

3,043,029,566.06

7.55

65.29

The main reason is the
fast-growing downstream
demand for anode
business, and the increase
in production and sales
and inventories

Other current
assets

483,327,024.12

1.08

758,646,380.73

1.88

-36. 29

It was mainly because that
during the Reporting
Period, the polariser
business VAT  credit
rebate and export tax
rebate reduced the retained
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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 incr