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Important Notes

I. The Board of Directors, Board of Supervisors, directors, supervisors and senior
officers of the Company warrant that the information in this annual report is
true, accurate and complete and that there is no false representation, misleading
statement contained herein or material omission from the report, for which they
will assume joint and several liabilities.

Il. All directors have attended the Board meeting.
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None

X. Major risks warning

The Company has provided a detailed description of the existing risk factors in this report. Please refer to the
possible risks in the Company’s discussion and analysis of its future development in “Section IlI
Management Discussion and Analysis” for details.

XI. Others
OApplicable VNot applicable
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Section | Definitions

I. Definitions
Unless the context otherwise requires, these terms shall have the following meanings when used in this
report:

Commonly used words
The Company, Company, | mean(s) | Zhejiang Huayou Cobalt Co., Ltd.

or Huayou Cobalt
Huayou Holding mean(s) | Huayou Holding Group Co., Ltd.

mean(s) CONGO DONGFANG INTERNATIONAL MINING SAS,
CDM Company with the Chinese name *

7
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| GDR | mean(s) | GLOBAL DEPOSITARY RECEIPTS
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Section 11

I. Company name

Company Overview and Major Financial Indicators

Full Chinese name

Chinese name abbreviation

Full English name

ZHEJIANG HUAYOU COBALT CO., LTD.

English name abbreviation

HUAYOU COBALT

Legal representative

Chen Xuehua

1. Contact persons and their contact details

Secretary of the Board of Directors Representative of Securities Affairs
Name Li Rui
Contact 18 Wuzhen East Road, Tongxiang Economic
address Development Zone Phase 11, Zhejiang Province
Telephone 0573-88589981
Fax 0573-88585810
E-mail lirui@huayou.com

I11. Company basics

Registered address

18 Wuzhen East Road, Tongxiang Economic Development
Zone Phase I, Zhejiang Province

Office address

18 Wuzhen East Road, Tongxiang Economic Development
Zone Phase I, Zhejiang Province

Postal code of office address

314500

Website

www.huayou.com

E-mail

information@huayou.com

IV. Information disclosure and storage locations

The name and website of the media where the
Company discloses its annual report

China Securities Journal, Shanghai Securities News,
Securities Times, Securities Daily

The website of the stock exchange where the
Company discloses its annual report

WWwWW.sse.com.cn

The place where the Company makes its annual
report available for inspection

Office of the Securities Management Department of the
Company

V. Company stock profile

Company Stock Profile

Stock i Stock Stock -
type Stock exchange Stock abbreviation code abbreviation
before change
A-share  |Shanghai  Stock (Huayou Cobalt) 603799 None
Exchange
GDR SIX Swiss |Zhejiang Huayou Cobalt Co., Ltd. HUAYO |None
Exchange

V1. Other relevant information

The accounting | Name

Pan-China Certified Public Accountants LLP

firm engaged by | Office address

the Company

28/F, Block B, China Resources Building, 1366

Qianjiang Rd., Jianggan District, Hangzhou
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(Domestic) Signatory accountant ~ Wang Qiang, Zhang Jingjing
name
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financial reports disclosed under both International Accounting Standards (IAS) and Chinese
Accounting Standards (CAS)

CApplicable VNot applicable

(11) Difference in net profit and net assets attributable to shareholders of the listed company in
financial reports disclosed under both foreign accounting standards (FAS) and Chinese Accounting
Standard (CAS)

OApplicable VNot applicable

(111) Description of differences between Chinese and foreign accounting standards:
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liabilities held by non-financial
enterprises and gains/losses from
the disposal of financial assets and
liabilities, except for effective
hedging business related to the
Company’s  normal  business
operations

Fund occupancy fees charged
to non-financial enterprises
included in the current profit or
loss

13,744,035.66

9,742,561.82

Gains/losses from entrusting
others to invest or manage assets

Gains/losses from external
entrusted loans
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estate that are subsequently
measured using the fair value
model

Gains/losses arising from
transactions where the transaction
price is obviously unfair

Gains/losses arising from
contingent events unrelated to the
normal operation of the Company

Custody fee income  from
entrusted operations

Other non-operating income and

expenses  except  for  the | -5,885,216.94 -11,782,650.22 -10,167,448.45
abovementioned items

Other gain/loss items that meet the

definition of non-recurring

gains/losses

{‘a‘jfs; impact amount of income | g 575 114 gg 13,385,122.11 | -3,545,066.16
Impact amount of minority equity | 43 964 153 g3 -72,904,661.25 | 9,639,155.47
(after-tax)

Total -70,486,185.37 44,010,814.04

258,060,550.16

Explain the reasons if the Company recognizes items not listed in the Explanatory Announcement No. 1 on
Information Disclosure for Companies Offering Their Securities to the Public - Non-recurring Gains/Losses
as non-recurring gains/losses and the amount of such items is material, or if the Company recognizes items

listed therein as recurring gains/losses

CApplicable vVNot applicable

XI.
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progress, helped the market development with product research and development, increased the investment
in scientific research, strengthened the construction of the scientific research system, and continued to
enhance the innovation ability and development momentum, providing strong support for the Company to
improve its competitiveness in integrated industrial chain. The Company’s technology center was identified
as the national enterprise technology center. Jiangsu Huayou was identified as high-tech enterprise for the
first time, and the Company and Tianjin B&M were re-identified as high-tech enterprises. The Company and
Huayou New Energy Quzhou’s Zhejiang Postdoctoral Workstation was upgraded to national postdoctoral
workstation. Tianjin B&M was granted the honor of 2023 National Intellectual Property Demonstration
Enterprise, Tianjin Science and Technology Leading Enterprise, and Tianjin Excellent Enterprise Key
Laboratory. Chengdu B&M was awarded the title of Top 100 Enterprise with Technological Innovation
Capability in Sichuan Province. Huayou New Energy Quzhou was identified as 2023 National Intellectual
Property Dominating Enterprise. The Company was awarded the First Prize of China Nonferrous Industry
Science and Technology in 2023 for the “Key technology and application of precursor materials for
high-performance electrical batteries”, the First Prize for Scientific And Technological Progress by China
Petroleum and Chemical Industry Federation for the “Design and application of new reaction crystallizer
prepared by ternary/lithium iron phosphate cathode material precursor”, and won the 24th China Patent
Excellence Award for the invention patent “A nickel-cobalt-manganese hydroxide with special micro-nano
structure and its preparation method”. During the reporting period, the Company vigorously promoted and
strengthened IPD. It's high performance electrical battery 8-9 series NCM precursor product development,
Ni90+ ultra-high-nickel single crystal product development and other R&D projects were completed, and a
number of medium and high-nickel ternary precursor products were developed and mass produced for Tesla,
CATL, LGC and other mainstream customers; high voltage 300A8, 302A9, 300A9 and other new tetracobalt
products were mass produced; cathode materials were used for new product development for important
customers at home and abroad, where a number of high-nickel ternary cathode materials and high voltage
new lithium-cobalt oxides were put into mass production; medium nickel products accumulated steadily, and
4.35V-4.4V medium nickel high voltage Ni60-

13 / 327



2023 Annual Report

maintaining stability of the industry and smooth supply.
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management quality

During the reporting period, the Company strengthened its management level to create value, secured
its funds supply by the integration of industry and finance, and promoted "integration of six areas" to
strengthen operations management, thus continuously improved its integrated industrial control capabilities
from safety and environmental protection, financial management, compliance control to fund chain security.
In terms of safety and environmental protection, the Company always adhered to the concept of “safety and
environmental protection is the most important”, promoted the construction of safety production
standardization, and took various measures to improve safety and environmental management capabilities
and enhance the safety and environmental management level. In terms of financial management, the
Company implemented the working philosophy that business management is centered on financial
management and financial management is based on business essence; according to the classification of profit
center, cost center and expense center, the Company implemented the principle of accurate division, accurate
accounting and accurate incentive, subdivided the accounting units, strengthened independent accounting,
and fulfilled the operational responsibility, further improving the financial management system. In terms of
compliance control, the Company strengthened daily operation compliance supervision and data compliance
security, promoted anti-bribery compliance system construction and certification projects, and built a tax
compliance management system. In addition, the Company strictly performed the standardized operation and
information disclosure obligations of listed companies, further consolidating its compliance management
capability; In terms of manufacturing and operation, the Company vigorously promoted the "integration of
six areas", including short-distance techniques, large-scale equipment, production line automation,
intelligent manufacturing, digital operation and green industry, further enhancing its production management
and intelligent manufacturing; In terms of funds guarantee, the Company continued to adhere to the
development strategy of integrating industry and finance, closely followed the time window of the capital
market, obtained the approval of the CSRC on the Company’s application for issuing GDRs and listing on
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vehicle sales in China, Europe and the US were 9.495 million, 2.948 million and 1.468 million, respectively,
accounting for 95% of global sales, with year-on-year growth rate of 37.9%, 18.3% and 48.0%, respectively.
From a global perspective, the certainty of the new energy vehicle industry has also continued to be
strengthened.

The broad market prospect of new energy vehicles has brought huge business opportunities for the
whole industry chain of lithium-ion battery materials. During the reporting period, the data from GGII show
that in 2023, the shipment from China’s lithium-ion battery cathode market was 2.48 million tons, an
increase of 31% year-on-
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The Company is mainly engaged in the R&D and production of new energy lithium-ion battery
materials and new cobalt materials products. It is a high-tech enterprise with a vertically integrated business
model from the development of nickel, cobalt and lithium resources to the production of lithium-ion battery
materials, and is committed to the development of low-carbon and environment-friendly new energy
lithium-ion batteries materials.

After more than two decades of development and endeavors, the Company has secured its supply of
raw overseas, expanded its production and operation across China, and marketed and sold its products
globally. The Company’s business model is underpinned by its three major business segments, namely, new
energy business, new material business and resource business. The three major businesses have formed a
vertically integrated business model within the Company. At the same time, the Company is also planning
its lithium-ion battery recycling business, and is striving to create a kind of new energy lithium-ion battery
industry ecology from the development of nickel, cobalt and lithium resources, green smelting and
processing, production of ternary precursor and cathode material to the recycling of resources, and building a
technology-based, green and open company.

(11) Business at41 0 0 1 89.904 583.78 TmO0 g0 G[ )]TJET/F2 9.9 /Spat2 (en05118871 0 595.32 841.92 reWnBT/F2 9
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markets, and under a distribution mode in the markets of Japan and the United States, and under both the
direct sales model and distribution mode in the Korean market. Nickel products are sold mainly under a
direct sales model. The lithium raw materials are mainly supplied by the Arcadia lithium mine of the
Company in Zimbabwe, and lithium products are sold mainly under the direct sales model. Sales prices are
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Company’s high-nickel lithium-ion battery materials, and further consolidate the competitive advantages of
the vertically integrated business model. The Company’s low-cost, large-scale, stable and reliable resource
guarantee has laid a solid raw material foundation for the Company to become the industry leader in the new
energy lithium-ion battery material industry.

In addition, the Company actively planned the lithium battery recycling business, and its subsidiaries,
Huayou New Energy Technology (Quzhou) Co., Ltd., Quzhou Huayou Resource Recycling Technology
Company Limited, and Jiangsu Huayou Energy Technology Co., Ltd., were respectively included in the first,
second and fourth batch of the list of enterprises meeting the Requirements of Industry Standards for the
Comprehensive Utilization of Waste Power Batteries for New Energy Vehicles issued by the Ministry of
Industry and Information Technology of the People’s Republic of China. The Company innovated its
business models through the establishment of a recycling network system, ladder-style utilization and
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enterprises in cascaded utilization, development and undertaking of decommissioned battery recycling
treatment, strategically cooperated with a number of well-known battery enterprises to exchange waste
materials, and has reached cooperation with a number of domestic and foreign vehicle enterprises in
decommissioned battery recycling. With the development of business, the integrated layout of the Company
in new energy lithium battery industry from nickel, cobalt and lithium resource development, green smelting
and processing, ternary precursor and cathode material manufacturing to resource recycling is continuously
deepening, developing a strong competitiveness.

(1) Leading technological innovation

The Company is a national high-tech enterprise with a complete scientific and technological innovation
system. The Company has established “Huayou Cobalt National Enterprise Technology Center”, “Huayou
Cobalt National Postdoctoral Research Station”, “Huayou Cobalt New Energy Battery Materials Provincial
Key Enterprise Research Institute”, “Zhejiang Huayou Cobalt Green Cobalt Smelting Technology and New
Material Development Research Institute”, “Huayou New Energy Lithium-ion Battery Materials Provincial
High-tech Enterprise Research and Development Center”, “Tianjin B&M National Enterprise Technology
Center”, “Chengdu B&M Sichuan Enterprise Technology Center” and “Tianjin B&M Postdoctoral Research
Station”, which are mainly engaged in the development of new products and the research of advanced
manufacturing technology for lithium-ion battery cathode material and precursors, as well as the research of
innovative technology and green manufacturing technology in nickel-cobalt-lithium mineral resources
mining, beneficiation and smelting. A research platform for the development, evaluation and application of
battery cathode materials and precursors that can be involved in international competition has been
established. The Company has a first-
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China, and the scale of its production and sales ranks among the top in the world. In 2023, the Company
ranked 363rd among China’s top 500 enterprises for the first time and 262nd among Fortune China’s Top
500. The Company’s strategic layout of Congo (DRC) copper-cobalt resource, Indonesia nickel-cobalt
resource and Zimbabwe lithium resource development shows a clear industry leading advantage in the stable
low-cost material supply of new energy lithium-ion battery materials. The Company adheres to the essence
of business of “customer-centric, creating value for customers”, and focuses on the mainstream market,
mainstream customers and mainstream products. Its customers cover all the global mainstream new energy
vehicle enterprises and battery customers. During the reporting period, the Company continued to optimize
the customer structure, deepened strategic cooperation with key customers, and made its leading products
included in the supply chain of leading enterprises such as LG Chem and CATL. In addition, the Company
signed a long-term ternary precursor supply agreement with POSCO Chemical, and its supply of high-nickel
cathode materials to LG New energy and CATL increased significantly, respectively, for the world famous
vehicle industry chain; multi-high-nickel, ultra-high-nickel and medium nickel single crystal high voltage
new cathode products have been included in the industry chain of LG New Energy, CATL, EVE, Farasis
Energy and other important customers and brand automotive industry chain. The in-depth layout of upstream
resource development and the highly coordinated downstream industry chain have built the industry-leading
competitive advantage for the Company. With the collision, integration and amplification of industry chain
forces, the Company’s circle of friends continues to expand, and high-quality resource elements continue to
converge to the Company. Under industrial interconnection and complementary advantages, the Company
has embedded itself in the global new energy vehicle industry chain in a deeper, wider and more powerful
manner.

(IV) Open resource distribution

Cobalt, nickel and lithium are the critical resources required for lithium-ion battery new energy
materials. Since 2003, the Company began to investigate and expand business in Africa. After years of
unremitting efforts, the Company’s subsidiary in Congo (DRC) established a cobalt-copper resource
development system in the main mineral areas of Congo (DRC), which integrates mining, beneficiation and
cobalt-copper smelting, effectively guaranteeing the material supply of the domestic manufacturing base. In
2018, the Company started to seek development of nickel-cobalt resources in Indonesia. Currently, it has
completed Huayue nickel and cobalt hydroxide HPAL project with an annual output of 60,000 tons of nickel
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WKM) was successfully completed, which further secured the Company's nickel ore resource. The Arcadia
lithium ore project in Zimbabwe was completed and put into operation, marking a new milestone in lithium
resource layout. The implementation of these projects has improved the Company’s resource control and
security capabilities to a new level, further consolidated the Company’s business model of mining and
metallurgical integration, and enhanced the Company’s management ability to control strategic resources
and explore the value of resources.

(V) Advanced management system

The Company has established a sound operating mechanism and advanced management system and a
group operating mechanism that is strategy-oriented, with annual comprehensive budget and monthly
business plan as the core, risk management and control as the focus, and performance contracts as the
incentive. The Company has advanced human resource management system, sound risk control system, and
rich practical ability especially in the standardized and systematic management. The Company and its related
subsidiaries have established the “six in one” management system of 1SO9001, 1SO14001, OHSAS18001,
GB/T19022, GB/T15496 and AQ/T9006, passed the IATF16949 system certification, and standardized
various business processes and operations through standardized management. At the same time, QCC, TPM,
6S, SPC and other advanced manufacturing concepts and lean production management tools were introduced
into the manufacturing business process, which provided effective management norms and tools for the
Company to control product quality and production costs, ensure the reliable operation of safety and
environmental protection system, and improve business quality. The Company is among the first batch of
standardization demonstration enterprises in the field of industry and information technology in Zhejiang,
and has obtained the “AAA Good Standardizing Practice Certificate” issued by Zhejiang Association for
Standardization.

During the reporting period, the Company strengthened its management level to create value, secured
its funds supply by the integration of industry and finance, thus continuously improved its comprehensive
management capabilities from safety and environmental protection, financial management, compliance
control to fund chain security. In addition, the Company continued to strengthen the construction of ESG,
and was highly recognized by upstream and downstream enterprises in the industry chain for its ESG-related
work. The Company was selected as Forbes China ESG Inspiring Case in 2023, ESG Top 100 Listed
Companies, and Excellent Case of Chinese Private Corporate Social Responsibility in 2023. The Company,
Huayou Recycling, Chengdu B&M were included in the list of “Most growing enterprise in carbon neutral”
at the 3rd Carbon Neutral Bo’ao Conference; Huayou Recycling and Volkswagen Group (China) achieved
cooperation results in the comprehensive utilization of decommissioned electrical batteries and successfully
transferred cooperation products; cascaded products and solutions were provided to Huachen BMW to
realize green electricity recycling. The Company increased investment in energy conservation and
consumption reduction, green, low-carbon, and environmental protection technologies, optimized the energy
structure and improved energy efficiency, actively implemented carbon reduction measures, and promoted
transformation of the industry chain towards green and low-carbon. The Company actively fulfilled social
responsibilities. In China, Congo (DRC), Zimbabwe, Indonesia and other places of operation, the
Company’s affiliated units actively carried out public welfare and social activities such as student donations,
charitable donations, community construction, disaster relief, unpaid blood donation, etc. The Company
strengthened due diligence management of mineral supply chain, and released the Joint Action Initiative on
High-quality Development of Critical Mineral Supply Chain, contributing its effort to industrial governance.

V. Main operation status during the reporting period

None

(1) Analysis of primary business

1. Analysis of changes in relevant items of the Income Statement and the Statement of Cash Flows

Monetary unit: Yuan Currency: RMB
Item Amount in the  Amount in the same
current period period of * nBT/F2 9.9
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Financial expenses 1,478,166,059.86 1,325,942,319.21 11.48
R&D expenses 1,440,592,932.96 1,708,614,242.61 -15.69
Net cash flow from operating 3,485,888,093.33 2,913,806,375.38 19.63
activities

Net cash flow from investing

activities 116,550,869,671.66 | > r302.937:489.20 3205
'a\'cettivi‘l?fessh flow from financing | 15 10359 650.73 |  23,701,787,364.06 -36.28
Taxes and surcharges 367,789,918.20 475,540,906.77 -22.66
Other income 319,947,781.25 191,220,264.84 67.32
Investment income 857,352,477.88 1,359,671,470.01 -36.94
Income from changes in fair value 218,765,480.50 -147,500,921.76 248.31
Loss from credit impairment -42,016,975.44 -209,807,487.97 -79.97
Loss from assets impairment -370,559,650.46 -1,292,300,598.86 -71.33
Income from asset disposal 29,425,810.49 2,413,571.80 1,119.18
Non-operating income 20,868,408.64 8,932,425.57 133.63
Non-operating expenses 62,067,656.16 52,502,652.88 18.22
Income tax expenses 268,880,833.58 326,821,637.31 -17.73

Reasons for changes in operating income: Mainly due to an increase in the amount of operating income
caused by the increase in products’ sales volume

Reasons for changes in operating costs: Mainly due to an increase in the amount of operating costs caused
by the increase in products’ sales volume

Reasons for changes in selling and distribution expenses: Mainly due to an increase in employee salaries
caused by the expansion of sales scale

Reasons for changes in general and administrative expenses: Mainly due to an increase in employee salaries,
depreciation and amortization expenses, service fees etc. in the current period

Reasons for changes in financial expenses: Mainly due to an increase in the interest expenses in the current
period

Reasons for changes in R&D expenses: Mainly due to a decrease in material consumption in the current
period.

Reasons for changes in net cash flow from operating activities: Mainly due to an increase in gross profit
caused by the increase in product sales

Reasons for changes in net cash flow from investing activities: Mainly due to a decrease in the scale of
investment in projects under construction compared to the previous year

Reasons for changes in net cash flow from financing activities: Mainly due to an increase in cash paid for
debt repayment compared to the previous period

Reasons for changes in taxes and surcharges: Mainly due to a decrease in mineral tax paid in the current
period

Reasons for changes in other income: Mainly due to an increase in government subsidies received in the
current period

Reasons for changes in investment income: Mainly due to a decrease in the income from long-term equity
investments calculated under the equity method

Reasons for changes in income from changes in fair value: Mainly due to an increase in the profits from
ineffective hedging of futures contracts directly related to production and operation

Reasons for changes in loss from credit impairment: Mainly due to the decrease in the bad debt losses
Reasons for changes in loss from assets impairment: Mainly due to a decrease in inventory impairment
losses

Reasons for changes in income from asset disposal: Mainly due to an increase in income from the disposal
of fixed assets

Reasons for changes in non-operating income: Mainly due to an increase in compensation income

Reasons for changes in non-operating expenses: Mainly due to an increase in external donations

Reasons for changes in income tax expenses: Mainly due to the reduction in the income tax expenses in the
current period caused by a decrease in profits

" HIDLOHG GHVFULSILRQ RI PDURU FKDQJHV LQ WKH &RPSDQ\{V EXVLQHW IN\SH SURILI FRPSRVLILRQ RU SURILW

source during the current period
CApplicable VNot applicable
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VApplicable CONot applicable
None

(1). Analysis of the primary business by industry, products, region, and sales mode
Monetary unit: Yuan Currency: RMB

Analysis of the primary business by industry

Increase/de Increase/ d
crease . in Increase/decr_e ecrease in
ting ase in | gross
Gross opera operating profit
. Operating Operating profit income costs margin
By industry income costs margi compared compared to | compared
to that in - .
n (%) the that in the | to that in
previous previous year | the
(%) previous
year (%) year (%)
New energy
battery 42,098,281, | 36,398,125,6
materials 498,63 68.85 13.54 -11.82 -4.95 -6.24
and raw
materials
Nonferrous
metals OO | 895315320 | 24.13 131.30 166.35 9.98
2 4.31
Trade and 11,013,359, | 10,565,037,0
others 642 43 02,54 4.07 24.65 22.89 1.37
Analysis of the primary business by products
Increase/de Increase/q
crease  in Increase/decr_e ecrease in
operating ase In- | gross
Gross income operating profit
Operating Operating profit costs margin
By products income costs margi compared_ compared to | compared
to that in - -
n (%) the that_ in the |[to that in
previous previous year | the _
year (%) (%) prew(cy;
year (%
Cobalt
products 4,185,183,4 | 3,820,208,13 8.72 -51.08 -39.41 -17.58
44,73 9.90
Copper
products 4,889,827,5  3,490,943,38 28.61
07.19 4.68
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Analysis of the primary business by region
Increase/de Increase/ d
crease . in Increase/decr_e ecrease in
operating ase N | gross
_ _ Gros_s income operating proflt_
By region _Operatmg Operating proflt_ compared costs margin
income costs margi to that in compared to | compared
n (%) the that in the | to that in
orevious previous year | the
(%) previous
year (%) vear (%)
Domestic 27,747,257, | 24,039,555,1
909.39 11.64 13.36 13.74 27.11 -9.11
Overseas 37,164,393, | 31,876,760,7
62792 64.06 14.23 -0.31 1.71 -1.70
Analysis of the primary business by sales mode
Increase/de Increase/ d
crease  in Increase/decr_e ecrease in
operating ase In- | gross
_ _ Gros_s income operating proflt_
By sales | Operating Operating profit compared costs margin
mode income costs margi to that in compared to | compared
n (%) the that in the |to that in
previous previous year | the
(%) previous
year (%) vear (%)
Self-sales 64,911,651, | 55,916,315,8
537.31 7570 13.86 5.25 11.27 -4.66

Description of the situation of the primary business analyzed by industry, products, region, and sales mode

None

(2). Analysis of production and sales volumes
VApplicable CNot applicable

Increase/de
Increase/decr )
Increase/decrease . crease  in
in production ease in sales inventory
. Product | Sales volume
Main . - volume compared
Unit ion volum Inventory compared to .
products compared to that - to that in
volume e ) . that in the
in the previous . the
previous year .
year (%) (%) previous
year (%)
Cobalt Ton
products (metal 40,645. 41,38 5.58 12.20 -11.61
guantity) 56 2.61 3,769.01
Copper Ton
products (metal 89,470. 87,78 -1.02 -2.06 60.84
guantity) 41 9.09 4,447.13
Nickel Ton
128,314 126,4
products (meta_l 30 3051 4577.37 83.33 87.78 54.95
guantity)
Lithium Ton
products | (physica | 44 476 | g 235, 140.97 104.46 3,916.11
| 3,293.21
. 56 35
guantity)
Ternary Ton
precursor | (physica 123,611 129,1 )
| 99 | 4457 | 494668 21.30 30.64 5286
quantity)
Cathode Ton
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material (physica 90,221. 94,61
| 81 8.18

guantity)

3,113.85

Description of the production and sales volumes
None.

(3) Performance of major procurement contracts and major sales contracts

CApplicable VNot applicable

(4) Analysis of costs

Monetary unit: Yuan

Cost Amount in
By
. component  the current
industry . )

items period
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By products

By Cost Amount in I_:’roportion ﬁ]renountsan:r; Proportion Ch_ange Description
products component | the current | in the total period of in the total | ratio of the

items period cost (%) last year cost (%) (%) situation
Cobalt Operating
products cost 3,820,208, 6,305,147,09 -39.41

139.90 6.62

Cobalt Raw
products material 3,418,850, 89.49

cost 827.09
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Ternary Operating
precursor cost 8,236,370, 7,884,161,25 4.47
381.62 8.87
Ternary Raw
precursor material 7,033,305, 85.39 | 7,061,748,92 89.57 -0.40
cost 821.80 3.72
Ternary Accessory
precursor cost 319,463,19 3.88 | 262,832,808. 3.33 21.55
5.07 14
Ternary Labor cost
precursor 108,635,65 1.32 | 127,177,165. 1.61 -14.58
8.61 23
Ternary Energy
precursor cost 267,851,60 3.25 | 211,961,942. 2.69 26.37
5.01 05
Ternary Other
precursor costs 507,114,10 6.16 | 220,440,419. 2.80 130.05
1.13 73
Cathode Operating
material cost 17,441,555 19,770,468,1 -11.78
,437.91 93.15
Cathode Raw
material material 16,275,052
cost
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te cost 692.15 24

Nickel Accessory 32.03 36.34

intermedia cost 1,141,760, 611,119,043. 86.83
te 134.11 99

Nickel Labor cost

intermedia

te
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expenses
R&D expenses 1,440,592,932.96 1,708,614,242.61 -15.69
Financial expenses 1,478,166,059.86 1,325,942,319.21 11.48
Total 5,185,184,927.75 5,073,471,281.21 2.20

4. R&D input
(1) R&D investments
VApplicable ONot applicable

Monetary unit: Yuan

Expensed R&D investments in the current 1,440,592,932.96
period

Capitalized R&D investments in the

current period

Total R&D investments 1,440,592,932.96
Proportion of total R&D investments in the 217

operating income (%)
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activities

Net cash flow from financing

L 15,103,229,650.73 23,701,787,364.06 -36.28
activities

(11) Significant changes in profits resulting from non-primary business
CApplicable VNot applicable

(111) Analysis of assets and liabilities
VApplicable ONot applicable
1. Assets and liabilities conditions
Monetary unit: Yuan

Proportio
Amount as at nin the Amount as at the
Item the end of the total
current period assets
(%)
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Huayue

New establishment Self-operation 6,788,427,872.44 926,624,042.09
Company
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Arcadia lithium
mine in
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completion of the subscription, the Company will hold 6.03% equity in Askari Company.

6. On March 24, 2023, the General Manager’s Office Meeting of the Company decided to approve the joint
establishment of Jintang B&M Technology Co., Ltd. with a registered capital of RMB 1.2 billion by the
controlling subsidiaries Chengdu B&M and Chengdu Major Industrialization Project (Phase 1) Equity
Investment Fund Co., Ltd. and Jintang County Zhijin New Materials Technology Partnership Enterprise
(Limited Partnership). After the establishment, Chengdu B&M will hold 22.5% equity in Jintang B&M
Technology Co., Ltd.

7. On May 7, 2023, the General Manager’s Office Meeting of the Company decided to approve the transfer
of 100% equity in Guangxi Huayou Resource Recycling Technology Co., Ltd. to Zhejiang Youshan New
Materials Technology Co., Ltd. by the wholly-owned subsidiary Huayou Recycling at the consideration of
RMB 0.

8. On June 20, 2023, the General Manager’s Office Meeting of the Company decided to approve the joint
establishment of PT. Indonesia Hongda Industry Park with a registered capital of IDR 10.5 billion
(approximately3(lo)-4(g)(zdy3(l0)-f7)-5(0)6(0)-5(,)-2(0)-5(0)6(0)6())-3( )-122(b)-5(y)-5( )-122(its)5( )-122(s)3(u)-5(b)-5(s)3(i

Huaxing Nickel will hold 70% equity of the company.

9. On June 20, 2023, the General Manager’s Office Meeting of the Company decided to approve the joint
establishment of Indonesia Dahua Industrial Park Co., Ltd. with a registered capital of IDR 150 billion
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in Indonesia with PT. RIMAU ELEKTRIK PERKASA, with a registered capital of IDR 15 billion
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(1) Major equity investments
VApplicable CNot applicable
Monetary unit: Yuan Currency: RMB

Whet
her
the
invest
Nam ee is
. Invest Inves
e of . mainl Shareh
Main ment tment

the business y metho amou
d nt

inve engag

stee ed in
invest
ment
busin
ess
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Investment amount
. . . : ; Accumulated actual .
Project name Project amount Project progress during the reporting | Project revenue
period investment amount

Project  of  ternary
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4.  Progress of major asset restructuring and consolidation during the reporting period
OApplicable VNot applicable

(V1) Sales of major assets and major equity
OApplicable VNot applicable

(V1) Analysis of major holding companies and participating companies
VApplicable ONot applicable

Name of | Busine | Main Regist Overatin
subsidiar ss products or | ered Total assets Liabilities ~ Net assets inzome 9 Net profits
y nature services capital
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chemicals
Huawei Invest Industrial
Nickel ment investment, | USD 2514,169,354.43 | 632,998,03 | 1,881,171,316. - | 771,100,814,
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ammonium
chloride

Chengdu
B&M

Huafei
Nickel
Cobalt

Manuf
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Manuf
acturin

g
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production
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government required three Chinese lithium ore companies to divest or cancel their equity investments in
Canadian lithium ore companies; in December 2023, the US government issued the Bipartisan
Infrastructure Act and the Inflation Reduction Act (IRA), from which it could be seen that, starting from
2025, if critical minerals such as lithium, nickel, cobalt and graphite produced in China are exported to
the US for use in clean energy vehicles, no consumer purchase subsidies will be received; in March 2024,
the European Council finally approved the Critical Raw Materials Act, which aims to ensure the EU’s
access to safe and sustainable supplies of critical raw materials and improve Europe’s capacity for
refining, processing and recycling critical raw materials. At the same time, downstream enterprises in
the battery industry chain are also competing to lay out upstream resources. In recent years, CATL,
BYD and other enterprises continue to lay out energy and metal resources in the world; Tesla, BMW,
Volkswagen Group, Stellantis, Renault, GM, Ford, Toyota and other enterprises also reduce costs and
ensure supply by directly investing in mining companies, or bypassing battery and material factories to
directly sign raw material procurement contracts with mining companies. The strategic position of
energy metals such as nickel, cobalt and lithium continues to improve.

3. Intensified market competition, highlighted trend of concentration

The broad market prospect of new energy vehicles has brought huge business opportunities for the
whole industry chain of lithium-ion battery materials, and upstream and downstream enterprises in the
industry chain have announced the expansion of production capacity to cope with the growing market
demand. With the accelerated expansion and release of production capacity, the competition in the
lithium-ion battery cathode material market has intensified, backward production capacity has been
phased out, and the trend of industry concentration has been highlighted.

Because the quality of lithium-ion battery materials has a crucial impact on battery performance,
combined with its certification cycle and the characteristics of deep customer bonding, the lithium-ion
battery material industry shows a characteristic of high concentration. According to the data from SMM,
in 2023, the market share of the domestic ternary material industry CR3 reached 38%, CR5 reached 55%
and CR10 reached 80%, respectively increasing by 3%, 3% and 1% compared with 2022. With the
development of lightweight and intelligent new energy vehicles, lithium-ion battery performance
requirements continue to improve, and cathode materials usher in a new round of technology iteration
and upgrade. Leading lithium material enterprises with technology and cost advantages are expected to
gradually build and strengthen the competitiveness “moat”, and with the advantages in production

44 | 327



2023 Annual Report

the US, exceed 20GWh in Japan, exceed 10GWh in Southeast Asian countries, and exceed 50GWh in
Germany and Spain. With the implementation and production of more overseas projects, lithium-ion
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In 2024, the Company will adhere to the transformation and development, firm strategic
orientation, adhere to the essence of business of “customer-centric, creating value for customers”,
strengthen scientific and technological innovation, promote management reform, improve industrial
planning, deepen industrial layout, optimize industrial structure, implement the business idea of overall
planning, scientific and technological support, cost reduction and efficiency increase, improve the three
elements of “quality, cost and efficiency”, expand the market, increase orders, increase load, seek
progress in stability and strive to win in progress, continue to create the competitive advantage of
“product leadership and cost leadership”, firm confidence, forge ahead, and strive to promote the
Company’s high-quality development.

1. Drive the high-quality development of the Company with a high level of science and
technology

The Company will increase capital investment, strengthen organizational construction, accelerate
technological progress, and implement the science and innovation strategy of “supporting the industry
and leading the future” to provide scientific and technological support for the high-quality development
of the Company. The Company will further strengthen the construction of high-level scientific and
technological talents, with international leading talents, young scientific and technological talents and
high-
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3. Facilitate the high-quality development of the Company with a high level of openness
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sustainable development of mineral resources; expand and strengthen the recycling science and
technology, promote the “waste for materials” recycling mode of waste electrical batteries, lay out
recycling business at home and abroad, and build a sustainable development ecological chain of
resource recovery and recycling.

Investors should note that the above business plan does not constitute a performance commitment
of the Company to investors. Investors should understand the difference between business plan and
performance commitment and pay attention to investment risks.

(1V) Possible risks
VApplicable ONot applicable

1. Market risk

The Company’s main products include lithium-ion cathode materials, precursor products, nickel,
cobalt and lithium new material products, and copper products. Due to the influence of various factors
such as global economy, supply and demand, market expectations and speculative speculation, the prices
of nickel, cobalt, lithium and copper metals present high volatility feature, which in turn leads to product
market price fluctuations. During the reporting period, the prices of cobalt products fluctuated and
declined overall, the prices of nickel products and lithium products dropped dramatically, while the
prices of copper products fluctuated at high levels. The increase in prices to some extent improved the
Company’s profitability, while the decrease in prices also weakened the Company’s profitability. If
there is a significant decline in the prices of nickel, cobalt, lithium and copper metals in the future, the
Company will face the risk of inventory depreciation loss and operating performance falling short of
expectations, significant decline, or losses.

2. Exchange risk

At present, the Company’s business layout is highly internationalized. The overseas operations of
the subsidiaries, the procurement of major raw materials such as nickel, cobalt and lithium, and the
export and sales of products such as cobalt-nickel new materials, precursors and cathode materials are
mainly settled in U.S. dollars. As a result, production and operations are exposed to significant risks
from fluctuations in foreign currency exchange rates. During the reporting period, the exchange rate of
RMB against USD fluctuated greatly. The above settlement method generally resulted in exchange gains
for the Company. However, if further exchange rate fluctuations occur, it may cause the Company to
incur exchange loss or increase its operating expenses, which in turn may have a certain negative impact
on the Company’s profitability. At the same time, the functional currency of the Company’s overseas
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Section IV Corporate Governance

I. Description of corporate governance-related information of the Company

VApplicable CNot applicable
During the reporting period, the Company has operated in a standardized manner according to the
requirements of the Company Law, the Securities Law and the Rules Governing the Listing of Stocks and
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assigned the Secretary of the Board of Directors to be in charge of the disclosure of information and handled
the incoming calls and inquiries from shareholders and investors seriously, so as to ensure that all
shareholders and investors have fair and timely access to the information required to be disclosed.

Whether there are significant differences between the corporate governance of the Company and that
required by the laws, administrative regulations and CSRC’s regulations on governance of listed companies;
if there are significant differences, the reasons should be stated

CApplicable VNot applicable

1. SSHFLILF PHDVXUHV WDNHQ EN\ WKH &RPSDQ\{V FRQWURWLQJ VKDUHKRIGHU DQG DFWXDO
FRQUUROOHU WR HQVXUH WKH &RPSDQ\fV LQGHSHQGHQFH LQ DVVHIV SHUVRQQH) ILQDQFHV
organization, business and other aspects, as well as the solutions adopted, work
progress and follow-XS S0DQV WKDW DIHFI IKH &RP SDQ\{V LQGHSHQGHQFH

VApplicable ONot applicable

The Company is completely separate from its controlling shareholder and actual controller in terms of
business, personnel, assets, organization, finance, and other aspects, and they each operate independently
and bear responsibilities and risks independently. The Company is equipped with complete business and
independent operation capabilities.

Controlling shareholder, actual controller and other entities under their control engaging in the same or
similar business as the Company, as well as the impact of horizontal competition or significant changes
thereto on the Company, the measures taken to resolve the issue, the progress of the resolution, and the
subsequent resolution plans

CApplicable VNot applicable

I11. Summary of the ge olders of the Company

. Date of the ae on which  the Resolutions  of  the

Session . esolutions are .
meeting di meeting
) isclosed
are disclosed
The First Website of the Announcement of
Extraordinary Shanghai Stock Huayou Cobalt on
General January 20, | Exchange January 21, 2023 Resolutions of the First
Meeting of | 2023 http://www.sse.com.cn ' Extraordinary ~ General
Shareholders Meeting of Shareholders
in 2023 in 2023
2022 Annual Website of the Announcement of
General May 18 Shanghai Stock Huayou Cobalt on
Meeting  of 2093 " | Exchange May 19, 2023 Resolutions of 2022
Shareholders http://www.sse.com.cn Annual General Meeting
of Shareholders

The Second Website of the Announcement of
Extraordinary Shanghai Stock Huayou Cobalt on
General August 15, | Exchange Resolutions  of  the
Meeting of | 2023 http://www.sse.com.cn August 16, 2023 Second  Extraordinary
Shareholders General Meeting of
in 2023 Shareholders in 2023
The  Third Website of the Announcement of
Extraordinary Shanghai Stock Huayou Cobalt on
General September Exchange Resolutions of the Third
Meeting of 27,2023 http://www.sse.com.cn September 28, 2023 Extraordinary  General
Shareholders Meeting of Shareholders
in 2023 in 2023
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| in 2023 | | | | Shareholders in 2023

The extraordinary general meeting of shareholders convened at the request of preferred shareholders with
resumed voting rights

OApplicable VNot applicable

Description of the general meeting of shareholders
CApplicable VNot applicable
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IV. Changes in directors, supervisors, and senior officers

(I) Changes in shareholding and compensation of current and departing directors, supervisors and senior officers during the reporting period
VApplicable ONot applicable

Unit: Share
Total pre-tax
compensation | Whether or
Change received not received
Shares held Shares held | in from the | compensation
. Term | at the Reason for the P
Name Position Gender | Age | Term start - at the end of | shares Company from a
end beginning of . change .
the year during during  the | related party
the year .
the year reporting of the
period Company
(RMB’0,000)
May
Chen Chairman | Male |63 | March 24 147° | 110006461 | 110,006461 |0 802.9392 No
Xuehua 2008 2026
Director, May Implementation
cren | General Male |51 | MM 2117 520,000 670,000 150,000 |of  equity | 660.8390 No
ghang Manager 2026 incentive plan
Vice Implementation No
Fan Chairman, January 6 May of equity
ANg Deputy Male 62 y o 17, 325,000 425,000 100,000 | incentive plan 493.7729
Qixue 2020
General 2026
Manager
Director,
Deputy
General February
Wang Jun Manager, Male 54 22 2023
Chief ’
Financial
Officer
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Xiuliang Director 2022 17,
2026
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Mr. Chen Hongliang, male, born in 1973, is of Chinese nationality. He holds a junior college degree. Mr. Chen Hongliang used to work in Agricultural

Chen Bank of China Tongxiang Sub-

Hongliang
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Qian Bolin

Mr. Qian Bolin, male, born in November 1960, is a member of the CPC. With a bachelor’s degree, Mr. Qian is a certified tax agent and senior
accountant. From August 1981 to October 1997, Mr. Qian worked with Hangzhou Material Recycling Corporation, serving successively as Deputy
Chief and Chief of Finance Section, Deputy General Manager and Chief of Finance Section of the Corporation; from November 1997 to December
2013, he worked with Zhonghui (Zhejiang) CTA Firm, serving successively as Deputy Director and Director, Manager of Finance Department and
Chief Financial Officer; from December 2013 to present, he has been working with Zhonghui CPA LLP. Mr. Qian has served as an independent
director of the Company since April 2020.

Zhang
Jiangbo

Xi Hong
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Mr. Zhang Jiangbo, male, born in 1982, is of Chinese nationality, with no overseas permanent right of abode. He has a bachelor’s degree. Mr. Zhang
Jiangbo once served as the legal affairs supervisor of Taizhou Baiyun Economic Development Corporation and the manager of the contract department
of ROHO Investment (Group) Co., Ltd. Mr. Zhang joined the Company in August 2011 and has served as the head of legal affairs, Deputy Director of
the Investment and Legal Affairs Department and Director of the Legal Affairs Department of the Company. Mr. Zhang Jiangbo now serves as
Chairman Supervisor and Chief Legal Officer of the Company.

Ms. Xi Hong, female, born in 1969, is of Chinese nationality, with no overseas permanent right of abode. She has a bachelor’s degree. Ms. Xi
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branch. He also served as president of Jiaxing branch of China Merchants Bank. Mr. Qian Xiaoping joined the Company in October 2018 and now
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(1) Positions held by current and departing directors, supervisors and senior officers during the
reporting period

1. Positions held in shareholder entities

VApplicable CONot applicable

Name Entity Position Term start Term end
Chen Xuehua Huayou Holding Chairman December 2006

Chen Hongliang Huaxing Trading Chairman April 2007

Zhang Binghai Huaxing Trading
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Chen _ Director August
Hongliang Huayuan Copper Company Limited 2019
Chen ORIENT INTERNATIONAL MINERALS September
. & RESOURCE (PROPRIETARY) | Executive Director P
Hongliang LIMITED 2006
Chen PEACEFRIEND INVESTMENT | Director October
Hongliang LIMITED 2017
Chen o Director October
Hongliang Huatuo Cobalt Company Limited 2017
Chen
Hongliang
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MINING(HONGKONG) LIMITED 2020
Fang Qixue Huatuo Cobalt Company Limited Director ZNC;)Z\/(()ember
Fang Qixue Huayou International Cobalt (Hong Kong) | Director November
9 Company Limited 2020
Fang Qixue HUATUO INTERNATIONAL | Director September
g DEVELOPMENT PTE. LTD. 2021
Fang Qixue Huasheng Nickel (Hong Kong) Limited Director %enguzary
Fang Qixue Huaxing Nickel (Hong Kong) Limited Director ;enguzary
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Xiamen Minglu Yuhui Investment Co.,

Zhu Guang Ltd

Supervisor
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Technology Company Limited 2017
Xi Hon Quzhou Huayou Environmental Protection | Supervisor September
g Technology Co., Ltd. 2022
Xi Hong Quzhou Hangyang Huayou Gas Co., Ltd. Supervisor July 2023
Xi Hon Guangxi Huayou New Energy Technology | Supervisor April
g Co., Ltd. 2021
Xi Hong Guangxi Huayou New Materials Co., Ltd. Supervisor ?éjznll
Xi Hon Quzhou Huayou Resource Recycling | Supervisor September
g Technology Company Limited 2023
Xi Hong Etl:jalmg Import & Export (Tongxiang) Co., | Supervisor May 2021
Xi Hong Ettéashan Import & Export (Wenzhou) Co., | Supervisor May 2021
Xi Hong Huawang Import & Export (Tongxiang) | Supervisor May 2021
Co., Ltd.
Xi Hon Guangxi Huayou Construction Project | Supervisor February
g Management Co., Ltd. 2021
Xi Hong Ettzjajlan Import & Export (Wenzhou) Co., | Supervisor June 2022
Xi Hong Huazheng Import & Export (Tongxiang) | Supervisor June 2022
Co., Ltd.
Xi Hon Huashan Import & Export (Tongxiang) | Supervisor March
g Co., Ltd. 2021
Xi Hon Tongxiang Huashi Import & Export Co., | Supervisor November
g Ltd. 2020
Xi Hong Etl:jake Import & Export (Wenzhou) Co., | Supervisor May 2021
Xi Hong Etl:jaxun Import & Export (Tongxiang) Co., | Supervisor May 2021
Xi Hong Zhejiang Youging Trading Co., Ltd. Supervisor May 2019
Xi Hon Beijing Youhong Yongsheng Technology | Supervisor August
g Co., Ltd. 2020
Xi Hong Beijing Huashan Yongsheng Technology | Supervisor May 2021
Co., Ltd.
Xi Hong Tongxiang Hua’ang Trading Co., Ltd. Supervisor 'ZA‘SJESJSt
Xi Hong PT. HUAFEI NICKEL COBALT Supervisor
Xi Hong PT. HUASHAN NICKEL COBALT Supervisor
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Yaozhong Ltd.
Chen Bamo Technology Hungary Kft Executive Director December
Yaozhong 9y gary 2022
XU Wei Quzhou Huayou Cobalt New Materials Co., | Director, General June 2016
Ltd. Manager
. Quzhou Huayou Resource Recycling . . December
Xu Wel Technology Company Limited Executive Director 2016
Xu Wei Guangxi Huayou New Materials Co., Ltd. Executive Director %’2”1'
Xu Wei
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Shen Jianrong Supervisor Departure Departure upon expiry
of term of office

Zhang Binghai Deputy  General | Departure Departure upon expiry
Manager of term of office

Zhou Qifa Deputy  General | Departure Departure upon expiry
Manager of term of office
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The 11th meeting of the | September Announcement of Huayou Cobalt on Resolutions of the
Sixth Board of Directors 11, 2023 11th meeting of the Sixth Board of Directors
The 12th meeting of the | October 24, | Announcement of Huayou Cobalt on Resolutions of the
Sixth Board of Directors 2023 12th meeting of the Sixth Board of Directors
The 13th meeting of the | December 4, | Announcement of Huayou Cobalt on Resolutions of the
Sixth Board of Directors 2023 13th meeting of the Sixth Board of Directors

9, " LUHFIRUV] SHUIRUPDQFH RI GXWLHV

() Attendance of directors at the meeting of the Board of Directors and the general meeting of

shareholders

Independ
ent
director
or not

Name
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(111) The Nomination Committee held 3 meetings during the reporting period

Other information

Date of Key opinions and about the
the Contents of the meeting yop .
meeting recommendations perform_ance of
duties
February 1. Deliberated and approved the Proposal on the | None
22,2023 Appointment of Vice General Managers
April 26, | 1. Deliberated and approved the 2022 Work | None
2023 Report of the Nomination Committee under the
Board of Directors
2. Deliberated and approved the Proposal on the
Election  of  Non-independent  Director
Candidates for the New Board of Directors
3. Deliberated and approved the Proposal on the
Election of Independent Director Candidates for
the New Board of Directors
May 18, | 1. Deliberated and approved the Proposal on | None
2023 Appointment of the President
2. Deliberated and approved the Proposal on the
Appointment of Vice President and Chief
Financial Officer
3. Deliberated and approved the Proposal on the
Appointment of the Secretary of the Board of
Directors
(IV) The Remuneration and Appraisal Committee held 5 meetings during the reporting period
Date of o Other information
the Contents of the meeting Key oplnlons_and about the
meeting recommendations perform_ance of
duties
January 1. Deliberated and approved the Proposal on the | None
9, 2023 Repurchase and Cancellation of Some
Restricted Shares
2. Deliberated and approved the Proposal on the
Achievement of the Unlocking Conditions for the
First Unlocking Period of the Restricted Shares
Reserved for Second Grant under the 2021
Restricted Stock Incentive Plan
April 26, | 1. Deliberated and approved the Proposal on the | None
2023 Remuneration of Directors, Supervisors, and
Senior Officers for Year 2022
June 19, 1. Deliberated and approved the Proposal on the
2023 Adjustment of the Repurchase Price of
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Restricted Shares

2. Deliberated and approved the Proposal on the
Repurchase and Cancellation of Some
Restricted Shares

3. Deliberated and approved the Proposal on the
Achievement of the Unlocking Conditions for the
Second Unlocking Period of the Restricted
Shares First Granted under the 2021 Restricted
Stock Incentive Plan
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the Company and Its Summary

2. Deliberated and approved the Proposal on the
‘Measures for the Implementation and
Assessment Management of the 2023 Restricted
Stock Incentive Plan’ of the Company

August
29, 2023

1. Deliberated and approved the Proposal on
Adjustment of the Matters Relating to the First
Grant of Incentives Shares under the 2023
Restricted Stock Incentive Plan

2. Deliberated and approved the Proposal on the
First Grant of Restricted Shares to Incentive
Recipients

None

(V) The Strategy Committee held 1 meeting during the reporting period

Date of
the
meeting
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Junior college 3,833
High school and below 17,538
Total 29,548

(1) Employee compensation policy
VApplicable CONot applicable

Compensation and benefits serve as material security for employees’ right to existence and right to
development. Adhering to the principle that the salary is competitive in the industry and region in which the
Company operates, the Company has been making continuous efforts to improve the salary standard of its
employees. Subject to the requirements of laws and regulations, the Company implements a comprehensive
working hour system for primary level employees and a standard working hour system for managerial and
technical staff. The Company controls overtime work strictly to protect the employees’ right to have rest.
Overtime pay is provided for working on holidays in accordance with the law, and compensatory leaves are
prioritized for overtime on weekends. The Company has devised a reasonable salary structure, which
includes job level salary, monthly performance salary, skill allowance, management allowance, overtime pay,
post allowance, night shift allowance, annual performance salary, incentive bonus and other allowances and
subsidies. Based on the value of “striver-oriented”, the distribution system has materialized the Company’s
distribution concepts of “results oriented performance heroes” and “favoring the strivers”. This does not only
present a reasonable reward to employees for their work, but also motivates them to keep improving their
professional competence. The distribution system has reflected the cultural concept of “high performance,
high income; enhanced performance of the enterprise, increased income of its employees”. In 2023, the
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of year during the period period
reporting (RMB)
period
Chen Director, 422,500 150,000 25.38/share | 175,500 | 397,000 | 397,000 32.93
Hongliang | President
Fang Vicg
. Chairman, 266,500 100,000 25.38/share | 110,500 | 256,000 | 256,000 32.93
Qixue . .
Vice President
Director, Vice
President,
Wang Jun | Chief 0 100,000 25.38/share | 0 100,000 | 100,000 32.93
Financial
Officer
\C(zgghong Vice President | ;45 55 100,000 2538/share | 55250 | 178,000 | 178,000 32.93
Xu Wei Vice President | 133,250 100,000 25.38/share | 55,250 178,000 | 178,000 32.93
\F(ir;% Vice President | ¢ 55 50,000 25 38/share | 44,200 | 112,400 | 112,400 32.93
Wu Vice President | 446 559 50,000 25.38/share | 20,800 135,800 | 135,800 32.93
Mengtao
Secretary  of
Li Rui the Board of | 65,000 22,000 25.38/share | 27,040 59,960 59,960 32.93
Directors
Total / 1,233,700 | 672,000 / 488540 | 1,417,160 | 1,417,160 |/

(1V) Appraisal mechanism for senior officers and the establishment and implementation of incentive
mechanisms during the reporting period

VApplicable ONot applicable
During the reporting period, the Remuneration and Appraisal Committee of the Board of Directors
performed appraisals and formulated compensation plans for the senior officers based on indicators such as
the performance results achieved during the reporting period. Following the Company’s philosophy of
“results oriented performance heroes”, the compensation plan takes into account the average compensation
standards of the industry and region in which the Company operates in light of the actual situation of the

Company, and links the compensation of senior officers to the Company’s profitability, results of the annual

business objectives as well as the individual performance capacity of the senior officer. While focusing on
the scientific nature and balancing the incentive effect of the appraisal, the plan further improves the
Company’s mechanism of performance appraisal of senior officers and enhances the enterprising spirit and
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guarantees, and external investments; Third, the Company has applied classified control to each subsidiary
by business under the principle of combination of management, empowerment and goal orientation and
aiming at the development objectives of improving quality, efficiency, transformation and upgrading.

XIV. Internal control audit reports
VApplicable ONot applicable

The Company prepared and disclosed the 2023 Annual Internal Control Evaluation Report, and Pan-China
Certified Public Accountants LLP audited the Company’s internal control and issued a standard unmodified
Internal Control Audit Report. The Internal Control Audit Report is available on the website of Shanghai
Stock Exchange (http://www.sse.com.cn).

Whether internal control audit report is disclosed: Yes
Type of internal control audit report: Standard unmodified report

XV. Rectification of issues identified in the self-examination of the special action on
governance of listed companies

To implement the spirit of Opinions of the State Council on Further Improving the Quality of Listed
Companies (Guofa (2020) No. 14), the Company has made active efforts to conduct special self-examination
of corporate governance strictly against the Company Law, Securities Law, Standardized Operation of Listed
Companies and other relevant laws and regulations as well as its internal rules and policies in accordance
with the requirements of the CSRC’s special action on governance of listed companies. Based on the list of
special self-examination on governance of listed companies, the Company made careful and thorough
review to identify existing problems and summarize lessons learned in corporate governance and completed
the special self-examination on time.

During the reporting period, the Company generally operated in a standardized and well-governed manner,
and no major problems were identified during the self-examination. The Company will make continuous
efforts to implement the spirit of further improving the quality of listed companies, to constantly enhance the
level of corporate governance, and to promote high-quality development.

XVI. Others
CApplicable vVNot applicable
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Section V' Environmental and Social Responsibility

I. Environmental information

Whether mechanisms related to environmental | Yes
protection have been established

Investments in environmental protection during the | 58,757.66
reporting period (Monetary unit: RMB’0,000)

(1) Description of environmental protection of the Company and its subsidiaries that are key pollutant
discharging units announced by the environmental protection authorities
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are commissioned to qualified units for treatment.

Noise treatment measures: Noise reduction and vibration reduction measures such as
reasonable arrangement of noise equ