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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. Absent directors

Title of absent director
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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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Section I Definitions

l. Definitions

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

Definitions of Common Terms

Reporting Period Year 2023
CSRC China Securities Regulatory Commission
SSE Shanghai Stock Exchange
CSDC China Securities Depository and Clearing Co., Ltd.
GDR Global depository receipt
LESSC ompany, Company or Ningbo Shanshan Co., Ltd.
Shanshan Holdings Shanshan Holdings Co., Ltd.
Shanshan Group Shanshan Group Co., Ltd.
Pengze Trading Ningbo Pengze Trading Co., Ltd. ( u M )
Yinzhou Jielun ngslo szho)u Jielun Investment Co., Ltd. (
i o]
Yonggang Garment NlngboMYonggang)J Garment Investment Co., Ltd. (
Shanjin Nanjing Shanjin Optoelectronics (Nanjing) Co., Ltd.
Shanjin Guangzhou Shanjin Optoelectronics (Guangzhou) Co., Ltd.
BASF Shanshan BASF Shanshan Battery Material Co., Ltd.
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Section 11 Company Profile and Key Financial Indicators

I.  Company Information

Chinese name of the Company

3s M

Chinese abbreviation of the Company 33

Foreign name of the Company NINGBO SHANSHAN CO., LTD.
Foreign abbreviation of the Company NBSS

Legal representative of the Company Zheng Ju

I1. Contact Details

Board secretary

Securities representative

Lin Feibo

Name Chen Ying
F/28, Shanshan Plaza, 777 Rili Middle Road,
Address Yinzhou District, Ningbo City, Zhejiang

Province
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Net profits
attributable to
shareholders of the
listed company

Net profit
attributable to
shareholders of the
listed company, net

572,600,345.88

440,491,190.79

189,089,857.07

-436,843,551.67
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1 — NJ as non-recurring profit or loss
items with significant amount, 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 (lj
NJ as recurring profit or loss items should be specified.
OApplicable v Not Applicable

XI. Items Measured at Fair Value
VApplicable CNot applicable

1

Unit: Yuan Currency: RMB
. Change during the Amount qf Impact .
Item Opening balance - on the profits for the Closing balance
period period
Other 749,414,590.01 92,842,065.00 82,842,065.00 842,256,655.01
equity
instrument
investment
Other 198,154,599.78
non-current 4,070,684.23 -4,436,000.00 202,225,284.01
assets
Receivable | 515 949 842 96 306,770,361.66 819,020,204.62
financing

10
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anode materials, with market share further increased. According to ICC, in 2023, the Company's

production of artificial anode materials accounted for 19% in China, ranking first in the industry.

The details are as follows:

12
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Promoting cost leadership strategy and focusing on cost reduction and efficiency
enhancement

Facing the profitability pressure brought about by the decline of product prices, the Company

enhanced cost reduction and promoted the work of cost reduction with full force. On the one hand, we

13
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process upgrades, and raw material strategy adjustments, resulted in a year-on-year decline in unit costs
of the products and a narrowing of expenses year-on-year. Meanwhile, the Company's subsidiaries,
Shanjin Nanjing and Shanjin Guangzhou, were certified as High and New Technology Enterprises

during the Reporting Period, which resulted in a year-on-year decrease in income tax for the year. The

14
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control measures and production process innovation. On the other hand, we promoted cost reduction and
operational efficiency improvement through initiatives such as upgrading the level of intelligence to
achieve cost competitiveness.

In terms of raw materials, the Company continued to promote the diversification, localization and

autonomy of raw materials, and strengthened the strategic cooperation with global leading

15



2023 Annual Report

respectively, with year-on-year growth rates of 18.3% and 48.0%, respectively. The rapid growth of new
energy vehicle sales has driven significant increase in global power battery shipments, with global
power battery shipments reaching 865.2GWh in 2023, up 26.5% year

16
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Ministry of Manufacturing high-quality supply of lithium battery, energy storage
Finance Industry in products.
2023-2024
Seven To support the expansion of new energy vehicle
departments consumption. To properly implement the existing
including ;,/Xa\ (E)rill(i;fgggvﬁa vehicle and vessel tax, vehicle purchase tax and other
August 2023 Ministry of . g orov preferential policies for NEVs, enhance the NEV
in the Automotive . T . :
Industry and Sector (2023-2024) subsidy fund liquidation audit work, and actively expand
Information the proportion of personal consumption of new energy
Technology vehicles.
q Four Implementation To focus on the field of lithium-ion batteries, including
epartments .
: . Plan for the the development of basic general standards such as
m_cl_udlng Standardization battery carbon footprint, traceability management
August 2023 Ministry of Pilot Proiect f ' '
Industry and ilot rOJect_or
Information New Industries
Technology (2023-2035)

17
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On 13 March 2024, the State Council issued the Action Plan for Promoting Large-Scale Equipment
Renewal and Consumer Goods Trade-in, proposing to coordinate the expansion of domestic demand and
deepen the supply-side structural reform, and to implement the four major actions of equipment renewal,
consumer goods trade-in, recovery and recycling, and standards upgrading. As one of the upstream key
raw materials for TV and other types of display panels, the polarizer is expected to benefit from the

current round of favorable trade-in policy.

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. The Company is the first company engaged in
research and development and production of artificial graphite anode materials for lithium ion batteries
in China. With more than 20 years of research and development and industrial production practice in the
field of lithium battery materials, it is a global leader in anode materials field. The company became the
global polarizer leader through the acquisition of LG Chem's LCD polarizer business in 2021, thus
forming a new pattern of dual-main business development. In the era of electrification and
intellectualization, the Company will enhance its global competitiveness by focusing on the
development of anode materials and polarizer businesses, with an aim to become a respected global

high-tech enterprise.

In order to focus on the development of its core business, the Company has promoted the
divestment of non-core businesses. As at the date of disclosure of this Report, the sale of part or all of
the equity interests in the subsidiaries related to the electrolyte business and photovoltaic business has
been completed, and the electrolyte business and photovoltaic business are no longer included in the

Company's consolidated financial statements.

(1) Anode Material Business
1. Business profile

The Company’s anode materials business covers the R&D, production and sales of anode materials
for lithium-ion batteries. The main product,841.92 reW* nBT/1 TmMCID 61/Lan3Q EMC355480MCID 42/La EMC35
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‘ anode materials batteries for EVs

2. Operating model

(1) Procurement

The Company adopts a management model combining centralized and decentralized procurement.

For raw and auxiliary materials, production equipment, testing equipment, logistics and
transportation, general consumables and others required for production, the supply chain center of each
business segment integrates the demand of each factory, collaborates with R&D, technology, quality and
others to select superior suppliers, and the headquarters of each business centralizes pricing through
bidding, competitive negotiation, price comparison and cost analysis, and signs framework agreements.
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

According to the principle of production based on sales, the Company plans monthly in accordance
with the sales plan, and produce and reserve products based on the production plan and market forecast
in advance in order to meet the needs of customer orders, shorten the delivery cycle, and improve the
rate of order fulfillment and customer satisfaction. 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.

19
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3. Market status of products

Data from ICC showed that the Company’s production of artificial graphite, an anode material,
ranked first worldwide for three consecutive years in 2023. The Company continued to stay in the lead
in product technology. In particular, for fast-charging products, the Company has established deep
technical barriers based on its prospective strategic deployment, maintaining a leading share in
downstream applications and realizing the generational advantage of its products;  The Company kept
making technological breakthroughs in silicon-based anode products, gaining recognition from

customers at home and abroad, and realizing batch supply.

4. Competitive edge and weakness

For details, please refer to the Section IV “Analysis on Core Competitiveness During the Reporting

Period” in this Chapter.
5. Key performance drivers

(1) Rapid-growing NEV and energy storage industries worldwide in 2023

Data from EVTank shows that global NEVs sales reached 14.653 million units in 2023, with an
increase of 35.4% year on year. According to CAAM, China's annual NEVs sales stood at 9.495 million
units in 2023, up 37.9% year on year.

Amid the development of global new energy, the demand for energy storage industry worldwide is
growing rapidly. Global shipments of energy storage batteries amounted to 224.2GWh in 2023, with a
year-on-year growth of 40.7%, according to EVTank data.

Triggered by the downstream demand for NEVs and energy storage, the demand for lithium battery
materials continued to grow. Data from ICC showed that the production of anode materials worldwide
hit 1.7621 million tons in 2023, up 20% year on year.

(2) Consolidating technical advnatages of products, deepening partnership with customers

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 maintained a leading share in
downstream applications with excellent performance. The Company's cooperation with global leading
battery companies has been further deepened, and sales to major customers have increased significantly

year on year.

(1) 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

20
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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, mobile phones and commercial display. The purposes of products are as

follows:

Product Purpose End product Image

Polarizer is the core optical

Polarizer

21
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5. Key performance drivers
(1) Panel capacity transfer drives up the supporting demand in mainland China

The global deRsplayce Panel c7t( )-11(deRs(( )-0(s9(h8)3(f)3(t)5(i)5(n( )-113(t)on( )-11n m)5(ai)6(nl)5(an)12(( )-
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mass production incubation technology team, we can realize the rapid mass production of the products
developed. Our anode material business leads the industry in the research and development of high-end

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

In terms of high-end products, the Company's self-developed high energy density and fast charging,
silicon-based anode, hard carbon and other product technologies are in the forefront of the industry.
High-capacity fast-charging anode materials
The Company has broken through the technical bottleneck of high energy density fast charging,
achieving constant iteration and upgrading of fast-charging products. In terms of consumer fast-charging
products, we maintain a leading market share, and have achieved bulk shipment of 5C products and
delivery of over one ton of 6C products. In terms of power fast-charging products, our shipments have
grown rapidly. We have achieved large-scale supply of 4C and 5C products, and completed the customer
identification for 6C products, which is under batch stability verification now. We have further expanded
our technological leadership in fast-charging products and achieved generational leadership in the
fast-charging product system.
Silicon-based anode materials
The Company kept making technological breakthroughs in silicon-based anode products, gaining
recognition from customers at home and abroad, and realizing batch supply. Silicone oxygen products
have been supplied to overseas leading customers in bulk, with loading completed. In addition, we have
solved the problem of low-temperature cycling of second-generation silicone oxygen, and the related
products have been exported to overseas leading power tool companies. Silicon-carbon products are
undergoing constant iteration. The new generation silicon-carbon products stayed ahead in the tests
among leading customers, and the related core technology has been granted with patents in the U.S. and
Japan.
Hard carbon anode products
Our hard carbon anode products are leading in capacity, high temperature and processing
performance. The self-designed 1,000-ton hard carbon production line has been put into production,
realizing batch application in the fields of sodium battery, lithium battery (including semi-solid-state

batteries) and supercapacitor.
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functional granulating agents and coating agents required for the performance of anode materials, and
tailor-made raw materials for anode products with different characteristics. The Company's unique raw

material allocation technology ensures the stability and adaptability of raw materials from the source.

As of 31 December 2023, in terms of anode materials, we had 279 authorized patents, including

213 invention patents (including 6 international patents) and 66 utility model patents.
2. Superior client mix and continuous improvement in clients’ recognition

Thanks to the long-term accumulation in lithium battery material field and the high-quality
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carried out all-round cooperation in the fields of needle coke, petroleum coke, and calcined coke to
ensure the stability and safety of the Company's raw material supply. In addition, we have built a
professional team to analyze the market situation, so as to ensure the supply while leveraging the price
advantage of bulk purchasing. In order to meet the needs of overseas customers, we have extensively
developed overseas raw materials, verified them in large quantities, and established resource pools to

ensure the safety of overseas raw materials supply.
(1) Analysis of Core Competitiveness of Polarizer
1. Deep technology accumulation and cutting-edge R&D and innovation advantages

As a leading enterprise in the polarizer field, the Company has leading technology advantages.
Relying on 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. The
Company has passed the certification of national high-tech enterprises, and has won a number of
honorary titles such as national green factory, national intelligent manufacturing excellent scene,

provincial intelligent manufacturing demonstration factory, and Nanjing Top 100 Enterprises.

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

26
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which 1,149 patents have been authorized (including 901 overseas patents), covering 1,067 invention

patents, 74 utility model patents, and 8 appearance patents.

2.

27



2023 Annual Report

HKC, TIANMA, Qunchuang, etc., which allows us to 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

Item Amount for the current period Amou_nt for the same Change ratio
period last year (%)

Operating 19.070.225.164.95 21,701,617,268.32 1213
revenue oo '
Operating 15.977 211.092.07 16,487,393,265.82 -3.09
costs oo '
Selling 244.538,146.16 281,388,497.37 13.10
expenses
Administrative 667,987,389.88 712,963,820.79 6.31
expenses
Research and 868,297,281.53 952,572,270.06 -8.85
development
expenses
Financial 466,934,452.30 696,006,674.19 -32.91
expenses
Net cash flows 506,497,694.79 -139.12
from operating -198,131,598.40
activities
Net cash flows -4,949,147,970.42 N/A
from investing -4,487,403,534.50
activities
Net cash flow -328,949,318.47 N/A
from financing 4,801,858,298.19

activities
Effect of
foreign
exchange rate
changes on
cash and cash
equivalents
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income

Gain on

disposal of -29,243,200.41 -6,132,804.13 N/A
assets

Other income 502,191,965.25 173,791,345.88 188.96
Non-operating 9,644,486.01 15,111,498.35 -36.18
revenue

Non-operating 61,990,281.81 17,397,835.72 256.31
expenses

Income  tax

expenses 223,686,158.65 569,677,258.05 -60.73
Net profit

attributable to

owners of 765,337,842.07 2,691,262,599.60 -71.56
parent

company

Profits and

losses

attributable to -517,645.31 134,138,300.39 -100.39
minority

interests

Other

comprehensive

income

attributable to 72,925,803.47 -118,833,540.22 N/A
owners of the

parent

company, net

of tax

Reasons for over 30% changes yoy:

Reasons for the change in financial expenses: It was mainly due to the decrease in the Company's loan
interest rate and foreign exchange losses during the Reporting Period.

Reasons for the change in net cash flows from operating activities: It was mainly due to the increase
in raw material purchases and the decrease in tax rebates received by the polarizer business during the
Reporting Period, which resulted in the decrease in the net cash flow of operating activities.

Reasons for the change in net cash flow generated by financing activities: It was mainly due to the
increase in net bank loans obtained by the Company during the Reporting Period as compared to the
previous year.

Reasons for the change in the effect of foreign exchange rate changes on cash and cash equivalents:
It was mainly due to the change in foreign exchange rates.

Reasons for the change in taxes and surcharges: It was mainly due to the increase of corporate real
estate tax, land use tax and other taxes and duties during the Reporting Period.

Reasons for the change in credit impairment losses: It was mainly due to the provision of bad debt
losses by the Company for the increased accounts receivable of the Ulicaand polarizer business
according to certain proportion during the Reporting Period.

Reasons for the change in asset impairment losses: It was mainly due to the provision for impairment

of goodwill during the Reporting Period and the provision for loss on impairment of inventories in the
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Profile of principal businesses by sales model

Sales model | Operating revenue | Operating costs Gross Increase/Decrease in operating revenue | Increase/Decrea:
P g P g margin (%) as compared with last year (%) compared v
Directsales g 895,040,365.41  15,929,223,872.54 15.70 -
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Product

Labor cost 26,376.09 3.18 26,908.33 3.55
(I;lloz?ufacturermg 163,069.46 19,68 181497 17 .
By product
Amount Percentageof ... Percentage of

Cost item

total cost for the
current period
(%)

incurred in the
current period

same period
last year
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The sales to the top five customers reached RMB1,0681.1465 million, accounting for 56.01% of the
annual operating revenue, 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 during the Reporting Period
CApplicable v Not Applicable

B. Major suppliers

VApplicable CINot applicable

Procurement from the top five suppliers amounted to RMB4,885.3105 million, accounting for 21.11% of
the total procurement for the year; among which, procurement from related parties was RMBO,
accounting for 0% 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 during the Reporting
Period

CApplicable v Not Applicable

3. Expenses

VApplicable CINot applicable
Unit: Yuan  Currency: RMB

Reasons for

. Change significant
Expense items 2023 2022 (%) year-on-year
changes
Selling expenses 244,538,146.16 281,388,497.37 -13.10
Administrative expenses 667,987,389.88 712,963,820.79 -6.31
Mainly due to the
decrease in  the
Company's loan
Financial expenses 466,934,452.30 696,006,674.19 -32.91 | interest rates and

foreign exchange
losses during the
Reporting Period.

Research and development

868,297,281.53 952,572,270.06 -8.85
expenses

Mainly due to the
fact that two
subsidiaries in the
polarizer  business
were rated as
high-tech enterprises
during the Reporting
Period, which were
subject to a reduced
enterprise  income
tax of 15%; and the
decrease in the total
profit of the
Company, which led
to the decrease in the
income tax expense.

Income tax expenses 223,686,158.65 569,677,258.05 -60.73

4. Research and development investment
(1). Research and development investment statement
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VApplicable CINot applicable

Unit: Yuan
Expensed research and development 868,297,281.53
investment for the current period
Capitalized research and development 0
investment for the current period
Total research and  development 868,297,281.53
investment
Percentage of total research and 4.55
development investment over operating
revenue (%)
Ratio of capitalized research and 0

development investment (%)

35
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(111) Analysis on assets and liabilities
VApplicable CINot applicable

1. Assets and liabilities
Unit: Yuan
Change
ratio of
amount
. at the
Proportion
. end of
Proportion of the
the
of the amount at current
amountat | Amountattheend | the end of .
Amount at the end . period .
Item . the end of of the previous the Explanation
of the Period . . . VS
the Period period previous
_ S amount
in total period in at the
assets (%) the total d of
assets (%) enao
the
previous
period
(%)
It was mainly
due to an
increase in the
Notes use of notes
. 585,465,243.69 1.21 227,833,088.02 0.51 156.97 | for the anode
receivable .
business
during the
reporting
period.
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Change
ratio of
amount
. at the
Proportion end of
Proportion of the
the
of the amount at current
Amount at the end amountat | Amount attheend | the end of eriod
Item . the end of of the previous the P Explanation
of the Period . . ) VS
the Period period previous
) S amount
in total period in at the
assets (%) the total end of
0,
assets (%) the
previous
period
(%)
were

transferred to
the assets
held for sale
account at the
end of the
previous year,
and the
equity
transfer was
completed
during the
reporting
period. In
addition, the
Company
signed the
equity
transfer
agreement for
Ulica during
the reporting

period and
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Proportion
Proportion of the
of the amount at
Amount at the end amountat  Amount at th_e end the end of
of the Period the end_ of of the previous th_e
the Period period previou

in total
assets (%)
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Item

expense

Amount at the end
of the Period

Proportion
of the
amount at
the end of
the Period
in total
assets (%)

Amount at the end
of the previous
period

41

Proportion
of the
amount at
the end of
the
previous
period in
the total
assets (%)

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

Explanation

amortization
of the
Company's
fixed asset
improvement
expenditures
and the
transfer of
Ulica's

long
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Change
ratio of
amount
. at the
_ Proportion end of
Proportion of the
the
of the amount at current
Amount at the end amountat | Amount at th_e end | the end of period _
Item . the end of of the previous the Explanation
of the Period . . ) VS
the Period period previous
) P amount
in total period in at the
assets (%) the total end of
assets (%) the
previous
period
(%)
deferred
income  tax
assets and
deferred
income  tax
liabilities
shall be
adjusted in
accordance
with the
provisions.
The anode
business and
polarizer
business were
subject to
such
treatment
during the
reporting
period.
It was mainly due to the
expansion of the
Company's business
Short-term 6,697,084,945.67 13.82 | 3,928,471,986.16 8.74 70.4g | during  the - reporting
borrowings period, which led to an
increase in working capital
loans and notes
discounting
It was mainly due to the
Notes payable 824,517,193.64 170 | 2,039,758,654.61 454 5958 | pelny of notes payable
or anode business during
the reporting period
The main reason is that the
Company  signed the
equity transfer agreement
Contractual 12,376,375.15 003| 6081511178 014 | -79.65 | for Ulica and its
liabilities subsidiaries in the

photovoltaic business
during the reporting period
and  transferred  their
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Proportion
Proportion of the
of the amount at
Amount at the end amountat Amount at th_e end theend of
of the Period the end_ of of the previous th_e
the Period period previous

in total
assets (%)
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(1) Asset size

Among which, overseas assets were 149,994,775.73 (Unit: Yuan Currency: RMB), accounting for
0.31% of the total assets.

(2) Description of the relatively high proportion of overseas assets
CApplicable 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 right of use is restricted are

referred to Note “V. (22) Assets with restricted ownership or right of use” to the financial statements.

4. Other explanations
CApplicable v Not Applicable

(1V) Industry analysis
VApplicable v Not Applicable

1. Analysis of operational information of anode material industry
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(RMB0’000) (%)

Shanshan New
Material (Hong 731.01 Anode 87.0770 New subsidiary
Kong) Co., Ltd.

Yunnan Shanshan
New Material Co., 174,000.00 Anode 87.0770 | Capital in place
Ltd.

Ningbo Shanshan
Silicon-based
Materials Co,,
Ltd.

9,000.00 Anode 87.0770 | Capital in place

Shanshan New
Material
(Luxembourg)
Co., Ltd.

771.10 Anode 87.0770 New subsidiary

ShanJin
Optoelectronics
(Zhangjiagang)
Co., Ltd.

30,000.00 | Polarizer 100.00 | Capital increase

ShanJin
Optoelectronics
(Yangzhou) Co.,
Ltd.

10,000.00 | Polarizer 100.00 New subsidiary

ShanJin
Optoelectronics
(Mianyang) Co.,
Ltd.

20,000.00 | Polarizer 100.00 | Capital in place
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climbing

The lithium ion
battery  silica-based
anode material Self-owned | The phase |
integration base 375,000.00 29,810.96 40,865.17 fund + project is under
project of Shanshan financing | construction
with  the  annual
output of 40,000 tons
The LCD polarizer Line 1 has
production line achieved  mass
project  with  an Self-owned production  and
annual output of 40 218,700.00 72,881.57 170,262.27 _fund_+ Line 2 is in the
- financing .
million square meters stage of pilot
in Zhangjiagang production
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Opinions of the independent directors

Since the Company completed the delivery of the Major Asset Purchase in mainland China, it has
integrated the underlying assets in terms of business, assets, finance, personnel and institutions, and
achieved effective control over the underlying assets. During the Period, the underlying assets
maintained steady development. We believe that the Company has established a long-term and effective
operation and management mechanism for the underlying assets, and has realized effective integration,

which is in the interests of the Company and all the shareholders.

(V1)
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Yunnan
Shanshan
New
Material
Co., Ltd.

205,000.00
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exceed 8 million tons in 2030, with a CAGR of over 20% from 2023-2030. Global anode material
demand will maintain a relatively fast rate of growth.

(2) Fast charging anode demand is expected to realize high-speed growth

According to the Development Report of High Voltage Fast Charging Industry in China prepared
by Huawei Technologies and the China Committee of Electric Vehicles 100 Members, 1.21 million units
of high voltage platform models above 800V was sold in 2023 in China, accounting for 22% of China's
pure electric vehicle sales. Sales of high voltage platform models above 800V are expected to reach 5.8
million units in China by 2026, accounting for 50% of China's pure electric vehicle sales. The rapid
growth in demand for fast-charging models will drive the demand for fast-charging anode materials to
grow at a high rate. With the technical advantages in the field of fast-charging anode, the Company will
further enhance its competitiveness and market position in the anode industry.

3) The IRA Act has forced the anode material companies to accelerate the step to go global

According to the guidance on prohibition related to clean energy vehicle tax credits under Section
30D of the IRA Act, starting in 2025, key minerals such as lithium, nickel, cobalt, graphite, and other
minerals produced in China and exported to the U.S. for use in clean energy vehicles will not be eligible
for consumer purchase subsidies. This will force power battery enterprises to require for overseas
localization of anode materials, accelerating the pace of domestic anode materials enterprises to go
overseas. The Company planned a new capacity project in Finland in 2023. The implementation of the
project will help the Company to obtain orders from overseas customers and gain a first-mover
advantage in this round of overseas market competition.
2. Polarizer business

As polarizer business has high technical, capital, certification and other industry barriers, and high
market concentration, the global polarizer capacity is mainly concentrated in the main polarizer
manufacturers, such as Shanjin Optoelectronics, Sumitomo Chemical, Nitto Denko, etc. According to
CINNO Research data, in 2023, the production capacity of the global top ten manufacturers accounted
for 98%, among which the production capacity of the top five manufacturers accounted for 79%,
showing a stable industry pattern.

In 2024, demay79%,
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shifting of display panel production capacity to mainland China, polarizer localization demand space
will be further expanded.

The Company will continue to expand its leadership in the large size segment, and accelerate the
research and development of new technologies and products in high-end LCD, OLED and in-vehicle
module, so as to fully grasp the historical opportunity brought by the local substitution in display panel

industry, continuously improve its global market share and consolidate its global leading position.

(I1) Our development strategies

VApplicable CNot applicable
The Company will continue to deepen its corporate vision of "building a respected global high-tech

enterprise and realizing sustainable and high-quality development”, and implement the important
instruction of General Secretary Xi Jinping that "we should lead industrial innovation with scientific and
technological innovation, and actively cultivate and develop new productivity". We will, while focusing
on the development of our two core businesses, anode materials and polarizers, support the development
and growth of new energy, new display and other strategic emerging industries. By focusing on
customer needs as the core, the Company has always implemented the strategy of product technology
and cost leadership, i.e., strengthening R&D investment and product innovation, continuously improving
manufacturing and operation capabilities, and stepping up efforts to reduce costs and control expenses,
in order to firmly maintain its position as a global leader and steadily improve its profitability in the

medium and long term.

1. Anode material business strategy
In terms of anode material business, based on the value orientation of "deeply empowering
customers' needs", the Company is committed to becoming an outstanding global leader in the field of
anode materials by promoting the cost leadership strategy and realizing high-quality development on the

basis of consolidating the leading technology of its products.

2. Polarizer business strategy
In terms of polarizer business, upholding the core concept of "quality and innovation”, the
Company is committed to providing customers with high-quality, stable products and services. We will
realize product iteration and upgrading through continuous R&D investment. At the same time, we will
further enrich and improve the high-end product deployment through mergers and acquisitions,
comprehensively enhance the industrial competitiveness, and consolidate and enhance our global leader

position in the field of polarizers.

(111) Business plan

VApplicable CNot applicable
1. Anode material business

1) Staying committed to products leading the industry by creating a diversified and
differentiated product matrix to build up long-term competitiveness
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Staying committed to the strategy of products leading the industry, the Company will create a
diversified and differentiated product matrix according to different demands of the downstream market,
so as to deeply empower the customers’ needs. In the consumer goods field, we mainly focus on the
development direction of digital high energy density and ultra-fast charging, as well as the exploration of
extreme graphite and the development of artificial graphite matching the new silicon-carbon system. In
the field of power, we focus on three main directions: extreme fast charging, long cycle life and low cost.
In the energy storage field, we focus on building high energy density and high efficiency products to
further meet the demand for energy efficiency of greater than 95% while improving energy density. In
terms of silicon-based anode materials, we mainly focus on the extreme cost reduction of silicon-oxygen
products, the development of high-performance new silicon-carbon materials and advanced
mass-production equipment, and the development and mass production of fast-charging and
low-expansion carbon substrates. In terms of hard carbon materials, we are mainly committed to the
development of high-capacity and high-pressure solid hard carbon materials used for sodium-ion
batteries, as well as the development of extreme low-temperature, fast-charging and high-capacity hard

carbon products in the direction of lithium doping.

2) Continuously promoting the innovation and upgrading of new processes and equipment,
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and strengthen the cooperative relationship with the leading battery enterprises and automobile

enterprises, so as to further expand the overseas market share.

2. Polarizer business
1)
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The above business plan does not constitute a performance commitment by the Company to
investors. Investors are advised to maintain sufficient risk awareness and shall understand the

difference between business plans and performance commitment.

(1V) Potential risks
VApplicable CINot applicable
1.
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environment will add to the uncertainty for the Company’s production and operation in the polarizer
business.

Countermeasures: To track the price fluctuation of upstream raw materials in a timely manner,
deepen the cooperation with upstream raw material suppliers, and continuously improve the supply
chain system, so as to secure the Company's raw materials supply chain and reduce the risk of cost
fluctuations.

4.
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(V) Others
CApplicable v Not Applicable

VII. Failure to Disclose as Per Rules Due to Inapplicability or Special Reasons, Such as State
Secrets and Business Secrets

CApplicable v Not Applicable

59



2023 Annual Report

Section IVCorporate Governance

I.  Description of Corporate Governance

VApplicable CNot applicable
During the Reporting Period, the Company continuously improved its corporate governance

structure and internal management systems in accordance with the requirements of laws and regulations
such as the Company Law, Securities Law, Code of Corporate Governance for Listed Companies and
Rules Governing the Listing of Stocks on Shanghai Stock Exchange while taking into account the

Company's actual situation. As at the date of the annual report, the Company is in compliance with the
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The Company selected and appointed supervisors in strict accordance with the procedures for the
selection and appointment of supervisors stipulated in the Articles of Association. The number of
supervisors and the composition of the Supervisory Committee were in compliance with the
requirements of laws and regulations and the Articles of Association. During the Reporting Period, the
supervisors of the Company carefully performed their duties and effectively supervised the production
and operation, financial status of the Company as well as the compliance of the directors and senior

management with laws and regulations in performing their duties, ensuring the normative operation and
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I11. General Meetings

Date of
Meeti Convening | Designated website for publication of the | publication Meeting
eeting .
date poll results of the poll resolution
results

The First
Extraordinary 23 March Website of the SSE at 24 March
Gene_r al 2023 http://www.sse.com.cn 2023 .
Meeting for For details,
2023 please refer to
m;;ilg Genefrg: 10 May Website of the SSE 