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Section 1 Important Notes, Contents and Definitions
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3. Risk of price fluctuation of major raw materials

The major raw materials used by the Company are subjected to price
fluctuation to some extent, especially polyethylene and polypropylene, whose
prices are affected by the strong fluctuations of the international crude oil price.
The results of the Company may be adversely affected by the gross profit
margin which may be affected to some extent if the prices of major raw
materials fluctuate sharply due to the macroeconomic fluctuations, the demand
and supply relation for enterprises in the upstream and downstream parts and
other factors.

4. Risk relating to construction in progress

The Company needs a great amount of investment funds for the
under-construction production lines in the production bases, such as, Jiangxi
Tonry, and Wuxi Energy. If the Company fails to raise sufficient funds in time,
or complete the projects and put into operation on schedule, the production,
operation and profitability will be adversely affected.

5. Risk of technology leakage and talent outflow

An enterprise engaging in lithium-ion battery separator film requires
advanced technology and process, rich management experience and deep
understanding of the industry. To ensure the ability of constant innovation and
the steady growth of business, the Company should have teams consisting of
steady high-quality employees in scientific research, management and sale. The
Company constantly improves the mechanisms for talent cultivation, incentive,
promotion and restriction, but there is still the possibility of the outflow of core
employees from the Company. In case of leakage of the core technology or the
departure of core employees, the production and operation of the Company may
be adversely affected.

6. Risk of technological progress and alternatives

Lithium-ion battery is mainly used for electronics and electrical appliances,
new energy vehicles, and energy storage power stations. As the alternatives to
lithium-ion battery, nickel-cadmium batteries, nickel-hydrogen batteries, fuel
cells and lead-acid batteries can also be used for the industries above-mentioned.
Although the lithium-ion battery is currently the first choice for electronics,
electrical appliances and new energy vehicles, the demands of the industries
above-mentioned for lithium-ion battery will decline when technological
progress improves the performance and reduce the production costs of these
alternatives or creates batteries with better performance, and the lithium-ion
battery separator film in the upstream part of the industry chain will also be
affected adversely.

7. Risk of exchange rate fluctuation

The export sales volume of the Company increases constantly as the
Company expands its business scale and gradually strengthens the development
in the international market. If the RMB exchange rate and the foreign exchange
rate in the countries where our products were sold fluctuate sharply in the
future, the results of the Company may be affected to some extent.

8. Risk of China-US trade friction



2020 Annual Report of Yunnan Energy New Material Co., Ltd. No. 2021-053

Since 2018, the U.S. has restricted import of Chinese products by means of
tariff increases to reduce the trade deficit with China. Lithium-ion batteries are
also among the products subject to the tariff increase. From the perspective of
supply chain, the total revenue of the Company has been less affected by the
China-US trade disputes because the exports to US account for a very small
proportion in the total revenue of the Company. However, if the demands of the
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Definitions

Term



2020 Annual Report of Yunnan Energy New Material Co., Ltd. No. 2021-053

i - Jiangxi Tonry New Energy Technology Development Co., Ltd, a
iangxi Tonr
¢ y wholly-owned subsidiary of Shanghai Energy

. L Jiangxi Ruijie New Material Technology Co., Ltd, a controlled
Jiangxi Ruijie L . .
subsidiary of Jiangxi Tonry

Hainan E Hainan Energy Investment Co., Ltd, a wholly-owned subsidiary of
ainan Ener
v Shanghai Energy

] Chuangxin New Material (Hong Kong) Co., Ltd., a wholly-owned
Hong Kong Chuangxin o ) . .
subsidiary of the Company during the Reporting Period

. Wuxi Energy Trading Co., Ltd., a wholly-owned subsidiary of the
Energy Trading c
ompany

Yuxi Kunshasi Plastic Co., Ltd., a joint-stock Company of Yunnan
Hongta Plastic Co., Ltd.

Kunshasi

. The general meeting of shareholders of Yunnan Energy New Material
General Meeting of Shareholders

Co., Ltd.
Board of Directors the Board of Directors of Yunnan Energy New Material Co., Ltd.
Board of Supervisors the Supervisory Committee of Yunnan Energy New Material Co., Ltd.
CSRC China Securities Regulatory Commission

Shenzhen Branch of China Securities Depository and Clearing
CSDCC Shenzhen Branch
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Shares not publicly offered in 2020, non-public

(Limited Partnership), Zhuhai Hengjie Enterprise Management Office
(Limited Partnership), Huang Shuhua, Zhang Tao, Gao Xiang, He
Baohua, Huang Yuchen, Hu Jiadong, Wang Chizhou, Jiang Xinmin,
Zhang Fang, Zhang Fan, Zheng Mei, Liu Wei, Du Jun, Cao Ben
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extracting the pore forming agent with organic solvent after
simultaneous or sequential stretching, and then heat setting with
stretching amplitude.

PVDF PVDF

Cigarette label &LIDUHINH H[WHUQDO SDFNLQJ FRPPRQO\ NQRZQ DV 3FLIDUHIIH ER[”

Asepti ai Composite packaging materials for aseptic filling of dairy products or
septic packagin
Pacp ging non-carbonated soft drinks

The gable top package is a packaging for pasteurized milk, a
Gable top package

paper-plastic composite packaging
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Section 2 Company Profile & Key Financial Indicators

I. Corporate Information

Stock Name

Energy Technology

Stock Code

002812

Stock Exchange

Shenzhen Stock Exchange

Name of the Company in
Chinese

Short Name of the
Company in Chinese

Name of the Company in
English

YUNNAN ENERGY NEW MATERIAL CO., LTD.

Short Name of the
Company in English

ENERGY TECHNOLOGY

Legal Representative of the
Company

PAUL XIAOMING LEE

Registered Address

No.125, Fuxian Road, High-tech Zone, Yuxi City, Yunnan Province

Postal Code for Registered
Address

653100

Office Address

No.125, Fuxian Road, High-tech Zone, Yuxi City, Yunnan Province

Postal Code for Office
Address

653100

Official Website

www.cxxcl.cn

Email

groupheadquarter@cxxcl.cn

1. Contact Information

Board Secretary

Securities Affairs Representative

Name

Xiong Wei

Yu Xue

Correspondence Address

No.125, Fuxian Road, High-tech Zone,
Yuxi City, Yunnan Province

No.125, Fuxian Road, High-tech Zone,
Yuxi City, Yunnan Province

Tel.

Fax

10

0877-8888661
0877-8888677

0877-8888661
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IV. Registration Changes

Organization Code 91530000727317703K

When the Company was listed, its main businesses were divided into two categories:

Changes in Main Businesses Since the
ComSDQ\{V ZLVILQJ , 1 $Q\
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assets of the investees

Gains or losses on entrusted investments
or assets management

7,111,089.67

191,780.82

8,160,860.73

Net gains or losses of subsidiaries as a
result of business combination of
enterprises under common control for the
current period from the beginning to the
combination date

310,748,377.96

Except for effectively hedging business
related to normal business operations of
the Company, gain or loss arising from the
change in the fair value of held-for-trading
financial assets, derivative financial
assets, trading financial liabilities and
derivative financial liabilities, as well as
investment income produced from the
disposal of held-for-trading financial
assets, derivative financial assets, trading
financial liabilities, derivative financial
liabilities, and other debt investments.

10,951,914.18

Other non-operating income/expenses
other than items above-mentioned

-4,201,996.76

-549,671.34

338,681.94

Other items within the definition of
non-recurring gains or losses

357,802.66

4,692,941.18

Less: amount affected by the income tax

23,107,901.22

18,944,093.93

58,641,435.61

Amount affected by the minority
VKDUHKROGHUV HTXLIN\ DIHU D[

5,847,930.29

10,372,775.43

151,634,327.68

Total

125,096,843.39

97,013,979.96

200,205,756.94

The reasons should be explained for items defined by the Company as non-recurring gains or losses according to the definition

specified in the Explanatory Announcement on Information Disclosure for Companies Offering Their Securities to the Public No.1 --

Items of Non-recurring Gains and Losses and for items defined by the Company as recurrent gains or losses which are listed as

non-recurring gains or losses in the Explanatory Announcement on Information Disclosure for Companies Offering Their Securities

to the Public No.1 -- Items of Non-recurring Gains and Losses.

F$SSIUFDEH  ¥1 $

During the Reporting Period, the Company did not define any items of non-recurring gains or losses defined or listed in the

Explanatory Announcement on Information Disclosure for Companies Offering Their Securities to the Public No.1 -- Items of

Non-recurring Gains and Losses as the items of recurrent gains or losses according to this announcement.

14
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Section 3 Business Overview

I. Main Businesses of the Company during the Reporting Period

1. Main businesses and products of the Company

During the Reporting Period, the Company's main products are divided into three categories: (1)
film products, mainly including lithium-ion battery separator film (base film and coated film),
BOPP film (cigarette film and flat film); (2) packaging printing products, mainly including cigarette
label and aseptic packaging; (3) paper packaging, mainly including special paper products (laser
transfer anti-counterfeiting paper, direct plating paper and coated paper), holographic
anti-counterfeiting electrochemical aluminum, transfer film and other products.

The wet-process lithium-ion battery separator film produced by the Company is mainly used for
manufacturing lithium-ion battery for the new energy vehicle, 3C products and energy storage;
cigarette film is mainly used for cigarette manufacturing; aseptic packaging is mainly used for milk
boxes, beverage boxes, etc.; among special paper products, laser transfer anti-counterfeiting paper is
mainly used for cigarette labels, cosmetic boxes, toothpaste boxes, pharmaceutical boxes, etc.,
direct plating paper is mainly used for lining of cigarette label, and packing chocolate and other
food, and coated paper is mainly used in tobacco, food, pharmaceutical, cosmetic and food
industries. The major customers of the Company are large domestic and foreign producers of
lithium-ion battery, cigarette, food and beverage and plastic packaging, and printers. The major
customers of wet-process lithium-ion battery separator film of the Company include Panasonic, LG
Chem. Ltd., Samsung SDI, CATL Group, GOTION HIGH-TECH, BYD, Farasis Energy, Lishen
and other domestic well-established lithium-ion battery enterprises. Company is the a-class supplier
of monopoly cigarette material in Yunnan province, the main customers of cigarette label product
are the large domestic cigarette manufacturing enterprises, including Yunnan Zhongyan Material
(Group) Co., Ltd. and Chongging Zhongyan Industrial Co., Ltd., etc., products are widely used in
"Yuxi”, "Hongta”, "Clouds", "Red River", "Snow Area”, "Ziyun" and "Marble",
/RQJIHQJIFKHQJ[LDQJ” DQG RIKHU ZHW-known domestic brand of cigarettes. The major customers
of cigarette films of the Company include domestic well-known cigarette producers, such as
Yunnan Zhongyan Material (Group) Co., Ltd., Sichuan Zhongyan Industrial Co., Ltd., Chongging
Zhongyan Industrial Co., Ltd., Hunan Zhongyan Industrial Co., Ltd., Anhui Zhongyan Industrial
Co., Ltd, Hubei Zhongyan Industrial Co., Ltd., Guizhou Zhongyan Industrial Co., Ltd.,
Heilongjiang Tobacco Industrial Co., Ltd., Jiangxi Zhongyan Industrial Co., Ltd., and Gansu
Tobacco Industrial Co., Ltd. The major customers of aseptic packaging products of the Company
include Inner Mongolia Yili Industrial Group Co., Ltd., Inner Mongolia Mengniu Dairy (Group) Co.,
Ltd., Beijing Sanyuan Foods Co., Ltd., Royal Group South China Dairy Co., Ltd., Guizhou
Haoyiduo Dairy Co., Ltd., Shenzhen Dongpeng Jiexun Supply Chain Management Co., Ltd, Dali
Foods Group Co., Ltd., Heilongjiang Wondersun Dairy Sunshine Co., Ltd., Yunnan Europe-Asia
Dairy Co., Ltd., Yunnan Huangshi Lesson Dairy Industry Co., Ltd., and new customers in 2020:
Bright Dairy & Food Co., Ltd. and Nanjing Weigang Dairy Co., Ltd.

2. Business models

The Company adopts different business models for different products. Customization applies to
wet-process lithium-ion battery separator films, cigarette labels, aseptic packagings, special paper
products and cigarette films, subject to the customer requirements, while flat films are produced
based on sales prospects, with appropriate number of inventory stocked up.

(1) Procurement mode: the Supply Department of the Company makes a List of Qualified Suppliers
(or a List of Qualified Suppliers/Materials) after evaluating and selecting suppliers. The materials
listed in the purchase list can only be purchased from suppliers included in the List of Qualified
Suppliers. For each type of materials, at least 2 suppliers should be selected. The Company
conducts a comprehensive supplier evaluation every year and updates the List of Qualified
Suppliers (or the List of Qualified Suppliers/Materials) in time.

(2) Production mode: the Company carries out production based on orders and centralized

15
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Provincial First E[FH0HQI DQG 6IURQJ 3DFNDJLQJ (QHHUSULVHV" 3<XQQDQ 3URYLQFLD0O 6HFRQG 7RS
3DFNDJLQJ  (QIHUSULVHV™  3<XQQDQ 3URYLQFLD) *URZLQJ 60O (V" 3<XQQDQ 3URYLQFLDO ,QQRYDILYH
(QIHUSULVHV"~3<XQQDQ 3URYLQFLDO 7HFKQRORI\ 60 (V" DQG 3<XQQDQ 3URYLQFLDO 3ULYDIH 6PDY) *LDnt
(QUHUSULVHV"  DQG XQGHUIRRN WZR 21.DILRQD0 7RUFK 30DQ SURWHFIV 7KH WUDGHPDUN Rl +RQJID 30DVILF
30XV 6\PER) 3 ~ ZDV UHFRJIQLJHG EN WKH 7UDGHPDUN 2IILFH RI WKH 6IDIH $GPLQLVIUDILRQ
for Industry and Commerce as a national well-known trademark and was awarded the titles of
"Yunnan Provincial Famous Trademark™ and "Yunnan Provincial Famous Brand Product”. Chengdu
+RQJID 30DVILF ZDV UHFRJIQLJHG DV D 3KLIK-IHFK HQWHUSULVH™ 36LFKXDQ (QIHUSULVH 7HFKQRORJ\ &HQIHU”
etc.

(2) Packaging printing products

In 2020 &KLQD\V WREDFFR LQGXWIU\ DFKLHYHG D WRID0 RI 50% ULOOLRQ RI' LQGXVIULDO DQG
commercial taxes and profits, up 6.2% year on year; the total fiscal revenue paid reached RMB
1.2037 trillion, up 2.3%. The Company is one of the important cigarette label suppliers in China and
Class-A suppliers of the non-exclusive cigarette materials in Yunnan, its major customers are large
domestic well-known cigarette manufacturers. Its products have been widely used by domestic
famous cigarette brands.

In respect of aseptic packaging, although the international packaging giants still occupy a leadership
position by virtue of its first-PRYHU DGYDQWDJH LQ IKH PDUNHIl WKHLU VKDUH LQ &KLQDV PDUNHI KDV EHHQ
declining in recent years as Chinese producers have made constant progress in material technology
and production technology. According to the current situation, there will have a gradual transition
from medium and low-end market to high-end aseptic packaging market, and the market share of
domestic aseptic packaging manufacturers will be increased gradually, as domestic manufacturers
have the price-performance advantage. The Company independently develops roll-form aseptic
brick package, pre-made aseptic brick package, A-type gable top package (mainly used for fresh
milk) and B-type gable top package (mainly used for tea drinks, fruit juice and non-carbonated
beverages), making it become one of the few enterprises able to produce roll-form aseptic brick
package, pre-made aseptic brick package, A-type gable top package and B-type gable top package.
Domestic famous large diary and beverage producers are the major customers of HongChuang
Packaging, such as Yili, Mengniu, Bright Dairy, Dali, Dongpeng, Beijing Sanyuan Food, Huangshi

17
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Section 4 Discussion and Analysis on Business Operation

l. Overview

In 2020, the COVID-19 swept the world. We experienced the journey of fighting the epidemic,
preventing the epidemic, resuming work and production, and strictly preventing the recurrence of
the epidemic. The Company exerted every effort to go through the tough time by arranging tasks for
the epidemic prevention and control in an orderly manner while managing the production and sales
tooth and nail by means of active response to the market competition and rapid response to
FXVIRPHWY] GHPDQGY GXULQJ IKH HSLGHPLF IRU WKH FLJDUHIH ODEHI, aseptic packaging, and special
paper, with a view to grasp the market opportunity; in addition, in the second half of the Year, the
new energy automobile industry recovered and developed rapidly, the Company's order quantity of
power lithium battery separator film rose by virtue of the high product quality, and the Company
expanded its business to consumer lithium-ion battery separator film market by acquiring Suzhou
Green Power. The business integration of Suzhou Green Power achieved remarkable effect, and
Suzhou Green Power turned loss to profit during the Reporting Period. The Company has become
the world's largest separator film supplier in the two fields of power battery and consumer battery,
and its market position and profitability will continue to rise rapidly. During the Reporting Period,
the total assets, net assets, operating income and net profit of the Company achieved great growth.
In 2020, the Company achieved consolidated operating income of RMB4.28billion, representing a
year-on-year increase of 35.56%, and net profit attributable to the parent Company of
RMBL1.1156billion, representing a year-
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net profit attributable to shareholders of the listed Company as at the end of the Reporting Period
was RMB222.64 million. The Company will strengthen the integration of Newmi Tech through the
inclusion of it into the Group's supply chain system, transformation of production equipment,
optimization of processes and other measures to achieve resource complementarity and advantage
superposition, reduce its procurement costs, improve production efficiency and operational
efficiency.

The Company has developed more than 100 varieties of wet-process film products. This wide
product range can meet the different needs of customers. The products are stable and consistent in
quality, and thus widely recognized by large foreign lithium battery manufacturers, with large
market demands. The major overseas customers of power lithium-ion battery separator film of the
Company include Panasonic, Samsung and LG Chem, and domestic customers include CATL, BYD,
GOTION HIGH-TECH, Farasis Energy, Lishen and many other domestic lithium-ion battery
enterprises. Along with the constant high prosperity of new energy vehicles, the Company's existing
and potential customers maintain strong demands for the Company's wet

22
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Due to the impact of the epidemic on domestic logistics, some customers of the Company were
not supplied with sufficient cigarette label products. The Company seized the market opportunity
and quickly adjusted production to respond to customer demand quickly. The sales volume of the
Company's cigarette labels grew significantly during the Reporting Period, and the operating
income of cigarette labels was RMB 128.9761 million, up 10.08% year on year.

Through continuous development of new products, customized services and internal lean
management measures, the Company's aseptic packaging business still focuses on serving
large-scale dairy enterprises and regional well-known dairy enterprise to achieve sales growth. The
expansion of

23
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Supervisory Committee are more reasonable. The effective operation of the new Board of Directors,
the special committees of the Board of Directors, and the Supervisory Committee will further
optimize the corporate governance structure of the Company and play a positive role in promoting
the rapid development of the Company.

On July 13, 2020, the 5th meeting of the fourth Board of Directors deliberated and approved
the Proposal on the Fulfillment of Conditions for Unlocking within the Third Unlocking Period
under the 2017 Restricted Stock Incentive Plan, the Proposal on Repurchase and Cancellation of
Part Incentive Stocks under the 2017 Restricted Stock Incentive Plan, and other related proposals.
Under the two proposals, 83 participants eligible for unlocking were proposed and 3,404,080
restricted stocks could be unlocked for circulation in the market. The unlocking date (i.e. date if
circulation in the market) of the restricted stock under this unlocking period is July 23, 2020. 4
SDUILFLSDQIV ZHUH DVWHWHG 3JRRG™ VR WIKH &RPSDQ\ UHSXUFKDVHG DQG FDQFHOHG SDUIl UHVIULFIHG VIRFNV
namely 23,120 shares, that granted to but not yet unlocked by those participants, and the repurchase
price is RMB8.426/stock.

The Company made a number of breakthroughs in technological innovation during the
Reporting Period. As at the end of the Reporting Period, the Company and its subsidiaries registered
372 patents in total, including 315 utility model patents, 43 invention patents and 11 appearance
design patents. Attaching importance to the overseas patent registration, the Company has 42
international patents under application and under review, and 177 domestic patents under
application and under review.

I1. Analysis on Main Businesses

1. Overview

30HDVH UHIHU IR 3, 2YHUYLHZ” XQGHU IIKH VHFILRQ 3= LVFXWLRQ DQG SQDONVLY RQ %XVLQHWY 2SHUDILRQ”
2. Revenue and cost

(1) Breakdown of operating income

Unit: RMB
2020 2019 Year-on-year
Proportion in the Proportion in the increase or
Amount i Amount operating income decrease

Total Operating

Income 4,283,007,589.11 100% 3,159,561,554.91 100% 35.56%
By industry

Manufacturing 4,205,724,684.56 98.20% 3,126,340,216.38 98.95% 34.53%
Other businesses 77,282,904.55 1.80% 33,221,338.53 1.05% 132.63%
By product

3,464,096,284.00

Film products
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Southwest 652,445,734.88 15.23% 642,008,612.82 20.32% 1.63%
East 1,834,948,385.75 42.84% 1,265,744,809.31 40.06% 44.97%
North 112,167,705.95 2.62% 90,039,636.26 2.85%

25
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2020 2019
Year-on-year

Item increase or
decrease

Product
category
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Other information on major customers
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The Company had the following R&D projects in 2020:
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experience, and adapt to the full flip
packaging of various product boxes
21 |Research and Under research [To develop degradable film It is in line with the requirement for
development of materials ecological and environmental
new-type degradable protection and complies with relevant
film materials regulations and policies, and benefits
the improvement of the market
competitiveness of the Company's
products and enhancing its economic
benefits
Information about R&D investment
2020 2019 Year-on-year change (%)
Number of R&D Personnel 369 381 -3.15%
R&D personnel as a 7.32% 9.72% -2.40%
percentage in total employees
R&D Investment (RMB) 178,243,333.28 154,913,207.75 15.06%
R&D investment as a
percentage in operating 4.16% 4.90% -0.74%
income
Capitalized R&D investment 0
(RMB) 0.00 0.00 0.00%
Capitalized R&D investment
as a percentage in total R&D 0.00% 0.00% 0.00%
investment
Reason for any significant year-on-year change in the percentage of the R&D investment in the operating income
F $SS0LFDEH ¥13$
Reason for any sharp variation in the percentage of the capitalized R&D investment and rationale
F $SSOLFDEH ¥13$
5. Cash flow
Unit: RMB
- 2000 2019 Year-on-year increase or
decrease
Subtotal of cash inflows from 3,780,284,210.92 3,300,747,737.65 14.22%
operating activities
Subtotal .Of cash. o.u.tflows due 2,725,104,197.73 2,546,450,729.88 7.02%
to operating activities
Net cash flows from 1,055,180,013.19 763,207,007.77 38.24%
operating activities
Subtotal of cash inflows from 873,613,933.13 52,295,255.92 1,570.54%
investment activities
Subtotal of cash outflows due 6,149,118,177.71 3,126,243,760.37 96.69%
to investment activities
NGRS 5,275,504,244.58 -3,073,948,504.45 71.62%
investment activities

Subtotal of cash inflows from

32
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financing activities

Subtotal of cash outflows

: - L 7,662,371,315.54 2,646,402,569.35
from financing activities
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Inventories 1’157'038’$i 5.62% 759’230’04865' 6.23% -0.61%
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assets)
Others 182,535,59 2,622,000.0 | 402,174,82 | 182,535,59 399,552,8

7.54 0 9.70 7.54 29.70

Of which:
bank 9,886,495.0
acceptance 0
draft
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V. Analysis of Investments Made

1. Summary

¥$SSIUFDEHF 1 $

No. 2021-053

Total investment amount during the
Reporting Period (RMB)

Total investment amount in the last year
(RMB)

Change (%)

3,919,952,513.22

36
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funds by Equity of Jiangxi Tonry
convertible New Energy
bonds Technology
Development Co.,
Ltd.(No.: 2018-141)
disclosed on
cninfo.com
self owned Please refer to the
and self Announcement on Plan
Jiangxi Tonry Self-constructio Lithium-ion raised funds; Tuesday March for Non-public
Phase | n Yes Battery 139,404,996.71 139,404,996.71 raise 20.59% 0.00 0.00 | N/A 24, 2020 Offering of A Shares in
Expansion Separator Film funds by way ' 2020 (No.:2020-050)
of non-public disclosed on
offering cninfo.com
Total - - - 2,119,606,864.2 5,667,322,216.22 - - 0.00 196,925,111.11
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(1) Overall use of funds raised

¥ $SSIFDEHF 1 $
8Qll 50% f
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of September 30, 2016, the self-owned funds invested for the projects for which funds were raised reached RMB236.6591 million, which was audited by Dahua CPAs (SGP) with the appraisal report of DHHZ [2016] No. 004562. In 2017, the total
amount of used funds raised was RMB26,067,736.89; in 2018, the total amount of used funds raised was RMB36,288,006.85; in 2019, the total amount of used funds raised was RMB24,728,775.11; in this year, the total amount of used funds raised was
RMBO0.00. As of December 31, 2020, the balance of funds raised is RMB112,000,382.05 (including the net amount of RMB6,113,618.10 as interest income of raised funds after deducting bank charges).

I1. Public Offering of Convertible Corporate Bonds in 2020

Upon approval from the CSRC with the Reply to Yunnan Energy New Material Co., Ltd. to Approve Its Public Offering of Convertible Corporate Bonds (ZJXK [2019] No. 2701), the Company publicly issued 16 million convertible corporate bonds on
February 11, 2020, with a face value of RMB 100 each bond and a total amount of RMB1,600,000,000. After deducting the underwriting and sponsorship fees (excluding tax) of RMB9,433,962.26 and other offering expenses (excluding tax) of
RMB4,443,396.23 from the total amount of proceeds from public offering of convertible corporate bonds, the net amount of proceeds from offering by the Company was RMB1,586,122,641.51. The availability of funds raised this time was verified by
Dahua CPAs (SGP) with the capital verification report of "DHYZ [2020] No. 000047". As of March 16, 2020, the self-owned funds invested for the projects for which funds were raised reached RMB1,697,984,425.54, which was replaced fully with the
RMBL1,586,122,641.51 of funds raised through issuing convertible corporate bonds, and was audited by Dahua CPAs (SGP) with the appraisal report of DHHZ [2020]001799. As of December 31, 2020, the Company's proceeds from offering of
convertible corporate bonds were all replaced, and the balance of the special account was RMB0.00. The Company completed the cancellation procedure for the special account.

111. Non-public Offering of Shares in 2020

Upon approval from the CSRC with the Reply to Yunnan Energy New Material Co., Ltd. to Approve Its Non-public Offering of Shares (ZJXK [2019] No. 2701), the Company non-publicly issued 69,444,444 RMB-denominated ordinary shares to 22
specific investors on August 17, 2020, with a face value of RMB 1.00 each share, at the price of RMB 72.00/share, and the total proceeds from this offering was RMB 4,999,999,968.00. After deducting the underwriting and sponsorship fees (excluding
tax) of RMB14,150,943.40 and other offering expenses (excluding tax) of RMB3,344,470.11 from the total amount of proceeds from this offering, the net amount of proceeds from this offering by the Company was RMB4,982,504,554.49. The
availability of funds raised through this offering was verified by Dahua CPAs (SGP) with the capital verification report of "DHYZ [2020] No. 000460". As of December 31, 2020, the Company invested accumulatively RMB2,253,528,906.32 for the
project for which funds were raised, including RMB254,221,260.11 that was invested with its own funds before the funds raised were available; during the accounting period from September 8, 2020 to December 31, 2020, RMB1,999,307,646.21 was
used out of the funds raised. In addition, out of funds raised, RMB800,000,000.00 was added to the current capital, and RMB 1,200,000,000.00 was used to purchase wealth management products. As of December 31, 2020, the balance in the special
account for the funds raised should be RMB743,941,164.38 (including the net amount of RMB14,965,516.21 as interest income of raised funds after deducting bank charges). Because some investment in the projects for which funds were raised was paid
by way of bank acceptance draft, and the equivalent amount should be transferred from the special account for funds raised to its own account of the Company, totaling RMB246,721,995.21, the actual balance in the special account for funds raised was
RMB990,663,159.59 as of December 31, 2020.

(2) Projects with committed use of funds raised

¥ $SSIFDEHF 1 $
8QU 50%

Whether the Actual
. Total Total .
X . . . project has been . . investment
Project with committed use of funds raised and committed investment .
. i . changed, i amount in the

allocation of funds excessively raised . . investment amount after .

including part i Reporting
amount adjustment (1) .
change Period
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3. R&D center construction project Yes 4,993.17 1,471.56 1,471.56 100.00% N/A Yes

4. Repayment of bank loans No 20,000 20,000 20,000 100.00% Yes No
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No. 2021-053

Amount, purpose and actual use of funds
excessively raised
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On September 7, 2020, at the 11st meeting of the fourth Board of Directors and the 11st meeting of the fourth Supervisory Committee, the Proposal on Use of Part Unused Proceeds to Temporarily
Supplement the Current Capital was deliberated and approved, and it was agreed to use the unused proceeds from the non-
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main business covered lithium-ion battery separator film, which has high technological requirements. The manufacturing of lithium-ion battery has a high requirement for the characteristics of
separator film materials, especially the consistency, and also for the uniformity of the size and distribution of separator film micropores. Based on the Company's business development plan and
market demand, in order to better implement the Company's development strategy, the Company planned to integrate the technology centers currently scattered in each subordinate Company, so as to
ensure that the Company's R & D technology can further improve production efficiency, product quality and new product development capacity. The above change was approved at the 27th meeting of
the third Board of Directors of the Company, the 22nd Meeting of the third Supervisory Committee and the 2018 General Meeting of Shareholders. For details, please refer to the Announcement on
Changing Part Projects for Which Funds Were Raised (No.: 2019-041) published by the Company on cninfo.com on April 26, 2019.

Status of and reason for the failure to make

feasibility after changes

planned progress or projected earnings (by N/A
specific project)
Description of major changes in project N/A
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VIIl.  Structured Bodies Controlled by the Company
F$SSSUFDEH ~ ¥1 $

IX. Outlook for the Company’s Future Prospects
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capacity and gradually establish an integral and high-efficiency research and development system to
ensure the Company can further increase the production efficiency through technical research and
development, enhance the product quality and new product development capacity, provide a mighty
IHFKQLFDO VXSSRUI IRV IKH &RPSDQ\{V LPSHPHQIDILRQ RI IXnctional polymer separator film products
and provide new profit growth engines powering the future development.

3. Risks the Company may face

(1) Regulatory risk relating to lithium-ion battery separator film business

China will gradually annul the financial assistance policies as the new energy vehicle industry
develops to a certain extent, which will change the demands of the downstream customers and thus
adversely change the results of the Company. If the downstream segments, such as new energy
vehicle and lithium-ion battery manufacturing, are unable to improve their competitiveness through
technological advancement, scale effect or otherwise, the future possible adjustments to the
assistance policies will have a negative impact on each link of the whole industry chain of new
energy vehicle, including the lithium-ion battery separator film as an upstream segment.

Countermeasures: By actively investing in the R&D of new applications of film, the Company
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(5) Risk of technical loss and loss of core personnel
An enterprise engaging in lithium-ion battery separator film requires advanced technology and
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Countermeasures: The current business portfolio of the Company, including printing product
and paper product, mainly targets the domestic market and domestic customers, so it will suffer a
limited impact from the China-
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X. Reception of Visitors to the Company for Purposes of Research, Communication,

Interview

1. Registration form for reception of visitors to the Company for the purposes of research,

communication, interview during the Reporting Period

¥$SSIFOEHF 1 $

Reception

Date

August 26,
2020
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Reception
Place

Meeting room
of Jiangxi
Tonry

Reception
Mode

Field research

Type of
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Organization

Received
Visitor

36 visitors
from
institutional
investors, such
as Su Chen
and Zou
Lingling from
Zhongtai
Securities, Xie
Wenchao from
Orient Asset
Management,
Zheng Xiaolei
from China
Universal
Asset
Management,
Yan Angi from
Nuode Asset
Management
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and Materials
Provided

The
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transformation

No. 2021-053
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Section 5 Significant Events

. Profit Distribution and Conversion of Capital Reserve into Share Capital for Common
Shareholders

Formulation, execution or adjustments of profit distribution policy, especially cash dividend policy, for common shareholders in the
Reporting Period
¥$SSIFDEHF 1 $

(1) According to the Articles of Association, the Company's profit distribution policy is as follows:

1. The Company's profit distribution policy shall pay attention to the reasonable investment return to investors, take into account
the sustainable development of the Company, reflect the strong awareness of rewarding shareholders, and maintain continuity and
stability.

2. Form of profit distribution, proportion of cash dividends: the Company pays dividends in cash or by shares in a positive
manner. Where the Company's audited net profit is positive and no significant investment plan or significant cash expenditure in a
year, the Company shall include the cash distribution in its profit distribution scheme for that year. The annual cash dividend of the
Company shall not be less than 20% of the distributable profit realized in the current year (excluding the undistributed profit at the
beginning of the year). Where available, the Company may distribute interim cash dividends. If the Company's revenue grows
rapidly and the Board of Directors considers that the stock price of the Company does not match the size of the Company's share
capital, it may make a Plan for dividend distribution by stock while satisfying the requirement for cash dividend distribution.

3. Interval for profit distribution: subject to the satisfaction of the cash dividend conditions stipulated in paragraph 4 below, the
Company shall, in principle, pay cash dividends once a year, and the Board of Directors of the Company may propose an interim
cash dividends based on the profit status and capital demands of the Company.

The Board of Directors of the Company shall, taking into account the characteristics of the industry in which it operates, its
development stage, its own business model, its profitability level, and any plan of its significant capital expenditure, distinguish the
following circumstances and propose a differentiated cash dividend policy in accordance with the procedures set forth in the Articles
of Association of the Company:

(1) If the Company is in a maturity stage and has no plan of significant expenditure, the proportion of cash dividends in the
overall profit distribution shall account for at least 80%;

(2) If the Company is in a maturity stage and has any plan of significant expenditure, the proportion of cash dividends in the
overall profit distribution shall account for at least 40%;

(3) If the Company is in a growth stage and has any plan of significant expenditure, the proportion of cash dividends in the
overall profit distribution shall account for at least 20%;

If the Company is in an unidentifiable stage and has any plan of significant expenditure, the above paragraphs shall apply.

4. Conditions for distributing cash dividends

(1) The remaining distributable profit of the Company is positive after the profit achieved in the current year is used for making
up for the losses of previous years and making provision for surplus reserves.

(2) The auditor of the Company issues a standard unqualified audit report on the financial statements of the Company in the
current year.

(3) The Company has no significant investment plans or significant cash expenditure.

Significant investment plan or significant cash expenditure means that the accumulative expenditure of the Company for the
proposed external investment, assets acquisition or equipment purchase within the next twelve months reaches or exceeds 30% of the
Company's latest audited net assets and exceeds RMB 300 million.

5. Conditions for distributing stock dividends: where the Company is well-run, with rapid growth of operating income and net profit,
DQG IIKH %RDUG RI ™ LUHFIRUWV EHOLHYHV WKDW IKH &RPSDQ\ LV LQ WKH JURZIK VIDJH WKH OHYHO RI WKH &RPSDQ\{V QHI DVWHIV LV KLJK DQd the
stock price does not match the size of the share capital, it may propose a Plan for stock dividend distribution, subject to the
consideration and approval at the general meeting of shareholders of the Company. Stock dividend may be distributed separately or
in conjunction with cash dividend.

(1) The Company will disclose the profit distribution Plan in a timely manner in strict accordance with the relevant provisions
of the China Securities Regulatory Commission and Shenzhen Stock Exchange, and disclose the profit distribution Plan and the
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(1) During the Reporting Period, the Company implemented the 2019 equity distribution in compliance with the relevant
provisions of the Articles of Association, in full consideration of the reasonable demands of investors and with full protection of the
legitimate rights and interests of small and medium-sized investors. On March 16, 2020, the Company held the 42nd meeting of the
third Board of Directors to deliberate and approve the Proposal on 2019 Profit Distribution Plan. The independent directors expressed
their independent opinions to agree upon the Plan. The 2019 general meeting of the Company was held on April 8, 2020 where the
Plan was deliberated and approved for implementation. For details, please refer to the Announcement on 2019 Profit Distribution
Plan published on the cninfo.com (www.cninfo.com.cn) (announcement No.: 2020-031).

Special explanation on cash dividend distribution policy

Whether or not the policy is in compliance with the provisions
of the Articles of Association or requirements of the

. . Yes
resolutions of the general meeting of shareholders of the
Company:
Whether or not the standard and proportion of dividends is

. Yes

clear and defined:
Whether or not the relevant decision-making process and Yes
mechanism is complete:
Whether or not the independent directors fully perform their Yes

duties and play their roles:

Whether or not small and medium-sized shareholders have
channels to voice their opinions and demands, and whether or Yes
not their legitimate rights and interests are fully protected:

If the cash dividend policy is adjusted or amended, whether or
not the conditions and procedures are compliant and Yes
transparent:

Schemes (Plans) of dividends distribution to common shareholders in latest three years (including the Reporting Period), and
schemes (Plans) of conversion of capital reserve into share capital

7KH &RPSDQ\{V SODQ RI' SURILI GLVILLEXILRQ DQG FRQYHUVLRQ RI FDSLID0 UHVHUYH LQWR VKDUH FDSLWD0 EDVHG RQ LIV HIRWDO RI
473,867,912 shares as of December 31, 2018, the Company distributed a cash dividend of RMB3.79 (tax inclusive) per 10 shares to
all shareholders, representing a total cash dividend payment of RMB179.5959 million; meanwhile, the capital reserve was converted
into share capital, with 7 shares increased for every 10 shares to all shareholders, and the total share capitals of the Company was
increased to 805,575,450 after the conversion.

7KH &RPSDQ\{V SODQ RI' SURILW GLVILLEXILRQ DQG FRQYHWLRQ RI FDSLIDO UHVHUYH LQIR VKDUH FDSLID0 EDVed on its total of
805,370,770 shares as of December 31, 2019, the Company distributed a cash dividend of RMB1.25 (tax inclusive) per 10 shares to
all shareholders, representing a total cash dividend payment of RMB100.6713 million.

7KH &RPSDQ\{V
886,566,151 shares as of December 31, 2020, the Company will distribute a cash dividend of RMB1.70 (tax inclusive) per 10 shares

Stan of profit distribution and conversion of capital reserve into share capital: based on its total of

to all shareholders, representing a total cash dividend payment of RMB150.7162 million.

Form of cash dividends distribution to common shareholders in latest three years (including the Reporting Period)

Unit: RMB
Net profit Proportion of Proportion of | Total amount | Proportion of
) Cash
Amount of attributable cash dividend by cash of cash the total
cash to common dividend in dividend dividend amount of
Year of dividend harehold H " other ways distributed icludi h
distribution _ _ share o_ ers | the r_1et profit (such as istribute (including -CfiS
(including of the listed attributable share by other those dividend
tax) Company in to common repurchase) ways in the distributed (including
the shareholders net profit by other those
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consolidated | of the listed attributable ways) distributed
statements Company in to common by other
for the year | consolidated shareholders ways) in the
of statements of the listed net profit
distribution Company in attributable
consolidated to common
statements shareholders
of the listed
Company in
consolidated
statements
2020 150’716’24657' 604, 012;1457 13.51% 0.00 0.00% 150’716'24657' 13.51%
2019 100,671,346. | 849,837,425. 11.85% 0.00 0.00% 100,671,346. 11.85%
25 81 25
2018 179,595,93685; 518,439,4?3. 34.64% 0.00 0.00% 179,595,93685. 34.64%

The Company made a profit in the Reporting Period and the profit 5.87 635.38 59.304 134.0llle to the common shareholders of the parent Company

was positiv304e, .304 134.0 it 5.87 6d no0 puO forward a plan for cash 5.87 6vidend d635ribution to common shareholders

F $SSILFDEMH
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I11. Performance of commitments

1. Commitments of the Company’s actual controller, shareholders, related parties and acquirer, as well as the Company and other commitment makers
performed in the Reporting Period or ongoing at the end of the Reporting Period
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Directors and Commitment
senior on dilution of
management of  current return
Energy and remedial

Technology measures

55

regulations in recent 3 years; 2. the Company and its controlling
shareholders and actual controllers have not been publicly censured by
the stock exchange and have no other major acts of dishonesty in the
past 12 months; 3. The Company and its incumbent directors and
senior management have not been investigated by judicial authorities
for suspected crimes or investigated by the CSRC for suspected
violations of laws and regulations.

1. I hereby commit neither to tunnel to other units or individuals
without compensation or under unfair conditions, nor to damage the
&RPSDQ\{V LQIHUHVIV LQ RIKHU ZD\V , KHUHE\ FRPPLI IR UHWILLFI P\
position-related consumption activities; 3. | hereby commit not to use
IIKH &RPSDQ\{V DVVHIV IRU LQYHVIPHQI DQG FRQVXPSILRQ DFILYLILHV QRW
related to execution of my duties; 4. | hereby commit to link the
remuneration system formulated by the Board of Directors or the
Remuneration Committee or Assessment Committee of the Company
with the execution of the return recovery measures; 5. | hereby
commit to link the vesting conditions with the implementation of the
return recovery measures if the Company will implement any share
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above) commit that at least 25% of the consideration shares held by
each of them shall not be listed for trading or transferred to external
parties within 36 months from the date of registration of the relevant
shares of Energy Technology in their names until their compensation
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profit
forecast and
compensatio
n
obligations,
is from
August 15,
2018 to
August 15,
2019.
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guarantees that after the completion of this major asset restructuring, it
will not carry out or operate the same or similar business with the main
business of Energy Technology or Shanghai Energy in its own way,
directly or indirectly through other business entities under its direct or
indirect control; do not hold any position or act as any kind of
consultant in any operating entity with the same or similar business
with energy technology or Shanghai Energy; do not provide technical
services for existing customers of Energy Technology or Shanghai
Energy in the name of other than Energy Technology or Shanghai
Energy; avoid any horizontal competition. 3. If any loss is caused to
Energy Technology or Shanghai Energy due to the commitment
person's breach of the above commitments, the operating profit
obtained shall be owned by energy technology and all losses suffered
by Energy Technology or Shanghai Energy shall be compensated.

Before this major asset restructuring, Energy Technology has been
completely separated from other enterprises controlled by the

Commitment | undertaking in terms of business, assets, institutions, personnel and
Heyi on ensuring finance. Energy Technology's business, assets, institutions, personnel
Investment, the and finance are independent. After the completion of this major asset June 13, Lona term Strictly
Paul Xiaoming independence | restructuring, the commitment person undertakes not to use the identity | 2017 g performed
Lee family of the listed of the controlling shareholder or actual controller of energy technology
Company to affect the independence of energy technology, and to ensure the
independence of energy technology in business, assets, institutions,
personnel and finance as far as possible.
There were administrative punishments in fire control and water affairs
in Shanghai Energy. As of the date of this letter of commitment,
Shanghai Energy and its subsidiaries do not have any administrative
penalty that has not been implemented or rectified. In November 2015,
Shanghai Pudong New Area Administration of work safety ordered
Shanghai Energy to rectify the three dichloromethane storage tanks
Commitment within a time limit. Shanghai Energy has completed the rectification,
on the but has not completed_the safety_ acceptance a_fter the rectification. If
Paul Xiaoming existence of Shanghai Energy and its subordinate companies are located at any time, May 25 Strictly
Lee famil - the rele_vant competent departments _of Shanghai Energy and its 2017 ' Long term P d
y previous performe
administrative subordinate companies have made fire control, water service or the
penalty three_z cﬁchlqrometh_ane tanks and other_lssues shall be subjgct to
administrative punishment. The commitment person promises to make
cash compensation for all economic losses suffered by Shanghai
Energy or its subsidiaries within 30 days after the actual punishment or
loss amount is determined, so as to ensure that it will not have a
material impact on the production, operation and financial situation of
Shanghai Energy and its subsidiaries. Joint and several liability shall be
borne by the commitment givers.
Paul Xiaoming | Commitment | The commitment givers undertake that there are no other related parties | May 25, Long term Strictly
Lee family on no other and related transactions in Shanghai Energy except for the related 2017 performed
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service

his term of office (except for the case with the consent of Energy
Technology), or gives to Energy Technology due to dereliction of duty,
malpractice or other acts that damage the interests of Shanghai Energy.
If Energy Technology or Shanghai Energy causes serious losses and is
dismissed by Shanghai Energy according to law, it shall bear the
liability for breach of contract to Energy

Technology. Energy technology has the right to require the defaulting
party to pay the consideration it has obtained in this purchase of assets
to Energy Technology as compensation, as follows: 1. If the term of
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shares of the Company through Heyi Investment, accounting for
11.53% of the total share capital of the Company. As one of the counter
parties, Ms. Wang Yuhua directly holds the Company's shares and
purchases the shares of Shanghai Energy through the Company's
issuance of shares. Therefore, with regard to the lock-in period of the
Company's shares directly held by me, I hereby commit as follows: |
have obtained the new shares of the listed Company through this
restructuring, and the shares shall not be traded or transferred abroad
within 36 months from the date of the end of this issue. Until the
compensation obligation under the Profit Forecast and Compensation
Agreement (if any) is performed, the shares can be traded or transferred
externally. At the same time, the shares of the listed Company held by
me before the restructuring shall not be transferred within 12 months
after the completion of this transaction; if the closing price of the
shares of the listed Company is lower than the issuing price for 20
consecutive trading days within 6 months after the completion of this
transaction, or the closing price is lower than the issuing price at the
end of 6 months after the completion of the transaction, the lock-in
period of the shares of the Company held by me shall be automatically
extended for at least 6 months. If the transaction is put on file by the
judicial organ or the CSRC for investigation due to the false records,
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or judicial proceedings for investigation against my material violation
of laws or regulations.
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Jerry Yang Li

Commitment
on avoiding
horizontal
competition

relevant internal decision-making approval procedures in accordance
with the law and timely perform the obligation of information
disclosure, ensure that transactions with listed companies will not be
conducted in a fair manner compared with the market, and that the
funds and profits of listed companies should not be transferred illegally
by related transactions, nor will they engage in any act that damages
the legitimate rights and interests of listed companies and other
shareholders. If there is any violation of the above commitments,
resulting in damages to the interests of the listed Company, | will
compensate the listed Company for the losses caused by the foregoing
behavior to the listed Company.

Due to the death of Ms. Wang Yuhua, a member of Paul Xiaoming
Lee's family who is the shareholder and actual controller of the
Company, |, as one of the heirs, inherited 10,416,022 shares of the
Company held by her according to her will and the contribution of the
Company's controlling shareholder Heyi Investment of RMB17.955
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Jerry Yang Li

Commitment
on loss
compensation

Due to the death of Ms. Wang Yuhua, a member of Paul Xiaoming
Lee's family who is the shareholder and actual controller of the
Company, |, as one of the heirs, inherited 10,416,022 shares of the
Company held by her according to her will and the contribution of the
Company's controlling shareholder Heyi Investment of RMB17.955
million. After succession, I directly and indirectly hold 54,655,167
shares of the Company through Heyi Investment, accounting for
11.53% of the total share capital of the Company. My directly holding
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the closing price is lower than the issuing price at the end of 6 months
after the completion of the transaction, the lock-in period of the
Company's shares held by myself will be automatically extended for at
least 6 months. If the transaction is put on file by the judicial organ or
the CSRC for investigation due to the false records, misleading
statements or major omissions of the information provided or
disclosed, before the case investigation conclusion is clear, the shares
in the listed Company owned by myself shall not be transferred.
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Controlling
shareholder,
actual

issued by the Company's shareholders at the time of initial public
offering shall be repurchased in accordance with the law by means of
centralized bidding transaction in secondary market, bulk transaction,
agreement transfer, tender offer, etc. The repurchase price is
determined according to the negotiated price or secondary market
price, but not lower than the original transfer price and the price
determined according to relevant laws and regulations and regulatory
rules. If Heyi Investment and the family buy back the original restricted
shares that have been transferred to trigger the tender offer conditions,
Heyi Investment and the family will perform the tender offer
procedures in accordance with the law and perform the corresponding
information disclosure obligations. 3. If the prospectus of the
Company's initial public offering contains false records, misleading
statements or major omissions, which causes investors to suffer losses
in securities trading, Heyi Investment and the family will compensate
investors for losses according to law. I1l. Commitment of directors,
supervisors and senior managers of the Company: 1. the prospectus of
IIKH LWXHU V LQUILDO SXEOLF RHHULQJ GRHVQI FRQIDLQ I1DOVH UHFRUGY
misleading statements or major omissions, and | am jointly and
severally liable for its authenticity, accuracy and completeness. 2. If the
prospectus of the issuer's initial public offering contains false records,
misleading statements or major omissions, which causes investors to
suffer losses in securities trading, 1 will compensate investors for losses
according to law.
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the family shall not exceed 30% of the total shares held by Heyi
Investment and the family directly or indirectly before the issuance. 4.
Within two years after the expiration of the shareholding lock-in period
of Heyi Investment and the family's commitment, the price of shares of
the Company reduced by Heyi Investment and the family through the
secondary market will be determined according to the market price at
that time on the premise of meeting the commitments made by Heyi
Investment and the family, and the specific reduction plan will be
formulated according to the market situation at that time. 5. Heyi
Investment and the family promise to make an announcement through
the Company three trading days in advance when carrying out the
reduction, and complete the announcement within six months, and
fulfill the obligation of information disclosure accurately and
completely in accordance with the rules of the stock exchange. II.
Shanghai Guohe's commitment to shareholding intention and reduction
intention: 1. Within two years after the expiration of the shareholding
locking period promised by the Company, the Company intends to
reduce its shareholding by means of, including but not limited to,
secondary market centralized competitive trading, block trading,
agreement-based transfer, etc. The reduction price will not be lower
than the price of net assets per share, and the specific reduction price
will be determined according to the market price at the time of the
reduction on the premise of meeting the commitments made by the
Company; the specific reduction plan will be based on the market
conditions at that time. The specific reduction plan will be formulated
in accordance with the market conditions and the operating condition
of the Company. 2. The enterprise commit that it will announce the
Company's three days ahead of schedule in the implementation of the
reduction. At the same time, it will fulfill the obligation of information
disclosure accurately and completely in accordance with the rules of
the stock exchange, except when it holds shares less than 5% equity of
the Company. 3. The enterprise will strictly fulfill the above

commitments, and promise to abide by the following binding measures:

(1) if it fails to fulfill the above commitments, the Company's cash
dividends | should receive will be withheld by the Company and
owned by the Company; (2) if it fails to fulfill the above commitments,
it will bear relevant legal liabilities according to laws and regulations.

Energy
Technology

Commitment
on remedial
measures for
breaking faith

1. If the Company fails to take the specific measures promised to
stabilize the stock price, the Company undertakes to accept the
following binding measures: (1) the Company will publicly explain the
specific reasons for not taking the above measures in the general
meeting of shareholders and the newspapers designated by the CSRC,
and apologize to the shareholders of the Company and the public
investors; (2) If the investor suffers losses in the securities trading due
to the failure to fulfill the commitments, the Company will compensate
the investor for the losses according to law after being recognized by

September
14,2016

Long term

Strictly
performed
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the CSRC, the stock exchange or the judicial organ; (3) The
commitment of stock price stability is the true meaning of the
Company. The responsible parties voluntarily accept the supervision of
the regulatory body, self-discipline organization and the public. If the
violation of the relevant commitments, the main body will bear
corresponding responsibilities according to law. 2. If the controlling
shareholder and the actual controller have delivered the notice of
increase to the Company, but failed to fulfill the obligation of
increasing the obligation, the Company has the right to detain the equal
amount of the cash dividends payable to the controlling shareholder
and the actual controller until the controlling shareholder and the actual
controller fulfill their obligation to increase. 3. If a Company director
or senior manager fails to fulfill his obligation to increase his or her
duties, the Company shall have the right to detain directors and senior
management salaries and cash dividends until the directors and senior
managers fulfill their obligations to increase their holdings. 4. If there
are any false records, misleading statements or major omissions in the
prospectus of this public offering of shares, the Company will make a
timely announcement, and the Company will disclose in its regular
report that the Company, its controlling shareholders, actual
controllers, and its directors, supervisors and senior management buy
back shares due to information disclosure violations, performance of
commitments such as acquisition of shares and compensation for
losses, as well as remediation and correction in case of failure to
perform commitments. 5. If the Company fails to perform, has failed to
perform or fails to perform on schedule due to objective reasons
beyond the control of the Company, such as changes in relevant laws
and regulations, policies, natural disasters and other force majeure, the
Company shall take the following measures: (1) Timely and fully
disclose the specific reasons for the Company's failure, failure or
failure to fulfill its commitments on schedule; (2) make supplementary
or alternative commitments to the investors of the Company (relevant
commitments shall be subject to relevant approval procedures in
accordance with laws, regulations and the articles of association), so as
to protect the rights and interests of investors as much as possible.

Controlling
shareholder,
actual controller

Commitment
on remedial
measures for
breaking faith

1. If the controlling shareholder and the actual controller have
delivered the notice of increase to the Company, but failed to fulfill the
obligation of increasing the obligation, the Company has the right to
detain the equal amount of the cash dividends payable to the
controlling shareholder and the actual controller until the controlling
shareholder and the actual controller fulfill their obligation to increase.
2. The controlling shareholder and the actual controller have signed the
commitment letter of false record, misleading statement or major
omission in the prospectus of this public offering of shares. The
controlling shareholder and the actual controller take the profit
distribution enjoyed by the controlling shareholder and the actual

September
14, 2016

Long term

Strictly
performed
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fails to perform, has failed to perform or fails to perform on schedule
due to objective reasons beyond the control of the director, supervisor
or senior manager such as changes in relevant laws and regulations,
policies, natural disasters and other force majeure, the director,
supervisor or senior manager shall take the following measures: (1)
Timely and fully disclose the specific reasons for the Company's
failure, failure or failure to fulfill its commitments on schedule; (2)
make supplementary or alternative commitments to the investors of the
Company (relevant commitments shall be subject to relevant approval
procedures in accordance with laws, regulations and the articles of
association), so as to protect the rights and interests of investors as
much as possible.

Paul Xiaoming

1. The giver does not, and will not, directly or indirectly engage in any
activity that constitutes horizontal competition with the existing and
future business of the Company and its holding subsidiaries, and is
willing to assume compensation liability for the economic losses
caused to the Company due to violation of the above commitments. 2.
For other enterprises directly and indirectly controlled by the
commitment person, the commitment person will adopt the
representative office and personnel (including but not limited to
directors, general managers, etc.) and the controlling position of the
giver in such enterprises, to ensure that such enterprises perform the
same obligations as the giver in this letter of commitment, to ensure

L . Commitment | that such enterprises do not compete with the Company and its holding
ee family, L Du . L e e .
Heyi Investment on §v0|d|ng subS|d|ar|e_s in t_he_sgr_ne industry, and th_e giver is willing to bear all November Long term Strictly
and Heli horizontal compensation liabilities for the economic losses caused to the 10, 2012 performed
| competition Company due to violation of the above commitments. 3. If the
nvestment . - e .
Company further expands its business scope on the basis of its existing
business, and this commitment person and the enterprise controlled by
this commitment person have carried out production and operation on
this, this commitment person promises to transfer the possible
horizontal competition business or equity held by this enterprise, and
agrees that the Company has the priority to acquire and operate under
the same commercial conditions. 4. Expect for the investment in the
Company, the commitment person will not invest in or operate the
products (or similar products, or products with alternative function)
developed, produced or operated by the Company and its holding
subsidiaries in any way in any place.
Company, The 1. The Company and its controlling shareholder and the actual
controlling commitment | controller make a commitment to the Company's ability to fill in the
shareholder and | that the return measures. It does not exceed the authority to interfere in the
actual Company's Company's management activities and does not occupy the Company's | September || Strictly
- ) - - . g term
controller, compensation | interests. 2. Directors and senior managers make a commitment to 14,2016 performed
director and measures can | fulfill the Company's return measures: (1) Promise not to transfer
senior be effectively | interests to other units or individuals free of charge or under unfair
management performed conditions, and not to damage the interests of the Company in other
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ways; (2) Promise to restrict the post consumption behavior of directors
and senior managers; (3) Promise not to use the Company's assets to
engage in investment and consumption activities unrelated to the
performance of its duties; (4) Commit that the remuneration system
formulated by the board of directors or remuneration committee is
linked to the implementation of the Company's measures to fill the
return; (5) Promised that the exercise conditions of the Company's
equity incentive to be announced are linked to the implementation of
the Company's compensation measures.

Paul Xiaoming
Lee family
member, the
controller of the
Company Heyi
Investment

Jerry Yang Li

Commitment
on avoiding
occupation of
the
&RPSDQ\V
funds

Commitment
on remedial
measures for
breaking faith

The giver, close relative and the affiliated enterprise under control
strictly restrict the funds of the Company and its subsidiary companies
in the operating capital transactions between the Company and its
subsidiaries; the Company and its subsidiaries shall not be required to
pay wages, welfare, insurance, advertising and other expenses; the
Company and its subsidiary funds are not directly or indirectly
provided to the undertaking, close relatives and controlled affiliated
enterprises, including: 1. to lend funds to the giver, close relatives and
controlled affiliated enterprises for use with compensation or free of
charge; 2. to provide entrusted loans without commercial substance to
the giver, close relatives and controlled affiliated enterprises through
banks or non-bank financial institutions; 3. Entrust the giver, close
relatives and controlled affiliated enterprises to carry out investment
activities without commercial substance; 4. To issue commercial
acceptance bills without real transaction background for the giver, close
relatives and controlled affiliated enterprises; 5. Repay debts on behalf
of the giver, close relatives and controlled affiliated enterprises;

6. Provide funds to the promisee, close relatives and controlled
affiliated enterprises in other ways without consideration for goods and
services; 7. Other methods recognized by China Securities Regulatory
Commission.

September
14, 2016

Due to the death of Ms. Wang Yuhua, a member of Paul Xiaoming
Lee's family who is the shareholder and actual controller of the
Company, |, as one of the heirs, inherited 10,416,022 shares of the
Company held by her according to her will and the contribution of the
Company's controlling shareholder Heyi Investment of RMB17.955
million. | promise that I will strictly fulfill the commitments disclosed
in the initial public offering and listing prospectus of the controlling
shareholder and actual controller. If the commitments of the controlling
shareholder and actual controller are not performed, cannot be
performed or cannot be performed on schedule (except for objective
reasons beyond the control of controlling shareholders and actual
controllers such as changes in relevant laws and regulations, policies,
natural disasters and another force majeure), | promise to strictly abide
by the following measures: 1. If the controlling shareholder or the
actual controller has served the Company with the increase notice but

October 25,
2018

~ failed to fulfill the increase obligation, the Company has the right to

Long term

Long term

Strictly
performed

Strictly
performed




2020 Annual Report of Yunnan Energy New Material Co., Ltd.

74

withhold the cash dividends payable to the same amount until the
controlling shareholder or the actual controller fulfills the increase
obligation; 2. The controlling shareholder and the actual controller
have signed the commitment letter of false record, misleading
statement or major omission in the prospectus of this public offering of
shares. The controlling shareholder and the actual controller take the
profit distribution enjoyed by the controlling shareholder and the actual
controller in the Company's profit distribution plan of the current year
and the following years as the performance guarantee of the above
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Technology commitments; 2. For other enterprises directly or indirectly holding by
this undertaking, the undertaking will pass the dispatched offices and
personnel (including but not limited to directors, general managers,
etc.), as well as the controlling position of the underwriter in such
enterprises, to ensure that such enterprises carry out the same
obligations as the Underwriters in this commitment letter, and ensure
that such enterprises do not compete with the Company and its
controlling subsidiaries in the same industry, the underwriters are
willing to take full responsibility for the economic losses incurred by
the Company in violation of the above commitments; 3. If the
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the period, such as dividend distribution, stock distribution, capital
reserve converted to share capital, the issue price shall be ex-right and
ex-dividend accordingly; 4. After two years after the expiration of my
commitment to hold shares, | will, through the reduction of the price of
the Company's shares in the two class market, meet the commitments
made on the basis of the market price, and the specific reduction plan
will be drawn up according to the market situation at that time; 5. |
promise that | will announce the Company's three days ahead of
schedule in the implementation of the reduction, and complete the
announcement within six months. at the same time, | will fulfill the
obligatio
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77

without real transaction background for the giver, close relatives and
controlled affiliated enterprises; e. Repay debts on behalf of the giver,
close relatives and controlled affiliated enterprises; f. Provide funds to
the giver, close relatives and controlled affiliated enterprises in other
ways without consideration for goods and services; g. Other methods
recognized by China Securities Regulatory Commission; (5) If the
giver, close relatives and controlled affiliated enterprises occupy the
funds of the Company and its subsidiaries and require the Company
and its subsidiaries to provide guarantees in violation of laws and
regulations, the Company's board of directors shall not transfer the
shares of the Company held and controlled before all the occupied
funds are returned and all the illegal guarantees are released, and
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dividend distribution, stock distribution, capital reserve converted to
share capital, the issue price shall be ex-right and ex-dividend
accordingly; 4. After two years after the expiration of my commitment
to hold shares, | will, through the reduction of the price of the
Company's shares in the two class market, meet the commitments made
on the basis of the market price, and the specific reduction plan will be
drawn up according to the market situation at that time; 5. | promise
that | will announce the Company's three da
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Company's

actual controller

and controlling
shareholder

Commitment
on dilution on
current returns
as a result of
the public
offering of
convertible
corporate
bonds, and the
return
recovery
measures

relevant regulatory or self-regulation measures shall be imposed or
taken in accordance with the relevant provisions and rules specified or
published by CSRC and Shenzhen Stock Exchange; if the Company or
investors suffered losses as a result of my breach or refusal, | am
willing to assume relevant liability for compensation.

1. not interfere with the operation and management activities of the
Company beyond the authority, and not encroach on the interests of the
Company; 2. since the date of this commitment up to completion of
this public offering of convertible corporate bonds, if the CSRC
imposes other new regulatory requirements in relation to the return
recovery measures and its commitments and such commitments cannot
meet such rules of the CSRC, | commit to issue supplemental
undertakings in accordance with the latest requirements of the CSRC.
In order to ensure the proper implementation of the return recovery
measures, | commit to strictly perform the above commitments. If |
breach or refuse to fulfill the above commitments, | will perform
obligations of interpretation and apology as required under the Guiding
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return Energy Technology, if the CSRC imposes other new regulatory
recovery requirements in relation to the return recovery measures and its
measures

80



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

scheme

1. If the information disclosure documents of the Company contain
false records, misleading statements or major omissions, resulting in
non-compliance with the granted rights and interests or the exercise of

Participants Participants
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2. Where any earnings forecast was made for any of the Company’s assets or projects and the Reporting
Period is still within the forecast period, the Company shall explain whether the performance of the asset or
project reaches the earnings forecast and why

¥$SSILFDEH F1$ RMBO01000
Name of asset Reason for .
. - Disclosure
or project . . Current Actual failure to
. Start time of ~ End time of
subject to forecast forecast performance current reach the
earnings forecasted performance forecast (if
forecast applicable)

82



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

The completion of performance commitments and their impact on the goodwill impairment test
The net profit attributable to the parent Company after deducting the non-recurring profit and loss in 2020 and the impact on the net
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,PSDFIRIIKH 31HZ = HEI SHVIUXFIXULQJ 6IDQGDUG™ RQ IIKH &RPSDQ\
The New Debt Restructuring Standard revises the definition of debt restructuring, clarifies the application of standards, such as
Accounting Standards for Business Enterprises No.22 - Recognition and Measurement of Financial Instruments, for debt
restructuring involving financial instruments, clarifies that assets other than financial
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Name of the domestic CPA firm

Dahua CPAs (SGP)

Fee foU GRPHVILF DXGLIRU 50% {

160

Consecutive years of audit services provided by the domestic
auditor

9 years

Names of the certified public accountants from auditor

Tang Rongzhou, Yao Rui

Consecutive years of audit services provided by the Certified
Public Accountants of domestic auditor

Tang Rongzhou * 2 year, Yao Rui + 1 years

Whether the CPAs firm was changed in the current period
F<Hv¥ 1R

Engagement of any CPAs firm for internal control audit, financial advisor or sponsor

FSSSIFOEH  ¥1$

Possibility of Delisting after Disclosure of this Annual Report

F $SSIFDEH  ¥1 $

XI. Matters Related to Bankruptcy and Reorganization

F $SSILFDEH ¥13$
No such cases in the Reporting Period.

XII. Material Litigation and Arbitration

F $SSILFDEH ¥13$
No such cases in the Reporting Period.

XI11. Punishments and Rectifications

¥ $SSIFDEHF 1 $
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Type of
Name Type Reason investigation and
punishment

Conclusion Disclosure
(if any) date

Disclosure
index
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information disclosure.

(8) On July 12, 2019, the 31% meeting of the third Board of Directors and the 26th meeting of the third Supervisory Committee of
the Company deliberated and approved the Proposal on Adjusting the Number and Repurchase Price of Restricted Stocks under the
2017 Restricted Stock Incentive Plan, the Proposal on the Fulfillment of Conditions for Unlocking within the Second Unlocking
Period under the 2017 Restricted Stock Incentive Plan, the Proposal on Repurchase and Cancellation of Part Incentive Stocks under
the 2017 Restricted Stock Incentive Plan, and other related proposals. For details, please refer to the Announcement on Adjusting the
Number and Repurchase Price of Restricted Stocks under the 2017 Restricted Stock Incentive Plan (No.:2019-084), the
Announcement on Repurchase and Cancellation of Part Incentive Stocks under the 2017 Restricted Stock Incentive Plan
(No.:2019-
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XVI. Significant related transactions

1. Related transactions arising from routine operation

¥$SSIUFDEHF 1 $

Related
transaction Relation
party
Joint-stock
Kunshasi
Company

88

Details of
related
transaction

Type of
related
transaction

Purchase of
raw materials
from related
parties

Pricing
principle Related
of the transacti
related on price

transaction

Related
transaction
amount(RM
%

Proportion in
the total
amount of
transaction of
the same type

Approved
transaction
limit(RMBO

1

Whether or
not the
transaction
limited
exceeded

Obtainable
Settlement X
market price
mode for
for the
related

transaction of

transaction
the same type

Disclosu
re date

Index to disclosed information
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and
Commercia
| Bank of
China

89

spouse of
Ms. Zheng
Haiying,
who is an
independe
nt director
of the
Company,
isa

non
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for the total amounts of routine related
transactions by type to occur in the current
period

related transactions estimated by the Company by type.

90

Reason for any significant difference between
the transaction price and the market reference
price (if applicable)

N/A
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XVII. Significant contracts and their execution

1. Trusteeships, Contracts, and Leases

(1) Trusteeships

F $SSIUFDEH  ¥1 $

No such cases in the Reporting Period.

(2) Contracts

FSSSIFOEH  ¥1$

No such cases in the Reporting Period.

(3) Leases

F $SSUFDEH  ¥1 $

No such cases in the Reporting Period.

2. Significant guarantees

¥ $SSIFDEHF 1 $

(1) Guarantees

8QU 50%

Guarantees provided by the Company and its subsidiaries for external parties (excluding those for subsidiaries)

Disclosur
e date of
the Actual Actual ee for a
e line date guarantee guarantee not par
announce not
None

Guarantees provided by the Company for its subsidiaries
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17, 2020 2019 guarantee
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17, 2020 2020 guarantee
. March September 27, Joint liability
Shanghai Energy 17, 2020 8,000 2020 0 guarantee 2 Years No Yes
- March October 29, Joint liability
Shanghai Energy 17, 2020 10,000 2020 1,511.17 guarantee 1 Year No Yes
March

Wuxi Energy
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Bank wealth Total amount of funds

- 120,000 120,000
management products  raised
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Green Power | es 8 meters factory 2014 standard

Discharge at
an altitude of 4
8 meters

Suzhou Nitrogen
Green Power  oxides
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Green Power to Shanghai Rural Commercial Bank Co., Ltd. Nanhui Sub-branch. In addition, Shanghai Energy
provided joint and several liability guarantee for this M&A loan equal to RMB 876 million. Please refer to the
"Announcement on Pledging the Equity of a Wholly-owned Subsidiary of the Company for Getting Loan" (No.
2020-102) disclosed by the Company on cninfo.com. The Company repaid the aforesaid loan in advance and
received the "Notice of Cancellation of Registration of Equity Pledge" from Administrative Approval Bureau of
Suzhou Wujiang District on September 21, 2020, and the Company released the aforesaid pledge of the pledge
equity. For details, please refer to the "Announcement on Repayment of M&A Loan and Release of Pledge of
G6XEVLGLDU\V (TXUN 1R -175) disclosed by the Company on cninfo.com.
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14. On November 10, 2020, the 16th meeting of the fourth Board of Directors of the Company deliberated
and approved the Proposal on Starting the Project of Wet-process Lithium-ion Battery Separator Film in Hungary,
and the Proposal on Signing Hungary Project Contract, and agreed that the subordinate Company SEMCORP
Hungary Kft invests in the construction of production line and supporting factory of wet-process lithium-ion
battery separator film in Debrecen, Hungary, and signed Preliminary Sale and Purchase Agreement with
" HEUHFHQL 9DJI\RQNH]HOE =iUIN JUHHQ OHN|GE SpV]YpQ\IiUlvDViJ WKH VXERUGLQDIH ZKRIO\ RZQHG VXEVLGLDU\ RI
Debrecen Government, Hungary. For details, please refer to the Announcement on Starting the Project of
Wet-process Lithium-ion Battery Separator Film in Hungary (No.: 2020-204) disclosed by the Company on
cninfo.com.

15. During the Reporting Period, Hongchuang Packaging completed procedures for business registration
change and filing due to the need to increase the business scope and obtained the business license renewed by
Yuxi Municipal Administration for Market Supervision. For details, please refer to the Announcement on the
Completion of Business Registration Change and Filing by Controlled Subsidiary (No. 2020-208) disclosed by the
Company on cninfo.com.

16. On November 23, 2020, the 18th meeting of the fourth Board of Directors of the Company deliberated
DQG DSSURYHG WiKH 3URSRVD0 RQ IKH &RQIURIHG 6XEVLGLDU\ 6KDQJIKDL (QHUJ\YV Participation in the Public
Delisting-based Acquisition of 76.3574% Equity of Newmi Tech, and agreed that Shanghai Energy, as the
interested party, participated in the transfer of 76.3574% equity of Newmi Tech, including 54.7629% equity of
Newmi Tech held by Yuntianhua Group and 21.5945% equity of Newmi Tech held by Yuntianhua Company. For
GHIDLOV SOHDVH UHIHU IR WKH $5QQRXQFHPHQII RQ IKH &RQIURIHG 6XEVLGLDUN 6KDQJKDL (QHUJ\V 3DUILFLSDILRQ LQ WKH
Public Delisting-based Acquisition of 76.3574% Equity of Newmi Tech (No.:2020-212) disclosed by the
Company on cninfo.com. On December 21, 2020, the 19th meeting of the fourth Board of Directors deliberated
and approved the Proposal on Signing Property Transaction Contract and Supplementary Agreement by the
Control
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Section 6 Share Changes and Shareholder Details

I. Changes in Shares
1. Changes in shares

Unit: share
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2. Domestically-listed

foreign shares 0.00%
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Incentive Plan of the Company and the Proposal on Buying Back and Writing Off Some Incentive Shares under the 2017 Restricted
Share Incentive Plan of the Company. The Board of Directors thinks that the Company has fulfilled the unlocking condition for the
third unlocking period set under the 2017 Restricted Share Incentive Plan of the Company. This time, a total of 83 incentive
beneficiaries have satisfied the unlocking conditions and can apply to unlock and trade a total of 3,404,080 restricted shares. The
unlocked shares started listing and circulation on July 23, 2020. At the same time, the Board of Directors and the Board of
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and other financial indicators for the last year and the last Reporting Period
¥ $SSOLFDECH F1%$
(1) The Company has bought back and written off a small number of restricted shares that were awarded to the incentive
EHQHILFLDULHV ZLWK DQ HYDOXDILRQ OHYHO RI 3*RRG” EXI QRI XQORFNHG GXULQJ WKH IKLUG XQORFNLQJ SHULRG RI SHVIULFIHG 6KDUH
Incentive Plan of the Company, and these shares have delivered a minor impact on the basic earnings per share and net assets per
share due to a small number.

= XULQJ WKH 5HSRUILQJ 3HULRG WKH FRQYHUVLRQ RI VKDUHV IURP WKH 3 (QHUI\ &RQYHUILEOH %RQGV” DQG IIKH SULYDIH RIIHring
of 69,444,444 shares have affected the basic earnings per share by RMBO0.05/share, affected the diluted earnings per share by some
RMBO/share and affected the net assets per share by some RMBO0.26/share.
2IIKHU FRQUHQIV WKDIf iKH &RPSDQ\ FRQVLGHUV QHFHVWDU\ RU DUH UHTXLUHG EN WKH VHFXULINV UHIXODIRU\ DXIIKRrities, to disclose
F $SS0LFDEH ¥13%$

2. Changes in restricted shares

¥$SSIFDEH ~ F1$

Unit: Share
Balance of Increase of Number of
shares subject shares subject restricted
Name of L. .
to restrictions to restrictions shares
shareholder .. . .
at beginning of on sale in unlocked in
period current period current period
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Xu Ming 1,835,873 458,968 1,376,905
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period

on August 15, 2021.

Future Industry
Investment

By the end of the
Reporting Period, some
shares obtained from the

Of the shares obtained
from the material asset
restructuring in 2018,

o 1,001,810 1,001,810 | material asset 75% were unlocked in

Fund (Limited . . .

Partnership) restrlfctyrlng in 20_18_st|II 2019, a_nd the remaining
remain in the restriction 25% will be unlocked
period on August 15, 2021.
By the end of the
Reporting Period, the The shares obtained
shares obtained from the | from the material asset

Zhuhai Hengjie 15,526,817 15,526,817 | material asset restructuring in 2018
restructuring in 2018 still | will be unlocked on
remain in the restriction August 15, 2021.
period

Total of the

other former By the end of the Of the shares obtained

domestic Reporting Period, the from the material asset

natural person shares obtained from the | restructuring in 2018,

shareholders 16,111,402 16,111,402 | material asset 75% were unlocked in

before material restructuring in 2018 still | 2019, and the remaining

asset remain in the restriction 25% will be unlocked

restructuring period on August 15, 2021.

(14 persons)

Total of By the_end of t he The shares obtained

shareholders Reporting Period, the .

L . from the private
participating in shares obtained from the offering of A shares of
private offering 0 69,444,444 69,444,444 | private offering of A

of A shares in
2020 (22
investors)

Total
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shares of the Company in
2020 still remain in the
restriction period

the Company in 2020
will be unlocked on
March 4, 2021.
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RMB100/bond
Convertibl (coupon rate: 0.40%
e corporate in the first year,
bonds of 0.60% in the second
Yunnan February year, 1.00% in the
Energy 11, 2020 third year, 1.50% in
New the fourth year,
Material 1.80% in the fifth
Co., Ltd. year and
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69,444,444 shares (A shares) to 22 specific investors, and completed the registration procedure for these new shares with China Clear
Shenzhen Branch on August 21, 2020. These shares started trading at Shenzhen Stock Exchange on September 4, 2020. This has
increased the total share capital of the Company by 69,444,444 shares. The Company has bought back and written off some restricted
VKDUHV RIDOLQJ VKDUHV KDl ZHUH DZDUGHG IR LQFHQILYH IIDUJHIV ZLIK DQ HYDOXDILRQ 0HYHO RI 3*RRG”™ GXULQJ IKH IIKLUG unlocking
period of 2017 Restricted Share Incentive Plan of the Company and completed the buyback and write-off procedure with China Clear
Shenzhen Branch on September 28, 2020, which has reduced the total share capital of the Company by 23,120 shares. Under the
approval granted by China Securities Regulatory Commission in the CSRC License [2019] No. 2701, the Company made a public
RIHUQJI Rl PLWLRQ 3(QHUI\ &RQYHUILEOH %RQGV” RQ YHEUXDU\ 7KH 3 (QHUI\ &RQYHUILEH %RQGV” VIDUIHG (LVILQJ DQG
UDGLQJ DI 6KHQTKHQ BIIRFN ( [FKDQJH RQ )HEUXDU\ DQG ZHUH FRQYHUILEOH LQIR IKH &RPSDQ\V shares as of August 17, 2020.
JURP $XIXVH IR = HFHPEHU IKH 3 (QHUI\ &RQYHUILEOH %RQGV” ZHUH FRQYHUIHG LQIR VKDUHV  ZKLFK KDV
increased the total share capital of the Company by 12,291,976 shares. As at the end of the Reporting Period, the Company recorded
the total share capital of 886,566,151 shares and a balance sheet of 43.60%.
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Overseas 73,470 46,275 27,194

0 470, 215, ,194,

Sherry Lee natural persons 8.29% 459 0 559 900
L. Domestic 69,837, | 232,00 69,833
0 837, ) 833,

Li Xiaohua natural person 1.88% 889 | 0 759 4,130

Kunming Domestic
Huachen non-state-owne 2 64% 23,383, 10,241, 19,4805 13,903,
Investment Co., T 775 245 39 236

Ltd.
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Company Limited

common shares

Renminbi denominated

Sherry Lee 27,194,900 27,194,900
common shares

Paul Xiaoming Lee 25,047,218 | Renminbi denominated 25,047,218
common shares

Zhang Yong 16,332,107 | Renminbi denominated 16,332,107
common shares

Kunming Huachen Investment Co., 13,903,236 Renminbi denominated 13,903,236

Ltd. common shares

Yuxi Heli Investment Co., Ltd. 0,558,686 | Renminbi denominated 9,558,686
common shares

National Social Security Fund 110 7.732.965 Renminbi denominated 7.732.965

Portfolio
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Director of the Company, and Yanyang Hui, Sherry Lee and JERRY YANG LI
take no positions at the Company.

Equities in other domestic and overseas
listed companies under control and with
participation during the Reporting Period

None

Change of controlling shareholder during the Reporting Period

F$SSSIFDEH ¥1$

The controlling shareholder of the Company has not changed during the Reporting Period.

3. Details about the actual controller and persons acting in concert

Nature of actual controller; Domestic natural person; overseas natural person

Type of actual controller: Natural person

Acquisition of right of

Name of actual controller Relationship with actual controller Nationality | residence in other countries

Paul Xiaoming Lee

111

or regions

Act in concert (including agreement, kinship and
common control)
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Controlling shareholder, actual controller and its related person

Nisnntne cnunnsmsinne and sanine mognsgmannt-, __dl__x__L\REh.H_v_;- N N~

[Tl Tl &4 -pd il

Legal person Natural person

Energy
Company

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

F $SSUFDEH ¥ 1 $
4. Other corporate shareholders holding more than 10% of the shares

¥ $SSIFDEH F1 $

Major operating activities

Legal
Name of legal person Date of 8 "
RiegsizrEd Capial or management activities

Representative/Princi .
shareholder pal of Organization Incorporation

Conduct venture capital
activities with free
capital; make project
investment and manage
investment project;
investment management,
_ o November 10 o invgstment consult_ing and
Heyi Investment Paul Xiaoming Lee 2010 ' RMB30 million social and economic
consultation. (Business
activities that require
approval in accordance
with the law shall be
subject to the business
scope approved by the
relevant authorities.)

5. Details about restrictions on shareholdings of controlling shareholders, actual controllers, restructuring
parties, and other entities making commitments

F $SSILFDEH ¥ 1 $
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Section 7 Details about Preferred Shares

FSSSIFDEH  ¥1$

During the Reporting Period, there were no preferred shares in the Company.
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Section 8 Details about Convertible Corporate Bonds

¥$SSIFOEHF 1 $

I. All Previous Adjustments to the Conversion Price
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IV. Significant Changes in the Guarantor’s Profitability, Asset Status, and Credit Status

FApplicable ¥1 $

V. The Company’s Liabilities at the End of the Reporting Period, Credit Changes, and Cash
Arrangements for Debt Repayment in Future Years

1. The Company's liabilities: relevant indicators such as the asset-liability ratio, interest coverage multiple, and loan repayment rate at
the end of the Reporting Period, and year-on-year changes are detailed in the "Section 11 Corporate Bonds" of this report.

2. Changes in the Company's credit standing: According to the Follow-up Rating Report on Public Offering of Convertible Corporate
Bonds by Yunnan Energy New Material Co., Ltd. (No.: Follow-up Rating on Corporate Bonds by Shanghai Brilliance (2020) 100053)
issued by the credit rating agency - Shanghai Brilliance Credit Rating & Investors Service Co, Ltd., the credit rating of the Company
RQ IKH ZKROH ZDV $$ IKH FUHGLI UDILQJ RI 3FRQYHUILEOH FRUSRUDIH ERQGV RI <XQQDQ (QHUJI\ 1HZ ODIHULD0 &R /G ~ ZDV $$ DQG Wihe
VDLG ERQGY ZHUH DIILUPHG ZLIK D 3VIDEOH™ RXIORRN 7KH DERYH-mentioned follow-up rating results have not changed compared with the
previous rating results. For details about the above-mentioned follow-up rating reports, refer to http://www.cninfo.com.cn/.

3. Cash arrangements for debt repayment in future years: The Company's credit status is good, the asset-liability structure is
reasonable, and banks and other financial institutions grant sufficient comprehensive credit to the Company. The Company can
quickly and effectively obtain financing support from financial institutions. The Company has stable operations and good
performance, and can obtain stable operating cash flow through endogenous growth. At the same time, the Company actively
promotes the implementation of fundraising projects through convertible corporate bonds to further enhance its profitability. If the
Company meets the put provision and redemption clauses and repayment of principal and interest when due as disclosed in the
prospectus of convertible corporate bonds, the Company can pay the bondholders' principal and interest with its own funds and

financing.

116



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

Section 9 Directors, Supervisors, Senior Management and Employees

I. Changes in Shares Held by Directors, Supervisors, and Senior Management

Quantity
Shares held  Of shares
. at the increased
. E . .
Name Title Service Gender Age Start nd beginning of in the
status date date .
the period current
(share) period
(share)
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April | April

\I:\i/zng g‘i(:zgteonrdem Resigned | Male 51 | 20, 8,
g 2017 | 2020
April | April

Chen Tao Supervisor Current Male 43 | 20, 7,
2011 | 2023
Chairman of ;armu April

Zhang Tao  Board of Current Male 44 y 7,
Supervisors 3 2023

2019
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I11. Positions Held

Professional background, main working experience and main duties in the Company of current directors, supervisors, and senior
management of the Company

(1) Members of the Board of Directors

1. Paul Xiaoming Lee, Chairman of the Company, male, born in 1958, American nationality with the right of residence in foreign
FRXQIU\ DQG PDVIHUfV GHIUHH -RLQHG - XQPLQJ 30DVILF SHVHDUFK ,QVILIXIH RI &KLQD LQ DFIHG DV iKH OLFH 3UHVLGHQN IRP 84 to
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Paul Xiaoming

Lee Kunshasi Vice Chairman May 1, 1996 March 17, 2021 None
Paul Xiaoming Shanghai Ruiji New Material Director January 20, 2020 March 17, 2021 None
Lee Technology Co., Ltd.
. . Director and
Li Xiaohua Kunshasi May 1, 1996 March 17, 2021 None
General Manager
Li Xiaohua Shanghai Ruiji New Material Chairman January 20, 2020 March 17, 2021 None
Technology Co., Ltd.
Alex Cheng Shanghai Ruiji New Material Director January 20, 2020 March 17, 2021 None
Technology Co., Ltd.
Lu Jiankai El;zhi$d8hanghe Electronics Director November 5, 2015 | November 4, 2021 | None
Angiu Huahang Executive Director
Lu Jiankai Environmental Technology and General October 13, 2020 October 12, 2023 None
Co., Ltd. Manager
Lu Jiankai Dezhou Shayun Electronic Director October 30, 2019 October 29, 2022 None
Commerce Co., Ltd.
Qingdao Huahang
Lu Jiankai Environmental Technology Chairman June 19, 2017 June 18, 2023 None
Co., Ltd.
Shanghai Yangyue Executive
Lu Jiankai Investment Partners (Limited | President and July 12, 2012 July 11, 2021 None
Partnership) Partner
. . Executive Director
Lu Jiankai Qingdao Bopu Photoelectric and General August 3, 2016 August 2, 2022 None
Technology Co., Ltd.
Manager
Shanghai Yangyue Executive Director
Lu Jiankai Investment Management Co.,  and General February 13, 2019 February 12, 2022 Yes
Ltd. Manager
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F$SSSIFDEH ¥1$

IV. Remuneration for Directors, Supervisors, and Senior Management

Decision-making procedures, determination basis and actual payment of remuneration for directors, supervisors, and senior

management

1. Decision-making procedure for remunerations of directors, supervisors and senior management: The Remuneration &
Evaluation Committee of the Board of Directors of the Company studies and establishes the evaluation standard, remuneration policy
and plan for the directors, General Manager and other senior management members of the Company, the Board of Directors reviews
the remunerations for the senior management, the General Meeting of Shareholders reviews the remunerations of the directors and
the supervisors, and the Human Resources Department and the Finance Department of the Company assist the Remuneration &
Evaluation Committee of the Board of Directors to implement the remuneration plan for the directors and the senior management of

the Company.

2. Basis for determining the remunerations of directors, supervisors and senior management: The remunerations for the directors
and supervisors are determined in line with the actual working status of the Company and in combination of the current market
situation. The remunerations of the senior management are determined in line with related provisions of the Company and in
combination of the operating objectives of the Company in 2020 and concrete job responsibilities the senior management members of
the Company take to complete the annual operating objectives.

3. Actual payment of remunerations to the directors, supervisors and senior management: The remunerations of the Independent
Directors are paid to personal accounts based on the standard and schedule every quarter. The remunerations of other people are paid
based on respective evaluation result on a monthly basis or at the time specified by the remuneration payment policy.

Remuneration for directors, supervisors, and senior management during the Reporting Period

80U 50%

Total pre-tax Whether remuneration
Company Company
Paul Xiaoming Lee | Chairman Male 63 | Incumbent 118.34 None
Li Xiaohua Director Male 59 | Incumbent 120.29 None
Yan Ma Director Female 62 | Incumbent 0 None
Alex Cheng Director Male 63 | Incumbent 6.19 None
Xu Ming Director Male 46 | Incumbent 28.11 None
Feng Jie Director Male 57 | Incumbent 27.94 None
Lin Haijian Director Male 48 | Resigned 0 None
Song Kungang Independent Director | Male 73 | Resigned 1.36 None
Wang Ping Independent Director | Male 51 | Resigned 1.36 None
Lug 265.8Jiankai | Independent Director | Male 43 | Incumbent 5 None
Tang Changjiang Independent Director | Male 51 | Incumbent 3.64 None
Zheng Haiying Independent Director | Female 58 | Incumbent 3.64 None

Zhang Tao
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Officer

Pang Qizhi g?fiiecfelr:inancial Male 42 | Resigned 29.12 None

Total -- - - | - 443.14 --

Equity incentives granted to directors and senior management during the Reporting Period

F$SSILFDEH ¥ 1 $

V. Employees of the Company

1. Number of employees, composition by profession, and educational level
Incumbent staff of parent company (person) 229
Incumbent staff of major subsidiary (person) 3,908
Total incumbent staff (person) 5,040
Total staff receiving remunerations in current period (person) 7,168
Number of retirees whose expenses shall be borne by the 0
parent company and major subsidiaries (person)

Composition by profession
Category of profession Number of profession (person)
Production staff 3,984
Sales people 94
Technician 369
Financial staff 86
Administrative staff 507
Total 5,040
Education level

Category of education level Number (person)
" RFIRU{V GHJUHH DQG DERYH 8
ODVIHUYV GHIUHH 77
%DFKHORUSV GHIUHH 538
Junior college 1,124
Middle vocational school and below 3,293
Total 5,040

2. Remuneration policy

During the Reporting Period, the Company observed the principles of distribution based on labor, efficiency priority combining
fairnHVW DQG VXVIDLQDEOH GHYHORSPHQI DQG RQ WKLV EDVLY #KH &RPSDQ\ PDGH GHIDLOHG SROLFLHV LQ UHVSHFI RI VIDIIV UHPXQHUDILRQ IUinge
benefit, performance evaluation and other aspects. The Company built a new salary architecture featuring a wide range and
3KLHUDUFKLFDO 0DGGHU™ DQG LPSOHPHQIHG IKH WZR-level salary distribution mechanism. At the same time, the Company has linked the
salary and bonus to the working time at the Company, output, cost, fixed staff of every position, equipment maintenance and other
factors, and established a reasonable evaluation mechanism. The Company has taken multifaceted measures, including diversification
of internal remuneration structure, to attract high-quality human resources. These measures have helped the Company improve the

overall performance, realized a sustainable development of the Company and made the Company more competitive in the market.

The Company has actively explored and continuously deepened the income distribution system. In future, the Company will make a

moderate adjustment to the remuneration system based on its performance, market situation and industry trend.

123




Www_Cpip:o.com.cn



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

Section 10 Corporate Governance

I. Basic Information of Corporate Governance

During the Reporting Period, the Company established and improved the modern enterprise system in strict accordance with the
Company Law, Securities Law, Shenzhen Stock Exchange Listing Rules, Code of Corporate Governance for Listed Companies in
China and other relevant laws and regulations, and constantly improved the corporate governance structure, improved the internal
control system and standardized the Company's operation.

During the Reporting Period, the Company held 7 shareholders' meetings, 25 board meetings, 22 meetings of Board of Supervisors,
etc. The procedures for holding the meetings are legal and the resolutions are legal and effective.

Were there any significant differenceV EHIZHHQ IKH &RPSDQ\fV DFIXD0 JRYHUQDQFH VIDIXV DQG IKH UHIXODIRUN GRFXPHQIV LWXHG E\
CSRC on listed company governance

F<V¥ 1R
7KHUH ZDV QR GLIIHUHQFH EHIZHHQ IKH &RPSDQ\YV JRYHUQDQFH VIDIXV DQG IKH &RPSDQ\ /DZ DQG UHIHYDQI UXOHV RI &658&
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is no case of relying on or entrusting shareholders or other related parties to sell products, or relying on or entrusting shareholders or
other related parties to purchase raw materials. There is no horizontal competition with the controlling shareholders, actual
controllers and the enterprises under their control. The actual controller of the Company, Paul Xiaoming Lee's family, controlling
shareholder Heyi Investment and shareholder Heli Investment have all made commitments to avoid horizontal competition. For
details, please refer to Section 5-111-  &RPPLIPHQIV PDGH EN\ IKH &RPSDQ\fV DFIXD0 FRQIURIHUV VKDUHKROGHW UHODIHG SDUILHV
purchasers, and others that were fulfilled during the Reporting Period and those not fulfilled as of the end of the Reporting Period".

I11. Horizontal Competition

F $SSIUFDEH  ¥1 $

IV. Details about the Annual General Meeting and Extraordinary General Meeting of
Shareholders Convened during the Reporting Period

1. Details about the shareholders’ general meeting during the Reporting Period

. . Investor Disclosure . .
Meeting Meeting Type L Date Convened Disclosure index
Participation Date
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of Shareholders in
2020

General Meeting of
Shareholders in 2020
(Announcement No.:
2020-128) on
cninfo.com

Fifth
Extraordinary

Extraordinary

September 14,

September 15,

Announcement on
Resolutions of the
Fifth Extraordinary
General Meeting of

of Shareholders in
2020

of Shareholders

1 i 0,

General Meetmg_ General Meeting 57.63% 2020 2020 Shareholders in 2020

of Shareholders in | of Shareholders

2020 (Announcement No.:
2020-170) on
cninfo.com
Announcement on

Sixth R.esolutlons of.the

Extraordinar Extraordinar Sixth Extraordinary

General Mee)t/in General Meeilin 59 079 September 24, September 25, | General Meeting of

g g =7 2020 2020 Shareholders in 2020

(Announcement No.:
2020-177) on
cninfo.com

2. Extraordinary general meeting requested by the preferred shareholder with restitution of voting rights

F $SSILFDEMH

¥1%$

V. Performance of Independent Directors during the Reporting Period

1. Details of independent directors’ attendance at board meetings and shareholders’ general meetings

= HIDLOV RI LQGHSHQGHQI GLUHFIRUV] DINHQGDQFH DIl ERDUG PHHILQJV DQG VKDUHKROGHUV] JHQHUDO PHHILQJIV

Name of
independent
director

127

Meetings
required to
attend
during the
Reporting
Period
(times)

Attendance
in person

(times)

Attendance
by way of
telecommuni
cation
(times)

Non-attenda

nce in Attendance
Entrusted in
Absence person for
presence ) W0 shareholders
(times) .  JHQHUDO
consecutive .
. meeting
times or not
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During the Reporting Period, no independent directors objected to relevant events of the Company.
3. Other details about the performance of independent directors

Was advice to the Company from independent directors adopted

F<HV¥ 1R
Explanation of advice to the Company from independent directors adopted or not
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IX. Internal Control Assessment Report

1. Details on material weakness in the Company’s internal control during the Reporting Period

F<tV¥ 1R

2. Self-assessment report on internal control

Disclosure date of the assessment
report on internal control

March 18, 2021

Disclosure index of the assessment
report on internal control

Ratio of total assets of the unit
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X. Audit Report or Authentication Report on Internal Control

Authentication report on internal control

Audit opinion in the audit report on internal control

According to the identification of major defects in the internal control of the Company's financial report, there were no major
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Section 11 Corporate Bonds
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Reasons for change, procedXUHV SHUIRUPHG LPSDFIl RQ LQYHVIRUV LQWHUHVIV. HIF  ZKHUH IKH
bond trustee or credit rating agency changed during the Reporting Period (if applicable)

N/A

I11. Use of Proceeds from Bond Offering

Use of proceeds from bond offering and
procedures performed

132

At the 40th meeting of the third Board of Directors of the Company, the Proposal on
Opening a Special Account for Proceeds from Offering of Convertible Corporate
Bonds and Signing a Regulatory Agreement for Proceeds was reviewed and passed.
The Company opened a special account for proceeds from offering in Qianxing Road
Sub-branch, Kunming Branch of China Merchants Bank, to deposit the proceeds
from offering of convertible corporate bonds, and signed the Tripartite Supervision
Agreement on Proceeds with Kunming Branch of China Merchants Bank and CITIC
Securities Company Limited (Sponsor). After deducting RMB10 million of
underwriting and sponsorship fees from the proceeds from offering of convertible
corporate bonds, the balance of RMB1.59 hillion was remitted by the sponsor (lead
underwriter) to the special deposit account of proceeds designated by the Company
on February 17, 2020. After deducting the underwriting and sponsorship fees
(excluding tax) of RMB9,433,962.26 and other offering expenses (excluding tax) of
RMB4,443,396.23 from the total amount of proceeds from public offering of
convertible corporate bonds, the net amount of proceeds from offering of the
Company was RMB1,586,122,641.51. Dahua CPAs (SGP) verified the receipt of the
proceeds and issued the Verification Report (DHYZ [2020] No. 000047). At the 42nd
meeting of the third Board of Directors of the Company, the Proposal on the Use of
Proceeds from Offering of Convertible Corporate Bonds to Replace Self-raised
Funds Invested in Fund-raising Investment Projects in Advance was considered and
approved, agreeing to use of proceeds to replace self-raised funds invested in
fund-raising investment projects in advance, with a total replacement amount of
RMB1,586,122,641.51. At the 42nd meeting of the third Board of Directors of the
Company, the Proposal on the Use of Proceeds from Offering of Convertible
Corporate Bonds to Replace Self-raised Funds Invested in Fund-raising Investment
Projects in Advance was considered and approved, agreeing to use of p
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Supervision Agreement on Proceeds.

At the 42nd meeting of the third Board of Directors of the Company, the Proposal on
the Use of Proceeds from Offering of Convertible Corporate Bonds to Replace
Self-raised Funds Invested in Fund-raisin

considered and approved, agreeing to use of proceeds to replace self-raised funds
invested in fund-raisin

amount of RMB1,586,122,641.51. As of April 30, 2020, the Company's proceeds
from offering of convertible corporate bonds were all replaced, and the balance of
the special account was RMBO. The Company completed the account cancellation
procedures for the special account as required by special account management.

Whether the use of proceeds was in line
with that mentioned in the prospectus, Yes
the plan for use and other agreements

IV. Rating Results of Corporate Bonds

The rating was implemented on July 18, 2019 for the first time. According to the Credit Rating Report on Public Offering of
Convertible Corporate Bonds by Yunnan Energy New Material Co., Ltd. (No.: Credit Rating on Corporate Bonds by Shanghai
Brilliance (2019) 010759) issued by Shanghai Brilliance Credit Rating & rvestors Service Co, Ltd., the credit rating of the Company
RQ IKH ZKROH ZDV $$ IKH FUHGLI UDILQJ RI 3FRQYHUILEOH FRUSRUDIH ERQGV RI <XQQDQ (QHUJI\ 1HZ ODIHULD0 &R /NG ~ ZDV $$ DQG Wihe
VDLG ERQGY ZHUH DIILUPHG ZLIK D 3VIDEOH™ RXIORRN

The follow-up rating was implemented on May 15, 2020. According to the Follow-up Rating Report on Public Offering of
Convertible Corporate Bonds by Yunnan Energy New Material Co., Ltd. (No.: Follow-up Rating on Corporate Bonds by Shanghai
Brilliance (2020) 100053) issued by Shanghai Brilliance Credit Rating & rvestors Service Co, Ltd., the credit rating of the Company
RQ IKH ZKROH ZDV $$ IKH FUHGLI UDILQJ RI 3FRQYHUILEOH FRUSRUDIH ERQGV RI <XQQDQ (QHUJI\ 1HZ ODIHULD0 &R /NG ~ ZDV $$ DQG Wihe
said bonds were affirPHG ZLIK D 3VIDEOH™ RXIRRN

V. Credit Enhancement Mechanism, Repayment Plans and Other Repayment Guarantee
Measures

1. Regarding the convertible bonds issued this time, interest payment annually and payment of principal and the interest of the last
year upon maturity shall be adopted. According to the current interest enjoyed by the holders of total par value of convertible bonds
for each full year since the first day of convertible bond offering, the coupon rate of the Company's convertible bond is 0.40% in the
first year, 0.60% in the second year, 1.00% in the third year, 1.50% in the fourth year, 1.80% in the fifth year and 2.00% in the sixth
year. Within 5 business days after the maturity date of the convertible bonds, the Company will repay all the principal and interest of
the last year for the convertible bonds which are not yet transferred.

2. The convertible bonds of the Company are unsecured.

3. Put provision of convertible bonds of the Company

(1) Conditional put provision: In the last two interest-bearing years of the convertible bonds issued this time, if the closing price of
the Company's shares is lower than 70% of the current conversion price in any 30 consecutive trading days, the holders of the
convertible bonds have the right to put-back all or part of the convertible bonds held by them to the Company in the par value plus
the current accrued

distribution of stock dividends, conversion of capital reserve into share capital, new share issuance (excluding the share capital
increase due to the conversion of convertible bonds to shares) , allotment of shares and distribution of cash dividends, etc., the
conversion price and closing price before adjustment shall be adopted on the trading day before the adjustment day, while the
adjusted conversion price and closing price shall be adopted on the trading day on and after the adjustment day. If there is a
downward revision of the conversion price, IKH VDLG FRQVHFXILYH WUDGLQJ GD\V~ VKDQO EH UHFDOFXODIHG DI #KH UHYLVHG FRQYHWLRQ
price after the first trading day after the adjustment of the conversion price. Holders of convertible bonds in the last two
interest-bearing years can exercise the put options once each year after the put provision is met for the first time. If the put provision
is met for the first time while the holders of convertible bonds do not make an announcement or implement the put-back during the
put-back Reporting Period of the Company, the put option cannot be exercised in that interest-bearing year. The holders of
convertible bonds cannot exercise partial put options multiple times.

(2) Additional put provision: If the implementation of the investment project with proceeds from offering of convertible corporate
bonds of the Company is not in line with the Company's commitment in the prospectus, and the inconformity is identified by the
China Securities Regulatory Commission as a change in the use of the proceeds, holders of convertible bonds may enjoy the put
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option once. Holders of convertible bonds have the right to carry out put-back of all or part of the convertible bonds they hold to the
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X. Credit Lines Granted by Banks, Their Utilization and Repayment of Bank Loans during
the Reporting Period

The Company has maintained a good credit standing, business relations with multiple banks and good reputation. As of the end of the
Reporting Period, the Company has obtained a total line of credit up to RMB18.10 billion from several commercial banks and
recorded an actual balance of RMB5.09 billion in use. During the Reporting Period, the Company repaid the principal plus interest
totaling RMB5,56 billion on time and incurred no extension, reduction and exemption.

XI. Fulfillment of Agreements or Commitments Made in Bond Prospectuses of the Company
during the Reporting Period

During the Reporting Period, the Company strictly implemented the relevant agreements or commitments made in the bond
prospectus, and there was no breach of agreements or commitments that damaged the interests of bondholders.

XI1. Significant Events during the Reporting Period

The Company issued convertible bonds on February 11, 2020. During the Reporting Period, the Company expanded the business
scale of lithium-ion battery separator film. As of the end of the Reporting Period, the short-term borrowings of the Company has
declined by RMB874,685,500 from the beginni
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Section 12 Financial Report

I. Audit Report

Type of audit opinion Standard unqualified opinion

Audit report signing date March 17, 2021

Audit organization name Dahua CPAs (SGP)

Audit report No. Da Hua Shen Zi [2021] No. 001534
Name of Certified Public Accountant Tang Rongzhou, Yao Rui

Body of the audit report

To all shareholders of Yunnan Energy New Material Co., Ltd.:

I. Audit Opinions

136

We have audited the financial statements of Yunnan Energy New Material
&R /IG  3IKH &RPSDQ\" LQFOXGLQJ IIKH FRQVRILGDIHG DQG WKH SDUHQI FRPSDQ\fV
balance sheets as of December 31, 2020, the consolidated anG SDUHQI FRPSDQ\{V
LQFRPH VIDIHPHQII WKH FRQVRILGDIHG DQG IKH SDUHQI FRPSDQ\{V FDVK 10RZ VIDIHPHQ
WKH FRQVROLGDIHG DQG WKH SDUHQH FRPSDQ\{V VIDIHPHQW RI FKDQJHV LQ HTXLIN IRU
and the relevant notes to financial statements.

In our opinion, the enclosed financial statements were prepared in accordance
with the Accounting Standards for Business Enterprises in all material aspects and
IDLUN UHIOHFWHG IIKH &RPSDQ\{V FRQVRILGDIHG DQG IIKH SDUHQI FRPSDQ\{V ILQDQFLDO
positions as of December 31, 2020 as well as the consolidated and the parent
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1. Description of matters

Please refer to Note I1V-(33) and Note VI-40 of the consolidated financial
statements for the accounting policies and book amount information of the
revenue recognition of the Company in this year.

The operating income of the Company in 2020 amounted to
RMB4,283,007,600, which was the main source of its profit and affects its key
performance indicators. In addition, according to the industry practice, after
signing the sales order with customer, the Company arranges production based on
customer's requirements, delivers it to customers pursuant to the agreed delivery
method, obtains the customer's evidence on the transfer of the ownership of goods,
and then recognizes the sales revenue. Since the time of revenue recognition is
later than the product delivery, and the delivery time and delivery document
recognition are all dependent on the customer, there may be significant risk of
misstatement if the sales revenue is fully included in the appropriate accounting
period. Therefore, we recognize revenue as a key audit matter.

2. Audit Response

Our key audit procedures for revenue recognition include:

(1) Understand and evaluate the design of internal control of revenue recognition by
the management, and test the effectiveness of key control implementation;

(2) Obtain a major business contract, identify terms and conditions related to the
transfer of commodity ownership, and assess whether the income recognition
policy of the Company is in line with the relevant provisions of the enterprise
accounting standards;

(3) Understand the background and basic information of the main customers, identify
whether they are related parties, and confirm the accounts receivable balance and
sales amount of the main customers by confirmation letters;

(4) Select samples from the sales revenue ledger, check the relevant documents such
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situation and the forecast of the future economic situation, the management considers
to accrue bad debt for the accounts receivable according to the expected credit loss in
the whole duration. As the determination of the amount of bad debt provision requires
the management to use significant accounting estimates and judgments, and accounts
receivable is important to the financial statements, therefore, we regard the bad debt
provision of accounts receivable as a key audit matter.

2. Audit response

(1) Understand and evaluate the management's key internal control over the
daily management and provision for accounts receivable, and carry out the
corresponding walk through test;

(2) For accounts receivable with significant single amount and credit impairment
occurred after initial recognition, all the bases for the management's assessment of the
expected future available cash flow shall be reviewed to analyze whether it is
reasonable;

(3) For the accounts receivable of bad debt provision withdrawn by the
management according to the combination of credit risk characteristics, combined
with the credit risk characteristics and aging analysis, evaluate the rationality of the
withdrawal of bad debt provision by the management;

(4) The adequacy of the management's provision for bad debt is evaluated in
combination with the check of payment collection after the period,;

(5) Assess whether the management's disclosure of accounts receivable financial
statements is appropriate.

Based on the audit procedures we have implemented and the evidence we have
obtained, we believe that the accounting estimates of the bad debt provision of
accounts receivable made by the Company are fully reasonable.

IV. Other Information
7KH &RPSDQ\{V PDQDJHPHQN LV UHVSRQVLEOH IRU IIKH RIKHU LQIRUPDILRQ 7KH
other information comprises all of the information included in the financial report
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cease operations, or have no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the
&RPSDQ\{V ILQDQFLDO UHSRUILQJ SURFHW
V1. Responsibilities of CPA for Auditing Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
HUURU DQG R LVWWXH DQ DXGLIRUIV UHSRUN WKDW LQFOXGHV RXU RSLQLRQ SHDVRQDE(H DVVXUDQFH
Is a high level of assurance, bu
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communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the financial statements of
the current period and are therefore the key audit matters. We describe these matters
LQ RXU DXGLIRU{V UHSRUI XQOHWV 0DZ RU UHIXODILRQ SUHFOXGHV SXEOLF GLVFORVXUH DERXW IIKH
matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

I1. Financial Statements
The unit of notes to financial statements is: RMB
1. Consolidated balance sheet

Prepared by: Yunnan Energy New Material Co., Ltd.
December 31, 2020
Unit: RMB

Item December 31, 2020 December 31, 2019

Current assets:
Monetary funds 2,374,743,862.70 1,011,554,636.06
Settlement reserves
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Non-current assets:

Loans and advances to
customers

Debt investment

Other debt investment

Long-term receivables

Long-term equity investments
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Dividends payable 7,871,573.20 7,574,667.67
Fees and commissions payable
Reinsurance amounts payable
Hold-for-sale liabilities
i thi#g’::;;;erm Tl s e 526,281,063.88 448,243,627.51
Other current liabilities 1,021,339.34
Total current liabilities 4,289,673,440.97 4,229,322,190.56
Non-current liabilities:
Insurance contract reserves
Long-term borrowings 2,666,911,132.37
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Current assets:

Monetary funds 1,356,011,083.93 173,535,371.19

Held-for-trading financial assets 1,210,015,416.66

Derivative financial assets

Notes receivable 439,422,816.05 9,600,000.00

Accounts receivable 13,500,863.18 41,692,384.78

Receivable financing

Prepayments 424,285.77 1,230,107.09

Other receivables 4,145,526,029.74 1,101,125,909.57

Including: Interest receivable
Dividends receivable 241,040,000.00 272,540,000.00

Inventories 11,921,375.85 24,548,426.09

Contractual assets

Held-for-sales assets

Non-current assets due within
one year

Other current assets 571,205.74 1,866,350.09
Total current assets 7,177,393,076.92 1,353,598,548.81
Non-current assets:

Debt investment

Other debt investment

Long-term receivables

Long-term equity investments 4 AR? NAR R71 A? 4,167,834,622.62

Investments in other equity

instruments
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Advances from customers 688,175.71
Contractual liabilities 306,389.38
Employee benefits payable 198,382.51
Taxes payable 3,921,261.63 5,190,155.03
Other payables 98,408,526.81 502,673,483.50
Including: Interest payable
Dividends payable
Hold-for-sale liabilities
Withilr\]lgrr]]ec;g;ernt liabilities due 2.806,004.27
Other current liabilities 39,830.62
Total current liabilities 272,576,125.30 909,826,026.58
Non-current liabilities:
Long-term borrowings 290,000,000.00
Bonds payable 755,725,620.04

Including: preferred shares

Perpetual bonds

Lease liabilities

Long-term payables

Long-term payroll payable

Estimated liabilities

Deferred income
Deferred income tax liabilities
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Fee and commission
incomes

11. Total operating cost
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1. Net profit from continuing
operations (net loss is indicated with 1,175,649,460.92
o
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attributable to minority interests

VIII. Earnings per share:

(1) Basic earnings per share

1.34

1.06

(1) Diluted earnings per share

1.34

1.06

Legal representative: PAUL XIAOMING LEE

accounting department: Liu Lianhua

4. Income statement of parent company

Person in charge of accounting work: Li Jian

Person in charge of

Unit: RMB
Item 2020 2019
1. Operating income 234,623,935.16 435,495,970.14
Less: Operating cost 168,222,882.65 326,842,879.99
Taxes and surcharges 2,880,451.60 3,796,804.93
Selling expenses 448,512.10 13,460,720.37
Administrative expenses 19,514,060.89 41,219,833.24
R&D expenses 7,495,274.77 14,039,341.87
Financial expenses -4,489,911.90 1,981,921.71
Including: Interest
expense 103,063,984.02 10,247,211.39
Interest income 107,278,598.69 7,882,890.73
Add: Other income 852,455.62 1,420,499.05
Investment income (loss is
LQGLFDIHG ZUIK 2-" 58,000,000.00 160,000,000.00
Including: Income from
investment in associates and joint
ventures
Derecognized
financial assets measured by
amortized cost (loss is indicated with
Y
Net exposure hedging
LQFRPH O0RW LV LQGLFDIHG ZLiK 3-
Income from changes in
IDLU YDOXH ORVV LV LQGLFDIHG ZLIK 3-" 10,015,416.66
Credit impairment losses
IRW LV LQGLDIHG ZLIK 3-" -7,013,346.63 -2,862,924.22
Asset impairment losses
(loss is indicated ZLIK 3-
Income from disposal of
DVWHIV ORWY LV LQGLFDIHG ZLIK 3-~ -11,416.29
;.Lwi)g?[atmg profit (loss is indicated 102,395,774.41 192.712,042.86
Add: Non-operating income 305,202.78 22,800.87
Less: Non-operating expenses 601,273.52 196,959.99
;{m;rgf?l profit (total loss is indicated 102,099,703.67 192,537,883.74
Less: Income tax expense -25,870,566.29 -1,463,417.32
\IA\,{.ﬁ!\lItla_tueroflt (net loss is indicated 127,970,269.96 194,001,301.06
() Net profit from continuing 127,970,269.96 194,001,301.06

147



Www_Cpip:o.com.cn



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

customers and placements from
corporations in the same industry

Net increase in borrowings from
the central bank

Net increase in placements from
other financial institutions

Cash received for receiving
premium of original insurance
contract

Net cash received from
reinsurance business

Net increase in deposits of the
insured and investment

Cash received from interests,
fees and commissions

Net increase in placements from
banks and other financial institutions

Net increase in repurchasing

Net cash received from acting
sale of securities

Receipts of tax refunds

245,563,708.07

67,271,303.44

Other cash receipts related to
operating activities

343,505,512.60

440,968,285.34

Subtotal of cash inflows from
operating activities

3,780,284,210.92

3,309,747,737.65

Cash payments for goods
purchased and services received

1,980,955,396.48

1,579,794,759.70

Net increase in loans and
advances

Net increase in deposits in the
Central Bank and other financial
institutions

Cash paid for claim settlements
on original insurance contract

Net increase in placements to
banks and other financial institutions

Cash paid for interests, fees and
commissions

Cash paid for policy dividends

Cash paid to and on behalf of
employees

375,257,883.44

337,831,154.53

Payments of all types of taxes

149

256,970,205.27

264,858,968.34




2020 Annual Report of Yunnan Energy New Material Co., Ltd.

assets
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| equivalents |

6. Cash flow statement of parent company

Unit: RMB

Item 2020

I. Cash flows from operating
activities:
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Net cash flows from investment -6.770.057.109.30 -252 505.550.70
activities SRS PRI
111. Cash flows from financing
activities:
~ Cash received from absorbing 4.982,504,554.49
investment
Cash received from borrowings 1,416,500,000.00 242,986,222.89
Cash received from bond 1586.122 641 51
issuance e
Other cash received relating to 2207 533.096.38 302.510.000.00
financing activities P e
Subtotal of cash inflows from
financing activities 10,192,660,292.38 545,496,222.89
Cash paid for debt repayment 1,284,486,222.89 122,000,000.00

Cash paid for distributing
dividends and profits or paying

152




2020 Annual Report of Yunnan Energy New Material Co., Ltd.

Merger
of enterprises
under common
control

Other
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3. Covering loss
with surplus
reserve
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(decrease is 00 25.95 4.50 11 8.09 4.75

indicated with

)

1) Total 849,8 849,8

(1) Tota . 85,731, 935,568,
comprehensive 37,42 37,42

. 350.03 775.84
income 5.81 5.81
gr:c)i am.rmn 204 2161 | 220 4948 | 2o0a4 | 527839
of capital b /680 4012\ 80,12 9.406. '57 18 113 7YS

pHaty 00 05 | 450 55 : :

owners
1. Common
shares invested
by owner
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6. Other

(V) Special
reserve

1. Provision for

the period
2. Utilization for
the period
(V1) Others
. 805,
1V. Closing 1,894, 28,13 135,1 1,744, 4,551, 330,07
370, 4,881,12
balance for the 770 027,1 | 7,312 53,63 638,6 052,8 | 3,008.9 5 885.38
period 06 32.14 00 7.58 48.71 76.43 5 R

8. Statement of changes in owners' equity of parent company

Amount of current period

Unit: RMB
2020
Other equity instruments Other
Item Share Capital Less: compreh | Special | Surplus Undistrib 1072
capital prefer Perpet resgrve treasury ens?ve repserve resgn/e uted Other RZQHM
p red ual Other stock . P equity
stock bonds income

1. Closing balance 805,37
of the previous
year
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0.00 241 312.00 241
(111) Profit 12,797,0 -113,447, -100,650,7
distribution 27.00 801.03 74.03
1. Withdrawal of 12,797,0 | -12,797,0
27.00 27.00

surplus reserve

2. Distribution to
owners (or
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errors in the prior
period

Other
I1. Opening 4738
balance of the 67,91
current year 2.00
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income carried
forward to
retained earning

6. Other

(V) Special
reserve

1. Provision for
the period

2. Utilization for
the period

(V1) Others

IV. Closing 805,3 3,651,0 107,40

balance for the 70,77 35741, 22187 L1265 1877332515
; 312.00 9

period 0.00 69 9
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In accordance with the resolution of the fourteenth meeting of the third board of directors held by the
Company on July 20, 2018 and the revised articles of association, and approved by China Securities
Regulatory Commission (hereinafter referred to as "CSRC") ZJXK [2018] No. 671 and Ministry of
Commerce of the People's Republic of China (hereinafter referred to as "Ministry of Commerce™) SZCH
[2018] No. 225, the Company issued 201,023,712 A-shares in private to Paul Xiaoming Lee, Li Xiaohua,
Wang Yuhua, Kunming Huachen Investment Co., Ltd, Sherry Lee, Future Industry Investment Fund (Limited
Partnership), Zhuhai Hengjie Enterprise Management Firm (Limited Partnership) , Huang Shuhua, Zhang Tao,
Gao Xiang, He Baohua, Huang Yuchen, Hu Jiadong, Wang Chizhou, Jiang Xinmin, Zhang Fang, Zhang Fan,
Zheng Mei, Liu Wei, Du Jun and Cao Ben, with a par
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included in the "share capital" and RMB4,913,060,110.49 was included in the “capital reserve-share capital
premium". All the above capital contributions have been subscribed in place and have been verified by Dahua
CPAs (SGP) issuing the capital verification report (DHYZ [2020] No. 000460).

Approved by the Reply on Approval of Yunnan Energy New Materials Co., Ltd. to Issue Convertible
Corporate Bonds Publicly (ZJXK [2019] No. 2701), the Company publicly issued 16 million convertible
corporate bonds on February 11, 2020. The conversion period of convertible corporate bonds shall start from
the first trading day six months after the end of the issuance to the maturity date of the convertible corporate
bonds, that is, from August 17, 2020 to February 11, 2026. As of December 31, 2020, a total of 11,774,057.00
shares of convertible corporate bonds were converted into shares.

According to the resolution of the fourth extraordinary general meeting of shareholders of 2020 held by
the Company on July 30, 2020 and the revised articles of association of the Company, the Company canceled
the repurchase of part of incentive shares, repurchased the shares subscribed by four persons in the form of
monetary capital, totaling RMB194,809.12, including: reducing share capital by RMB23,120.00, reducing
capital reserve-share capital premium by RMB171,689.12. It has been verified by the capital verification
report (DHYZ [2020] No. 000561) issued by Dahua CPAs (SGP).

After years of distribution of bonus shares, allotment of new shares, conversion of share capital and
issuance of new shares, as of December 31, 2020, the Company has issued a total of 886,566,151.00 shares of
share capital, with a registered capital of RMB886,566,151.00.

Business nature and main business activities of the Company

The business scope of the Company mainly includes: Packaging and decoration and other printing
products printing; commodity trademark printing (including tobacco and drug trademarks), trademark design;
packaging box production, processing and sales; color printing; paper products (excluding paper making),
plastic products and other supporting products production, processing and sales; production, processing and
sales of printing raw materials and auxiliary materials; production, processing, sale of plastic film and
modified plastics; production, processing and sale of laser transfer paper, gold and silver card paper, liquid
packaging paper, electrified aluminum, high-grade packaging paper; production, processing and marketing of
anti-counterfeiting labels, anti-counterfeiting materials; packaging machinery, packaging machinery spare
parts design, manufacture, processing and marketing; production, processing and sale of new energy materials
and corresponding new technologies and new products development; import and export of goods (except
those with national restrictions and prohibition). (the above projects do not involve special management
measures for foreign investment access)(approvals from competent authorities shall be obtained for the
operation of the activities requiring approval in accordance with the laws)

The Company is a rubber and plastic products industry, the main products can be divided into three
categories: (1) film products, mainly including the production and manufacturing of lithium-ion separator film,
BOPP film and special paper by wet process. Lithium-ion separator film products include base film and
coating film, and BOPP film products include smoke film and flat film; (2) packaging and printing products,
mainly including cigarette label and aseptic packaging; (3) paper products packaging mainly includes
specialty paper products, holographic anti-counterfeiting electrified aluminium, transfer film and other
products. Special paper products include laser transfer anti-counterfeiting paper, direct plating paper and
coated paper.

Authorization of financial statements for issue
These financial statements welH DXIKRUL]HG IRU LVWXH EN\ IKH &RPSDQ\{V %RDUG RI = LUHFIRUY RQ ODUFK

There are 21 subsidiaries included in the consolidated financial statements in this period, including:

Name of subsidiaries Type of Tier | Shareholding ratio | \oting ratio (%)
subsidiary (%)
‘Yunnan Dexin Paper Co., Ltd. Wholly-owned | Tier 2 100.00 100.00
subsidiary
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Shenzhen Qingsong Jinze Technology Wholly-owned | Tier 3 100.00 100.00

Development Co., Ltd. subsidiary

Hunan Qingsong Jingze Technology Wholly-owned | Tier 4 100.00 100.00

Development Co., Ltd. subsidiary

'Yunnan Hongchuang Packaging Co., Ltd. Wholly-owned | Tier 2 100.00 100.00
subsidiary

\Wuxi Energy Trading Co., Ltd. Wholly-owned | Tier 2 100.00 100.00
subsidiary

‘Yunnan Hongta Plastic Co., Ltd. Wholly-owned | Tier 2 100.00 100.00
subsidiary

Hongta Plastic (Chengdu) Co., Ltd. Wholly-owned | Tier 3 100.00 100.00
subsidiary

Yuxi Feiermu Trading Co., Ltd. Wholly-owned | Tier 3 100.00 100.00
subsidiary

Shanghai Energy New Material Technology Holding Tier 2 95.22 95.22

Co., Ltd. subsidiary

Zhuhai Energy New Material Technology Co., | Wholly-owned | Tier 3 100.00 100.00

Ltd. subsidiary

Guangdong Energy New Material Institute Co., | Wholly-owned | Tier 4 100.00 100.00

Ltd. subsidiary

Wauxi Energy New Material Technology Co., Wholly-owned  Tier 3 100.00

Ltd. subsidiary
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Subsidiaries removed from the consolidated financial statements in the Reporting Period

Name Reason for change
Shanghai Energy Information Technology Co., Ltd. Canceled
Shanghai Fengzhou Trading Co., Ltd. Canceled

6HH 29,,, FKDQJH RI FRQVRILGDILRQ VFRSH™ IRU GHIDLOV RI WKH VXENHFI RI FKDQJH Rl FRQVROLGDILRQ
scope.

V1. Basis for Preparation of Financial Statements
1. Basis for preparation

The preparation of financial statements of the Company is based on the actual transactions and events in
accordance with the "Accounting Standards for Business Enterprises - Basic Standards" published by the Ministry
of Finance and specific corporate accounting standards, application guidelines for corporate accounting standards,
corporate accounting standards interpretations and other relevant regulations (hereinafter collectively referred to
as "corporate accounting standards") for confirmation and measurement, combining the provisions of
35HJIXODHLRQV RQ IKH ,QIRUPDILRQ = LYFORVXUH DQG &RPSLIDILRQ Rl &RPSDQLHV 2 11HULQJ GHFXULILHY IR WKH 3XELLF 1R
15 - *HQHUD0 3URYLVLRQV RQ )LQDQFLDO SHSRUIV” UHYLVHG LQ SXEOLVKHG E\ &65&

2. Going concern basis

The Company has evaluated the ability to continue as a going concern for 12 months from the end of the
Reporting Period and has not identified any issues or circumstances that result in significant doubts about its
ability to continue as a going concern. Therefore, the financial statements have been prepared on a going concern
basis.

3. Basis of bookkeeping and pricing principles

The Group's accounting is based on the accrual basis. Except for certain financial instruments that are measured at
fair value, this financial statement uses historical cost as the measurement basis. If an asset is impaired, the
corresponding provision for impairment shall be made in accordance with relevant regulations.

V. Significant Accounting Policies and Accounting Estimates

Reminders on specific accounting policies and accounting estimates:

According to the characteristics of actual production and operation, the Company has formulated specific accounting policies and
accounting estimates for such transactions or events as the provision for bad debts of accounts receivables, depreciation of fixed

assets, amortization of intangible assets and revenue recognition.
1. Statement of compliance with the accounting standards for business enterprises

The financial statements are in compliance with the requirements of accounting standards for business enterprises,
and truly and completely reflect the financial status, operating results, cash flow and other relevant information of
the Company during the Reporting Period.
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2. Accounting period
The Company's accounting year starts on 1 January and ends on 31 December.
3. Operating cycle
Operating cycle refers to the period from the purchase of assets for processing to the realization of cash or cash
equivalents. The Company takes 12 months as an operating cycle and uses it as the standard for dividing the
liquidity of assets and liabilities.
4. Functional currency
The Company's functional currency is Renminbi (RMB).
5. Accounting treatments for merger of enterprises under common control and not under common control
(1) When the terms, conditions and economic influence of transactions in the process of a step-by-step
combination conform to one or more of the following, accounting for multiple transactions is treated as
a package transaction.
1) These transactions are made simultaneously or with consideration of influence on each other;

2) These transactions can only achieve a complete business outcome when treated as a whole;
3) The occurrence of a transaction depends on the occurrence of at least one of the other transactions;
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liabilities of the invested entity; other changes in owner's equity other than net profit or loss, other
comprehensive income or profit distribution of net assets of the invested company recognized by equity
method are not subject to accounting, and will be transferred to the current profit and loss until the disposal of
the investment.

(3) Business combination not under the common control

Purchase date refers to the date when the Company actually obtains the control right over the acquire,
that is, the date when the control right over the net assets or production and operation decision is transferred
to the Company When the following conditions are met at the same time, the Company generally considers
that the transfer of control right has been realized:

The business combination contract or agreement has been approved by the internal authority of the
Company.

The business combination matters that need to be examined and approved by the relevant competent
departments of the state have been approved.

Necessary procedures for transfer of property rights have been completed.

The Company has paid most of the merger price, and has the ability and plan to pay the remaining
amount.

In fact, the Company has controlled the financial and operational policies of the acquiree, enjoyed
corresponding benefits and assumed corresponding risks.

The assets paid and liabilities incurred or assumed of the Company as a consideration for the business
combination are measured at fair value on the date of purchase, and the difference between the fair value and
the book value is recognized in profit or loss.

The difference between the higher combination cost and lower fair value of identifiable net assets of the
acquiree gained in the combination is recognized as goodwill by the Company. In case that the cost of
combination is less than the fair value of the identifiable net assets of the acquiree gained in the combination,
the difference is included in the current profit and loss by the Company after review.

For the case where a business combination involving enterprises not under common control is finally
realized through multiple transactions step by step, if it is a package transaction, each transaction is treated as
a transaction for acquiring control; if it is not a package transaction, if the equity investment held before the
date of combination is accounted for by equity method, the sum of the book value of equity investment of the
acquiree held before the date of acquisition plus the new investment cost on the date of acquisition is
recognized as the initial cost of the investment; the other comprehensive income confirmed by equity method
before the date of acquisition is accounted for, when the investment is disposed, on the same basis as those the
invested party adopted directly to dispose the relevant assets or liabilities. If the equity investment held before
the date of combination is accounted for by financial instrument recognition and measurement criteria, the
sum of the fair value of equity investment on the date of combination plus the new investment cost is taken as
the initial investment cost on the date of combination. The difference between the fair value and the book
value of the original equity interest, and the accumulated fair value changes originally included in other
comprehensive income should be transferred to investment income in the current period of combination date.

(4) Related expenses incurred for business combination

The agency fees paid for audits, legal services, assessments and other related expenses incurred in the

business combination are recognized in profit or loss in the period in which they are incurred. The transaction
costs for the issuance of equity securities for the business combination that may be directly attributed to equity
transactions can be deducted from equity.
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6. Methods for preparation of the consolidated financial statements

(1) The scope of consolidation
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167

the parties involved in the merger shall be deemed to have made adjustments in their current state when the
ultimate controlling party begins the control. For the equity investment held by the merging entity prior to
obtaining control over the merged entity, the relevant profit and loss, other comprehensive income and other
changes to net assets recognized in the period from the date of acquiring the original equity or the date when
the merging entity and merged entity are under common control, whichever is later, to the date of merger,
shall be covered by writing down the opening retained earnings or current profit and loss of the comparison
period.

During the Reporting Period, if a subsidiary or business is added due to a business combination
involving enterprises under non-common control, the opening balance of the consolidated balance sheet is not
adjusted; the income, expenses and profits of the subsidiary and business from the date of acquisition to the
end of the Reporting Period are included in the consolidated income statement; the cash flows of the
subsidiary and business from the date of acquisition to the end of the Reporting Period are included in the
consolidated cash flow statement.

If the investee under the common control can be controlled due to additional investment or other reasons,
the equity interest held in the acquiree prior to the date of acquisition is re-measured according to its fair value
at the date of acquisition. The difference between the fair value and the book value is recognized as
investment income for the current period. If the equity held in the acquiree held before the acquisition date
LQYROYHV RIKHU FRPSUHKHQVLYH LQFRPH XQGHU IIKH HTXLIN PHIKRG DQG RIKHU FKDQJHY LQ RZQHUV HTXLIN RIKHU IKDQ
net profit and loss, other comprehensive income and profit distribution, related other comprehensive income,
DQG RIKHU FKDQJHV LQ RZQHUfV HTXLI\ DUH FRQYHUIHG LQIR IKH LQYHWPHQI LQFRPH RI WKH FXUUHQI SHULRG RQ WKH
acquisition date, except for other comprehensive gains arising from the re-measurement of net liabilities of
the defined benefit plan made by the invested party or changes in net assets.

2) Disposal of subsidiary or business

General treatment method

During the Reporting Period, if the Company disposes of a subsidiary or business, the income, expenses

and profits of the subsidiary or business from the beginning of the period to the disposal date are included in
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A. These transactions are made simultaneously or with consideration of influence on each other;

B. These transactions can only achieve a complete business outcome when treated as a whole;

C. The occurrence of a transaction depends on the occurrence of at least one of the other transactions;

D. A transaction is uneconomical when treated alone, but is economical when considered together with
other transactions.

If all transactions from disposal of equity investment in subsidiaries to loss of control belong to a
package deal, each transaction shall be treated as a transaction for disposal of equity investment in
subsidiaries and loss of control. The difference between each disposal price and the share of the subsidiary's
net assets corresponding to the disposal investment before the loss of the control is recognized as other
comprehensive income in the consolidated financial statements, which is transferred into the current profit
and loss when the control is lost.

If the disposal of the equity investment in the subsidiary until the loss of control is not a package deal,
before the loss of control, the accounting treatment shall be carried out in accordance with the relevant
policies for partial disposal of the equity investment of the subsidiary without loss of control; when the
control is lost, the accounting treatment shall be carried out in accordance with the general treatment method
for the disposal of the subsidiary.

3 Acquisition of minority' equity in subsidiary

The difference between the additional long-term equity investment arising from the acquisition of
minority equity and the net assets of the subsidiary, which is calculated according to the new holding
proportion since the date of acquisition (or the date of merger) shall be covered by adjusting the equity
premium in capital reserve of the consolidated balance sheet; if the equity premium in capital reserve is not
sufficient for write-off, retained earnings shall be adjusted.

4 Partial disposal of the equity investment of the subsidiary without loss of control
If the parent company disposes of part of its equity investment in the subsidiary without losing its control, the
difference between the disposal price and the net assets of the subsidiary corresponding to the equity investment
disposed of since the date of acquisition or the date of merger shall be covered by adjusting the equity premium in
capital reserve of the consolidated balance sheet; if the equity premium in capital reserve is not sufficient for
write-off, retained earnings shall be adjusted.

7. Classification of joint venture arrangements and accounting treatment method for joint operations

1 Classification of joint arrangements

The Company divides joint venture arrangements into joint operations and joint ventures based on factors
such as the structure, legal form, and terms in the joint venture arrangement and other relevant facts and
circumstances.

Joint venture arrangements that are not reached through separate entities are classified as joint operations;
joint arrangements reached through separate entities are usually classified as joint ventures; there is conclusive
evidence that joint arrangements that meet any of the following conditions and comply with relevant laws and
regulations are classified as joint operations:

The legal form of the joint arrangement indicates that the joint venture party has the rights and obligations of
the related assets and liabilities in the arrangement.

According to contractual terms of the joint arrangement, the joint venture party has the rights and obligations
of the related assets and liabilities in the arrangement.
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Other relevant facts and circumstances indicate that the joint venture party has the rights and obligations of
the related assets and liabilities in the arrangement. For example, the joint venture party enjoys almost all the
output related to the joint venture arrangement, and the settlement of the liabilities in the arrangement continues to
rely on the support from the joint venture party.

2 Accounting treatment for joint operations

The Group recognizes the following items related to the share of interests in joint operations and makes

accounting treatment according to the relevant ASBE:

Recognizes the assets held separately, and the assets held jointly according to its proportion;

Recognizes the liabilities assumed separately, and the liabilities assumed jointly according to its proportion;
Recognizes the income from the sales of its share in the outputs of joint operation;

Recognizes the income from the sales of the outputs of joint operation according to is proportion;

Recognizes the expenses incurred separately, and recognize the expenses incurred jointly according to its
proportion.

If the Company invests or sells assets, etc. to a joint operation (except that if the asset constitutes a business),
before the asset, etc., is sold by the joint operation to a third party, only the profit and loss arising from the
transaction attributable to other participants in the joint operation is recognized. In the event of asset impairment
losses complying with the "Accounting Standards for Business Enterprises No. 8 - Asset Impairment™ and other
provisions of assets invested or sold, the Company shall recognize the loss in full.

If the Company purchases assets, etc. from a joint operation (except that if the asset constitutes a business),
before the asset, etc., is sold to a third party, only the profit and loss arising from the transaction attributable to
other participants in the joint operation is recognized. In the event of asset impairment losses complying with the
"Accounting Standards for Business Enterprises No. 8 - Asset Impairment” and other provisions of assets
purchased, the Company shall recognize the loss based
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construction of assets eligible for capitalization, which are treated in accordance with the principle of
capitalization of borrowing costs. The foreign currency non-monetary items measured at historical cost are
still translated at the spot exchange rate on the date of transaction without changing the amount of recording
currency.

Foreign currency non-monetary items measured at fair value shall be translated at the spot exchange rate
on the date of determination of fair value. The difference between the translated amount of recording currency
and the original amount of recording currency shall be treated as fair value changes (including changes in
exchange rate), and included in the current profit and loss or recognized as other comprehensive income.

2 Translation of foreign currency financial statements

The assets and liabilities items in the balance sheet shall be treated at the spot exchange rate on the balance
sheet date. Except for the "undistributed profit" items, other owner's equity items shall be translated at the spot
exchange rate at the time of occurrence. The income and expense items in the income statement shall be translated
at the spot exchange rate on the date of transaction. The exchange differences on translation of foreign currency
financial statements generated in accordance with the above translation shall be included in other comprehensive
income.
When disposing of an overseas operation, the difference in translation of the foreign currency financial statements
related to the overseas operation listed in other comprehensive income items in the balance sheet shall be
transferred from other comprehensive income items to the profits and losses of the current period for disposal.
When the proportion of overseas business interests held is reduced due to the disposal of part of equity investment
or other reasons but the right of control over overseas business is not lost, the difference of translation of foreign
currency statements related to the disposal part of overseas business will be attributed to minority shareholders'
rights and interests and will not be transferred to current profit and loss. When disposing of part of the equity of an
overseas operation that is an associate or a joint venture, the difference on translation of the foreign currency
statement related to the overseas operation shall be transferred to the disposal of the current profit and loss
according to the proportion of the disposal of the overseas operation.

10. Financial instruments

When the Company becomes a party to a financial instrument, it recognizes a financial asset or liability.

The effective interest method refers to the method of calculating the amortized cost of financial assets or
liabilities and allocating interest income or interest expense into each accounting period.

The effective interest rate refers to the interest rate used to discount the estimated future cash flow of a
financial asset or financial liability during its expected duration to the book balance of the financial asset or the
amortized cost of the financial liability. When determining the effective interest rate, the expected cash flow is
estimated on the basis of considering all contract terms of financial assets or liabilities (such as prepayment,
extension, call options or other similar options), but the expected credit loss is not considered.

The amortized cost of a financial asset or financial liability is the accumulated amortization amount formed
by deducting the repaid principal from the initial recognition amount of the financial asset or financial liability,
adding or subtracting the difference between the initial recognition amount and the maturity amount by using the
effective interest method, and then deducting the accumulated accrued loss reserve (only applicable to financial
assets).

1 Classification and measurement of financial assets
According to the business model of the financial assets under management and the contractual cash flow
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characteristics of the financial assets, the Company divides the financial assets into the following three
categories:

Financial assets measured at amortized cost.

Financial assets measured at fair value and whose changes are included in other comprehensive income.

Financial assets measured at fair value and whose changes are included in the current profit and loss.

Financial assets are measured at fair value when initially recognized, but if the accounts or notes receivable
arising from the sale of goods or the provision of services do not contain significant financing components or do
not consider financing components for no more than one year, the initial measurement shall be made at the
transaction price.
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financial asset as above, the Company may designate the whole of the mixed contract as a financial instrument
measured at fair value and whose changes are included in the current profit and loss. Except under the following
circumstances:

Embedded derivatives do not significantly change the cash flow of mixed contracts.

When determining for the first time whether similar mixed contracts need to be split, it is almost clear that
embedded derivatives contained in them should not be split without analysis. If the prepayment right
embedded in a loan allows the holder to prepay the loan at an amount close to the amortized cost, the
prepayment right does not need to be split.

The Company carries out subsequent measurement of such financial assets at fair value, and includes gains
or losses arising from changes in fair value as well as dividends and interest income associated with such financial
assets into current profit and loss.

The Company reports such financial assets as trading financial assets and other non-current financial assets
according to their liquidity.

2 Classification and measurement of financial liabilities
The Company classifies a financial instrument or its components into financial liabilities or equity
instruments upon initial recognition according to the contract terms of and the economic essence reflected by the
financial instrument issued, rather than only in legal form, in combination with the definitions of financial
liabilities and equity instruments. Financial liabilities are classified at initial recognition as measured at fair value
and whose
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The Company subsequently measures such financial liabilities at fair value. Except changes in fair value that
are brought about by changes in the Company's own credit risk are included in other comprehensive income, other
changes in fair value are included in current profit and loss. Unless including such changes in other
comprehensive income will cause or expand accounting mismatch in profit or loss, the Company will include all
changes in fair value (including the amount affected by changes in its own credit risk) in current profit and loss.

2 Other financial liabilities

The Company classifies financial liabilities except for the following items as measured at amortized cost.
Such financial liabilities are recognized by the effective interest method and subsequently measured at amortized
cost. Gains or losses arising from derecognition or amortization are included in the current profit and loss:

Financial liabilities measured at fair value and whose changes are included in the current profit and loss.
Financial liabilities resulting from the transfer of financial assets that do not meet the conditions for
derecognition or continue to be involved in the transferred financial assets.

Financial guarantee contracts that do not fall under the first two categories of this article, and loan
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If almost all the risks and rewards of the financial asset ownership are retained, such financial asset shall
continue to be recognized.

In circumstances when the Company neither transfers nor retains almost all the risks and rewards of the
financial asset ownership (i.e. circumstances other than 1) and 2) of this article), according to whether it
retains control over such financial asset:

The financial asset shall be derecognized, and the rights and obligations generated or retained in the transfer
shall be separately recognized as assets or liabilities if such control is not retained; or

the relevant financial asset shall continue to be recognized to the extent that it continues to be involved in the
transferred financial asset, and the relevant liabilities shall be recognized accordingly if such control is

retained. The extent that it continues to be involved in the transferred financial asset refers to the extent the
Company bears two cont8t the



2020 Annual Report of Yunnan Energy New Material Co., Ltd.

1

2

3

176

The fair value of financial assets or liabilities without an active market shall be determined by valuation
techniques. At the time of valuation, the Company adopts valuation techniques that are applicable under the
current circumstances and are supported by sufficient available data and other information, selects input
values consistent with the characteristics of relevant assets or liabilities considered by market participants in
the transactions thereof, and gives priority to the use of relevant observable input values whenever possible. If
the relevant observable input value cannot be obtained or be feasibly obtained, the unobservable input value
shall be used.

6 Impairment of financial instruments

Based on the expected credit loss, the Company conducts impairment accounting of financial assets
classified as measured at amortized cost, financial assets classified as measured at fair value and whose
changes are included in other comprehensive income and financial guarantee contracts and recognizes loss
reserves.

Expected credit loss refers to the weighted average of the credit losses of financial instruments weighted
by the risk of default. Credit loss refers to the difference between all contractual cash flows discounted at the
original effective interest rate and receivable according to the contract and all cash flows expected to be
collected of the Company, i.e. the present value of all cash shortfalls. Among them, credit-impaired purchased
or originated financial assets of the Company shall be discounted at the credit-adjusted effective interest rate
of such financial assets.

For receivables arising from transactions regulated by the income criteria, the Company uses the
simplified measurement method to measure the loss reserve according to the amount equivalent to the
expected credit loss during the entire duration.

For credit-impaired purchased or originated financial assets, only the accumulated changes in the
expected credit losses during the entire duration since the initial recognition are recognized as loss reserves on
the balance sheet date. On each balance sheet date, the amount of change in the expected credit loss during the
entire duration is included in the current gains and losses as impairment losses or gains. Even if the expected
credit loss during the entire duration on the balance sheet date is less than that reflected in the estimated cash
flow upon initial recognition, the favorable change in the expected credit loss is recognized as impairment
gains.

In addition to other financial assets adopting the above simplified measurement method and other than
the credit-impaired purchased or originated ones, the Company evaluates whether the credit risk of relevant
financial instruments has increased significantly since the initial recognition, measures its loss reserves and
recognizes the expected credit loss and its changes respectively according to the following circumstances on
each balance sheet date:

If the credit risk of the financial instrument has not increased significantly since its initial recognition and is in
the first stage, its loss reserve shall be measured according to an amount equivalent to its expected credit loss
in the next 12 months, and the interest income shall be calculated at the book balance and the effective
interest rate.

If the credit risk of the financial instrument has increased significantly since the initial recognition but no credit
impairment has occurred, it is in the second stage, then its loss reserve shall be measured according to an
amount equivalent to its expected credit loss throughout its life, and the interest income shall be calculated at
the book balance and the effective interest rate.

If the financial instrument is credit-impaired since its initial recognition, it is in the third stage, and the
Company shall measure its loss reserve according to an amount equivalent to its expected credit loss
throughout its life, and calculate the interest income at the amortized cost and the effective interest rate.
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The increase or reversed amount of the credit loss reserve for financial instruments shall be included in the
current profit and loss as impairment losses or gains. Except for financial assets classified as measured at fair
value and whose changes are included in other comprehensive income, the credit loss reserve will offset the
carrying amount of the financial assets. For financial assets classified as measured at fair value and whose changes
are included in other comprehensive income, the Company recognizes its credit loss reserve in other
comprehensive income without reducing its carrying amount presented in the balance sheet.

In the previous accounting period, the Company has measured the loss reserve, the amount of which is
equivalent to the expected credit loss of the financial instrument throughout its life. However, on the balance sheet
date of the current period, the financial instrument no longer conforms to the situation of significant increase in
credit risk since initial confirmation; on the balance sheet date of the current period, the Company has measured
the loss reserve of the financial instrument, the amount of which is equivalent to the expected credit loss in the
next 12 months, and the reversed amount of the loss reserve thus formed is included in the current profit and loss
as impairment profit.

1 Significant increase of credit risk
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1) The Company has the legal right, which is currently enforceable, to offset the confirmed amount;

2) The Company plans to settle on a net basis, or realize the financial assets and settle the financial liabilities
at the same time.

11. Notes receivable

For the determination method and accounting treatment method of the Company for the expected credit
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13. Receivables financing

For the determination method and accounting treatment method of the Company for the expected credit losses on
receivables financing, please refer to "10. Financial instruments™ of "V. Important Accounting Policies and
Accounting Estimates" in this section.

14. Other receivables

Determination method and accounting treatment method of expected credit loss of other receivables

For the determination method and accounting treatment method of the Company's expected credit loss on
other receivables, please refer to "10. Financial instruments” of "V. Important Accounting Policies and Accounting
Estimates" in this section.

The Company separately determines credit losses for other receivables that have sufficient evidence to assess
expected credit losses at a reasonable cost at the level of a single instrument.

If sufficient evidence of expected credit loss cannot be assessed at reasonable cost at the level of single
instrument, the Company will divide the other receivables into several combinations according to the credit risk
characteristics, and calculate the expected credit loss on the basis of the combinations (with reference to the
experience of historical credit loss, and in combination with the current situation with the judgment of future
economic situation). The basis for determining the portfolio is as follows:

Item Basis for determining portfolio Method

Related party within theOther receivables between companies|No provision for expected credit loss shall be made with reference
consolidation scope included in the consolidation scope to historical credit loss experience

Aging portfolio Other receivables with similar credit/With reference to historical credit loss experience, combined with
risk characteristics by aging, except forjcurrent conditions and forecasts of future economic conditions, the
the portfolio scope of the consolidatedjexpected credit loss is calculated through the default risk exposure,
related parties and the credit loss rate in the next 12 months or the entire duration.

15. Inventories
Classification of inventories

Inventories refer to the finished products or commodities held for sale by the Company in the course of
its daily activities, the products being in the process of production, and the materials and supplies consumed
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inventories that need to be processed, in the normal production and operation process, the net realizable value
is determined by the amount of the estimated selling price of finished products produced less the estimated
cost to be occurred at the time of completion, the estimated selling expenses and related taxes; for inventories
held for the execution of sales contracts or labor contracts, the net realizable value is calculated on the basis of
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(2)Contract acquisition cost
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The above principles apply to all non-current assets, but do not include investment properties that are
subsequently measured using the fair value model, biological assets that are measured using the net amount of fair
value less selling expenses, assets formed by employee compensation, deferred tax assets, financial assets
regulated by accounting standards related to financial instruments, and rights generated by insurance contracts
regulated by accounting standards related to insurance contracts.

19. Debt investments

20. Other debt investments

For the determination method and accounting treatment method of the Company's expected credit loss on
other debt investments, please refer to "10. Financial instruments" of "V. Important Accounting Policies and
Accounting Estimates" in this section.

21. Long-term receivables

For the determination method and accounting treatment method of the Company's expected credit loss on
long-term receivables, please refer to "10. Financial instruments” of "V. Important Accounting Policies and
Accounting Estimates” in this section.

The Company separately determines credit losses for long-term receivable that have sufficient evidence to
assess expected credit losses at a reasonable cost at the level of a single instrument.

If sufficient evidence of expected credit loss cannot be assessed at reasonable cost at the level of single
instrument, the Company will divide the long-term receivables into several combinations according to the credit
risk characteristics, and calculate the expected credit loss on the basis of the combinations (with reference to the
experience of historical credit loss, and in combination with the current situation with the judgment of future
economic situation). The basis for determining the portfolio is as follows:

Item Basis for determining portfolio Method

Overdue portfolio  |Overdue long-term receivables Provision in accordance with the comparison table of the number of
overdue days and the expected credit loss rate of the entire duration

Unexpired portfolio [Long-term receivables other than|Refer to the experience of historical credit loss, combines the current
those in the portfolio above situation and judgment on future economic situation to measure the
expected credit loss

22. Long-term equity investment

(1)Recognition of initial investment cost

1) For the long-term equity investment formed by the merger of enterprises, the specific accounting
policies are detailed in "5. Accounting treatments for merger of enterprises under common control and not
under common control™ of "'V. Important Accounting Policies and Accounting Estimates" in this section.

2) Long-term equity investment acquired by other means

For long-
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For a long-term equity investment obtained by issuing equity securities, the initial investment cost shall
be the fair value of the equity securities issued. Transaction costs incurred in the issuance or acquisition of
one's own equity instruments those can be directly attributable to the equity transaction shall be deducted
from the equity.

Provided that the non-monetary asset exchange contains commercial substance and the fair value of the
assets received or assets surrendered can be reliably measured, the initial investment cost of the long-term
equity investment received with non-monetary assets is determined based on the fair value of the assets
surrendered, except that there is conclusive evidence indicates that the fair value of assets received is more
reliable. For non-monetary assets that do not satisfy the above condition, the book value of assets surrendered
and related taxes and fees payable are recognized as the initial investment cost of the long-term equity
investment.

The initial investment cost of a long-term equity investment acquired by debt restructuring is determined
on the basis of fair value.

(2)Subsequent measurement and recognition of related profit and loss

1) Cost method

The Company can use the cost method to calculate the long-term equity investment controlled by the
invested entity, price it according to the initial investment cost, and increase or recoup the cost of invest on
adjusting a long-term equity investment.

Except for the declared but undistributed cash dividends or profits included in the actual payment or
consideration when the investment is obtained, the Company shall recognize the cash dividends or profits
declared to be distributed by the invested entity as current investment income.

2) Equity method

The Company adopts equity method for accounting of long-term equity investments in associates and
joint ventures. For the equity investment in associates in which part of it is held indirectly through venture
capital institutions, mutual funds, trust companies or similar entities including investment-linked insurance
funds, it shall be measured at fair value and its changes shall be recorded into profits and losses.

For the balance that the initial investment cost is bi
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be written down, and on this basis, the investment yield will be confirmed.

The Company recognizes that the loss suffered by the invested unit should be dealt with in the following
order: first, reduce the Book value of Long-term equity investments. Secondly, if the book value of long-term
equity investments is not sufficient to offset, the book value of other long-term equity books that substantially
constitute the net investment in the invested entity shall be used to continue to recognize the investment loss
and offset the book value of long-term receivables. Finally, after the above treatment, according to the
investment contract or agreement, the enterprise still assumes the additional obligations, and it will confirm
the Provisions according to the expected obligations and shall be included in the current investment losses.

If the investee makes profits in the future, the Company shall, after deducting the unrecognized loss
share, deal with it in the reverse order, write down the book balance of the confirmed provisions, recover
other long-term interests that substantially constitute the net investment to the investee and the book value of
long-term equity investments, and resume the recognition of investment income.

(3)Transformation of accounting method of long term equity investments

1)Transfer of fair value measurement to equity method

The equity investment originally held by the Company that does not have control, joint control or
significant influence on the investee and is subject to accounting treatment according to the recognition and
measurement standards of financial instruments can exert significant influence on the investee or implement
joint control but does not constitute control due to additional investment and other reasons, the sum of the fair
value of the originally held equity investment plus the newly increased investment cost determined in
accordance with the accounting standards for Business Enterprises No. 22 - recognition and measurement of
financial instruments shall be regarded as the initial investment cost calculated according to the equity
method.

The initial investment cost calculated by the equity method is less than the difference between the fair
value of the identifiable net assets of the investee calculated and determined according to the new
shareholding ratio after the additional investment, the book value of long term equity investments is adjusted
and included in the non-operating income of the current period.

2)Transfer of fair value measurement or equity method to cost method

The equity investment originally held by the Company that does not have control, joint control or
significant impact on the investee and is subject to accounting treatment in accordance with the recognition
and measurement standards of financial instruments, or the long term equity originally held by the Company
for joint ventures and joint ventures: If the investee under different control can be controlled due to additional
investment and other reasons, when preparing individual financial statements, the sum of book value of equity
investment originally held plus new investment cost shall be taken as the initial investment cost calculated by
cost method instead.

The other comprehensive income, which is recognized as equity investment held before the purchase
date, is accounted for by the equity method. When disposing the investment, it adopts the same basis as the
direct assets or liabilities directly disposed of by the invested entity for accounting treatment.

If the equity investment held before the acquisition date is accounted for in accordance with the relevant
provisions of the accounting standards for Business Enterprises N0.22 - recognition and measurement of
financial instruments, the changes in the accumulated fair value originally included in other comprehensive
income are transferred to the current profit and loss when the cost method is used for accounting.

3)Transfer of equity method accounting to fair value measurement
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If the Company loses joint control or signifi
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for Business Enterprises No. 22 - recognition and measurement of financial instruments, and the difference
between the fair value and book value on the date of loss of joint control or significant impact shall be
included in the current profit and loss.

The other comprehensive income of the original equity investment recognized due to the use of equity
method shall be accounted on the same basis as the invested unit's direct disposal of relevant assets or
liabilities when the equity method is terminated.

4)Transfer of cost method to equity method

If the Company loses the control over the investee due to the disposal of part of the equity investment
and other reasons, when preparing individual financial statements, if the residual equity after disposal can
exercise joint control or exert significant influence on the investee, the equity method shall be used for
accounting instead, and the residual equity shall be deemed to be adjusted by the equity method when it is
obtained.

5)Transfer of cost method to fair value measurement

If the Company loses control over the investee due to the disposal of part of equity investment and other
reasons, when preparing individual financial statements, if the residual equity after disposal cannot exercise joint
control or exert significant influence on the investee, the accounting treatment shall be carried out in accordance
with the relevant provisions of the Accounting Standards for Business Enterprises No. 22 - recognition and
measurement of financial instruments, and the accounting treatment shall be carried out on the date of loss of
control. The difference between the fair value and the book value is included in the current profit and loss.

(4)Disposal of Long-Term Equity Investments

For the disposal of long term equity investments, the difference between the book value and the actually
obtained price shall be included in the current profit and loss. Long term equity investments accounted by the
equity method shall be disposed on the same basis as the investee's direct disposal of relevant assets or liabilities,
and the part originally included in other comprehensive income shall be accounted according to the corresponding
proportion.

If the terms, conditions and economic impact of the disposal of various transactions of equity investment in
subsidiaries meet one or more of the following conditions, multiple transactions shall be accounted as a package
deal:

1)These transactions are made simultaneously or with consideration of influence on each other;

2)These transactions can only achieve a complete business outcome when treated as a whole;

3)The occurrence of a transaction depends on the occurrence of at least one of the other transactions;

4)A transaction is uneconomical when treated alone, but is economical when considered together with other.

If the control over the original subsidiary company is lost due to the disposal of part of equity investment or
other reasons, and it does not belong to a package deal, the relevant accounting treatment shall be made by
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corresponding share of net assets of the subsidiary calculated continuously from the purchase date or the merger
date for each transaction before the loss of control over the subsidiary, adjust the capital reserve (share capital
premium) If the capital reserve is insufficient to offset, the retained earnings shall be adjusted; if the control right
over the subsidiary is lost, the remaining equity shall be remeasured according to its fair value on the date of
losing the control right. The difference between the sum of the consideration obtained from the disposal of equity
and the fair value of the remaining equity minus the share of the net assets of the original subsidiary calculated
continuously from the purchase date calculated according to the original shareholding ratio shall be included in
the investment income of the current period when the control right is lost, and goodwill shall be offset at the same
time. Other comprehensive income related to the equity investment of the original subsidiary will be converted
into the current investment income when the control right is lost.

If all transactions from disposal of equity investment in subsidiaries to loss of control belong to a package
deal, each transaction shall be treated as a transaction for disposal of equity investment in subsidiaries and loss of
control, and relevant accounting treatment shall be conducted according to individual financial statements and
consolidated financial statements:

1) In individual financial statements, the difference between each disposal price and the long term equity
investment book value corresponding to the disposed equity before the loss of control right is recognized as other
comprehensive income, which is transferred to the loss and profit of the current period when the control right is
lost.

2) In the consolidated financial statements, the difference between each disposal price and the share of the
subsidiary's net assets corresponding to the disposal investment before the loss of the control right is recognized as
other comprehensive income, which is transferred into the current profit and loss when the control right is lost.

(5)Judgment criteria for joint control and significant impact

If the Company controls an arrangement collectively with other participants in accordance with relevant
agreements, and the activity decision-making that has a significant impact on the return of the arrangement needs
to exist after the consensus of the participants sharing the control right, it is deemed that the Company and other
participants jointly control an arrangement, which is a joint venture arrangement.

When the joint venture arrangement is reached by a single body, the individual entity shall be judged as a
joint venture and the equity method shall be used for accounting when the Company has the right to enjoy the net
assets of the individual entity according to the relevant agreement. If it is judged that the Company does not have
the right to the net assets of the individual subject according to the relevant agreement, the individual subject shall
be regarded as the joint operation, the Company shall recognize the items related to the share of interests of the
joint operation, and carry out accounting treatment in accordance with the provisions of the relevant accounting
standards for business enterprises.

Significant influence means that the investor has the right to participate in the decision-making of the financial
and operational policies of the investee, but cannot control or jointly control the formulation of these policies with
other parties. The Company judges to have a significant impact on the investee through one or more of the
following circumstances and comprehensive consideration of all facts and circumstances: 1) having a
representative on the board of directors or similar authority of the investee; 2) participate in the financial and
operational policy-making process of the investee; 3) there are significant transactions with the investee; 4)
dispatch management personnel to the investee; and 5) provide key technical data to the investee.
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23. Investment properties

Measuring mode of investment properties
Measured at cost
Depreciation or amortization method

The Company's investment property means the property held for the purpose of earning rent or capital
appreciation, or both, including the land use rights that have been leased, the land use rights that are held for
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(2) Depreciation method

. Depreciation Rate of Annual
Type Depreciation method life residual value | depreciation rate

Property and plant Straight-line method 20 5-10 4.50-4.75
Machinery and equipment Straight-line method 10-13 5-10 6.92-9.50
Transportation equipment Straight-line method 5 5-10 18.00-19.00
Electronic equipment Straight-line method 5 5-10 18.00-19.00
Office equipment Straight-line method 5 5-10 18.00-19.00
Other equipment Straight-line method 5 5-10 18.00-19.00

1) Initial recognition of fixed assets

The Company's fixed assets shall be initially measured according to cost.

a. The cost of purchased fixed assets includes the purchase price, import duties and other related taxes, as well as other
expenses directly attributable to the fixed assets incurred before they reach the predetermined usable state.

b. The cost of self-constructed fixed assets consists of the necessary expenditures incurred before the asset is
constructed to a predetermined usable state.

c. The fixed assets invested by the investor shall be recorded at the value agreed upon in the investment contract or

agreement, but i
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26. Borrowing costs

(1)Recognition principles of capitalization of borrowing costs
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Patent rights 10 Benefit period

Non-proprietary technology 10 Benefit period

The service life of the intangible assets with limited service life and its amortization method shall be
reviewed at the end of each period.

After review, the service life and amortization method of the intangible assets at the end of the period this
year are different from that estimated previously.
b. Intangible assets with uncertain useful lives

Intangibles assets of which the time period that brings economic benefits to the Company cannot be foreseen,
are regarded as intangibles assets with uncertain useful lives.

Intangibles assets with uncertain useful lives are not amortized during the holding period, but are reviewed
for remaining useful lives at each year end. If the post-review useful lives are still uncertain, the impairment tests
will be conducted during each accounting period.

After review, the useful lives for such intangible assets are still uncertain.

(2) Accounting policies for internal research and development expenditures
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31. Impairment of long-term assets
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|Repair and maintenance fee 2-3 years

33. Contractual liabilities

The Company recognizes as a contractual liability the portion of its obligation to transfer commodities to a
customer for which the customer consideration has been received or is receivable.

34. Employee benefits

(1) Accounting treatment for short-term employee benefits

Short-term employee benefits include employee wages or salaries, bonus, allowances and subsidies, staff welfare,
premiums or contributions on medical insurance, work injury insurance and maternity insurance, housing funds,
union running costs and employee education costs, and short-term paid absences. The employee benefit liabilities
are recognized in the accounting period in which the service is rendered by the employees, with a corresponding
charge to the profit or loss for the current period or the cost of relevant assets. Non-monetary benefits are
measured at their fair value.

(2) Accounting treatment for post-employment benefits

The Company classifies post-employment benefit plans as either defined contribution plans or defined benefit
plans. Defined contribution plans are post-employment benefit plans under which the Company pays fixed
contributions into a separate fund and will have no obligation to pay further contributions; and defined benefit
plans are post-employment benefit plans other than defined contribution plans.

" XULQJ WKH SHSRUILQJ 3HULRG IKH &RPSDQ\{V GHILQHG FRQILEXILRQ SODQV PDLQO\ LQFOXGH EDVLF SHQVLRQV DQG
unemployment insurance. During the accounting period when employees provide services to the Company, the
amount of deposit payable calculated according to the defined deposit plan shall be recognized as liabilities and
included in the current profit and loss or related asset costs.

The Company shall have no other payment obligations after regularly paying the above-mentioned funds in
accordance with the standards and annuity plans stipulated by the state.

(3) Accounting treatment for termination benefits
If the Company terminates the labor relationship with an employee before the labor contract expires, or offers
compensation for encouraging the employee to accept the redundancies voluntarily, the liabilities arising from the

termination of labor relations with the employee is determined, and also included in the current profit and loss, at
the time when the group cannot unilaterally withdraw the termination of the labor relationship plan or
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age. For the early retirement welfare, the Company shall carry out accounting treatment according to the
termination benefits. When the relevant recognition conditions of the termination benefits are met, the wages and
social insurance premiums to be paid to the early retired employees from the date when the employees stop
providing services to the normal retirement date shall be recognized as liabilities and included in the current profit
and loss once. The difference caused by the change of actuarial assumption and the adjustment of welfare standard
of early retirement welfare shall be included in the current profit and loss when it occurs.

(4) Accounting treatment for other long-term employee benefits
35. Lease liabilities
36. Estimated Liabilities

Recognition criteria of provisions
When an obligation related to the contingent events satisfies all the following conditions, it is recognized
by the Company as provisions:
The obligation is the current obligation of the Company;
The performance of obligation is likely to result in the outflow of economic benefits from the Company;
The cost of the obligation can be measured in a reliable way.

Measurement of provisions

The provisions of the Company are initially measured on the basis of the best estimate of the expenditure
required to perform the relevant current obligations.

When determining the best estimate, the Company considers factors such as risks, uncertainties and time
value of money related to contingent events. Where the time value of money has a significant impact, the best
estimate is determined by discounting the relevant future cash outflows.

The best estimates are handled as follows:

In case that there is a continuous range (or interval) of required expenditures, within which the possibility of
occurrence of various results is the same, the best estimate is determined by the average of the middle value of the
range, that is, the average of the upper and lower limits.

In case that there is no continuous range (or interval) of required expenditures, or there is a continuous range
but the possibility of various results in the range is different, if the contingency involves a single item, the best
estimate is determined based on the most probable amount; if a contingency involves multiple items, the best
estimate is determined based on various possible outcomes and associated probabilities.

If all or part of the expenses required by the Company to settle the provisions are expected to be compensated by a
third party, the compensation amount is separately recognized as an asset when it is basically confirmed to be
received, and the recognized compensation amount should not exceed the book value of provisions.

37. Share-based payments

Categories of share-based payments
The share based payment of the Company is divided into equity settled share based payment and cash
settled share based payment.
Determination method of fair value of equity instruments
For the granted equity instruments such as options with active market, their fair value shall be
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determined according to the quoted price in the active market. For the granted equity instruments without

active market, the option pricing model is used to determine their fair value. The following factors are

considered in the option pricing model: (1) the exercise price of the option; (2) the validity period of the
option; (3) the current price of the target share; (4) the expected volatility of the share price; (5) the expected
dividend of the share; (6) the Risk free interest rate.

When determining the fair value of the equity instrument on the grant date, the impact of market
conditions and non exercise conditions in the vesting conditions specified in the share based payment
agreement shall be considered. If there are non vesting conditions for share based payment, as long as the
employees or other parties meet all non market conditions (such as service term, etc.) in the vesting
conditions, the corresponding cost of the services received shall be recognized.

Basis for determining the best estimate of exercisable equity instruments

At each balance sheet date in the vesting period, the Company would make best estimate in accordance
with the newly acquired information such as changes in the number of employees entitled to equity
instruments, and amend the number of exercisable equity instruments. On the exercisable date, the ultimate
estimated number of exercisable equity instruments coincides with the actual number.

Accounting treatment

The equity-settled share-based payment shall be measured at the fair value of the equity instrument granted
to the employee. If the right is feasible immediately after the grant, the relevant cost or expense shall be recorded
in accordance with the fair value of the equity instrument on the grant date, and the capital reserve shall be
increased accordingly. If the right is not viable until the service within the waiting period is completed or the
performance conditions are met, on each balance sheet date within the waiting period, the services acquired in the
current period shall be included into relevant costs or expenses and capital reserves based on the best estimate of
the number of the equity instruments of the viable rights and based on the fair value on the grant date of the equity
instruments. No adjustments shall be made after the vesting date for the related costs or expenses recognized and
total owners' equity.

The cash-settled share-based payment where the Company calculates and determines the cash payment or
any other asset obligation on the basis of shares or other equity instruments in return for services, is measured at
the fair value of the liabilities calculated based on relevant equity instruments. Where the right is feasible
immediately after the grant, the fair value of the liabilities borne by the Company shall be included into the
relevant costs or expenses on the grant date, and the liabilities shall be increased accordingly. Where the
share-based payment is not exercisable until the service in the vesting period is completed or specified
performance conditions are met, then at each balance sheet date within the vesting period, the service obtained in
the current period shall be included in cost or expenses and in liabilities at the fair value of the Company's
liabilities based on the best estimates of the quantity of exercisable equity instruments made by the Company. At
each balance sheet date and settlement date before relevant liabilities are settled, the fair value of the liabilities is
remeasured and the changes are recognised in profit or loss.

If the granted equity instrument is cancelled in the waiting period, the Company will treat the cancellation of the
granted equity instrument as accelerated exercise, and the amount to be recognized in the remaining waiting
period will be included in the current profit and loss immediately, and capital reserve will be recognized at the
same time. If the employee or other parties can choose to meet the non-vesting conditions but fail to meet them
within the waiting period, the Company will treat them as the cancellation of the granted equity instrument.
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38. Preferred stock, perpetual bonds and other financial instruments

The Company classifies the financial instruments and their components at initial recognition into either
finaQFLDO OLDELOLILHV RU HTXLUIN\ LQWUXPHQIV LQ DFFRUGDQFH ZLIK WKH 3)LQDQFLDO ,QVIUXPHQIV BIDQGDUGY™ RQ WKH EDVLY

of the contract terms of and the economic substances but not only the legal forms reflected by the preferred stock,
perpetual bonds and other fi
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Performance obligation refers to the commitment of the Company in the contract to assign commodities
or services that can be clearly distinguished to the customer.

Obtaining the control right of the related commodity means to be able to dominate the use of the
commaodity and obtain almost all the economic benefits from it.

The Company shall evaluate the contract on the commencement date of the contract, identify the
individual performance obligations contained in the contract, and determine whether each individual
performance obligation shall be performed within a certain period of time or at a certain point in time. If one
of the following conditions is satisfied, the performance obligation shall be performed within a certain period
of time, and the Company shall recognize the income within a certain period of time according to the
performance progress of the Company: (1) the client shall obtain and consume the economic benefits brought
by the performance of the Company at the same time; (2) the customer is able to control the goods under
construction during the performance of the Company; and (3) the products produced by the Company during
the performance of the contract are of irreplaceable use, and the Company is entitled to collect payment for
the part of the contract which has been completed so far during the whole term of the contract. Otherwise, the
Company recognizes revenue at the time point when the customer acquires control of the relevant goods or
services.

For the performance obligations performed during a certain period of time, the Company will use the
output/input method to determine the appropriate performance schedule based on the nature of the goods and
services. The output method determines the performance schedule according to the value to the customer of
the goods that have been transferred to the customer (the input method determines the performance schedule
according to the Company's input to fulfill the performance obligation). If the performance schedule cannot
be reasonably determined and the Company is expected to be compensated for the costs already incurred, the
revenue shall be recognized in accordance with the amount of costs already incurred until the performance
progress can be reasonably determined.

Specific method of income recognition

The timing of revenue recognition of the Company for major products respectively are as follows: (1) For BOPP
cigarette films, cigarette labels, aseptic packaging products, when the products are delivered to the locations
designated by the customers, and the delivery is completed and the evidence of transfer of control of the goods is
obtained from the customers. (2) For BOPP flat films and lithium battery separator films, when the delivery has
been completed according to the method agreed by the customers, and the evidence of transfer of control of goods
is obtained from the customers or the carriers designated by the customers. (3) For special paper products, the
products are delivered to designated locations by the customers, the delivery is completed and the evidence of
conforming requirements from customers is obtained.

Differences in accounting policies for revenue recognition due to the adoption of different business models for similar businesses

40. Government grant

Type

Government subsidies are transfers of monetary or non-monetary assets from the government to the
Group at nil consideration. According to the subsidy targets stipulated in the relevant government documents,
government subsidies are classified into government subsidies related to assets and government subsidies
related to income.

The government subsidies related to assets refer to the government subsidies obtained by the Company
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for purchasing and constructing or forming long-term assets in other ways. Government subsidies related to
income refer to government subsidies other than those related to assets.

Recognition of government subsidies

If there is evidence at the end of the period that the Company can meet the relevant conditions specified
in the financial support policy and it is expected to receive the financial support funds, the government
subsidy shall be recognized according to the receivable amount. Otherwise, government subsidies are
recognized when they are actually received.

If a government subsidy is a monetary asset, it is measured at the amount received or receivable. If a
government subsidy is a non-monetary asset, it is measured at fair value. If the fair value cannot be obtained
in a reliable way, it is measured at the nominal amount (RMB1). Government subsidies measured at nominal
amounts are recognized directly in the current profit and loss.

Accounting treatment

According to the essence of economic business, the Company determines whether the total amount method
or the net amount method should be used for accounting treatment of a certain type of government subsidy
business. Generally, the Company only selects one method for the same or similar government subsidy business,
and consistently uses the method for the business.

The government subsidies related to the assets shall be written off against the book value of the relevant
assets or recognized as deferred income. If the government subsidy related to the asset is recognized as deferred
income, it shall be recorded into the profit and loss in stages in accordance with a reasonable and systematic
method during the service life of the asset built or purchased.

If the government subsidy related to the income is used to compensate the relevant expenses or losses of the
enterprise in the future period, it shall be recognized as deferred income and recorded into the current profit and
loss or the relevant costs shall be written off during the period of recognition of the relevant expenses or losses; If
it is used to compensate the related expenses or losses incurred by the enterprise, it shall be directly recorded into
the current profit and loss or the relevant costs shall be written off.

The government subsidies related to the daily activities of the enterprise shall be included in other income or
used to write off related costs and expenses; Government subsidies not related to the daily activities of the
enterprise shall be included in the non-operating income and expenditure.

For preferential loans for policy discount, if the government finance department appropriates the discounted
funds to the lending bank, the borrowing cost is accounted for according to the principal of the loan and the policy
preferential interest rate, with the amount actually received as the entry value of the loan. If the government
finance department directly appropriates the interest subsidy funds to the Company, the subsidies offset the related
borrowing costs.

In case that a confirmed government subsidy is required to be returned, the book value of the asset is adjusted if
the book value of relevant assets is offset at the initial recognition; if there is related deferred income, the book
balance of deferred income is offset, and the excess is included in the current profit and loss; in case of other
circumstances, it is directly included in the current profit and loss.

41. Deferred income tax assets/Deferred income tax liabilities
Deferred tax assets and deferred tax liabilities are calculated and recognised based on the differences arising
between the tax bases of assets and liabilities and their carrying amounts (temporary differences). On the balance

sheet date, deferred tax assets and deferred tax liabilities are measured at the applicable tax rate during the period
when the asset is expected to be recovered or the liability is expected to be settled.
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Basis for recognition of deferred income tax assets

201

The Company recognizes the deferred tax assets generated by the deductible temporary differences to the
extent that it is likely to obtain the taxable income that can be used to offset the deductible temporary
differences, carry forward the deductible losses and tax credits in the following years. However, deferred tax
assets arising from the initial recognition of assets or liabilities in transactions with the following
characteristics shall not be recognized: (1) the transaction is not a business combination; and (2) the
transaction does not affect the accounting profit or taxable income or deductible loss.
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(2) Accounting treatment for finance leases

(1) Financial leased assets: On the date when lease starts, the Company recognizes the fair value of the leased
asset or the present value of the minimum lease payment as the book value of the leased asset, whichever is lower,
and recognizes the minimum lease payment amount as the book value of the long-term payable, and the difference
between the two is recognized as unconfirmed financing expenses. For the identification basis, valuation and
depreciation methods of the finance leasing assets, please refer to "24. Fixed assets" of "V. Important Accounting
Policies and Accounting Estimates™ in this section.

The Company adopts the effective interest rate method to amortize the unrecognized financing expenses
during the asset lease period and includes them in financial expenses.

(2) Financial leasing assets: On the date when lease starts, the Company recognizes the receivable of the financial
lease, the difference between the sum of unsecured residual value and its present value as unrealized financing
income, and recognizes the lease income in the future period of the lease. The initial direct costs incurred by the
Company in connection with lease transactions are included in the initial measurement of financial lease
receivable, and the amount of income recognized during the lease term is reduced.

43. Other critical accounting policies and accounting estimates

1> Discontinuation of operation

The Company recognizes a component disposed of or classified as a component that can be separately
distinguished from the category held for sale and satisfied any of the following as a component of discontinued
operations:

(1) The component represents an independent major business or a separate major business area;

(2) This component is part of a related plan to dispose of an independent major business or a separate major
operating area;

(3) This component is a subsidiary that is acquired for resale.

Operating profit and loss, such as impairment losses for discontinued operations and the amount reversed,
and disposal profit and loss are presented in the income statement as profit and loss of discontinued operations.

2> Hedge accounting
The Company categorizes the hedging instruments into fair value hedges, cash flow hedges and net
investment hedges in a foreign operation, in accordance with hedging relationships.
For hedging instruments satisfy all following conditions, hedge accounting is applied for accounting
treatment:

(1) The hedging relationship is comprised of only qualifying hedging instruments and hedged items.

(2) Prior to hedging, the Company has formally designated the hedging instruments and the hedged items,
and prepared the documentation regarding hedging relationships and risk management strategy and objectives
for undertaking the hedging.

(3) The hedging relationship meets the hedge effectiveness requirements.

The hedging relationship that meets all of the following conditions, are regarded in accordance with
hedge effectiveness requirements.

1) There is an economic relationship between the hedged item and the hedging instrument, which makes
the values of the hedging instruments and the hedged items generally move in the opposite direction because
of the same hedged risk.
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2) The effect of credit risk does not dominate the value changes that result from that economic
relationship between the hedged item and the hedging instruments.

3) The hedge ratio of hedging relationship is the same as that resulting from the quantity of the hedged
item that the Company actually hedges and the quantity of the hedging instrument that the Company actually
uses to hedge that the quantity of hedged item. However, that designation shall not reflect an imbalance
between the weightings of the hedged item and the hedging instrument that would create the hedge
ineffectiveness that could result in an economic outcome that would be inconsistent with the purpose of hedge
accounting.

Accounting treatment for fair value hedges

(1) Gains or losses arising from hedging instruments shall be included in current profit and loss. If the
hedging instrument hedges the non tradable equity instrument investment (or its components) that is selected
to be measured at fair value and its change is included in other comprehensive income, the gains or losses
generated by the hedging instrument are included in other comprehensive income.

(2) Gains or losses of the hedged item arising from the hedged risk exposure are included in the current
profit and loss, and the book value of the hedged item that is not measured at fair value is adjusted. If the
hedged item is a financial asset (or its component) measured at fair value and its change is included in other
comprehensive income, the profit or loss generated from the hedged risk exposure is included in the current
profit and loss, and its book value has been measured at fair value without adjustment; the hedged item is
measured at fair value and its change is included in other comprehensive income for the Company. For the
non-tradable equity instrument investment (or its components) of income, the gains or losses arising from the
hedged risk exposure are included in other comprehensive income, and its book value has been measured at
fair value without adjustment.

If the hedged item is an unrecognized firm commitment (or its component), the accumulated change in
fair value caused by the hedged risk after the designation of the hedging relationship shall be recognized as an
asset or liability, and the relevant gains or losses shall be included in the profits and losses of each relevant
period. When the assets are determined or commitments are made, the initial recognised amount of the asset
or liability is adjusted to include the fair value cumulative change of the recognized hedged item.

(3) If the hedged item is a financial instrument (or its component) measured at amortized cost, the
adjustment of book value of the hedged item shall be amortized according to the actual interest rate
recalculated on the amortization date and included in the current profit and loss. The amortization can start
from the adjustment date, but not later than the time point when the hedging gains and losses are adjusted for
the termination of the hedged item. If the hedged item is a financial asset (or its component) measured at fair
value and its change is included in other comprehensive income, the accumulated recognized hedging gains or
losses shall be amortized in the same way and included in the current profit and loss, but the book value of the
financial asset (or its component) shall not be adjusted.

Accounting for cash flow hedges
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(1) The portion of the gain or loss on the hedging instrument that is determined to be an effective hedge
shall be recognized in other comprehensive income: The amount of the cash flow hedge reserve shall be
determined by the lower of the absolute amount of the following two items:

1) the cumulative gain or loss on the hedging instrument from inception of the hedge; and

2) the present value of the cumulative change in the hedged expected future cash flows of the hedged
item from inception of the hedge. The amount of the cash flow hedge reserve recognized in the other
comprehensive income during each accounting period is the change in the cash flow hedge reserve for the
accounting period.
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(2) Any remaining gain or loss on the hedging instrument (or any gain or loss required to balance the
change in the cash flow hedge reserve calculated) is hedge ineffectiveness that shall be recognized in profit or
loss.

(3) The amount that has been accumulated in the cash flow hedge reserve shall be accounted for as
follows:

1) If a hedged forecast transaction subsequently results in the recognition of a non-financial asset or
non-financial liability, or a hedged forecast transaction for a non-financial asset or a non-financial liability
becomes a firm commitment for which fair value hedge accounting is applied, the Company shall remove that
amount from the cash flow hedge reserve and include it directly in the initial cost or other carrying amount of
the asset or the liability.
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and written records shall be made at the same time, but the following conditions shall be met simultaneously:

(1) the name of the credit exposure (for example, the borrower, or the holder of a loan commitment) matches
IKH UHIHUHQFH HQILIN RI WKH FUHGLW GHULYDILYH pQDPH PDIFKLQJY DQG
(2) the seniority of the financial instrument matches that of the instruments that can be delivered in accordance
with the credit derivative.

44. Changes in critical accounting policies and accounting estimates
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The impact of the implementation of the