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Section I. Important, Contents and Definitions y

The board of directors, the supervisory board and the directors, supervisors and senior management of the Company hereby
warrant that there are no false representations, misleading statements or material omissions contained in the Annual Report,
and jointly and severally accept full responsibility for the truthfulness, accuracy and completeness of its contents.

Yang Yun Long, the legal representative of the Company, Hao Yun Feng, the person in charge of accounting department and
Zhu Lin, the head of the accounting department, declare that they guarantee the truthfulness, accuracy and completeness of
the financial statements in the Annual Report.

All Directors attended the Board meeting for considering this report.

This report involves forward-looking statements about future plans, which do not constitute actual commitments to investors
by the Company. Investors and the parties concerned should maintain sufficient knowledge of the underlying risks and
understand the differences among plans, projections and commitments. Investors are advised to make themselves aware of the
risks associated with investment.

The Company has described in detail the potential risks in the section headed “XI. Prospects for future development of the
Company” under “Management Discussion and Analysis” in Section Il of this report. Investors are advised to read carefully the
contents thereof.

The Company does not propose any payment of cash dividends or any issue of bonus shares or any transfer of reserve to
capital.
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Section I. Important, Contents and Definitions

Definitions

Term

"Company”, ”
“Shandong Molong”

"Group”

"SZSE”

“SEHK”

“CSRC”

“Shouguang Maolong”

"

“Shouguang Baolong’
“Weihai Baolong”
“Molong Energy”
“Molong I&E"”
“MPM”

“Molong Logistic”
“Molong Electro-mechanical”
“Baolong Consultancy”
“Shouguang Jinxin”

“Shouguang SAB”

“Molong Holdings”
“reporting period”

“RMB”, "RMB thousand”, “RMB ten

thousand”

parent company” and

Definition

000000000000 00(Shandong Molong Petroleum Machinery
Company Limited)

collectively, the Company and its subsidiaries

The Shenzhen Stock Exchange

The Stock Exchange of Hong Kong Limited

China Securities Regulatory Commission

0O000o0o0o0o0ooooooo (Shouguang Maolong New Materials
Technology Development Co., Ltd.)

000000000000 (Shouguang Baolong Petroleum Equipment Co.,
Ltd.)

0000000000000 (Weihai Baolong Special Petroleum Materials Co.,
Ltd.)

000000000000 (Shandong Molong Energy Technology Co., Ltd.)

00000000000 (Shandong Molong Import & Export Co., Ltd.)

MPM International Limited

0000000000 (Shouguang Molong Logistic Co., Ltd.)

000000000000 (Shouguang Molong Electro-mechanical Equipment
Company Limited)

0000000000000 (Shouguang Baolong Management and
Consultancy Co., Ltd.)

O000000000O0O0O0O00000 (Shandong Shouguang Jinxin
Investment Development Holdings Group Limited)

000000000000 (State-owned Assets Supervision and

Administration Bureau of Shouguang City)

0000000000 (Shouguang Molong Holdings Co., Ltd.)

1 January 2021 to 31 December 2021

Renminbi, thousand Renminbi, ten thousand Renminbi

e Shandong Molong Petroleum Machinery Company Limited



Section . Company Profile and Key Financial Indicators

Company Profile
Stock Name Abbreviation

Stock exchanges of listed shares

Chinese name of the Company

Abbreviation of the Chinese Name

English Name of the Company (if any)

Abbreviation of the English Name (if any)

Legal Representative of the Company

Registered Address

Postal Code of Registered Address

Historical Changes in the Company’s
Registered Address

Office Address

Postal Code of Office Address

Company Website

Email Address

Shandong Molong Stock Code 002490, 00568
SZSE, SEHK

gooooooooooooo

googd

Shandong Molong Petroleum Machinery Company Limited

Shandong Molong

Yang Yun Long

No. 999 Wen Sheng Street, Shouguang City, Shandong Province
262700

Not applicable

No. 999 Wen Sheng Street, Shouguang City, Shandong Province
262700

https://www.molonggroup.com

dsh@molonggroup.com

Contact Persons and Contact Information

Name

Contact Address
Telephone
Facsimile

Email Address

Secretary to the Board

Zhao Xiao Tong

No. 999 Wen Sheng Street, Shouguang City, Shandong
Province

0536-5100890

0536-5100888

dsh@molonggroup.com

Information Disclosure and Places for Inspection

Websites of stock exchanges on which the annual report  SZSE (http:/Awww.szse.cn);

of the Company is disclosed

SEHK (http://www.hkex.com.hk)

Names and websites of media on which the annual report China Securities Journal, Shanghai Securities News, Securities

of the Company is disclosed

Places for inspection of the Company’s annual report

Daily and Securities Times, and cninfo (http://www.cninfo.
com.cn)
Board of Directors Office of the Company
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} . Section Il. Company Profile and Key Financial Indicators

IV. Registry Changes

Organisation No. 91370000734705456P
Changes in principal operations since At the first extraordinary general meeting of 2021 of the Company held on 3
the Company'’s listing (if any) March 2021, the Resolution on the Change in Business Scope of the Company

and Amendments to the Articles of Association was considered and approved.
On 4 March 2021, the Company completed the procedures for changes of
industry and commerce registration. The Company’s business scope has been
changed as: pump, sucker rod, oil pumping machine, oil machinery, textile
machinery, steel rolling and processing, special equipment, gear and gearbox,
oil drilling special equipment, valve and cock, metallurgy special equipment,
mechanical parts processing manufacturing, sales; petroleum machinery and
relevant product development; commodity information services (excluding
intermediary); technology promotion services; energy-saving technology
promotion services; technology imports and exports; goods imports and
exports; inspection services; measurement services. (Project approved by law
can only be carried out with the approval of the relevant department, and the
validity period shall be subject to the license).
Previous changes of controlling On 23 February 2021, Mr. Zhang En Rong, the original controlling shareholder
shareholders (if any) and actual controller of the Company, entered into the Share Transfer
Agreement with Molong Holdings. Mr. Zhang En Rong transferred
235,617,000 A shares of the Company (representing 29.53% of the total
share capital of the Company) held by him to Molong Holdings by way of
transfer agreement. On 23 March 2021, the registration of transfer of A
shares by Zhang En Rong to Molong Holdings by agreement was completed
with China Securities Depository and Clearing Co., Ltd. Shenzhen Branch.
After the completion of the equity transfer, Molong Holdings directly holds
235,617,000 A shares of the Company, representing 29.53% of the total
share capital of the Company, and has become the controlling shareholder of
the Company. Shouguang SAB remains the actual controller of the Company.

V. Other Relevant Information

Accounting firm engaged by the Company

Name of the accounting firm ShineWing Certified Public Accountants LLP

Office address of the accounting firm  9th Floor, Fuhua building A, No. 8 Chaoyangmen North Street, Dongcheng
District, Beijing

Name of the signing certified public Kan Jing Ping, Zhang Chao

accountants

Sponsor institution which executes continuous supervision duties during the reporting period engaged by the Company

O Applicable P Not applicable

Financial consultant which executes continuous supervision duties during the reporting period engaged by the Company

O Applicable P Not applicable

e Shandong Molong Petroleum Machinery Company Limited



Section . Company Profile and Key Financial Indicators y

ZZ 4

V1.

Key Accounting Data and Financial Indicators

Whether the Company made retroactive adjustment or restated accounting data in previous years

O Yes P No

2021 2020

Operating revenue (RMB) 3,734,462,841.12  3,009,719,029.66

Net profit attributable to shareholders of listed
company (RMB)

Net profit after extraordinary gains or losses

attributable to shareholders of listed company

(368,017,768.12) 32,178,630.99

(RMB) (369,613,746.87)  (266,995,839.08)
Net cash flows generated from operating activities

(RMB) 35,792,357.33 206,901,178.06
Basic earnings per Share (RMB/share) (0.46) 0.04
Diluted earnings per Share (RMB/share) (0.46) 0.04
Weighted average rate of return on net assets (23.05%) 1.82%

As at the end of
2020

As at the end of
2021

Total assets (RMB)
Net assets attributable to shareholders of listed

4,457,611,299.31  5,175,635,815.38

company (RMB) 1,413,238,861.87  1,780,737,084.59

Year-on-year

increase/decrease 2019
24.08%  4,388,904,215.91
-1,243.67% (196,309,267.90)
-38.43% (195,511,134.59)
-82.70% 688,353,418.08
-1,250.00% (0.25)
-1,250.00% (0.25)
-24.87% (10.63%)

As at the end of
2019

Year-on-year
increase/decrease
-13.87% 5,735,752,344.59

-20.64% 1,747,518,970.85

The lower of the Company'’s net profit before and after deduction of extraordinary gains or losses in the latest three fiscal
years is negative, and the audit report of the latest year shows that the Company’s ability to continue operations is

uncertain

O Yes P No

The lower of the net profit before and after deduction of extraordinary gains or losses is negative

P Yes O No

Item 2021

Operating revenue (RMB) 3,734,462,841.12

Deduction amount from operating revenue 105,726,328.01 63,827,875.19
(RMB)

Operating revenue after deduction amount  3,628,736,513.11  2,945,891,154.47
(RMB)

2020

3,009,719,029.66

Remark

Mainly comprised of revenue
from sales of products and
scraps.

Mainly comprised of revenue
from sales of scraps.

Mainly comprised of revenue
from sales of products.
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} . Section Il. Company Profile and Key Financial Indicators

VII. Differences in accounting data under domestic and overseas accounting

standards

Differences in net profits and net assets in the financial statements as disclosed
under the International Accounting Standards (“IASs”) and PRC Generally
Accepted Accounting Principles (“PRC GAAP")

0O Applicable P Not applicable

During the reporting period, there were no differences in net profit and net assets in the financial statements as
disclosed under the IASs and PRC GAAP.

Differences in net profit and net assets in the financial statements as disclosed
under the overseas accounting standards and PRC GAAP

O Applicable P Not applicable

During the reporting period, there were no differences in net profit and net assets in the financial statements as
disclosed under the overseas accounting standards and PRC GAAP.

Explanation of reasons for differences in accounting data under domestic and

overseas accounting standards

0O Applicable P Not applicable

VIll.Key financial indicators by quarter

First quarter

Operating revenue 544,093,801.68
Net profit attributable to shareholders
of listed company (109,329,169.93)

Net profit after extraordinary gains or

losses attributable to shareholders of

listed company (110,052,476.77)
Net cash flows from operating activities (198,994,506.89)

Second quarter

1,354,033,775.40

41,078,374.51

42,525,518.56
179,522,875.60

Unit: RMB

Third quarter Fourth quarter

1,047,172,476.68 789,162,787.36

(37,338,874.65)  (262,428,098.05)

(39,235,636.46)  (262,851,152.20)
(344,690,508.13)  399,954,496.75

Whether the above financial indicators or aggregate is material different from the relevant financial indicators disclosed

in quarter reports or semi-annual reports of the Company

O Yes P No

e Shandong Molong Petroleum Machinery Company Limited



Section . Company Profile and Key Financial Indicators

Extraordinary gain or loss items and amounts

P Applicable O Not applicable

Unit: RMB
Item 2021 Amount 2020 Amount 2019 Amount  Explanation
Gains or losses arising from the disposal of non- (3,178,219.53)  350,931,281.92 5,216,498.87  Mainly comprised of the losses
current assets (including the written-offs that on disposal and retirement of
have been provided for impairment of assets) certain assets of the
Company.
Government grant recognised in current profit and 2,335,726.68 17,770,915.00 14,032,294.31  Mainly comprised of the
loss (excluding those grants that are closely amortisation of deferred
related to the Company’s normal business revenue associated with assets
operation, that met the requirements of national and the receipts of stability
policy, and that were continuously granted in subsidies, social security
accordance with the certain standard amount or allowances and other grants
volume prescribed by the State) during the current period.
Profit or loss arising from contingencies unrelated to (979,747.94) (25,358,236.00) (29,170,030.14) Mainly comprised of the
the normal operation of the Company provision for compensations

for claims related to investors'
litigation in the current period.
Gain or loss arising from changes in fair value of — 202,596.63 3,490,824.04 —

financial assets held for trading and financial

liabilities held for trading, and disposal of financial

assets held for trading, financial liabilities held for

trading and gain on investment in available-for-

sale financial assets, other than the effective

hedging business related to the normal operation

of the Company
Write-back of provision for receivables subject to — 520,000.00 5,993,355.82 —
individual impairment test
Non-operating income and expenses other than the 3,615,735.91 7,138,842.29 4,927,933.70  Mainly comprised of the break
above items fee income received during
the current period.
Less: Effect on income tax 63,812.14 51,780,307.55 2,965,641.14 —
Effect on minority interests (after tax) 133,704.23 250,622.22 2,323,368.77 —
Total 1,595,978.75 299,174,470.07 (798,13331) —

Details of other profit or loss items that fall within the definition of extraordinary gain or loss:

0O Applicable P Not applicable

The Company did not have any extraordinary profit and loss items that fall within the definition of extraordinary gain or
loss.

Explanation for defining the non-extraordinary gain or loss items listed in the Interpretation No. 1 on Information
Disclosure for Companies Offering Their Securities to the Public — Extraordinary Profit and Loss) as extraordinary gain
and loss items

0O Applicable P Not applicable

The Company did not define any non-extraordinary profit or loss items listed in the Interpretation No. 1 on Information
Disclosure for Companies Offering Their Securities to the Public — Extraordinary Profit and Loss) as extraordinary gain
and loss items.
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§ Section Ill. Management Discussion and Analysis

I.  Overview of the Company’s industry during the reporting period

The Company operates in the energy equipment industry covering energy sources such as petroleum, natural gas, shale
gas, coal and coalbed methane, which is apparently vulnerable to changes in economic development cycle, market
consumption and demand, cycle of crude oil prices and cycle of raw material prices. Since 2021, in line with the gradual
improvement in global economic development, demand for oil and gas has become increasingly stronger with
international oil prices fluctuated upward, which helped further boost active investment in capital expenditure by oil and
gas companies and in turn drive the sentiment in the oilfield services industry to rebound. However, the downstream
equipment manufacturers for oilfield services continued to face a fierce industry competition as international oil and gas

e Shandong Molong Petroleum Machinery Company Limited



Section lll. Management Discussion and Analysis

The Company’s main products are pipe products and high-end castings and forgings. The Company has adopted a “sales-
based production” business model for production under which the Company manufactures, inspects and delivers
products under its production system and according to the plan specified in the customer orders secured by the sales
department through market sales initiatives. The Company has adopted a centralised procurement model under which
the procurement department is responsible for the purchase of all raw materials, moulds and equipment, including the
signing of procurement contracts, procurement status tracking, facilitating quality improvement of raw materials, etc.
The procurement department strictly controls the selection of suppliers based on a comprehensive overall evaluation
index system. It fosters quality partners and develops long-term and stable strategic partnership. The Company has a
relatively mature sales network and has established a professional team dedicated to sales and import and export
operations with members responsible for domestic and international market research and study, development, product
sales and after-sales services, respectively.

As at the end of the reporting period, the Company had total assets of RMB4.458 billion, representing a decrease of
13.87% year-on-year. Net assets attributable to shareholders of the listed company were RMB1.413 billion, representing
a decrease of 20.64% year-on-year. During the reporting period, the Company realised an operating revenue of
RMB3.734 billion, representing a year-on-year growth of 24.08%. Net profit attributable to shareholders of the listed
company was —-RMB368 million. During the reporting period, due to the significant increase in the purchase prices of coal
and mineral powder, the major raw materials of the Company, the suspension of production for overhaul of Shouguang
Maolong and Shouguang Baolong, the Company’s principal subsidiaries, and the shortage in supply of raw materials,
there was an increase in the production costs and procurement costs. Meanwhile, the suspension of production also led
to the increase in costs and expenses. During the reporting period, the Company carried out a thorough review on assets
at the end of the year and provided for an impairment loss of RMB98,254.5 thousand in respect of those assets with an
indication of impairment according to the relevant requirements.

Analysis of core competitiveness

1. Strength in technological research and development and innovation

The Company has strong R&D capabilities in the field of special equipment for energy equipment, and has
undertaken more than 70 national and provincial-level related scientific research projects. We are a new high-
technology enterprise and a leading enterprises in China’s energy equipment base with Shandong Provincial
Enterprise Technology Center, Shandong Petroleum Special Pipe Engineering Technology Research Center, and
National Accreditation Laboratory and Weifang Petroleum Machinery Engineering Technology Research Center and
other innovation platforms in place. The Company has built a professional and stable scientific research team
through independent training, introduction of talents, and cooperation with universities and research institutes,
which is creating the enterprises-based and market-oriented technology innovation system with in-depth
integration of production, education and research.

2. Strength in product quality

The Company attaches importance to management of product quality. The Company is well-equipped with
inspection and monitoring equipment. The Company has long been accredited ISO9001 international quality
system certification, 1SO14001 environmental management system certification and OHSAS18001 occupational
health and safety management system certification and passed the QES management system follow-up
recertification. With the main products being approved to use the industry logo of American Petroleum Institute
(abbreviated as “API"), the Company successfully gained access to the domestic and global oil field markets. The
main products, namely casings, valves, mud pump liners, precision stainless steel forgings, three kinds of oil
pumping units and accessories, are highly marketable globally in major oil-producing regions such as Europe, the
Americas and the Middle East, and are well-received by local and overseas customers.

Annual Report 2021
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§ Section Ill. Management Discussion and Analysis

3. Strength in marketing

The Company sets foothold in China and goes global. Over the years of development, the Company has built a
network providing long-term, stable, fast and effective sales services and established a loyal, long-lasting and win-
win partnership with mass customers. In the domestic market, the Company has a relatively stable customer base
which includes, without limitation to, oil and gas companies such as PetroChina, Sinopec, CNOOC and Yanchang
Petroleum. The major overseas markets are countries and regions in the Middle East, the Americas, Europe and
North Africa. The Company’s marketing team consists of talents who are professionals in international trade and
marketing and have relatively extensive experience and strong business competence, which allows the Company to
enjoy, to a certain extent, competitive edge in marketing of energy equipment products.

4. Strength in furnace rehabilitation technology

Hismelt furnace rehabilitation technology is a furnace rehabilitation metallurgical technology of Shandong Molong
which actively follows the national manufacturing transformation and upgrade, continues to develop the recycling
economy and builds a green metallurgical enterprise. The Company has obtained Hismelt furnace rehabilitation
technology series patents and authorizations. After the identification of scientific and technological achievements
organised by the Chinese Society for Metals, Shandong Molong Hismelt furnace rehabilitation technology has
reached the international leading level. Riding on the continuous expansion of the sales market of high-end
castings and forgings developed with the current furnace rehabilitation technology of the Company, it can be
broadly applied to the manufacturing of equipment for wind turbine castings and high-end machine tools. The
application and promotion of Hismelt furnace rehabilitation technology is expected to become a new profit growth
point for the Company’s future development.

5. Strength in new products

During the reporting period, in order to meet market demand, the Company developed a series of new products
and improved its technical know-how by further pushing forward its product R&D activities. Full set installation and
factory inspection and testing were completed for the Company’s self-developed heater blower gun equipment
which has met the criteria for use. The Group developed and commenced small-batch trial production of EH sucker
rods, which have been up to standard in terms of all performance indicators and covers the preparatory works for
preliminary development of smart logistic oil pumps. The Group designed and manufactured high tensile strength
and high-resistance deformation anti-galling tubes, which have commenced mass production for use. The Group
also developed a manufacturing process of boronised pump barrels for oil pumps and commenced small-batch
production for Xinjiang market. The specialised double-channel oil pump product was completed with its design
and manufacturing and has been put into mass production for the oilfields in Xinjiang market. As to the newly
developed hydraulic and cold-drawn cylinder tube products, the Group worked on the design and improvement of
cold drawing machine, cold drawing dies, special thread casings and other equipment. The efforts in research and
development of new products and improvement of technical know-how will help the Group further increase its
overall competitiveness in the industry.

6. Strength in brand name

The Company is a listed company that specialises in the design, research and development, process manufacturing,
sales and exports of energy equipment. The Company is also a qualified supplier of the largest four oil
conglomerates in China. The Company has always adhered to its principle of “encouraging all people, absorbing
all thinks, collecting all contributions and creating all achievements”. Through expansion of scale and extension of
production chains, the Company has gained good reputation and solid position in the energy equipment market
sector. The “Molong” trademark of the Company is named as a famous trademark of Shandong Province, and the
products of the Company have become a key export brand for nurturing and development in Shandong Province.

@ Shandong Molong Petroleum Machinery Company Limited



Section lll. Management Discussion and Analysis

Overview

IV. Analysis of principal businesses

See “II. Principal businesses of the Company during the reporting period” for details.

Revenue and cost

(1) Composition of operating revenue

Total operating revenue

By industry

Special equipment
manufacturing

By product

Pipe products

Three kinds of pumping units

Petroleum machinery parts
Tube blanks

High-end castings and forgings

Others

By region
Within China
Outside China
By sales model
Self-marketing

2021

Amount

3,734,462,841.12

3,734,462,841.12

2,047,507,945.84
25,281,830.99
8,885,631.54
815,847,918.60
710,405,198.10
126,534,316.05

3,536,780,288.98
197,682,552.14

3,734,462,841.12

Percentage
of operating
revenue

100%

100.00%

54.83%
0.68%
0.24%

21.84%

19.02%
3.39%

94.71%
5.29%

100.00%

2020

Amount

3,009,719,029.66

3,009,719,029.66

2,458,265,692.32
40,046,101.68
8,346,558.77
178,497,433.73
241,350,397.49
83,212,845.67

2,717,360,137.40
292,358,892.26

3,009,719,029.66

Percentage of
operating
revenue

100%

100.00%

81.68%
1.33%
0.28%
5.93%
8.02%
2.76%

90.29%
9.71%

100.00%

Unit: RMB

Year-on-year
increase/
decrease

24.08%

24.08%

-16.71%
-36.87%
6.46%
357.06%
194.35%
52.06%

30.16%
-32.38%

24.08%

2
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§ Section Ill. Management Discussion and Analysis

(2)

(3)

Industries, products, regions or sales models that accounted for over 10% of the
Company'’s operating revenue or operating profits

P Applicable 0O Not applicable
Operating revenue

By industry
Special equipment

manufacturing 3,734,462,841.12
By product
Pipe products 2,047,507,945.84
Tube blanks 815,847,918.60
High-end castings

and forgings 710,405,198.10
By region
Within China 3,536,780,288.98

By sales model

Self-marketing 3,734,462,841.12

Operating cost

3,514,477,916.63

1,853,833,877.47
755,620,029.56

750,153,992.36

3,329,682,584.60

3,514,477,916.63

Gross profit
margin

5.89%

9.46%
7.38%

-5.60%

5.86%

5.89%

Year-on-year

Year-on-year

increase/ increase/
decrease in decrease in
operating operating
revenue cost
24.08% 21.09%
-16.71% -21.59%
357.06% 302.49%
194.35% 225.65%
30.16% 25.30%
24.08% 21.09%

Unit: RMB
Year-on-year
increase/
decrease in

gross profit
margin

2.33%

5.63%
12.55%

-10.16%

3.65%

2.33%

After adjustments were made to the data statistical caliber of the Company’s principal businesses in the
reporting period, the data of the Company’s principal businesses for the most recent 1 year as adjusted

based on the caliber at the end of the reporting period

O Applicable P Not applicable

Whether the Company’s revenue from sales of physical goods is more than income
from the provision of labour services

P Yes O No

Industry type Item

Special equipment  Sales volume

manufacturing

Production volume

Stock volume

Unit

Ten thousand tonnes

Ten thousand tonnes

Ten thousand tonnes

2021 2020
72.09 62.7
72.78 58.16
6.85 6.16

Reason(s) for year-on-year changes of over 30% in the underlying data

0O Applicable P Not applicable

@ Shandong Molong Petroleum Machinery Company Limited
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Section lll. Management Discussion and Analysis

(4) Performance of the material sales contracts and material purchase contracts entered

(5)

by the Company as at the end of the reporting period

0 Applicable

P Not applicable

Composition of operating cost

By rdue

Product type

Pipe products

Pipe products

Pipe products

Pipe products

Three kinds of pumping units Materials
Three kinds of pumping units Materials
Three kinds of pumping units Materials
Three kinds of pumping units Materials
Petroleum machinery parts Materials
Petroleum machinery parts Materials
Petroleum machinery parts Materials
Petroleum machinery parts Materials
Tube blanks

Tube blanks

Tube blanks

Tube blanks

High-end castings and forgings
High-end castings and forgings
High-end castings and forgings
High-end castings and forgings

Others

Others

Others

Others

Note

Item

Materials
Depreciation
Labour cost
Expenses
Materials
Depreciation
Labour cost
Expenses
Materials
Depreciation
Labour cost
Expenses
Materials
Depreciation
Labour cost
Expenses
Materials
Depreciation
Labour cost
Expenses
Materials
Depreciation
Labour cost

Expenses

2021

Amount
1,438,018,938.75
86,017,891.91
96,955,511.79
232,841,535.01
19,383,975.12
1,605,008.22
4,481,096.78
1,459,588.01
8,135,850.30
1,053,225.30
1,290,458.86
981,023.79
669,706,032.20
14,130,094.55
16,774,764.66
55,009,138.15
663,886,283.24
31,131,390.68
9,977,048.10
45,159,270.34
77,505,652.84
13,884,391.07
18,927,966.02
6,161,780.94

Percentage
of operating
cost
71.57%
4.64%
5.23%
12.56%
71.98%
5.96%
16.64%
5.42%
70.99%
9.19%
11.26%
8.56%
88.63%
1.87%
2.22%
7.28%
88.50%
4.15%
1.33%
6.02%
66.54%
11.92%
16.25%
5.29%

2020
Percentage
of operating
Amount cost
1,679,292,641.83 71.03%
165,966,976.57 7.02%
176,133,044.93 7.45%
342,809,282.09 14.50%
24,813,408.06 66.94%
2,846,832.60 7.68%
6,983,636.21 18.84%
2,424,255.88 6.54%
5,342,853.06 71.30%
687,901.70 9.18%
1,040,844.73 13.89%
421,883.07 5.63%
165,074,534.75 87.93%
4,580,710.39 2.44%
5,050,045.47 2.69%
13,028,741.85 6.94%
197,942,580.71 85.93%
10,826,604.55 4.70%
3,708,687.95 1.61%
17,875,415.18 7.76%
49,501,171.87 65.49%
9,077,860.35 12.01%
13,794,417 .26 18.25%
3,212,398.55 4.25%

Unit: RMB

Year-on-year
increase/
decrease
-14.37%
-48.17%
-44.95%
-32.08%
-21.88%
-43.62%
-35.83%
-39.79%

52.28%

53.11%

23.98%
132.53%
305.70%
208.47%
232.17%
322.21%
235.39%
187.55%
169.02%
152.63%

56.57%

52.95%

37.21%

91.81%

Raw materials accounted for the most significant part of the Company’s cost of products, and the major raw
material of the Company are mineral fines, coal, tube blanks and scrap steel.
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(6) Whether consolidation scope changed during the reporting period

)

(®)

P Yes O No

The Company convened the sixth meeting of the sixth session of the board of directors and the sixth
meeting of the sixth session of supervisory board respectively on 27 March 2020, at which the “Proposal for
the Deregistration of a Controlled Subsidiary” (000000000000 OO) was considered and passed
to approve the disposal of Baolong Consultancy (a controlled subsidiary) by way of liquidation and
deregistration (Announcement numberd 2020-017). On 28 December 2021, the Company received a Notice
on Approval of Deregistration from the Administrative Examination and Approval Service Bureau of
Shouguang City confirming that the deregistration procedures regarding Baolong Consultancy have been
completed (Announcement number 2021-077). Upon completion of the deregistration, Baolong Consultancy
is longer to be consolidated into the consolidated financial statements of the Company.

Information related to significant change or adjustment of the Company’s business,
product or service during the reporting period

O Applicable P Not applicable

Information on major customers and major suppliers

1 1
b dPala,a, *MajLOcLreo, =CL, a0V

Total sales of the top 5 customers (RMB) 1,111,506,039.91
Proportion of total sales of the top 5 customers over total sales for the year 29.77%
Proportion of sales of connected parties in the top 5 customers over total sales for the year 0.00%

7
b dPalg,aq, =CL), V' c 50 0f>rc

Percentage of
the annual total

No. Name of customer Sales amount (RMB) sales amount

1 PetroChina Company Limited 312,448,049.65 8.37%
(Dooooooooooog)

2 Ningbo Rixing Casting Co., Ltd. 226,163,301.26 6.06%
(Doooooooog)

3 Shaanxi Yanchang Petroleum (Group) Co., Ltd. 215,537,636.92 5.77%
(Do0ooOooooooooOooog)

4 Zhongji Jinhe Trading Co., Ltd. 199,270,481.99 5.34%
(Doooooooog)

5 Shandong Guochuang Precision Machinery Co., Ltd. 158,086,570.08 4.23%

(Doooooooooon)

Total — 1,111,506,039.91 29.77%

e

: 1
* ar _arieuarc<, majLeuc Jferc

P Applicable 0O Not applicable
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The Company did not have any related relationship with the top 5 customers and the directors, supervisors,

senior management, key technicians, shareholders who had more than 5% of the shares, actual controller

and other related parties of the Company did not have any interest in the major customers.

p s
b dPalg,w, =SMajLt, Il = CL0. a0V

Total purchases attributable to the top 5 suppliers (RMB)

Proportion of total purchases attributable to the top 5 suppliers
over total purchases for the year

Proportion of purchases of connected parties in the top 5 suppliers
over total purchases for the year

1

I') <ala,w, "C-m-a'l,\/lf *5 ﬂ-hj.rr

1,081,552,845.46

34.12%

0.00%

Percentage of the

Purchases annual total

No. Name of the supplier amount (RMB)  purchases amount

1 Shandong Xijiaxin Mining Co., Ltd. 437,480,007.44 13.80%
(Dooooooooono)

2 Jiangxi Jingpeng Juhui Environmental Technology Co., 176,424,001.70 5.57%
td.(DOoooooooooooon)

3 Tianjin Tianwu Xuyang Environmental Technology Co., 167,162,412.30 5.27%
wd(Dooooooooooooono)

4 Shandong Shouguang Juneng Thermoelectric 163,697,713.19 5.16%
Development Co., Ltd. (D OO 0OO0OOOCOOOO0OOO)

5 Shoutou Renewable Energy CO., Ltd. 136,788,710.83 4.32%
(DOooooooooo)

Total — 1,081,552,845.46 34.12%

Other particulars of the major suppliers

P Applicable 0O Not applicable

The Company did not have any related relationship with the top 5 suppliers and the directors, supervisors,
senior management, key technicians, shareholders who had more than 5% of the shares, actual controller

and other related parties of the Company did not have any interest in the major suppliers.
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30 Expenses

Selling expenses
Administrative
expenses

Finance expenses

Research and
development
expenditures

2021

13,402,249.30
278,990,958.47

115,447,705.15

57,076,465.12

2020

14,948,332.92
194,470,836.86

159,212,583.52

52,542,810.96

4. Investments in research and development

P Applicable

Name of key R&D
project

110V high-strength
and high-toughness
casing

High-toughness CO,
corrosion resistant
casing

0 Not Applicable

Purpose of the project

To develop high-strength and
high-toughness casing products
based on the optimised material
ingredients, heat treatment
process and hot rolling process.

To develop high-strength and
high corrosion resistant casing
products based on the
optimised material ingredients,
heat treatment process and hot
rolling process.

@ Shandong Molong Petroleum Machinery Company Limited

Progress of
the project

Completed

Completed

Year-on-
year
increase/
decrease

-10.34% —
43.46%

Unit: RMB

Description of significant change

Primarily attributable to the suspension

of production of Shouguang Maolong

and Shouguang Baolong for inspection
and maintenance during which the
expenses increased.

-27.49%

Primarily attributable to the decrease in

the financing amount for the current

period.
8.63% —

Intended target

To develop high-strength
and high-toughness
casing products designed
for petroleum use with
yield strength of at least
110KSI.

To develop high-strength
casing products designed
for petroleum use that
can be used under the
environment with high
content of CO, corrosive
media.

Expected impact on the
future development of
the Company

To enhance the Company’s
product competitiveness,
to meet the demand for
high-strength casings for
petroleum use of the
petroleum exploration and
development sector, and to
expand the market share of
the products.

To enhance the Company’s
product competitiveness,
to meet the demand for
casings for petroleum use
of the petroleum
exploration and
development sector under
high corrosion
environment.
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Name of key R&D
project

Thickened tubing
(Anti-torsion)

Thermal well casing

Cold-drawn cylinder
tubing

Corrosion resistant
tubing

Ultra high strength
large wall thickness
pier vertical
connecting smart
gas-sealed buckle

pipes

Purpose of the project

To develop specially-structured
tubing with good connectivity
when the large torque is
tightened.

To develop high-strength and
thermal resistant casing
products based on the
optimised material ingredients,
heat treatment process and hot
rolling process.

To offer a low-cost, high-
precision, processing-free
sophisticated steel tubing
products for cylinder
manufacturing use.

To develop high corrosion
resistant tubing products based
on the combined structure of
ordinary tubing materials and
corrosion resistant materials.

To develop large wall thickness
and large outer diameter
processed vertical connecting
gas-sealed buckle pipes based
on the technology for
thickening large deformative
pier at pipe ends to meet the
demand for pipes of deep well/
inclined shaft fracturing/
extraction technology, and
develop smart pipe products for
automated information
management by adopting
high-performance reader chips
and supporting management
systems.

Progress of
the project

Completed

Completed

Completed

Completed

Small-batch
production
completed

Intended target

To increase the torque
resistant capacity of
tubing threads to ensure
intact connection of
tubing threads when the
large torque is tightened.

To develop high-strength
casing products designed
for petroleum use that
can be used under
high-temperature and
high-pressure geological
environment filled with
steam.

To develop high-precision,

bore processing-free and
low-total cost
sophisticated steel tubing
products.

To reduce the total costs
of corrosion resistant
tubing and to meet the
demand for low-cost
extraction in oilfields.

To complete the design
of pipe-end vertical
connecting gas-sealed
buckle of large
deformative thickened
pipes under the 60.30
73.02088.90 114.3
series to meet the
requirements of oilfield
technical standards, and
to complete the design,
manufacturing and
thickness testing of
supporting thickening
moulds.

Expected impact on the
future development of
the Company

To enhance the Company's
product competitiveness,
and to expand the market
share of the products.

To enhance the Company's
product competitiveness,
to meet the demand for
casings for petroleum use
of the petroleum
exploration and
development sector in
heavy oil thermal recovery
process.

To enhance the Company's
product competitiveness,
and to expand the market
share of the products.

To enhance the Company's
product competitiveness,
and to expand the market
share of the products.

To enhance the Company’s
product competitiveness,
and to expand the market
share of the products.
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f o7 7
o A e Ty ST eagt <, > CdD Y
Percentage
2021 2020 change
Number of individuals of research and
development personnel 285 327 -12.84%
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5. Cash flows

Unit: RMB

Year-on-year

increase/
Item 2021 2020 decrease
Subtotal of cash inflows from operating activities 3,586,628,661.60 3,404,156,862.00 5.36%
Subtotal of cash outflows from operating activities 3,550,836,304.27 3,197,255,683.94 11.06%
Net cash flows generated from operating activities 35,792,357.33 206,901,178.06 -82.70%
Subtotal of cash inflows from investing activities 141,494,574.19 359,686,419.62 -60.66%
Subtotal of cash outflows from investing activities 51,969,039.99 45,411,071.25 14.44%
Net cash flows generated from investing activities 89,525,534.20 314,275,348.37 -71.51%
Subtotal of cash inflows from financing activities 2,287,714,757.03  2,852,941,196.24 -19.81%
Subtotal of cash outflows from financing activities 2,697,208,663.65 3,159,078,404.30 -14.62%
Net cash flow generated from financing activities (409,493,906.62) (306,137,208.06) -33.76%
Net increase in cash and cash equivalents (285,779,998.82)  203,732,360.30 -240.27%

Explanations on main effects of significant changes in related data over the same period of last year
P Applicable O Not Applicable

(1) Net cash flows generated from operating activities decreased by 82.70% compared with the same period of
last year, mainly attributable to the increase in payments for materials during the current period.

(2)  Net cash flows generated from investing activities decreased by 71.51% compared with the same period of
last year, mainly attributable to the decrease in proceeds received from the disposal of assets during the
current period.

(3)  Net cash flows generated from financing activities decreased by 33.76% compared with the same period of
last year, mainly attributable to the deregistration of subsidiaries and the increase in financing deposits from
bills discounting during the current period.

(4)  Net increase in cash and cash equivalents decreased by 240.27% compared with the same period of last
year, mainly attributable to the combined effects of net cash flows from financing activities, investing
activities and financing activities.

Explanation on main reasons for the material difference between net cash flows from operating activities during
the reporting period and net profit for the year

P Applicable O Not Applicable
During the reporting period, the Company’s net cash flows generated from operating activities was materially
different from its net profit, the reasons of which were mainly due to the provision for impairment of assets of the

Company for the reporting period, and the combined effects of the increased amounts of depreciation of fixed
assets, amortisation of intangible assets and finance expenses for the reporting period.
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V. Analysis of non-principal businesses

P Applicable O Not Applicable

Percentage

Amount of total profit

Investment income (169,863.60)

Impairment (112,901,651.42)
of assets

Non-operating 5,272,356.06
income

Non-operating 6,213,826.89
expenses

Credit loss 14,647,126.44
impairment

Other gains 2,335,726.68

Gain on disposal 399,239.27
of assets

0.05%
31.18%

-1.46%

-1.72%

-4.05%

-0.65%

-0.11%

@ Shandong Molong Petroleum Machinery Company Limited

Reason(s) for the incurrence

Mainly comprised of loss of associates.
Mainly comprised of provisions for impairment of

fixed assets and inventories according to the ASBE.

Mainly comprised of break fee income.

Mainly comprised of loss on retirement of non-
current assets and provision for compensations for
claims related to investors’ litigation in the current
period.

Mainly comprised of recovery of accounts
receivable from certain customers during the
current period for which impairment provisions
have been made.

Mainly comprised of the amorisation of deferred
revenue related to assets and receipts of stability
subsidies and social insurance subsidies during the
current period.

Mainly comprised of the gains on disposal of
certain fixed assets during the current period.

Unit: RMB

Is it
recurring

No
No

No

No

No

No

No
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VI. Analysis of assets and liabilities

1. Significant changes in the composition of assets

Monetary funds

Accounts receivables

Inventories

Investment
properties

Long-term equity
investments
Fixed assets

15.21%
At the end of 2021

Percentage of
Amount  total assets

475,191,176.69 10.66%
299,530,976.41 6.72%
715,282,787.11 16.05%
9,929,101.58 0.22%
2,144,833.69 0.05%

1.16%

At the beginning of 2020
Percentage of
Amount  total assets
759,979,803.03 14.68%
287,920,595.28 5.56%
781,377,614.78 15.21%
0.00 0.00%
2,314,697.29 0.04%

Increase/
decrease in
proportion

-4.02%

1.16%
0.84%
0.22%

0.01%

Unit: RMB

Reason(s) for significant change

Mainly attributable to the payments for materials
and repayments of certain financings during the
current period.

Mainly attributable to the leasing of certain fixed
assets under operating lease during the current
period.
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2. Assets and liabilities measured at fair value

P Applicable 0 Not Applicable

Gain or loss Cumulative fair Provision for

Amountat  on fair value value changes  impairment

the beginning changes in the included for the

Item of the period current period in equity current period

Financial assets
Financing

receivables 33,575,777.00 — — —
Total of the above  33,575,777.00 — — —
Financial liabilities 0.00 — — —

Other changes

Purchases
during the
current
period

Unit: RMB

Disposals
during Amount at
the current the end of

period Other changes  the period

— (5,036,752.08) 28,539,024.92
— (5,036,752.08) 28,539,024.92
— 0.00 0.00

Other changes in the financing receivables are the net amount of new and matured or endorsed bank acceptance

bills during the current period.

Whether there were any significant changes in the measurement attributes of the Company’s major assets during

the reporting period

O Yes P No

3. Restrictions on asset rights as at the end of the reporting period

Item

Monetary funds
Monetary funds

Bills receivable

Fixed assets
Investment properties
Intangible assets

Unit: RMB

Book value at
the end of the  Reason(s) for the

period  restriction

243,211,865.16  Security deposits
1,222,104.03  Frozen for litigation
57,940,860.42  Pledge of bills
455,850,196.68  Charge for borrowings
4,439,391.74  Charge for borrowings
154,256,277.50  Charge for borrowings

Total

916,920,695.53 —
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VIl. Analysis of investments

1. General

O
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XI.

Major subsidiaries and invested companies affecting over 10% of net profit of the Company

Unit: RMB
Type of Registered Operating Operating
Name of company  company  Principal businesses capital Total assets Net assets revenue profit Net Profit
Shouguang Baolong ~ Subsidiary  Production and sale of petroleum 15,000  471,553,886.19 (157,621,955.27) 2,255,270,055.61  23,622,900.83  23,548,867.48
equipment and castings and forgings ten
thousand
Shouguang Maolong ~ Subsidiary  Research of new materials for energy 71,238 1,488,613,041.97 186,758,013.78 1,356,875,840.86 (165,447,860.27) (161,600,950.54)
equipment; production and sale of metal ten
castings and forgings; sea water thousand
desalination; waste heat and gas power
generation

Acquisitions and disposals of subsidiaries during the reporting period

O Applicable P Not applicable

b INa g, 0,MajLEx, S an"" k=t € L) ntec

(1

)

Shouguang Baolong realised an operating revenue of RMB2.255 billion for the current period, representing an
increase of 33.73% as compared with the same period of last year. Net profit amounted to RMB2,354.89 ten
thousand, as compared to the loss of RMB6,655.68 ten thousand in the same period of last year, which was
primarily attributable to the company’s increased efforts in production and sales in view of the stronger profitability
of its products due to the increase in market prices of the products during the current reporting period.

Shouguang Maolong realised an operating revenue of RMB1.357 billion for the current period, representing a
decrease of 4.39% as compared with the same period of last year. Net profit for the current period amounted to
RMB16,160.10 ten thousand, as compared to the loss of RMB6,729.68 ten thousand in the same period of last
year, which was primarily attributable to the significant increase in purchase prices of raw material during the
current period which led to an increase in production cost, and the increase in costs and expenses in relation to the
suspension of production for inspection and maintenance.

Structured entities controlled by the Company

0O Applicable P Not applicable

Prospects for future development of the Company

()

Future development trend of the Company’s industry:

Under the background of continued global efforts in fighting against COVID-19 pandemic and weak economic
recovery, the internal and external environment remains complex and difficult which exposes China to risks and
challenges. The sentiment in the energy equipment manufacturing industry is highly sensitive to factors such as
demand for energy consumption, economic changes in economic cycles and movements of raw material prices.
Currently, due to the combined impacts of the sporadic COVID-19 cases in China, price movements of commodities
at high levels, volatility in international oil and gas industry, accelerated transformation of the energy sector and
other factors, international oil and gas companies remain conservative in the investment in oil and gas exploration
and development. Competition in the energy equipment manufacturing industry remains fierce.

@ Shandong Molong Petroleum Machinery Company Limited
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(m

In 2021, China made an auspicious start of the 14th Five-Year Plan by implementing a set of regular prevention
and control measures and coordinating pandemic prevention and control with economic and social development.
China is creating a new development paradigm with domestic circulation as the mainstay and domestic and
international circulations reinforcing each other. Driven by the national strategy for energy security, China is on the
trajectory of economic improvement, which, together with the rising international crude oil prices, boosts
increasing demand for oil and gas exploration and development. This helps the sentiment in the industry rebound.

In the long run, the demand for oil and gas will continue to grow. Under the 14th Five-Year Plan, it is proposed
that the oil and gas exploration and development industry shall promote the increase of oil and gas reserves and
production and shall maintain a high and steady yield of crude oil and national gas. The National Energy
Administration stated in the Guiding Opinions on Energy-Related Work in 2021 that it is important to vigorously
strengthen the foundation for safeguarding energy supply and promote the increase of oil and gas reserves and
production, and ensure that the investment in exploration and development is maintained. The white paper titled
Energy in China’s New Era indicated that, China has intensified efforts for the exploration and exploitation of oil
and gas resources, to increase their reserve and production volumes, and has been enhancing its supply capacity
for safer and higher-quality energy. The national strategy for energy security has provided a strong support to the
development of the energy equipment manufacturing industry. Against the backdrop of China’s continued high
external dependence on crude oil and natural gas, the goal of “stabilising oil market and increasing demand for
natural gas” will remain unchanged. The national strategy for energy security has driven increased upstream capital
expenditure, as evidenced by the proposals of CNPC and CNOOC on their “Seven-Year Action Plan” to vigorously
develop the business of domestic energy exploration and development.

In addition, the PRC has comprehensively liberalised the oil and gas exploration and development market. Private
and foreign-invested enterprises and other social capitals are expected to enter the domestic oil and gas exploration
and development market to inject new blood into the domestic oil and gas exploration and development, driving
new demands for the energy equipment industry. With the acceleration of oil and gas production and the
continuous growth of oil and gas capital expenditures, the overall demand for the energy equipment
manufacturing industry will continue to expand, and the industry’s prosperity is expected to further improve.

Business plans of the Company for 2022:

In 2022, centering around the strategic goal of “becoming an internationally renowned energy equipment
manufacturer and service provider, Shandong Molong will adhere to the general tone of making progress while
remaining stable, with the main focus on the promotion of high-quality corporate development. The Company will
persist on a customer-centered and market-oriented approach, with a key focus on developing and selling high-
end, precise and advanced new products. The Company will capitalise on its industry strengths to strengthen the
research and development of technology and service capability, forming an economical, efficient, advanced and
eco-friendly industry chain of energy equipment manufacturing, striving to achieve steady corporate development.

1. Adhere to market-oriented approach and proactively expand the market

The Company will set its sight on market segments according to the trends of industry development with its
marketing activities centering around key markets and focusing on major customer. The Company will work
hard on tender and bidding in the oilfield market (such as CNPC, Sinopec and CNOOC) and client acquisition
in the tube market; take full advantages of the industry, actively explore marketing channels, vigorously push
forward to management of key projects, further capitalise on its advantages to explore new applications
markets, increase order volume and capacity of high value-added products to promote the formulation of
diversified product structures that effectively increase market share and help achieve improved business
results.
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2. Strengthen the basic management to promote the quality and efficiency
improvement
The Company will strictly pay attention to safety, environmental protection and production management,
continue to implement safety education and training for all employees, practically raise their safety
awareness and pre-control safety risks in advance. The Company will also strengthen equipment operation
management, strictly implement hidden danger identification and rectification and ensure stable production
operations. The Company will further consolidate basic management, pay attention to product quality, and
establish a good reputation for the Company. Production process management will also be practically
implemented and the Company will raise the awareness of cost control, reduce costs in various aspects. The
Company will also further enhance its standard of quality management and capability in production and
manufacturing, explore internal potential, exercise measures to reduce costs and increase efficiency, with an
aim to improve its profitability.

3. Attach importance to technology innovation and research and development and
strengthen the construction of an echelon of talents
The Company will continue to strengthen the collaboration with scientific research institutes and tertiary
schools. Leveraging on the technological advantages of tertiary schools and scientific research institutes and
the advanced equipment of the Company, the Company will promptly implement process testing,
development and design, so as to enhance its capability in technological innovation and lay a solid
foundation for the application of new products and new technology in the future. The Company will also
accelerate the development, introduction and application of new products and techniques. Intensified efforts
will be made in the construction and upgrade of supporting infrastructure and production lines as a driving
force and hardware protection for efficient achievement of development goals and rapid growth in business
results.

The Company will strengthen the construction of the team of professional and technical personnel, the
Company forms a professional and stable scientific research team through independent cultivation and
introduction of talents, gradually establishing a technological innovation system that integrates production,
education and research. The Company will also further perfect the management mechanisms on cadre
appointment and talents management and gradually enhance and improve the remuneration and labour
security systems, as well as further improve the overall quality of employees through business training,
management training, etc.

4. Reinforce the internal control management and reduce operation risks
The Company will further perfect and complete the internal control management system, intensify internal
audit, establish efficient monitoring and inspection mechanisms, regulate the specific business process and
strengthen risk-resistance ability; continue to reinforce risk control and monitoring mechanisms at all levels,
so as to lower the risks of corporate operation.

5. Optimise the corporate governance and facilitate the standardised operation
The Company will further complete the relevant rules and regulations according to actual needs and ensure
their effective implementation; continue to optimise the corporate governance structure and improve the
standardised operation level, thereby providing fundamental guarantee for the Company’s high-quality
development and setting up a more regulated and transparent operating system as a listed company;
optimise the internal control process and constantly perfect the risk prevention mechanisms, so as to
guarantee healthy, stable and sustainable development of the Company.
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(I Major risk factors for future development strategy and business goals of the
Company:

4}

(2)

(3)

(4)

(5)

Market risk

The Company operates in the energy equipment manufacturing industry which is directly relevant to the
development and prosperity of the energy industry. The fluctuations of crude oil price are affected by global
economic growth rate, regional, political, financial, supply and demand and many other factors, and have
strong cyclicality and volatility. At the time when oil prices are low, oil and gas companies will reduce capital
expenditures accordingly, make less investment in to exploration and development and have lower demand
for equipment and services in the oil and gas industry. The Company will adjust product structure and
market setting in a timely manner according to market changes.

Raw material price fluctuation risk

Any fluctuations in raw material prices will directly affect the manufacturing costs of products and will, in
turn, have direct impact on product prices. The Company will closely monitor if there is any fluctuation in
raw material prices and will control the manufacturing costs of products such as by way of fixing raw
material prices, adjusting the product prices and product mix in a timely manner as and when necessary.

Policy risk

In recent years, the Chinese government has been stepping up the requirements on safety and environmental
protection by more frequently issuing stricter safety and environmental protection policies and carrying out
regular safety and environmental protection supervision. The higher emission standards is bound to increase
the Company’s environmental protection related costs. The Company is dedicated to creating a safe,
economical, efficient, advanced and environment-friendly industry chain of energy equipment
manufacturing. It puts great efforts in safety and environmental education, strengthens the investigation and
management of hidden safety hazards, adheres to a green, innovative and sustainable concept, vigorously
pursues circular economy, maximises resource utilisation, and increases environmental protection investment
to ensure the waste discharges of the Company is up to standards.

Exchange rate risk

Changes in the RMB exchange rate have impact on the Company’s operating results. The Company will
closely monitor the changes in exchange rates and will take timely measures to avoid any risks caused by
changes in the RMB exchange rate.

Interest rate risk

Interest rate risk refers to the risk that the fair value or future cash flow of a financial instrument will
fluctuate because of the changes in market interest rate. Financial instruments bearing fixed interest rates
expose the Company to fair value interest rate risk and financial instruments bearing floating interest rates
expose the Company to cash flow interest rate risk. The Company determines the relative proportions of
financial instruments between fixed and floating interest rates depending on the market conditions,
maintains an appropriate portfolio of financial instruments through regular review and monitoring.
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Xll. Researcher reception, communication, interview and other events during the

reporting period
P Applicable 0 Not Applicable

Date of reception Venue of reception Form of  Type of
reception reception

target
8 April 2021 Panorama - Global Others Others
Roadshow
(http://rs.p5w.net)

16 November 2021 Panorama - Global Others Others
Roadshow
(http://rs.p5w.net)

@ Shandong Molong Petroleum Machinery Company Limited

Reception
target

Investors

Investors

Main topics of
discussion and
information
provided

Business performance
of the Company for
2020

Business performance,
development strategy,
investor protections
and the third quarterly
report of the
Company, etc.

Reference for general information
about the research

Details can be found in the Log Sheet
of Shandong Molong Petroleum
Machinery Company Limited regarding
Investors' Relation Events published on
the website of cninfo (No.: 2021-001)
Details can be found in the
Announcement on the Participation in
Investors' Online Group Reception Day
Event for Listed Companies in
administrative districts of Shandong
2021 published on the website of
cninfo (No.: 2021-070)



Section IV. Corporate Governance

I. General condition of corporate governance
In strict compliance with the Company Law U O O 0O 0), the Securities Law U O O 0O 0), the Code of Corporate

Governance for Listed Companies0 0 O 0O O O O O O 0), the Rules Governing the Listing of Shares on Shenzhen Stock
Exchange O OO0 OO OO O0OOO OD), the Guidance No.1 of Shenzhen Stock Exchange for Self-regulation of
Listed Companies — Standardized Operation of Listed Companieson MainBoard O O OO0 O OO OO OOO0OO
000010—00000000000), the Rules Governing the Listing of Securities on the Stock Exchanges of
Hong Kong Limited 00 00 00O 00O 00O OO and the requirements of relevant laws, rules and regulatory
documents, and based on its actual situation, the Company strives to improve its governance structure, establish a sound
internal management and control systems and further enhance its governance standards. The actual condition of the
Company’s governance meets the requirements of the laws, rules and regulatory documents issued by the China
Securities Regulatory Commission, Shenzhen Stock Exchange, among others.

1.

Shareholders and general meetings

In strict compliance with the Company Law, Rules for General Meetings of Listed Companies (O 00000000
00 0) and the Articles of Association, the Rules of Procedures for General Meetings and the relevant rules and
requirements of Shenzhen Stock Exchange, the Company has provisions for the convening, holding and voting
procedures for general meetings. The Company adopts a combination of onsite voting and online voting for the
convenience of shareholders in exercising their rights and to ensure all minority shareholders can exercise their
shareholders’ rights adequately.

During the reporting period, the Company held 1 annual general meeting and 3 extraordinary general meetings
which were all convened by the board of directors. At the meetings, the Company has engaged professional
lawyers to attend as witnesses and issue legal opinions, and issue legal opinions on matters such as the convening
of the meetings, eligibility of attendees, qualification of conveners, voting procedures and poll results, to ensure
the regulated operation of the general meetings.

The Company and the controlling shareholder

The controlling shareholder of the Company is Shouguang Molong Holdings Co., Ltd. and the actual controller is
the State-owned Assets Supervision and Administration Commission of Shouguang City (D000 00O O0O0O00OO
0). During the reporting period, the controlling shareholder of the Company strictly complied with the Code of
Corporate Governance for Listed Companies, the Rules Governing the Listing of Shares on Shenzhen Stock
Exchange, the Guidance No.1 of Shenzhen Stock Exchange for Self-regulation of Listed Companies — Standardized
Operation of Listed Companies on Main Board, the Articles of Association and other rules and requirements in
regulating its own conduct, and there was no direct or indirect interference with the Company’s decision-making
and operating activities overriding the general meeting of the Company, nor was there any behaviour jeopardising
the interests of the Company and other shareholders of the Company by taking advantage of its controlling
capacity, or any occupation of the Company’s funds by the controlling shareholder, or any provision of guarantee
by the Company in favour of the controlling shareholder.

The Company has independent and complete business operations and the ability to operate independently. The
Company independent from the controlling shareholder in terms of business, assets, work forces, organisation and
finance. The board of directors, supervisory board and internal organisations of the Company operate
independently.
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3. Directors and board of directors

The board of directors of the Company consists of 9 directors, 3 of them are independent directors. The number of
members, composition and qualification of the board of directors meet the requirements of relevant laws,
regulations and the rules of the Company. All directors of the Company have the ability to perform duties, attend
board meetings and general meetings in accordance with the Guidance No.1 of Shenzhen Stock Exchange for Self-
regulation of Listed Companies — Standardized Operation of Listed Companies on Main Board, the Rules of
Procedures for Board Meetings and Work System for Independent Directors and other rules. They take active part
in training programmes. They are familiar with relevant laws and regulations and discharge directors’ duties with
diligence and accountability in order to safeguard the interests of the Company and shareholders.

The board of directors of the Company has four special committees, namely the strategy committee, the
nomination committee, the remuneration and evaluation Committee, and the audit committee, which are all
comprised of directors and independent directors of the Company. Other than the strategy committee which is
chaired by the chairman of the board of directors, other special committees are chaired by independent directors,
and the number of independent directors accounts for two-thirds of the total number of members of the
committees, which provides scientific and professional opinions and references for the decision-making of the
board of directors. All special board committees operate in strict accordance with the Articles of Association and
the Rules of Procedures for Board Meetings and their respective terms of reference, and carry out studies, give
advice and recommendations in respect of professional matters.

4. Supervisors and supervisory board

The supervisory board of the Company consists of 3 supervisors, 1 of them is employee representative supervisor.
The number of members, composition and appointment of the supervisory board meet the requirements of
relevant laws and regulations. All supervisors of the Company have the ability to seriously perform their own duties
with the intention of protection the interest of shareholders, carry out effective supervision on significant events
and financial position of the Company and the performance of duties by directors and senior management and
practically safeguard the legitimate interests of all shareholders in accordance with the Articles of Association and
the Rules of Procedures for Board Meetings.

5. Information disclosure and transparency

The Company attaches great importance to information disclosure and make true, accurate, complete, timely and
fair information disclosures in strict compliance with the requirements of relevant laws and regulations and the
System for Management of Information Disclosures, the Guidance No.5 of Shenzhen Stock Exchange for Self-
regulation of Listed Companies — Management of Information Disclosures. The Company has designated the
China Securities Journal, the Shanghai Securities News, the Securities Daily, the Securities Times and the website of
cninfo as the Company’s media for information disclosure to ensure all shareholders of the Company have equal
opportunity to access to information.

6. Performance evaluation and incentive mechanism
The Company has established and improves its fair, transparent and effective performance evaluation standards
and incentive mechanism for directors, supervisors and senior management. The Company appoints its senior
management in an open and transparent manner and in strict accordance with relevant laws and regulations.
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7. Management of investors’ relations
Pursuant to relevant laws and regulations, the Company has designated the secretary to the board of directors as
the investors’ relations manager, who is responsible to coordinate investors’ relations, receive shareholder visitors,
answer questions and queries of investors, provide investors with information the needs to be disclosed, and other
tasks. The Company replies investors’ questions and queries by telephone, email, on interactive platforms for
investors’ relations and at investor reception day to strengthen information communication, promote positive
interaction with investors and enhance and transparency of the Company.

8. Stakeholders
The Company highly respects and protects the legitimate interests of stakeholders and is conscious of its social
responsibility. Therefore, the Company actively communicates, exchanges ideas and cooperates with stakeholder in
order to strike a harmonious balance among the interests of shareholders, employees and the society, and jointly
promote healthy and sustainable development of the Company.

Any significant differences between the actual condition of corporate governance of the Company and the
requirements of laws, administrative regulations and CSRC in relation to the governance of listed companies

O Yes P No

There were no significant differences between the actual condition of corporate governance of the Company and
the requirements of laws, administrative regulations and CSRC in relation to the governance of listed companies.

Assurance by the Company of independence from the controlling shareholder
and actual controller in terms of assets, employees, finance, organisation and
business of the Company

During the reporting period, the Company operated in strict compliance with the Company Law, the Securities Law and
other laws and regulations and the Articles of Association. It was independent from the controlling shareholder and the
actual controller in terms of assets, employees, finance, organisation and business. It had a well-developed business
system which allowed it to operate independently and directly to the market.

1. Independence of assets

The Company had independent and complete procurement, production and sales systems and supporting
production facilities, and has fixed assets such as properties for business and production operations and facilities
for production and operation, and intangible assets such as land use rights, trademarks, patents and proprietary
technology, the titles of which were all vested in the Company. The assets of the Company were complete with
ownership clearly defined and were independent from the controlling shareholder, the actual controller and other
entities controlled by them.
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Independence of employees

The employees, labour forces, human resources and payroll relationship were completely independent. The
appointment of directors, supervisors and senior management of the Company was conducted in accordance with
the Company Law and other laws, rules, regulatory documents and the Articles of Association. The senior
management of the Company did not hold any concurrent posts which were prohibited by relevant laws and
regulations, did not hold any position with the controlling shareholder, the actual controller and other entities
controlled by them, did not receive any remuneration from the controlling shareholder, the actual controller and
other entities controlled by them, or the finance personnel of the Company did not any concurrent posts with the
controlling shareholder, the actual controller and other entities controlled by them.

Independence of finance

Pursuant to the Accounting Law of the People’s Republic of China and the Accounting Standards for Business
Enterprises, the Company has established a set of independent, complete and standardised financial and
accounting treatment system and financial management system, and has improved the respective internal control
system for independent financial decision making. The Company has established an independent finance
department, recruited independent finance staff according to the business requirements and developed an
independent accounting treatment system. The Company has opened independent back accounts and has its own
bank account number. Being an independent taxpayer, the Company is subject to tax payments independently
according to the laws.

Independence of organisation

The Company has established a well-developed organisational system under which the general meeting, the board,
the supervisory board and all other functional departments exercise their respective authorities independently. The
Company possesses independent production operation and office organisations which are completely independent
from the controlling shareholder, the actual controller and other entities controlled by them. There was no joint
operation or joint office with the controlling shareholder, the actual controller and other entities controlled by
them, and there was no interference by the controlling shareholder, the actual controller and any other entities or
individuals.

Independence of business

The Company has independent and complete business systems for research and development, procurement,
production and sales, which are capable to operate independently and directly to the market and is not in reliance
to shareholders or any other related parties. There was no peer competition between the business of the Company
and that of the controlling shareholder, the actual controller and other entities controlled by them and there was
no direct or indirect interference to the Company’s operation by the controlling shareholder or the actual controller.

Peer competition

O Applicable P Not applicable
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Annual general meeting and extraordinary general meeting held during the

reporting period

1. General meetings during the current reporting period

Session of Type of
meeting meeting
2021 First Extraordinary

extraordinary ~ general meeting

general meeting

2020 Annual
general meeting meeting

Annual general

2021 Second
extraordinary
general meeting

Extraordinary
general meeting

2021 Third
extraordinary

Extraordinary
general meeting
general meeting

Attendance
of investors Date of meeting Disclosure

Date of

30.08% 3 March 2021 4 March 2021
57.12% 21 May 2021 22 May 2021
51.40% 12 October 2021 13 October 2021

51.60% 26 November 2021 27 November 2021

Meeting resolutions

Announcement on the resolutions passed at the
first extraordinary general meeting 2021
(2021-010); Legal opinions on the first
extraordinary general meeting 2021.

Details of the above announcement can be
found on the China Securities Journal, the
Shanghai Securities News, the Securities Daily,
the Securities Times and the website of cninfo
(www.cninfo.com.cn).

Announcement on the resolutions passed at the
annual general meeting 2020 (2021-039); Legal
opinions on the annual general meeting 2020.
Details of the above announcement can be
found on the China Securities Journal, the
Shanghai Securities News, the Securities Daily,
the Securities Times and the website of cninfo
(www.cninfo.com.cn).

Announcement on the resolutions passed at the
second extraordinary general meeting 2021
(2021-059); Legal opinions on the second
extraordinary general meeting 2021.

Details of the above announcement can be
found on the China Securities Journal, the
Shanghai Securities News, the Securities Daily,
the Securities Times and the website of cninfo
(www.cninfo.com.cn).

Announcement on the resolutions passed at the
third extraordinary general meeting 2021 (2021-
071); Legal opinions on the third extraordinary
general meeting 2021.

Details of the above announcement can be
found on the China Securities Journal, the
Shanghai Securities News, the Securities Daily,
the Securities Times and the website of cninfo
(www.cninfo.com.cn).

2. Preferred shareholders who are recovered by voting power request convening
extraordinary general meeting

0O Applicable

P Not applicable
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V. Directors, supervisors and senior management

1. General information

Name

Yang Yun Long

Yuan Rui

Li Zhi Xin

Li Zhi Xin

Li Zhi Xin

Yao You Ling

Yao You Ling
Wang Quan
Hong
LiuJitu
Tang Qing Bin
Song Zhi Wang
Cai Zhong Jie
Liu Shu Bao
Lin Jun
Liu Cheng An
Hao Yun Feng
Hao Yun Feng
Zhang Quan
Jun
Zhao Xiao Tong

Zhao Xiao Tong

Liu Yun Long

Position

Chairman

Vice chairman

Executive director

General manager

Deputy general
manager
Executive director,
deputy general
manager
Non-executive
director
Non-executive
director
Non-executive
director
Independent
director
Independent
director
Independent
director
Chairman of the
supervisory board
Supervisor

Supervisor

Deputy general
manager
Financial controller

Deputy general
manager

Deputy general
manager
Secretary to the
board

General manager

Office
status

Incumbent

Incumbent

Incumbent

Incumbent

Departed

Incumbent

Departed

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Incumbent

Departed

Gender Age Termstart date Term end date

Male 45  25December 25 November

2020 2024

Male 34 25December 25 November
2020 2024

Male 44 21December 25 November
2018 2024

Male 44 26 November 25 November
2021 2024

Male 44 21December 26 November
2018 2021

Male 58 26 November 25 November
2021 2024

Male 58 21 December 26 November

2018 2021

Male 53 21December 25 November
2018 2024

Male 54 26 November 25 November
2021 2024

Male 58 21December 25 November
2018 2024

Male 58 21 December 25 November
2018 2024

Male 59 21December 25 November
2018 2024

Male 51 12 October 11 October
2021 2024

Male 42 12 October 11 October
2021 2024

Male 48 12 October 11 October
2021 2024

Male 48 26 November 25 November
2021 2024

Male 48 13 August 2021 25 November
2024

Male 51 26November 25 November
2021 2024

Male 30 26November 25 November
2021 2024

Male 30 15May2020 25 November
2024

Male 52 21December 26 November
2018 2021

@ Shandong Molong Petroleum Machinery Company Limited

Shares held

at the

beginning of

the period
(Shares)

139,500

2,500

Share
options

Number of

Shares
increased

non-voting during the

shares
(Shares)

period
(Shares)

Shares
decreased
during the

period

(Shares)

Other
increases or
decreases
(Shares)

0

0

Shares Reason for
heldat the share

the end of
the period
(Shares)

139,500

2,500

increase

or

decrease

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
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Shares held Shares  Shares Shares Reason for
at the Number of increased decreased Other  heldat the share
beginning of non-voting during the during the increases or the end of  increase
Office the period  Share shares  period period  decreases the period or
Name Position status Gender Age Termstartdate Term end date (Shares) options  (Shares) ~ (Shares)  (Shares)  (Shares)  (Shares) decrease
Liu Min Executive director, Departed ~ Male 46 21 December 13 August 2021 0 0 0 0 0 0 0 N/A
deputy general 2018
manager, financial
controller
Wei Zhao Chairman of the ~ Departed ~ Male 50 21 December 12 October 0 0 0 0 0 0 0 N/A
Qiang supervisory board 2018 2021
Wang Ming ~ Supervisor Departed ~ Male 47 21 December 12 October 0 0 0 0 0 0 0 N/A
Hua 2018 2021
LiuBo Supervisor Departed  Male 45 21 December 12 October 0 0 0 0 0 0 0 N/A
2018 2021
Total - — — - - — 142,000 0 0 0 0 0 142,000 —

Any department of directors or supervisors within their terms of office, or any dismissal of senior management

during the reporting period

P Yes O No

During the reporting period, Mr. Liu Min, a former director, deputy general manager and financial controller of the

Company resigned from his positions as a director of the sixth session of the board of directors, deputy general

manager and financial controller due to change of work commitment. The original term of office of Mr. Liu Min for

the above positions should expire on 20 December 2021.

Change of Directors, Supervisors and Senior Management

Reason

Resigned from his position as a

director due to due to change of
work commitment.

Resigned from his positions as a

deputy general manager and financial

controller due to change of work

commitment.

P Applicable O Not Applicable

Name Position held Type Date

Liu Min Executive Departure 13 August 2021
director

Liu Min Deputy general ~ Dismissal 13 August 2021
manager,
financial
controller

Hao Yun Feng Financial Appointment 13 August 2021
controller

Wei Zhao Qiang  Chairman of the  Retirement 12 October 2021
supervisory
board
Wang Ming Hua Supervisor Retirement 12 October 2021
Liu Bo Supervisor Retirement 12 October 2021

Appointed as a financial controller at
the ninth special meeting of the sixth
session of the board of directors.
Retired from office for the sixth
session of the supervisory board.

Retired from office for the sixth
session of the supervisory board.
Retired from office for the sixth
session of the supervisory board.
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Name

Liu Shu Bao

Lin Jun

Liu Cheng An

Yao You Ling

LiuJi Lu

Liu Yun Long

Li Zhi Xin

Hao Yun Feng

Zhang Quan Jun

Zhao Xiao Tong

Position held
Chairman of the
supervisory

board
Supervisor

Supervisor

Executive
director, deputy
general manager

Non-executive
director

General manager

General manager

Deputy general
manager

Deputy general
manager

Deputy general
manager

Type

Election

Election

Election

Removal

Election

Retirement

Removal

Appointment

Appointment

Appointment

@ Shandong Molong Petroleum Machinery Company Limited

Date

12 October 2021

12 October 2021

12 October 2021

26 November
2021

26 November
2021

26 November
2021
26 November
2021

26 November
2021

26 November
2021

26 November
2021

Reason

Elected at the general election by the
general meeting and the supervisory
board.

Elected at the general election by the
general meeting and the supervisory
board.

Elected at the general election by the
general meeting and the supervisory
board.

Elected as an executive director at
the general election by the general
meeting and the board of directors;
appointed as a deputy general
manager at the first special meeting
of the seventh session of the board
of directors.

Elected at the general election by the
general meeting and the board of
directors.

Retired from office.

Appointed as the general manager at
the first special meeting of the
seventh session of the board of
directors.

Appointed as a deputy general
manager at the first special meeting
of the seventh session of the board
of directors.

Appointed as a deputy general
manager at the first special meeting
of the seventh session of the board
of directors.

Appointed as a deputy general
manager at the first special meeting
of the seventh session of the board
of directors.
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2. Details of employment

Professional backgrounds, major work experience and duties within the Company of the current Directors,
Supervisors and Senior Managers of the Company

Updated information of the directors as required by the SEHK are described below. Having made specific enquiry
of all directors by the Company, all of them confirmed that save as disclosed in this report, there is no other change
in the information of the directors that is required to be disclosed pursuant to Rule 13.51B of the Listing Rules.
There is no financial, business, family or other material/relevant relationship between the directors.

(1) Members of the Board

Executive director

Mr. Yang Yun Long, male, Chinese, born in June 1976, is a holder of a bachelor’s degree and a CPC Party
member. He was a party branch secretary at the Management Office of State-owned Assets Supervision and
Administration Bureau of Shouguang City and the chief officer at the Management Office of Hou Town
Marine Chemical Industrial Park of Shouguang Binhai (Yangkou) Economic Development Zone. He is
currently the chairman and party branch secretary of Shouguang Financial Investment Group Co., Ltd. (O O
O00000000000) ("Shouguang Financial Investment”), executive director and general manager of
Shouguang Jintou Asset Management Co., Ltd. (00 0OOOOO0OOO0O0O0O), executive director and
general manager of Shouguang Jintou Culture Industry Development Co., Ltd. (D O OO0 O00O0O0OOOO
0 O 0O), executive director and general manager of Shouguang Jintou Non-Financing Guarantee Co., Ltd. (O
O00000000000000); the chairman and general manager of Shandong Shouguang Jinxin
Investment Development Holdings Group Limited (“Shouguang Jinxin”); the chairman and general manager
of Weifang Jinxuan Equity Investment Fund Management Co., Ltd. (0O000000OO00000O0OOO);
the executive director of Kunpeng Qinghai Asset Management Co., Ltd. (00000000 OOCOOOO);
a director of Shouguang ZRCB Country Bank Co., Ltd. (000 OO O0O0O00O0OOOOO); a supervisor of
Shandong Freda Biotechnology Co., Ltd. (0000000 OOO0ODO0O); a director of Shouguang Jintou
Agricultural Technology Development Group Co., Ltd. (00000000000 0OOOO0O); and the
chairman and general manager of Shouguang Molong Holdings Co., Ltd. (D0 000000 OO O). He has
served as an executive director and the chairman of the board of directors of the Company since November
2020.

Mr. Yuan Rui, male, Chinese, born in February 1987, is a holder of a bachelor's degree and a CCP party
member. He worked as the deputy section head and section head of Shouguang People’s Government
Office. He is currently an executive director of Shouguang Financial Investment, and has successively served
as the chief supervisor of Shandong Longxing Plastic Film Technology Co., td(0 00000000000
0 O). He is also an executive director of Shouguang Jinxin, a supervisor of Shandong Boyuan Pharmaceutical
& Chemical Co., Ltd. (0DD0DOOOOOOOOOOODO), a supervisor of Kunpeng Qinghai Asset
Management Co., Ltd. (0000000 OO0O0ODO0O0O); a supervisor of Shandong Shouguang Rural
Commercial Bank Co., Ltd. (000000000000 OO0O0O); and a director of Shouguang Molong
Holdings Co., Ltd. (DO OO0 OO OO O). He has served as an executive director and deputy chairman of
the board of directors of the Company since November 2020.
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Mr. Li Zhi Xin, Chinese, Han ethnicity, born in June 1977, is a CCP party member. Joining the Company in
1994, he successively served as the director at the tubing processing plant, the director of the casing plant,
assistant to general manager, the general manager at steel pipe company, a deputy general manager of the
Company. He is currently He is currently an executive director and the general manager of the Company.

Mr. Yao You Ling, male, Han ethnicity, born in July 1963, is a CCP party member, a holder of doctoral
degree in engineering, and a researcher of engineering technology application. He was a deputy factory
manager of Laigang Steel Rolling Plant (0 O O 0O O), a deputy chief of the command department for the
technical transformation project of Laigang Steel and later the chief of the same department; an executive
deputy general manager of Rigang Holding Group Co., Limited (000 0O O OO0 0O 0O ),a member of the
Party Committee, director and deputy general manager of Luyin Investment Group Co., Ltd. (DO OO OO
O000000). Heis currently an executive director and deputy general manager of the Company.

Non-executive Directors

Mr. Wang Quan Hong, male, Han ethnicity, born in December 1968, is an economist with a junior college
degree. He was an officer of the planning office at Agricultural Bank of China Shandong Branch, a senior
staff member and a principal staff member of the capital and finance department of China Great Wall Asset
Management Jinan Office, and the project manager, business director and deputy senior manager of China
Great Wall Asset Management Jinan Office (presiding over work); he has also been the deputy senior
manager of the second asset management department of China Great Wall Asset Management Co., Ltd.
Shandong Branch (presiding over work). He is currently the senior manager of the second asset management
department of China Great Wall Asset Management Co., Ltd. Shandong Branch. He is currently a non-
executive Director of the Company. As of the date of this report, Mr. Wang Quan Hong held 139,500 A
shares of the Company.

Mr. Liu Ji Lu, male, Han ethnicity, born in May 1967, is a CCP party member and holds a master’s degree in
economics. He currently serves as an associate professor of the accounting specialty of Weifang Vocational
College, and is a registered accountant, a registered asset appraiser, an expert in the Shandong Province
Innovation and Entrepreneurship Education Tutor Database, one of the first batch of experts in accounting
experts in Weifang City, an expert in the Database of Experts for the Assessment of Major Issues of State-
owned Enterprises in Binhai District, and a financial expert advisor of the Weifang Institute of Finance. He
has been awarded the titles of “Excellent Worker in Weifang City” and “Excellent Teacher in Weifang City”.
He is currently a non-executive Director of the Company.

Independent directors

Mr. Tang Qing Bin, male, Han ethnicity, born in October 1963, is a CCP party member and a certified public
accountant with a college degree. He has extensive practical experience in corporate restructuring, risk
management and control, and corporate auditing. He was a teacher of Shandong University of Finance and
Economics, the chief accountant of Qilu Futures Brokerage Co., Ltd. (00 0 0 O O O O), and the director of
Dongfang Junhe Certified Public Accountants Co., Ltd. He is currently a senior partner of Beijing Zhongzheng
Tiantong Certified Public Accountants Co., Ltd, an independent director of Luxin Venture Capital Group Co.,
Ltd. and an independent director of Energy International Investments Holdings Limited. He has served as an
independent director of the Company since December 2018.
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(2)

Mr. Song Zhi Wang, male, Han ethnicity, born in September 1963, is a senior economist with a master’s
degree in business administration. He was a teacher at the School of Finance of Qilu University of
Technology, a financial supervisor at the financial management office of the People’s Bank of China
(Shandong Branch), and the deputy general manager of Ping An Property & Casualty Insurance Company of
China, Ltd. (Shandong Branch) and a supervisor of Shandong Insurance Intermediary Association. He is
currently the chairman and general manager of Shandong Jiuan Insurance Broker Co., Ltd. (OO O OO OO
O0000000). He is a deputy-director member of Shandong Insurance Industry Reform and Development
Expert Advisory Committee (00O O0O00000O0O0OO0O0OO), a part-time professor of Shandong
University and Shandong University of Finance and Economics, an arbitrator of Jinan Arbitration Commission,
a vice president of Shandong Insurance Society (DO O OO O 0O), a president of Shandong Insurance
Intermediary Association, a vice president of Shandong Rural Vitalization Research Association (0O 0O 0O 0O
0000 0) and a vice president of Jinan Logistics and Supply Chain Society (D00 OO OO0 O0O0O). He
has served as an independent director of the Company since December 2018.

Mr. Cai Zhong Jie, male, Han ethnicity, born in November 1962, is a CCP party member and holds a
master’s degree in law, is a senior counsel, was served as a lawyer in Shandong Law Firm, a founding partner
and a director of Shandong Kang Qiao Law Firm, the chairman of the partners’ meeting of Shandong
Zhongcheng Renhe Law Firm, and an independent director of Jinneng Science and Technology Company
Limited. He has been recognised as an Outstanding Provincial Lawyer and an Outstanding National Lawyer,
and has been selected as a member of the Legal Expert Database of Shandong Provincial People’s
Government, the Legal Expert Database of CCP Shandong Provincial Committee, and the Legal Advisory
Committee of Shandong SASAC. He is currently a senior partner of Jincheng Tongda & Neal (Jinan) Law Firm
(000000000 00) in Beijing. He has served as an independent director of the Company since
December 2018.

Members of the supervisory board

Mr. Liu Shubao, male, Chinese, Han ethnicity, born in April 1970, received education up to a higher

Annual Report 2021

2w



% Section V. Corporate Governance

(3) Senior Management

Mr. Hao Yun Feng, male, Han ethnicity, born in 1973 and a bachelor’s degree holder. He has obtained the
qualification of intermediate accounting and the certificate of Chinese certified tax planner. He was a deputy
head at the finance department of Shandong Chenming Paper Holdings Limited (D O OO0 0000000
00 0) and a finance director and a financial controller of its subsidiaries, a financial controller of Shandong
Yingli Industrial Co., Ltd. (00O O OOOOOO
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Entitlement to
compensation
Name of Positions held at and allowances
employee Name of other entity other entity Term start date ~ Term end date from other entity
Yang YunLlong  Shouguang Financial Investment ~ Chairman of the 1 July 2017 — Yes
Group Co., ltd. (DO OO0 board of director
oooooooo)
Shouguang Jintou Asset Executive director 1 July 2017 — No
Management Co., Ltd. (O 0 0 and general
goooooooon) manager
Shouguang Jintou Culture Industry - Executive director 1 July 2017 — No
Development Co., Ltd. (OO O and general
ooooooooooon) manager
Shouguang Jintou Non Financing  Executive director 1July 2017 — No
Guarantee Co., Ltd. (0O 0O and general
goooooooooon) manager
Weifang Jinxuan Equity Investment  Chairman of the 1 April 2019 — No
Fund Management Co., Ltd. board of director
(Cooooooooooo and general
oooo) manager
Shandong Shouguang Jinxin Chairman of the 15 February 2019 — No
Investment Development board of director
Holdings Group Limited and manager
(ooooooooooo
oooooo)
Kunpeng Qinghai Asset Executive director 1 June 2020 — No
Management Co., Ltd. (O O
ooooooooooono)
Shouguang ZRCB Country Bank  Director 4 December 2020 — No
Co,ltd.(000OOOOOOO
oooooo)
Shandong Freda Biotechnology Supervisor 9 June 2021 — No
Co,ltd.(00OOOOOOO
oooo)
Shouguang Jintou Agricultural Director 16 December 2021 — No
Technology Development Group
Co,ltd.(00OOOOOOO
oooooooo
Yuan Rui Shouguang Financial Investment ~ Executive director 1 September 2017 — Yes
Group Co., ltd. (OO0 OO
oooooooo)
Shandong Longxing Plastic Film ~ Chairman of the 1 September 2018  — No

Technology Co., Ltd. (D00 00O supervisory board
ooooooooon)
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Entitlement to
compensation
Name of Positions held at and allowances
employee Name of other entity other entity Term start date  Term end date from other entity
Shandong Shouguang Jinxin Director 15 February 2019 — No
Investment Development
Holdings Group Limited
(Dooooooooooo
gooooo)
Shandong Boyuan Pharmaceutical ~ Supervisor 1 March 2020 — No

& Chemical Co., Ltd. (0O OO
Jooooooooo)

Kunpeng Qinghai Asset Supervisor 1 June 2020 — No
Management Co., Ltd. (O O
Jo00oooooooo)

Shandong Shouguang Rural Supervisor 24 September 2021 — No
Commercial Bank Co., Ltd.
(Dooooooooooo
goon)

Wang Quan Hong  Great Wall Asset Management Senior manager 1 February 2000  — Yes

Co., Ltd., Shandong Province
Branch(DOOOODOOOOO

goooooon)

LiuJi Lu Weifang Vocational College Associate professor 1 November 2010 — Yes
oooooo)

Tang Qing Bin Beijing Zhongzheng Tiantong Senior partner 8 November 2002  — Yes

Certified Public Accountants
(0booooooooboo)

Lucion Venture Capital Group Independent director 1 January 2019 — Yes
Co., Ltd.

Energy International Investments  Independent director 1 January 2019 — Yes
Holdings Ltd. (000000
oooooo)

Song ZhiWang  Shandong Jiuan Insurance Broker  Chairman of the 1 March 2003 — Yes
Co,lld.(DODODOODOO board of directors
oooooo) and general
manager

Cai Zhong Jie
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Entitlement to
compensation
Name of Positions held at and allowances
employee Name of other entity other entity Term start date ~ Term end date from other entity
LinJun Shanghai Baiyulan Law Firm (OO Partner 1 June 2004 — Yes
0o0oooooon)
Shangying Global Co., Ltd. (00O Supervisor 27 March 2014 — Yes
oooooooo)
TATA Health International Holdings  Director 1 June 2017 — Yes
Limited (TATAD OO OO OO
ooo)
Liu Cheng An Shandong Jianzhu University (O O Teacher 1 July 2020 — Yes
oooo)
Explanation of details of employment No

with other entities

Any securities regulatory institution punishment to the Company’s Director, Supervisor and senior
management who are incumbent and outgoing during the reporting period at last 3 years

P Applicable 0O Not applicable

On 1 June 2021, the Company received an Investigation Notice (00 0 00O O O) from China Securities
Regulatory Commission for a suspected incompliance of information disclosure requirements against Mr. Liu
Yun Long, the former general manager, and Mr. Liu Min, a former director, deputy general manager and
financial controller of the Company. According to the Securities Law of the People’s Republic of China, China
Securities Regulatory Commission has decided to initiate investigation proceedings against the above parties.
On 18 October 2021, the Company received a Decision of Administrative Penalty (OO O OO0 O00O0O0O)
from China Securities Regulatory Commission (Shandong Supervising Commission), deciding to issue a
warning and impose a fine of RMB650,000 on Liu Yun Long; and to issue a warning and impose a fine of
RMB530,000 on Liu Min.

3. Remunerations of Directors, Supervisors and Senior Management

Decision process, basis of determination and actual payment of the remuneration of Directors, Supervisors and
Senior Management

1. Decision process
A remuneration and evaluation committee has been established under the board of directors to formulate
the remuneration policy. The remuneration and evaluation committee proposes to remuneration policies for
directors, supervisors and senior management which, if consented by the board of directors, will be
implemented after approval at the general meeting.

2. Basis of determination
The annual remunerations for directors, supervisors and senior management are determined with reference
to the main scope, responsibilities and significance of the positions of directors, supervisors and senior
management.
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3. Actual payment
During the reporting period, the amount of remunerations actually paid to 20 directors, supervisors and
senior management was RMB287.28 ten thousand.

Compensations of Directors, Supervisors and Senior Management during the reporting period
Unit: RMB'0,000
Entitlement to
Total pre-tax compensation

compensations from related
received from parties of the

Name Position Gender Age  DutyStatus the Company Company
Yang Yun Long Chairman of the board of directors ~ Male 45 Incumbent 0.00 Yes
Yuan Rui Vice chairman of the board of Male 34 Incumbent 0.00 Yes
directors
Li Zhi Xin Executive director, general manager  Male 44 Incumbent 59.40 No
Yao You Ling Executive director, deputy general ~ Male 58 Incumbent 10.08 No
manager
Wang Quan Hong  Non-executive director Male 53 Incumbent 0.00 No
LiuJiLu Non-executive director Male 54 Incumbent 0.60 No
Tang Qing Bin Independent director Male 58 Incumbent 1221 No
Song Zhi Wang Independent director Male 58 Incumbent 1221 No
Cai Zhong Jie Independent director Male 59 Incumbent 1221 No
Liu Shu Bao Chairman of the supervisory board ~ Male 51 Incumbent 417 No
Lin Jun Supervisor Male 42 Incumbent 0.79 No
Liu Cheng An Supervisor Male 48 Incumbent 0.79 No
Hao Yun Feng Deputy general manager, financial ~ Male 48 Incumbent 13.07 No
controller
Zhang QuanJun  Deputy general manager Male 51 Incumbent 472 No
Zhao Xiao Tong Deputy general manager, secretary ~ Male 30 Incumbent 3530 No
to the board
Wei Zhao Qiang  Chairman of the supervisory board ~ Male 50 Departed 16.20 No
Liu Bo Supervisor Male 45 Departed 270 No
Wang Ming Hua ~ Supervisor Male 47 Departed 270 No
Liu Yun Long General manager Male 52 Departed 69.97 No
Liu Min Executive director, deputy general ~ Male 46 Departed 30.16  No

manager, financial controller

Total — — — — 28728 —
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V1.

Discharge of duties by directors during the reporting period

1. Board meetings in the current reporting period

Session of meeting

Eighth special meeting of
the sixth session of
the board of directors

Tenth meeting of the
sixth session of the
board of directors

Eleventh meeting of the
sixth session of the
board of directors

Ninth special meeting of
the sixth session of
the board of directors

Twelfth meeting of the
sixth session of the
board of directors

Tenth special meeting of
the sixth session of
the board of directors

Thirteenth meeting of
the sixth session of
the board of directors

Eleventh special meeting
of the sixth session of
the board of directors

First special meeting of
the seventh session of
the board of directors

Date of meeting

8 February 2021

26 March 2021

28 April 2021

13 August 2021

26 August 2021

9 September 2021

28 October 2021

8 November 2021

26 November
2021

Date of Disclosure

9 February 2021

27 March 2021

29 April 2021

14 August 2021

27 August 2021

10 September 2021

N/A

9 November 2021

27 November 2021

Meeting resolutions

Announcement on the resolutions passed at the eighth special
meeting of the sixth session of the board of directors
(Announcement No.: 2021-003). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).
Announcement on the resolutions passed at the tenth meeting
of the sixth session of the board of directors (Announcement
No.: 2021-016). Details of the above announcement can be
found on the China Securities Journal, the Shanghai Securities
News, the Securities Daily, the Securities Times and the website
of cninfo (www.cninfo.com.cn).

Announcement on the resolutions passed at the eleventh
meeting of the sixth session of the board of directors
(Announcement No.: 2021-029). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).
Announcement on the resolutions passed at the ninth special
meeting of the sixth session of the board of directors
(Announcement No.: 2021-047). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).
Announcement on the resolutions passed at the twelfth meeting
of the sixth session of the board of directors (Announcement
No.: 2021-049). Details of the above announcement can be
found on the China Securities Journal, the Shanghai Securities
News, the Securities Daily, the Securities Times and the website
of cninfo (www.cninfo.com.cn).

Announcement on the resolutions passed at the tenth special
meeting of the sixth session of the board of directors
(Announcement No.: 2021-053). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).

N/A

Announcement on the resolutions passed at the eleventh special
meeting of the sixth session of the board of directors
(Announcement No.: 2021-065). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).
Announcement on the resolutions passed at the first special
meeting of the seventh session of the board of directors
(Announcement No.: 2021-072). Details of the above
announcement can be found on the China Securities Journal,
the Shanghai Securities News, the Securities Daily, the Securities
Times and the website of cninfo (www.cninfo.com.cn).
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2. Attendance of directors at board meetings and general meetings

Attendance of directors at board meetings and general meetings
Number of board ~ Number of

meetings shall be board Number of Number of Number of Failure to attend Number of

attended during meetings board meetings  board meetings board two consecutive general

the current  attended in attended via attended by  meetings board meetings  meetings

Name of director  reporting period person telecommunications representatives absent inperson  attended
Yang Yun Long 9 9 0 0 0 No 2
Yuan Rui 9 9 0 0 0 No 4
Li Zhi Xin 9 9 0 0 0 No 4
Yao You Ling 9 7 2 0 0 No 4
Wang Quan Hong 9 2 7 0 0 No 3
LiuJiLu 1 1 0 0 0 No 0
Tang Qing Bin 9 1 8 0 0 No 2
Song Zhi Wang 9 2 7 0 0 No 3
Cai Zhong Jie 9 1 8 0 0 No 2
Liu Min 3 3 0 0 0 No 2

Information about failure to attend two consecutive board meetings in person
N/A

3. Directors’ disagreement on matters raised to the Company

Whether the directors raised any disagreement on matters to the Company
O Yes P No
During the reporting period, the directors did not raise any disagreement on matters to the Company.

4. Other descriptions of duty performance by directors

Whether director’s suggestions for the Company were accepted
P Yes O No
Information about directors’ suggestions to the Company accepted or not accepted

During the reporting period, all directors of the Company diligently performed their duties by carrying out their
works in strict compliance with the requirements of the CSRC and SZSE and under the systems of the Articles of
Association and Rules of Procedures for Board Meetings, closely monitoring the regulated business operation and
trading of the Company, giving advice on the Company’s significant matters about governance and business
decision-making according to the actual situation of the Company, arriving at a consensus after adequate
communication and discussion, and resolutely supervising and promoting the implementation of board resolutions,
to ensure that the decision-making is scientific, timely, efficient and the legitimate interests of the Company and all
shareholders are protected.
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VII. Information of the special board committees during the reporting period

Particulars of
Number of Important advice and Performance matters
Name of meetings recommendations of other opposed
committee Members held  Date of meeting Agenda given duties (if any)

4 January 2021 To communicate with the Agreed with the — —
auditor in respect of the  accountants on the
year-end audit plan for  year-end audit plan.
2020.

12 March 2021 To listen the report of Listened the report of — — —
audit work by the auditor. audit work by the

accountants.
26 March 2021 To consider the Full Texts ~ Agreed to submit the — — —
and Summary of the relevant proposal to the

Annual Report 2020, the  board of directors for
Self-assessment Report on consideration.
Internal Control 2020, the

Annual Profit Distribution

Proposal 2020, and the

Proposal for the Re-

gir:]g 3;:9 Bin, appointment of Audit
Audit committee War? Cai 7 Firm for 2021.
g 28 April 2021 To consider the Full Texts ~ Agreed to submitthe — — —
Zhong Jie

and Main Body of the First relevant proposal to the
Quarterly Report 2021. board of directors for

consideration.
26 August 2021 To consider the Full Texts ~ Agreed to submit the — — —
and Summary of the relevant proposal to the
Interim Report 2021. board of directors for
consideration.

28 October 2021 To consider the Third Agreed to submitthe — — —
Quarterly Report 2021, relevant proposal to the
board of directors for
consideration.
4 December 2021 To communicate with the Agreed with the — —
auditor in respect of the  accountants on the
year-end audit plan for  year-end audit plan.
2021.
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Name of
committee Members
Yang Yun
Long, Tang
Nomination Qing Bin,
committee  Song Zhi
Wang, Cai
Zhong Jie
Strategy Yang Yun
committee  Long, Tang
Qing Bin,
Song Zhi
Wang, Cai
Zhong Jie
Remuneration  Yang Yun
and Long, Tang
evaluation Qing Bin,
committee  Song Zhi
Wang, Cai
Zhong Jie

Number of
meetings
held

1

1

Date of meeting Agenda

13 August 2021

8 November 2021

26 November
2021

26 March 2021

26 March 2021

VIIl.Works of the Supervisory board

To consider the Proposal
for the Appointment of
Financial Controller.

To consider the Proposal
for Early General Election
for the Appointment of
Candidates for the
Seventh Session of the
Board of Directors.

To consider the Proposal
for the Election of
Chairman and Vice
Chairman of the Seventh
Session of the Board of

Directors and the Proposal

for the Election of
Members of Special
Committees of the
Seventh Session of the
Board of Directors.

To consider the Plan on
Long-Term Development
Strategy of Shandong
Molong.

To consider the
Remuneration Policy for
Directors, Supervisors and
Senior Management
2021.

Important advice and
recommendations
given

Agreed to submit the
relevant proposal to the
board of directors for
consideration.

Agreed to submit the
relevant proposal to the
board of directors for
consideration.

Agreed to submit the
relevant proposals to

the board of directors
for consideration.

Agreed to submit the
relevant proposal to the
board of directors for
consideration.

Agreed to submit the
relevant proposal to the
board of directors for
consideration.

Particulars of

Performance matters
of other opposed
duties (if any)

Did the supervisory board find any risk exposure of the Company in the course of supervision during the reporting period

O Yes P No

The supervisory board had no disagreement to the supervisory matters in the reporting period.
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IX. Employees of the Company

1. Number of employees, professional structure and education level

Number of employees serving the parent company as at the end

of the reporting period (persons) 1,642
Number of employees serving the major subsidiaries as at the end

of the reporting period (persons) 907
Total number of serving employees as at the end of the reporting period (persons) 2,549
Total number of paid employees in the current period (persons) 2,549

Number of retired employees whose expenses are borne by the parent company
and major subsidiaries (persons) 0

Professional structure

Type of professional structure Number of individuals
Production personnel 2,291
Sales personnel 55
Technicians 37
Financial staff 32
Administrative staff 134
Total 2,549

Education level

Type of education level Number of individuals
Master and above 38
Bachelor 166
Junior college 503
Technical secondary school (high school) qualifications and below 1,842
Total 2,549

2. Remuneration policy

Q)

)

In order to govern the remuneration management of the Company, give full play of the incentive effect of
remuneration, define responsibilities of all departments, depending on the current actual circumstances, the
Company gradually established and improved a relatively reasonable remuneration structure and formulated
a corresponding remuneration system and work process;

On the premises of providing stable income and performance-based incentives to staff members on a fair
and reasonable basis, the Company remunerates staff depending on their performance that motivates their
enthusiasm and sense of responsibility. By referring to the local market rate of remuneration and benefit
packages and after the discussion of the management, the Group determines the remuneration base based
on the requirements of different positions and make adjustment as appropriate to ensure that staff
remuneration is in line with the market rate for the same industry and job type in the society, and also
enhance the external attractiveness and internal incentivisation;
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(3)  To encourage new employee to stay in the job for a longer term and also encourage older employees to continue
to shine and make greater contributions to the Company, the Company implements a non-descending calculation
method for length of employment, which is more humanised, rationalised and attractive than surrounding
companies. It also guarantees employees of the Company to have a long-term job; and fully mobilises staffs’
positive initiative and creativity and constantly improves staff’s satisfaction and loyalty;

(4)  Combining with domestic and foreign market demand, the Company vigorously promotes the development of
new products and formulated incentive measures for new products and new markets to further enhance the
enthusiasm of employees for greater performance and higher profitability, so that the employees can share
interests with the Company.

3. Training programmes

(1) The Company has always taken talent nurturing and development as one of the measures supporting the
Company's development strategy. Therefore, the Company links employee training with its strategic planning
and operating indicators by coordinating internal and external resources. Based on the concept of “going
out and recruiting in” and taken into account the requirements of the Company and various departments
for quality and competence of employees, the Company has formulated an annual training implementation
plan;

(2)  To facilitate new employees to quickly adapt to the Company’s culture and management principles and meet
the job requirements, in addition to focusing on the training in corporate culture, corporate mechanism as
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X. Profit distribution and conversion of capital reserve into share of the Company

Profit distribution policy during the reporting period, especially the formulation, implementation or adjustment of cash
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The internal audit organisation (audit department) of the Company is responsible for the supervision of internal
audit of the Company, which includes to supervise and check the implementation of the Company’s internal
control, assess the scientificity and effectiveness of the internal control and give suggestions for improving the
internal control; to carry out audit and routine examination on finance, internal control, major projects and other
businesses on a regular or irregular basis to control and prevent risks. The audit department has the right to directly
report to the board of directors, audit committee and supervisory board in case any material deficiencies in the
internal control are identified in the course of supervision and checking.

Based on the identification of material deficiencies in the internal control of financial reporting of the Company, as
at the benchmark date of the assessment report on internal control, there was no material deficiency in the
internal control of financial reporting, and the Company maintained effective internal control of financial reporting
in all material respects according to the requirements of the Standardised Internal Control System for Companies
and other rules.

Based on the identification of material deficiencies in the internal control of non-financial reporting of the
Company, as at the benchmark date of the assessment report on internal control, no material deficiencies in the
internal control of non-financial reporting of the Company were noted.

2. Any material deficiency was detected during the reporting period

O Yes P No

Xlll.Management and control over subsidiaries by the Company during the
reporting period

Issues
experienced
in the course

Consolidation Progress of the of Solution Progress of  Follow-up
Name of company plan consolidation consolidation taken the solution solution plan
N/A N/A N/A N/A N/A N/A N/A
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XIV.Self-assessment report on internal control or audit report on internal control

1. Self-assessment report on internal control

Date of disclosure on the full texts of the assessment report

on internal control

Reference of disclosure on the full texts of the assessment report

on internal control

Proportion of total assets of entities included in the assessment to the
total assets per consolidated financial statements of the Company

Proportion of operating revenue of entities included in the assessment
to the operating revenue per consolidated financial statements of the

Company

Type

Qualitative standard

31 March 2022

Website of cninfo (www.cninfo.com.cn)

98.69%

99.99%

Standards for deficiency identification

Financial reporting

Signs of financial reporting great defect
include: fraud of the company directors,

Non-financial reporting

Non-financial reporting signs of major defects
including: violate national laws and regulations

2w

supervisors and senior management or norboveve st.4( )]Tdocuts managk t( )]Tor 08.

personnel, the correction of the published
financial report, current report material
misstatement is found by intra-company
control, the invalid audit committee and
audit function to the Company’s external
financial reports and financial reporting
internal control supervision.

Financial reporting important defect signs
include: not in accordance with generally
accepted accounting principles to select
and apply appropriate accounting
policies, procedures and control measures
of antifraud has not been established,
the accounting treatment of unusual or
special transaction do not set up
corresponding control mechanism or no
implementation, and no corresponding
compensatory control, for the control of
the final financial reporting process have
one or more of the defects and cannot
guarantee reasonable preparation of
financial statements to realise the fair
reflection.

Common Defects is other control defect
in addition to the above major flaws and
important defects control.
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Type

Quantitative standard

Number of significant
deficiencies in
financial reporting

Number of significant
deficiencies in non-
financial reporting

Standards for deficiency identification

Financial reporting

Significant deficiency refers to consider
compensating control measures and
major defects after actual deviation rate,
overall impact levels above the level of
the importance of the defects (0.5% of
the operating revenue or total profits of
RMB10 million).

Material deficiency refers to consider
important defects after compensating
the control measures and actual deviation
rate, the flaw overall impact level below
the importance level (0.5% of the
operating revenue or total profits of
RMB10 million), but higher than the
general level (0.1% of the operating
revenue or total profits of RMB5 million).
General deficiency refers to consider
compensating control measures and
actual deviation rate, defect the overall
level is lower than the general level (0.2%
of the operating revenue or the total
profits of RMB5 million).
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Non-financial reporting

Non-financial reporting major defects refer to
the direct property losses in RMB5 million
(inclusive) above, signs include: has been
publicly disclosed and to the company regularly
rep