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Section I. Important, Contents and Definitions

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.

Yuan Rui, 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 Ill 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 Definition

“Company”, “parent company”
and “Shandong Molong”
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Section Il. Company Profile and Key Financial Indicators

Company Profile

Stock Name Abbreviation Shandong Molong Stock Code 002490, 00568
Stock abbreviation before change (if any) Not applicable

Stock exchanges of listed shares SZSE, SEHK

Chinese name of the Company ooooooooooooog

Abbreviation of the Chinese Name oooo

English Name of the Company (if any) ~ Shandong Molong Petroleum Machinery Company Limited

Abbreviation of the English Name (if any) Shandong Molong

Legal Representative of the Company Yuan Rui

Registered Address No. 99 Xingshang Road, Gucheng Street, Shouguang City, Shandong Province

Postal Code of Registered Address 262700

Historical Changes in the Company’s The company held the 2021 Annual General Meeting of Shareholders on May

Registered Address 19, 2022, where the Proposal on Changing the Company’s Registered Address
and Amending the Articles of Association was reviewed and approved. On
June 16, 2022, the company’s relevant industrial and commercial change
procedures were completed. The company’s registered address was changed
from “No. 999 Wensheng Street, Shouguang City, Shandong Province”
to “No. 99 Xingshang Road, Gucheng Street, Shouguang City, Shandong

Province”.

Office Address Floors 8-10, Building 19, Corporate Headquarters Complex, Shengcheng
Street, Shouguang City, Shandong Province

Postal Code of Office Address 262700

Company Website https://www.molonggroup.com

Email Address dsh@molonggroup.com

Note: the Company held the fourth interim meeting of the seventh Board of Directors on 24 February 2023. The meeting elected Mr.
Yuan Rui as the Chairperson of the seventh Board of Directors of the Company. The Articles of Association stipulated that the
Chairperson of the Company was the legal representative. Up to now, the relevant industrial and commercial change registration
procedures have not been completed.

Contact Persons and Contact Information

Secretary to the Board

Name Zhao Xiao Tong

Contact Address Floors 8-10, Building 19, Corporate Headquarters Complex, Shengcheng Street,
Shouguang City, Shandong Province

Telephone 0536-5100890

Facsimile 0536-5100888

Email Address dsh@molonggroup.com
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Section ll. Company Profile and Key Financial Indicators

lll. Information Disclosure and Places for Inspection

Websites of stock exchanges on which the

annual report of the Company is disclosed

Shenzhen Stock Exchange (http://www.szse.cn);

Stock Exchange of Hong Kong (http:/Avww.hkex.com.hk)

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

annual report of the Company is disclosed

and Securities Times, and cninfo (http://www.cninfo.com.cn)

Places for inspection of the Company’s annual Board of Directors Office of the Company

report

IV. Registry Changes

Unified Social Credit Code
Changes in principal operations since
the Company’s listing (if any)

Previous changes of controlling
shareholders (if any)

91370000734705456P

At the first extraordinary general meeting of 2021 of the Company held
on 3 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
tubing, 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).

On 23 February 2021, Mr. Zhang En Rong, the original controlling
shareholder and the 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.
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Section Il. Company Profile and Key Financial Indicators

VI.

Other Relevant Information

Accounting firm engaged by the Company

Name of the accounting firm
Office address of the accounting firm

Name of the signing certified public
accountants

ShineWing Certified Public Accountants LLP

9th Floor, Fuhua building A, No. 8 Chaoyangmen North Street, Dongcheng

District, Beijing

Wang Gongyong, Zhang Chao

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

0 Applicable v Not applicable

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

O Applicable v Not applicable

Key Accounting Data and Financial Indicators

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

O Yes v No

Operating revenue (RMB)

Net profit attributable to shareholders of
listed company (RMB)

Net profit after extraordinary gains or
losses attributable to shareholders of
listed company (RMB)

Net cash flows generated from operating
activities (RMB)

Basic earnings per Share (RMB/share)
Diluted earnings per Share (RMB/share)
Weighted average rate of return on net
assets

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

2022

2,765,645,281.40
(424,969,725.59)

(361,001,956.50)

(11,509,782.41)

(0.53)
(0.53)
-35.39%

As at the
end of 2022

4,038,605,559.51
987,960,842.88

2021

3,734,462,841.12
(368,017,768.12)

(369,613,746.87)

35,792,357.33

(0.46)
(0.46)
-23.05%

As at the
end of 2021

4,457,611,299.31
1,413,238,861.87

Year-on-year
increase/
decrease

-25.94%
-15.48%

2.33%

-132.16%

-15.22%
-15.22%
-12.34%

Year-on-year
increase/
decrease

-9.40%
-30.09%

2020

3,009,719,029.66
32,178,630.99

(266,995,839.08)

206,901,178.06
0.04

0.04
1.82%

As at the
end of 2020

5,175,635,815.38
1,780,737,084.59
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Section Il. Company Profile and Key Financial Indicators

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 v No

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

v Yes O No

Item 2022 2021 Remark

Operating revenue (RMB) 2,765,645,281.40 3,734,462,841.12  Mainly comprised of revenue from
sales of products and scraps.

Deduction amount from 97,894,560.60 105,726,328.01  Mainly comprised of revenue from

operating revenue (RMB) sales of scraps.

Operating revenue after 2,667,750,720.80 3,628,736,513.11  Mainly product sales revenue.

deduction amount (RMB)

VII. Differences in accounting data under domestic and overseas accounting
standards

1. 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")

O Applicable v 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.

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

0O Applicable v 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.

3. Explanation of reasons for differences in accounting data under domestic and
overseas accounting standards

0O Applicable v Not applicable
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Section Il. Company Profile and Key Financial Indicators

VIIl.Key financial indicators by quarter

First quarter

Operating revenue 560,910,297.59
Net profit attributable to (67,308,447.89)
shareholders of listed company

Net profit after extraordinary (70,441,437.90)

gains or losses attributable to

shareholders of listed company

Net cash flows from operating (79,690,821.17)
activities

Second quarter

1,010,031,644.06
(105,409,267.83)

(110,924,115.61)

136,597,671.28

Third quarter

649,955,788.55
(93,230,844.47)

(94,212,390.25)

(31,478,273.71)

Unit: RMB

Fourth quarter

544,747,551.20
(159,021,165.40)

(85,424,012.74)

(36,938,358.81)

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 ¢ No
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Section ll. Company Profile and Key Financial Indicators

IX. Extraordinary gain or loss items and amounts
v Applicable O Not applicable
Unit: RMB

Item 2022 Amount 2021 Amount 2020 Amount  Explanation

Gains or losses arising from the disposal of (397,481.76) (3,178,219.53)  350,931,281.92  Mainly comprised of the losses

noncurrent 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 973,231.66 2,335,726.68 17,770,915.00 Mainly comprised of the

loss (excluding those grants that are closely related amortisation of deferred revenue

to the Company's normal business operation, that associated with assets and the

met the requirements of national policy, and that receipts of stability subsidies,

were continuously granted in accordance with the social security allowances and

certain standard amount or volume prescribed by other grants during the current

the State) period.

Profit or loss arising from contingencies unrelated to ~ (9,800,000.00) (979,747.94)  (25,358,236.00) Mainly comprised of the

the normal operation of the Company provision for compensations for
claims related to litigation in the
current period.

Except for effective hedging business related to — — 202,596.63 —

the normal business operations, changes in gains

and losses of fair value arising from traded financial

assets, traded financial liabilities, investment income

obtained from disposal of traded financial assets,

traded financial liabilities and available-for-sale

financial assets

Write-back of provision for receivables subject to 6,941,179.49 — 520,000.00 Mainly comprised of recovery of

individual impairment test accounts receivable from certain
customers during the current
period for which impairment
provisions have been made.

Non-operating income and expenses other than the 5,668,870.20 3,615,735.91 7,138,842.29 Mainly liquidated damages

above items received in the current period
and the recovery of assets
written off in the previous
period.

Other profit and loss items in line with the definition  (67,971,212.05) — — This is mainly due to the fact

of non-recurring gains and losses that according to the newly
issued regulatory guidelines
in the current period, the
parent company accrued credit
impairment losses for the
creditor’s rights of subsidiaries
with excess losses receivable.

Less: Effect on income tax 1,041,176.92 63,812.14 51,780,307.55 —

o Effect-on-minority-interests-(aftertax) (1,658,820-29) 133,704-23 250,622-22
Total (63,967,769.09) 1,595,978.75  299,174,470.07 —

e Shandong Molong Petroleum Machinery Company Limited



Section Il. Company Profile and Key Financial Indicators

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

v Applicable O Not applicable

According to the document “Guidelines for the Application of Regulatory Rules-Accounting Category No.3" issued by
the CSRC on 3 February 2023, the Company accrued a credit impairment loss of RMB67.9712 million for the creditor’s
rights of Shouguang Baolong, a subsidiary with excess losses.

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 v 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 belongs to the manufacturing and service industry of special equipment for oil, natural gas and other
energy exploitation, and the development and prosperity of oil, natural gas and other energy exploitation business
directly affects the development of the industry in which the Company is located. Oil and natural gas are the material
basis for human production and life, and are the important pillars of national economic development. Data show that
China’s oil & gas consumption continues to grow, and its dependence on foreign countries is high. According to the
World and China Energy Outlook 2060, the world’s primary energy demand will continue to grow, and it is still very
important to enhance the energy supply capacity. In the long run, the global economic growth rate, the price cycle
and consumption demand of oil & gas, the global oil & gas exploration and development expenditure and exploitation
scale, and the policies of “carbon neutrality and carbon peaking” in various countries around the world are the decisive
factors affecting the prosperity of the industry in which the Company is located. During the Reporting Period, due to the
weakness of the global economy and the influence of geopolitical friction, the global economic growth rate dropped
significantly, and energy prices continued to fluctuate at a high level. Facing the complex and changeable external
environment, domestic oil & gas production enterprises continue to strengthen exploration and development, vigorously
promote the increase of reserves and production, solidly promote the construction of major projects, and enhance the
self-sufficiency of oil & gas. Oil & gas exploitation activities are gradually active, and the prosperity of oil service industry is
rising.

2022 is the year when the 20th National Congress of the Communist Party of China was successfully held, and it is
also a crucial year for the implementation of the 14th Five-Year Plan. The National Energy Administration thoroughly
implements the spirit of the 20th National Congress of the Communist Party of China and resolutely implements the
decision-making arrangements of the CPC Central Committee and the State Council on increasing exploration and
development of oil & gas resources and increasing reserves and production. Focusing on the hard and stable production
of old oilfields, the rapid breakthrough of new oilfields and the rapid production of sea areas, we will vigorously enhance
the exploration and development efforts and complete the important node goals of the Seven-Year Action Plan. By
intensifying the exploration and development of new gas fields, we can stabilize the dominant position of conventional
natural gas and promote the rapid production of unconventional gas. Deep engineering promotes new breakthroughs
in ultra-deep oil & gas, and deep-sea oil & gas exploration and development promotes the construction of a maritime
power; Shale oil has accelerated its development and become a new force for stable crude oil production, while shale gas
has continued to produce rapidly and achieved leap-forward development. It is of great significance to strengthen the
development and utilization of China’s oil & gas resources in an all-round way to base itself on China and ensure national
energy security. The rapid development of unconventional oil & gas resources in China will drive the demand for related
equipment to continue to grow, and bring new development opportunities to the energy equipment manufacturing and
technical service industries.

Il. Principal businesses of the Company during the reporting period

During the reporting period, the Company was principally engaged in the design, research and development, processing
and manufacturing, sales service and export trade of products for the energy equipment industry. The main products
included oil drilling machinery equipment, petroleum and natural gas transportation equipment, oil and gas exploitation
equipment, castings, etc. The products were mainly used in the manufacture of equipment for oil and gas energy drilling,
machinery processing, urban pipeline network and wind power castings. During the reporting period, the principal
business of the Company was the manufacturing and sales of special equipment. Deeply impacted by the domestic and
foreign macroeconomic downturn, and some order market demands decreased, the industry and supply chains did not

function smoothly, resulting in a decline in the revenue.

@ Shandong Molong Petroleum Machinery Company Limited



Section lll. Management Discussion and Analysis

The Company’s main products were pipe products, castings and forgings. The Company adopted alT] sales-based
production’ business model for production of pipe products, i.e. the Sales Department coordinated with the production
system of the Group for orderly production, inspection and delivery based on the marketing patterns and customer
order plans. The Company adopted a “production-based sales” business model for casting products, i.e., the Company
determined the production indicators and compiled the sales plans based on the production indicators. The Company
adopted a centralized procurement model under which all raw materials, moulds and equipment were centrally
purchased by the procurement department, including signing of procurement contracts, procurement status follow-
up, assistance in quality improvement of raw materials; the Procurement Department strictly controlled the selection of
suppliers based on the comprehensive evaluation index system, fostered quality partners and developed long-term and
stable strategic partnership. The Company has a relatively mature sales network and a professional team of sales and
import and export which are respectively responsible for domestic and international market research and development,
product sales and after-sales services.

As at the end of the Reporting Period, the Company had total assets of RMB4.039 billion, representing a decrease of
9.40% year-on-year. Net assets attributable to shareholders of the listed company were RMB988 million, representing
a decrease of 30.09% year-on-year. During the Reporting Period, the Company realised an operating revenue of
RMB2.766 billion, representing a year-on-year decrease of 25.94%. Net profit attributable to shareholders of the listed
company was -RMB425 million. During the Reporting Period, due to insufficient orders for some products, product sales
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Section Ill. Management Discussion and Analysis

2. 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 (CNAS) 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.

3. 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. the Company has
completed the design of GC-2 casing and delivered for production and delivery; completed the design and
development of direct interlocking; completed the redesign of threaded pipe end structure and put it into
production to supply PetroChina Southwest Qil & Gas Field; developed 57/38 special feedback pump and 38
double sealed rod oil well pump and supply them to Northeast Oil & Gas Block; completed mass production
of new high-grade line pipes; had cold-drawn oil cylinder tubing and engineering steel pipe product supplied
in batches; completed the batch production of new specifications and heavy calibre hot-expanded steel pipes;
completed the process development of quenching medium carbon alloy steel with clear water and batch delivery
to meet the market demand for D-class and H-class sucker rod of medium carbon alloy steel; completed the
technical treatment of SC special clearance coupling and the technical improvement of manufacturing supervision
and inspection. 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.

4. 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 re-
certification. 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.

5. 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
winwin 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. In 2022, nearly 10 new market territories and 20+ new customers will be developed
overseas. 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, 10 a certain-extent; k.UIllpc‘LiLivc cu'yc T |||a|;\tti||9 of-er Tergy cquiplllclu pluduu.).
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Section lll. Management Discussion and Analysis

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.

IV. Analysis of principal businesses

1. Overview

See “Il. Principal businesses of the Company during the Reporting Period” for details.

2. Revenue and cost

(1) Composition of operating income

Unit: RMB
2022 2021
Percentage Percentage Year-on-year
of operating of operating increase/
Amount revenue Amount revenue decrease
Total operating 2,765,645,281.40 100%  3,734,462,841.12 100% -25.94%
revenue
By industry
Special equipment  2,765,645,281.40 100.00%  3,734,462,841.12 100.00% -25.94%
manufacturing
By product
Pipe products 1,612,040,161.32 58.29%  2,047,507,945.84 54.83% -21.27%
Castings and 982,447,617.23 35.52% 710,405,198.10 19.02% 38.29%
forgings
Three kinds of 34,259,710.39 1.24% 25,281,830.99 0.68% 35.51%
pumping units
Petroleum 22,586,988.18 0.82% 8,885,631.54 0.24% 154.20%
machinery parts
Tube blanks — — 815,847,918.60 21.84% -100.00%
Others 114,310,804.28 4.13% 126,534,316.05 3.39% -9.66%
By region
Within China 2,359,717,382.90 85.32%  3,536,780,288.98 94.71% -33.28%
Outside China 405,927,898.50 14.68% 197,682,552.14 5.29% 105.34%
By sales model
Self-marketing 2,765,645,281.40 100.00%  3,734,462,841.12 100.00% -25.94%
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Section Ill. Management Discussion and Analysis

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

v Applicable O Not applicable
Unit: RMB

Year-on-year Year-on-year Year-on-year

increase/ increase/ increase/
decrease in  decrease in  decrease in
Operating Gross profit operating operating  gross profit
revenue Operating cost margin revenue cost margin
By industry
Special equipment  2,765,645,281.40  2,675,212,319.74 3.27% -25.94% -23.88% -2.62%
manufacturing
By product
Pipe products 1,612,040,161.32  1,510,962,173.16 6.27% -21.27% -18.50% -3.19%
Castings and 982,447,617.23 999,785,037.53 -1.76% 38.29% 33.28% 3.83%
forgings
By region
Within China 2,359,717,382.90  2,357,961,120.61 0.07% -33.28% -29.18% -5.78%
Outside China 405,927,898.50 317,251,199.13 21.85% 105.34% 71.68% 15.33%
By sales model
Self-marketing 2,765,645,281.40  2,675,212,319.74 3.27% -25.94% -23.88% -2.62%

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 v Not applicable
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Section lll. Management Discussion and Analysis

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

v Yes O No

Industry type Item Unit
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Section Ill. Management Discussion and Analysis

(5) Composition of operating cost

Product Classification

Unit: RMB

Product Classification Item 2022 2021
Percentage Percentage  Year-on-year
of operating of operating increase/
Amount cost Amount cost decrease
Pipe products Materials 1,159,697,276.31 76.75%  1,438,018,938.75 77.57% -19.35%
Pipe products Depreciation 68,541,486.24 4.54% 86,017,891.91 4.64% -20.32%
Pipe products Labour cost 65,518,876.98 4.34% 96,955,511.79 5.23% -32.42%
Pipe products Expenses 217,204,533.63 14.38% 232,841,535.01 12.56% -6.72%
Three kinds of pumping units ~ Materials 22,620,464.12 72.20% 19,383,975.12 71.98% 16.70%
Three kinds of pumping units  Depreciation 926,629.75 2.96% 1,605,008.22 5.96% -42.27%
Three kinds of pumping units  Labour cost 5,381,091.26 17.18% 4,481,09.78 16.64% 20.08%
Three kinds of pumping units ~ Expenses 2,401,241.76 7.66% 1,459,588.01 5.42% 64.52%
Petroleum machinery parts Materials 15,132,773.45 69.46% 8,135,850.30 70.99% 86.00%
Petroleum machinery parts Depreciation 2,005,688.97 9.21% 1,053,225.30 9.19% 90.43%
Petroleum machinery parts Labour cost 2,929,030.79 13.44% 1,290,458.86 11.26% 126.98%
Petroleum machinery parts ~ Expenses 1,719,796.41 7.89% 981,023.79 8.56% 75.31%
Tube blanks Materials — — 669,706,032.20 88.63% -100.00%
Tube blanks Depreciation — — 14,130,094.55 1.87% -100.00%
Tube blanks Labour cost — — 16,774,764.66 2.22% -100.00%
Tube blanks Expenses — — 55,009,138.15 7.28% -100.00%
Castings and forgings Materials 914,751,636.27 91.49% 663,886,283.24 88.50% 37.79%
Castings and forgings Depreciation 26,261,592.91 2.63% 31,131,390.68 4.15% -15.64%
Castings and forgings Labour cost 14,830,537.84 1.48% 9,977,048.10 1.33% 48.65%
Castings and forgings Expenses 43,941,270.51 4.40% 45,159,270.34 6.02% -2.70%
Others Materials 72,888,657.75 65.46% 77,505,652.84 66.54% -5.96%
Others Depreciation 11,424,345.08 10.26% 13,884,391.07 11.92% -17.72%
Others Labour cost 17,314,675.04 15.55% 18,927,966.02 16.25% -8.52%
Others Expenses 9,720,714.67 8.73% 6,161,780.94 5.29% 57.76%

Explanation

The material 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 and tube blank.
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(6) Whether consolidation scope changed during the Reporting Period

)

(®)

v Yes O No

On 28 July 2022, the Company received the Notice of Approval for Cancellation of Registration issued
by Shouguang Administrative Examination and Approval Service Bureau, and granted cancellation
of Molong Energy. After deregistration, Molong Energy was no longer included in the consolidated

financial statements of the Company.

According to the Company’s development strategy and business needs, on 22 July 2022, the

Company’s manager'’s office meeting reviewed and approved the establishment of a wholly-owned
subsidiary Molong Trading with its own capital of RMB10 million. On 18 August 2022, the Company
obtained the Business License issued by Shouguang Administrative Examination and Approval Service
Bureau, and Molong Commerce and Trade was included in 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

0 Applicable v Not applicable

Information on major customers and major suppliers

Information on the major customers of the Company

Total sales of the top 5 customers (RMB)
Proportion of total sales of the top 5 customers over total sales for the year

Proportion of sales of connected parties in the top 5 customers over total sales

for the year

Information on the Company’s top 5 customers

Sales amount

1,100,670,421.14
39.80%
0.00%

Percentage of
the annual total

No. Name of customer (RMB) sales amount
1 PetroChina Company Limited

(DooDOoOoooooooo) 273,107,845.52 9.88%
2 Shaanxi Yanchang Petroleum (Group) Co., Ltd.

(D0DoDoomoomoooon) 267,884,779.86 9.69%
3 Shandong Haomai Machinery Technology Co., Ltd.

(D00DoooUOUOooooog) 218,726,337.44 7.91%
4 Shandong Guochuang Precision Machinery Co., Ltd.

(D0DoDooooooooO) 183,504,240.13 6.64%
5 Ningbo Rixing Casting Co., Ltd.

(Doooooooon) 157,447,218.19 5.69%
Total — ’ 1,100,670,421.14 39.80%
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Other particulars of the major customers
v Applicable O Not applicable

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.

Major suppliers of the Company

Total purchases attributable to the top 5 suppliers (RMB) 700,292,076.40
Proportion of total purchases attributable to the top 5 suppliers over total 23.85%
purchases for the year
Proportion of purchases of connected parties in the top 5 suppliers over total 0.00%
purchases for the year

Top 5 Suppliers of the Company

Purchases Percentage of
amount the annual total
No. Name of the Vendor (RMB) purchases amount
1 Jiangsu Xinhai International Logistics Co., Ltd.
(Doooooooooon) 219,388,826.48 7.47%
2 Shandong Sheng Qiao Mineral Products Co., Ltd.
(0D0Doooooooon) 125,324,159.40 4.27%
3 Shouguang Xiangfu Economic and Trade Co., Ltd.
(DoDoooooooo) 124,252,502.29 4.23%
4 Shouguang Fangzhou Material Co., Ltd.
(Dooocooooooo) 116,825,935.36 3.98%
5 Shaanxi Yanchang Petroleum Material Group Co., Ltd.
(0DoDoOOoOoOoOoOoOooooocog) 114,500,652.87 3.90%
Total — 700,292,076.40 23.85%

Other descriptions of major suppliers
v Applicable O Not applicable
the Company did not have any related relationship with the top 5 suppliers and the directors, supervisors,

executive officers, 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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3. Expenses

Selling expenses

Administrative
expenses

Finance expenses
Research and
development
expenditures

2022

17,580,244.46

274,947,866.01

105,822,746.34
41,651,730.15

2021

13,402,249.30

278,990,958.47

115,447,705.15
57,076,465.12

4. Investments in research and development

v Applicable O Not applicable

Name of key
R&D project

Hydraulic cylinder
tubing

Seamless steel pipe
for crane jib

Purpose of the project

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

To develop seamless steel
pipe products for ultra-high
strength crane boom based
on material composition,
heat treatment process

and hot rolling process
optimization.

Progress of
the project

Completed

Completed

Year-on-year
increase/
decrease

31.17%

-1.45%

-8.34%
-27.02%

Intended target

To develop high-precision,
bore processing-free and
low-total cost sophisticated

steel tubing products.

Section lll. Management Discussion and Analysis

Unit: RMB

Description of
significant change

Mainly due to the increase of the
Company'’s bid service fee and
export agency fee in the current
period.

Primarily attributable to decrease
of investment in R&D for the
current period.

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 form seamless steel pipe

products with high strength
and high toughness, which

can meet the needs of crane
boom.

To enhance the Company's
product competitiveness, and to
expand the market share of the
products.
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Name of key
R&D project

OTTM Thread

OTTG Premium Thread

ML 150V high-strength
and high-toughness
casing

P110 steel grade
high-strength
anti-deformation
tubing

Purpose of the project

To develop a new type of
partial ladder threaded casing
which conforms to GOST
and has high connection
strength, and meet the
requirements of Russian and
Central Asian oil companies
for our product.

To develop Premium
threaded casing under
GOST with high gas sealing
performance to meet the
demand of Russian and
Central Asian oil companies.

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

To improve the composition
and heat treatment process
of oil tubing to improve high
strength, high toughness
and anti-deformation of
tubing body; optimize thread
structure to ensure the anti-
deformation capability of
tubing under large torque
and meet the requirement of
tubing performance under
special working conditions in

Progress of
the project

Completed

Completed

Completed

Completed

Intended target

To design improved BCSG
under GOST and improve
the connection performance
of threads.

To design a new metal-
metal seal structure under
GOST and improve the air
seal performance of threads.

To develop high-strength
and high-toughness casing
products designed for
petroleum use with yield
strength of at least 150KSI.

The strength and
deformation resistance of
tubing body are 30% higher
than the corresponding steel
grade under APl standard,
so that the thread will not
be glued once screwed on
for 10 times and off for 9
times.

Expected impact on
the future development
of the Company

To increase product categories,
enhance the competitiveness
of the Company's product, and
expand the product market
share, especially to meet the
need of oil & gas exploration
and development casing in
Russia and Central Asian
countries.

To increase product categories,
enhance the competitiveness
of the Company's product, and
expand the product market
share, especially to meet the
need of oil & gas exploration
and development casing in
Russia and Central Asian
countries.

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.

Increase product categories,
enhance the competitiveness
of the Company's product, and
expand the product market
share.

Daqing and Liaohe oilfields.
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Profile of research and development personnel of the Company

2022
Number of individuals of research and 229
development personnel
Proportion of research and development 9.16%
personnel
Distribution of research and
development personnel by
academic background
Bachelor’s degree 48
Master’s degree 22
Others 159
Distribution of research and
development personnel by age
Below 30 years old 20
30 - 40 years old 122
Over 40 years old 87
Research and development expenditures of the Company

2022
Amount of research and development 33,412,376.94
expenditures (RMB)
Percentage of research and development 1.21%
expenditures of operating revenue
Amount of capitalised research and 0.00
development expenditures (RMB)
Percentage of capitalised research and 0.00%

development expenditures of research
and development expenditures

2021

285

11.18%

52
25
208

33
144
108

2021

49,978,469.51

1.34%

4,717,944.36

9.44%

Section lll. Management Discussion and Analysis

Percentage change

-19.65%

-2.02%

-7.69%
-12.00%
-23.56%

-39.39%
-15.28%
-19.44%

Percentage change

-33.15%

-0.13%

-100.00%

-9.44%

Reasons for and impacts of significant changes in the composition of research and development personnel of the

Company

O Applicable v Not applicable

Reason for significant changes in the proportion of total research and development expenditures to operating

revenue when compared with last year

O Applicable v Not applicable

Reason and rationality explain for significant changes in capitalised research and development expenditures rate

v Applicable O Not applicable
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Compared with last year, the capitalization rate of R&D investment in the current period decreased, mainly due to
the performance of our new product developed in the current period did not meet the technical requirement or

the product sale fell short of market expectation.

5. Cash flows

Unit: RMB

Year-on-year

Item 2022 2021 increase/decrease
Subtotal of cash inflows from operating activities 2,534,043,352.91 3,586,628,661.60 -29.35%
Subtotal of cash outflows from operating activities ~ 2,545,553,135.32 3,550,836,304.27 -28.31%
Net cash flows from operating activities (11,509,782.41) 35,792,357.33 -132.16%
Subtotal of cash inflows from investing activities 1,123.89 141,494,574.19 -100.00%
Subtotal of cash outflows from investing activities 8,467,557.77 51,969,039.99 -83.71%
Net cash flows generated from investing activities (8,466,433.88) 89,525,534.20 -109.46%
Subtotal of cash inflows from financing activities 3,516,764,976.72 2,287,714,757.03 53.72%
Subtotal of cash outflows from financing activities  3,558,033,048.62 2,697,208,663.65 31.92%
Net cash flow generated from financing activities (41,268,071.90) (409,493,906.62) 89.92%
Net increase in cash and cash equivalents (55,536,954.09) (285,779,998.82) 80.57%

Explanations on main effects of significant changes in related data over the same period of last year

v Applicable O Not applicable

(1) The net cash flow from operating activities decreased year on year, mainly due to shortage of orders for

some product in the current period, resulting in the decrease in product sale and revenue.

(2)  Net cash flows generated from investing activities decreased year-on-year, mainly attributable to the
decrease in proceeds received from the disposal of assets during the current period.

(3)  The net cash flow from financing activities increased year-on-year, mainly due to increase in cash received

from financing in the current period.

(4)  Net increase in cash and cash equivalents decreased year on 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

v Applicable O Not applicable
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

v Applicable O Not applicable

Unit: RMB
Percentage Is it
Amount of total profit  Reason(s) for the incurrence recurring
Investment income (287,370.63) 0.06%  Mainly comprised of loss of associates. No
Impairment of assets (16,980,412.51) 3.81%  Mainly comprised of provisions for impairment of ~ No
inventories under ASBE.
Non-operating income 6,672,878.46 -1.50%  Mainly liquidated damages received in the No

current period and the recovery of assets written
off in the previous period.

Non-operating expenses 11,202,613.91 -2.51%  Mainly comprised of the provision for No
compensations for claims related to litigation in
the current period.

Credit loss impairment (61,267,202.09) 13.74%  This is mainly due to the fact that according to No
the newly issued regulatory guidelines in the
current period, the parent company accrued
credit impairment losses for the creditor’s rights
of subsidiaries with excess losses receivable.

Other gains 973,231.66 -0.22%  Mainly comprised of the amorisation of deferred ~ No
revenue related to assets and receipts of stability
subsidies and social insurance subsidies during
the current period.

Gain on disposal of assets 1,123.89 0.00%  Mainly comprised of the gains on disposal of No
certain fixed assets during the current period.
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Other current assets

Bills payable

Taxes payable

Other payables

Estimated liabilities

Long-term payables

As at the end of 2022

Amount

5,790,675.91

64,855,401.04

11,279,406.47

36,765,356.32

71,771,212.05

65,461,963.55

Percentage of

total assets

0.14%

1.61%

0.28%

0.91%

1.93%

1.62%

Higher proportion of overseas assets

0O Applicable v Not applicable

At the beginning of 2022
Percentage of
Amount total assets

26,180,538.95

101,209,067.42

25,793,838.53

64,231,003.43

558,467.38

37,742,329.02

0.59%

2.271%

0.58%

1.44%

0.01%

0.85%

Increase/
decrease in
proportion

-0.45%

-0.66%

-0.30%

-0.53%

1.92%

0.77%

Description of significant change

Mainly attributable to decrease in tax
allowance at the end of the current
period.

Mainly attributable to decrease in
payment by bank acceptance in the
current period.

Mainly attributable to decrease of VAT
realized at the end of the current period.
Mainly attributable to the decrease in
accrued energy charges and rents as at
the end of the current period.

This is mainly due to the fact that
according to the newly issued regulatory
quidelines in the current period,

the parent company accrued credit
impairment losses for the creditor's
rights of subsidiaries with excess losses
receivable.

Mainly attributable to the proceeds

of financing funds for the sale-and-
leaseback financing business commenced
in the current period.
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2. Assets and liabilities measured at fair value

v Applicable O Not applicable

Amount at the

beginning of

Item the period
Financial assets

Financing receivables ~ 28,539,024.92

Total of the above 28,539,024.92

Financial liabilities 0.00

Content of other changes

Gain or loss
on fair value
changes in the
current period

Cumulative
fair value
changes
included

in equity

Provision for
impairment
for the
current period

Purchases
during the
current period

Unit: RMB

Disposals Amount at
during the Other the end of
current period changes the period
— (23167,169.21)  5,371,855.71

— (23,167,169.21)  5,371,855.71

— 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 ¢ No

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

Item

Monetary funds
Monetary funds
Accounts receivables
Inventories

Bills receivables
Fixed assets
Intangible assets

Book value at the
end of the period

240,673,517.72

Unit: RMB

Reason(s) for
the restriction

Security deposits

4,737,079.00 Frozen for litigation
75,609,917.72  Factoring financing
51,450,000.00 Seizure for litigation

82,064,472.11
433,468,641.62
207,508,319.68

Bill pledge/factoring financing
Charge for borrowings
Charge for borrowings

Total

1,095,511,947.85
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VII. Analysis of investments

1. General

O Applicable v Not applicable

2. Significant equity investments acquired during the reporting period

O Applicable v Not applicable

3. Significant non-equity investments in progress during the reporting period

O Applicable v Not applicable

4. Investments in financial assets

(1) Securities investment

0 Applicable v Not applicable

The Company did not hold any investments in securities during the reporting period.
(2) Derivatives investment

0 Applicable v Not applicable

The Company did not hold any investments in derivatives during the reporting period.

5. Use of raised funds

O Applicable v Not applicable

The Company did not have any use of raised funds during the reporting period.

VIIl. Disposals of material assets and equity interests

1. Disposals of material assets

O Applicable v Not applicable
The Company did not dispose of any material assets in the reporting period.

2. Disposals of material equity interests

0O Applicable v Not applicable
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IX. Analysis of major controlled and invested companies

v Applicable O Not applicable

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

Type of
Name of company
company Principal
“Shouguang ~ Subsidiary
Baolong"
"Shouguang  Subsidiary
Maolong”

Principal businesses Registered capital Total assets
Production and sale of petroleum 15,000 ten thousand ~ 323,392,296.78
equipment and castings and

forgings

Research of new materials for 71,238 ten thousand ~ 1,220,808,593.07

energy equipment; production and
sale of metal castings and forgings;
sea water desalination; waste heat
and gas power generation

Acquisitions and disposals of subsidiaries during the reporting period

v Applicable O Not applicable

Name of company

Shandong Molong Commercial

Trading Company

Acquisitions and disposals
of subsidiaries during
the Reporting Period

New incorporation

Information on major controlled and invested companies

Unit: RMB

Operating
Net assets revenue  Operating profit Net Profit
(252,779.95237)  473692,199.72  (89,492,309.21)  (95,157,997.10)
30,691,772.61  1,082,504,059.36  (157,120,025.59)  (156,066,241.17)

Impact on overall production,
operation and performance

No significant impact on the overall
operating performance of the Company.

(1) Shouguang Baolong achieved operating income of RMB474 million in the current period, with a decrease of
79.00% year-on-year; the net profit was RMB -95.158 million, with profit earned by RMB23.5489 million year
on year, mainly due to operation of production lines under their capacity during the Reporting Period and sharp

decrease in sales revenue and net profit.

(2)  Shouguang Maolong achieved operating income of RMB1.083 billion in the current period, with decrease of
20.22% year-on-year; loss in the current period was RMB156.0662 million, deficit by RMB161.6010 million year
on year. The loss in the current period was mainly due to increase of raw material price inflation and insufficient
demand for orders, resulting in increase in production cost and related expense.
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XI.

Structured entities controlled by the Company

0 Applicable v Not applicable

Prospects for future development of the Company

(I) Future development trend of the Company’s industry:

In the long run, the demand for oil and gas will continue to grow. Both Chinese and foreign economies are facing
recovery demand, especially the domestic economic development trend is gradually improving, and the global
energy demand will continue to grow. Oil prices will continue to run at a high level, which will help promote the
increasing demand for oil & gas exploration and development, and further rebound the prosperity of the industry.

The report of the 20th National Congress of the Communist Party of China proposed to further promote the
energy revolution, increase the exploration and development of oil & gas resources, increase reserves and increase
production, and strengthen the construction of energy production, supply, storage and sales system to ensure
energy security. Energy security is a strategic and systematic issue related to the overall situation of economic and
social development, and it is the fundamental support for high-quality energy development. Driven by the national
energy security strategy, the safe and stable supply of oil & gas and the green and low-carbon transformation, the
irreplaceable traditional fossil energy and the irreversible energy transformation make energy security with oil &
gas security as the core an important topic related to national economic and social development.

Under the 14th Five-Year Plan, it is proposed that the oil & gas exploration and development industry shall
promote the increase of oil & gas reserves and production and shall maintain a high and steady yield of crude
oil and national gas. Promoting oil & gas reserves and production is a strategic choice to ensure national energy
security, and it is also the key to achieve the goal of “Carbon Neutralization and Carbon Emissions Peaking”. From
the perspective of resource conditions, there is still great potential for increasing oil & gas reserves and production
in China in the future, and the output and economy of unconventional natural gas are expected to continue to
improve. Under the influence of Russia-Ukraine Conflict, oil & gas supply has become the core concern of global
energy security. The strategic significance of oil & gas resources and the long-standing gap between supply and
demand in China urgently require China’s oil industry to increase exploration and exploitation efforts and improve
exploitation efficiency. Especially since the country proposed to promote the energy consumption revolution,
supply revolution, technological revolution, energy system revolution and strengthen international cooperation,
the government departments led by the National Energy Administration and the Ministry of Natural Resources
have continuously issued and resolutely implemented the policies and guidance of increasing oil & gas exploration
and development, and the state-owned oil enterprises represented by PetroChina, Sinopec and CNOOC have
successively issued “seven-year action plans” to increase reserves and increase production, and continuously
maintained high capital expenditure on exploration and development. The National Energy Administration stressed
to continue to promote oil & gas production and supply, accelerate the rapid production of unconventional oil &
gas, and promote major pipeline projects and oil & gas reserve capacity building in 2023.

Under the expectation that China’s energy structure and oil & gas supply and demand will not change
fundamentally in a long time, the oil service industry and its downstream oil & gas exploration and development
industry are expected to be key policy support industries in a long time. In addition, with the continuous support of
policies, the capital expenditure of domestic oil enterprises in China is relatively weakened by oil price fluctuations,
which is helpful to effectively promote the development of domestic oil service industry.
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(I) Business plans of the Company for 2023:

In 2023, Shandong Molong will focus on the strategic goal of “being determined to become an internationally
renowned energy equipment manufacturing service provider”, adhere to the general tone of striving for stability,
take promoting the high-quality development of enterprises as the main line, seize opportunities, overcome
difficulties, actively promote the development of primary business, conscientiously accomplish the key tasks of the
Company, strive to improve the level of safe operation and standardized governance, keep optimizing the quality
of enterprise management and operation, and strive to achieve steady development of enterprises.

1. Strengthen exchanges and cooperation to promote the application and
popularization of Hismelt
Go all out to do all preparatory works under the Company’s technology promotion plan. Strengthen
the communication and exchange with design institutes and user enterprises to ensure the accurate and
timely implementation of various tasks; keep close contact with industry units, keep up with the forefront
of technological development, and constantly improve work efficiency and service level. Continuously
improve the technical popularity and competitiveness of the Company and Hismelt in terms of scientific and
technological innovation, technology research and development and engineering services to meet the need
of technology promotion.

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,
manage production process practically, raise the awareness of cost control, reduce cost in all fields, explore
internal potential, exercise measures to reduce costs and increase efficiency, with an aim to improve her
profitability.

3. Seize the market opportunity and optimize the sale strategy
Adjust the sale strategy in time according to the market conditions, and keep optimizing the product and
customer structure, with marketing around key markets, focus on major customers and do a good job in
bidding in major oilfield markets; give full play to the advantages of the industry, actively expand marketing
channels, increase the order quantity and production capacity of high value-added products, promote the
formation of diversified product structure, effectively increase market share, boost performance growth, and
strive to improve operating conditions.

4. Strengthen financing management to ensure the safety of funds
Strengthen communication with banks, do a good job of contact and exchange with banks and other
financial institutions, and strive to appropriately reduce financing cost and maintain or increase the scale
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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.

(Il) Major risk factors for future development strategy and business goals of the
Company:

4}

()

(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.

Risk of raw material price fluctuation

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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Section lll. Management Discussion and Analysis

XIll. Researcher reception, communication, interview and other events during the
reporting period

v Applicable O Not applicable

Date of reception Venue of reception

14 April 2022

16 November 2022

Form of
reception

"Panoramal] Global ~ Others
Roadshow” (http://

rs.p5w.net)

Panorama “Interactive  Others
Platform for Investors
Relations”

(http://rs.p5Sw.net/)

Type of
reception
target

Others

Others

Reception
target

Investors

Investors

Main topics of
discussion and
information
provided

Business
performance of the
Company for 2021

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.: 2022-001)
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.: 2022-002)
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I.  General condition of corporate governance

In strict compliance with the Company Law, the Securities Law, the Code of Corporate Governance for Listed Company,
the Rules Governing the Listing of Shares on Shenzhen Stock Exchange, the Guidance No.1 of Shenzhen Stock Exchange
for Self-regulation of Listed Company — Standardized Operation of Listed Company on Main Board, the Rules Governing
the Listing of Securities on the Stock Exchanges of Hong Kong Limited 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, the Corporate Governance Code (the “CG Code”) as set
out in Appendix 14 to the Listing Rules among others.

1. Shareholders and general meetings

In strict compliance with the Company Law, Rules for General Meetings of Listed Company 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 1 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.

2. The Company and the controlling shareholder

The controlling shareholder of the Company is Molong Holdings and the actual controller is the State-owned Assets
Supervision and Administration Commission of Shouguang City. During the Reporting Period, the controlling
shareholder of the Company strictly complied with the Code of Corporate Governance for Listed Company,
the Rules Governing the Listing of Shares on Shenzhen Stock Exchange, the Guidance No.1 of Shenzhen Stock
Exchange for Self-regulation of Listed Company — Standardized Operation of Listed Company 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
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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 Company — Standardized Operation of Listed Company 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 executive officers 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 Company — 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
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2. 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.

3. 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 accounting trea
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IV. Annual general meeting and extraordinary general meeting held during the

reporting period

1. General meetings during the current reporting period

Session of
meeting

2021 Annual general
meeting

2022 First extraordinary Extraordinary

general meeting

Attendance Date of
of investors meeting

34.59% 19 May 2022

29.98% 21 September 2022 22 September 2022
general meeting

Meeting resolutions

Announcement on resolutions
adopted at the annual general
meeting 2021 (2022-017); Legal
opinions on the annual 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 resolutions
adopted at the first extraordinary
general meeting 2022 (2022-
028); Legal opinions on the first
extraordinary general meeting
2022.

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 v Not applicable
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V. Directors, supervisors and senior management

1. General information

Shares Reason
heldatthe  Shares  Shares Other ~ Shares for the
beginning ~increased  decreased increases  held at share
ofthe  duing  during or  theend of increase
Office period theperiod theperiod  decreases  the period or
Name Position status  Gender Age  Temstartdate  Termend date (Shares) (Shares) (Shares)  (Shares)  (Shares)  decrease
YangYunlong  Chaiman hcumbent  Male 46 25December2020 24 February 2023 0 0 0 0 0 Notapplicable
Yuan Rui Vice chaiman hcumbent  Male 35 25December2020 25 November 2024 0 0 0 0 0 Notapplicable
LiZhi Xin Evecutive director hcumbent  Male 45 21December 2018 25 November 2024 0 0 0 0 0 Not applicable
LiZhi Xin General manager hcumbent  Male 45 26 November 2021 25 Noverber 2024 0 0 0 0 0 Not applicable
YaoYouling  Executive director, hcumbent ~ Male 59 26November 2021 25 Novernber 2024 0 0 0 0 0 Not applicable
deputy general manager
Wang QuanHong  Non-execufivedirector ~ Incumbent ~ Male 54 21December2018 25 November 2024 139,500 0 0 0 139500  Notapplicable
Ll Non-executive drector ~ Incumbent ~ Male 55 26 November 2021 25 November 2024 0 0 0 0 0 Not applicable
TangQngBn  Independentdirector  Incumbent  Male 59 21 December 2018 25 November 2024 0 0 0 0 0 Not applicable
SongZhiWang  Independent drector ~~ Incumbent ~ Male 59 21December 2018 25 November 2024 0 0 0 0 0 Not applicable
Gaizhonglie  ndependentdiector  Incumbent  Male 60 21December 2018 25November 2024 0 0 0 0 0 Not applicable
Liu Shu Bao Chairman of the Icumbent ~ Male 52 120ctober2021 11 October 2024 0 0 0 0 0 Not applicable
supenvisory board
LiuChengAn~ Supervisor hcumbent - Male 49 120ctober2021 11 October 2024 0 0 0 0 0 Not applicable
LiJingwei Supenisor hcumbent ~ Male 40 21 September 2022 11 October 2024 0 0 0 0 0 Not applcable
HaoYunfeng  Deputygeneralmanager cumbent  Male 49 26November 2021 25 November 2024 0 0 0 0 0 Not applicable
HaoYunFeng  Financial controller hcumbent — Male 49 13August202t 25 November 2024 0 0 0 0 0 Not applicable
Thang QuanJun  Deputy general manager Incumbent  Mle 52 26November 2021 25 November 2024 0 0 0 0 0 Notapplcable
ThaoXiaoTong  Deputygeneralmanager Incumbent — Male 31 26 November 2021 25 November 2024 0 0 0 0 0 Notapplicable
thaoXiaoTong  SecretaytotheBoard  ncumbent  Mae 31 15May200 25 November 2024 0 0 0 0 0 Not applcable
LinJun Supervisor Departure ~ Male 43 120ctober2021 21 September 2022 0 0 0 0 0 Notapplicable
Tota - - - - - - 139,500 0 0 0 139500 -

Note: Mr. Yang Yunlong, Chairman of the Company, resigned on 24 February 2023. On the same day, the Company held
the fourth interim meeting of the seventh Board of Directors and elected Mr. Yuan Rui as Chairman of the 7th Board of
Directors of the Company.
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Any department of directors or supervisors within their terms of office, or any dismissal of senior management
during the reporting period

v Yes O No

During the Reporting Period, Mr. Lin Jun, the former supervisor of the Company, resigned as a supervisor of the
seventh Board of Supervisors of the Company due to personal work arrangements and other reasons.

The original term of office of Mr. Lin Jun for the above positions should expire on 11 October 2024.
Change of Directors, Supervisors and Senior Management

v Applicable O Not applicable

Name Position held Type Date Reason

Lin Jun Supervisor Departure 21 September 2022 Resigned as supervisor due to
personal work arrangement.

Li Jingwei Supervisor Election 21 September 2022 Election of General Meeting and
board of supervisors.

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 Rules
Governing the Listing of Securities on the SEHK (the “Listing Rules”). There is no financial, business, family or other
material/relevant relationship between the directors.
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(1) Members of the Board

Executive Directors:

Mr. Yang Yun Long, male, Chinese, born in June 1976, is a holder of a bachelor’s degree and a CPC Party
member. once served as the CPC Branch Secretary of the State-owned Assets Supervision and Administration
Bureau of Shouguang City and the Management Office Manager of Hou Town Marine Chemical Industrial
Park of Shouguang Binhai (Yangkou) Economic Development Zone. Currently served as the Chairperson
and manager of Shouguang Jinxin; Executive Director and General Manager of Shouguang Gold Investment
Property Management Co., Ltd.; Executive Director and Manager of Shouguang Jintou Cultural Industry
Development Co., Ltd.; Executive Director and General Manager of Shouguang Jintou Non-financing
Guarantee Co., Ltd.; also a director of Kunpeng Asset Management Co., Ltd.; a director of Shouguang
Zhangnongshang Village Bank Co., Ltd.; a director of Shouguang Jintou Agricultural Science and Technology
Development Group Co., Ltd.; a director of Lushang Life Service Co., Ltd.; the Chairperson of Shouguang
Industrial Investment Holding Group Co., Ltd.; the Chairperson and manager of Shouguang Molong Holding
Co., Ltd. From November 2020 to February 2023, served as executive director and Chairperson of the
Company.

Mr. Yuan Rui, male, Chinese, born in February 1987, is a holder of a bachelor’s degree and a CCP party
member. once served as the deputy chief and the chief of Shouguang Municipal People’s Government
Office; currently the Chairperson of Shouguang Financial Investment Group Co., Ltd.; concurrently a director
of Shouguang Jinxin; a director of Shouguang Industrial Investment Holding Group Co., Ltd.; supervisor and
director of Shandong Boyuan Pharmaceutical Chemical Co., Ltd.; the director and supervisor of Shandong
Longxing Plastic Film Technology Co., Ltd.; serve as supervisor of Kunpeng Asset Management Co., Ltd;
Supervisor of Shandong Shouguang Rural Commercial Bank Co., Ltd.; a director of Shouguang Molong
Holdings Co., Ltd.; from November 2020 to February 2023, served as director and vice Chairperson of the
Company; since February 2023, served as director and Chairperson of the Company.

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 0O O O 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 (DO OO0 OO OO O), a member of the
Party Committee, director and deputy general manager of Luyin Investment Group Co., Ltd. (DO OO OO
0000 00). Heis currently an executive director and deputy general manager of the Company.
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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
nonexecutive 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, a CPC member, master’s degree in economics,
currently serving as an associate professor of the accounting specialty of Weifang Vocational College, is
a CPA, a Certified Public Valuer, 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 Stateowned 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 Director:

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. (0000 OO OO), 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.

Mr. Song Zhi Wang, male, Han ethnicity, born in September 1963, is a senior economist with a master’s
degree in business administration. once served as 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. (DO O OO0
0000O0000). a deputy-director member of Shandong Insurance Industry Reform and Development
Expert Advisory Committee, 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, a president of Shandong Insurance Intermediary Association, a vice president of Shandong
Rural Vitalization Research Association and a vice president of Jinan Logistics and Supply Chain Society; once
served as Independent Director of the Company since December 2018.
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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. 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 in Beijing, and serving as
Independent Director of the Company since December 2018.

(2) Members of the supervisory board

Mr. Liu Shubao, male, Chinese, Han ethnicity, born in April 1970, received education up to a higher
education level. He joined the Company in 1990 and successively served as an accounting officer in the
finance department of the Company, and a finance officer, head of the audit department of Weihai
Baolong. He is currently the head of audit department and the chairman of the supervisory board of the
Company.

Mr. Li Jingwei, male, Chinese nationality, Han nationality, CPC member, born in August 1982, bachelor’s
degree, graduated from Shandong University with a major in finance, and won honors such as Excellent
Certified Public Accountant in Shandong Province, Excellent Party Worker in Certified Public Accountant
Industry in Weifang City, and Excellent Young and Middle-aged Expert in Kuiwen District of Weifang City;
currently a partner of Yongtuo Certified Public Accountants and has been a supervisor of the Company since
September 2022.

Mr. Liu Cheng An, male, Chinese, Han ethnicity, born in March 1973, a CPC member and Doctor in Law,
once served in positions such as the vice president of the Supreme People’s Court of Shandong Province and
third-level senior judge; currently a teacher at the School of Law in Shandong Jianzhu University, a council
member of Shandong Association of Engineering Law and the vice Chairperson of Shandong Association of
Insurance Law, and serving as a supervisor of the Company since October 2021.

(3) Senior Management

Mr. Zhang Quan Jun, male, Han ethnicity, born in August 1970. Joining Shandong Molong in 1992, he
served as a deputy manager and manager at the central plain branch of the sales company, a manager at
the central China branch of the sales company, a branch manager of the sales company, a manager at the
technical services department of the sales company, and a deputy general manager of the sales company.
He currently serves as a deputy general manager of the Company and the general manager of the sales
company.

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 (OO 0D 00000000
0 0 0O) and a finance director and a financial controller of its subsidiaries, a financial controller of Shandong
Yingli Industrial Co., Ltd. (00O OO0 OO 0O0O), a deputy general manager and a financial controller of
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a financial controller of the Company.
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Mr. Zhao Xiao Tong, male, Han ethnicity, born in August 1991, is a CCP party member and holds a

bachelor’s degree in economics. He worked with Shandong Chenming Paper Holdings Limited (0 O O
00000000000) successively as a manager at the securities investment department and the
representative of securities affairs, and served as the representative of securities affairs of Shandong Molong.

He is currently a deputy general manager and the secretary to the Board of the Company.

Details of the Company’s general manager, Mr. Li Zhi Xin, and deputy general manager, Mr. Yao You Ling,
please refer to (1) Members of the Board in this section.

Employment with shareholder entities

v Applicable

Name of
employee

Yang Yun Long

Yuan Rui

O Not applicable

Name of
shareholder entity

Shouguang Molong

Holdings Co., Ltd.

Shouguang Molong
Holdings Co., Ltd.

Explanation of details of employment with

shareholder entities

Positions held at

shareholder entity Term start date
Chairman of the 1 October 2020
board of

directors and general

manager

Director 1 October 2020

=
I

Details of employment with other entities

v Applicable

Name of
employee

Yang Yun Long

Yang Yun Long

Yang Yun Long

O Not applicable

Name of
Other Companies

Shouguang Financial
Investment Group Co., Ltd.
(CooDooOooooooo
o)

Shouguang Jintou Asset
Management Co., Ltd. (O O
ooooooooooo)
Shouguang Jintou Culture
Industry Development Co.,
ld.(COO00000000
goooo)

Positions held in
other companies

Chairman

Executive director
and general
manager
Executive Director

1 July 2017

1July 2017
and General
Manager

Term start date

1 September 2017

Term end date

Termend
date

29 August 2022

Entitlement to
compensation
and allowances
from shareholder
entity

No

No

Entitlement to
compensation
and allowances
from any

other entity

Yes

No

No
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Name of
employee

Yang Yun Long

Yang Yun Long

Yang Yun Long

Yang Yun Long

Yang Yun Long

Yang Yun Long

Yang Yun Long

Yuan Rui

Yuan Rui

Yuan Rui

Yuan Rui

Name of
Other Companies

Shouguang Jintou Non
Financing Guarantee Co., Ltd.
(Dboooooooooo
ooo)

Shandong Shouguang Jinxin
Investment Development
Holdings Group Limited (0 O
goobooboooooa
oooo)

Kunpeng Asset Management
Co, ltd.(DODOOOOO
oooo)

Shouguang ZRCB Country
Bank Co., Ltd. (DOOOOO
goooooooo)
Shouguang Jintou Agricultural
Technology Development
Group Co., Ltd. (OO OO0
gooooooboobDon
Shouguang Industry
Investment Holding Group
Co,ltd.(DDDODOOO
gooooon)

Lushang Life Service Co., Ltd.
(Dooocooooooon)
Shouguang Financial
Investment Group Co., Ltd.
(DODooOoooooooo
o)

Shouguang Financial
Investment Group Co., Ltd.
(Dooooooooooo
o)

Shandong Longxing Plastic
Film Technology Co., Ltd. (O
gooooooboobDon
o)

Shandong Shouguang Jinxin
Investment Development

Positions held in
other companies

Executive director
and general
manager
Chairman of the

board of director
and manager

Director

Director

Director

Chairman

Director

Director

Chairman

Chairperson of
the Board of
Supervisors

Director

Term start date

1 July 2017

15 February 2019

1 June 2020

4 December 2020

16 December 2021

16 February 2022

27 September 2022

1 September 2017

29 August 2022

1 September 2018

15 February 2019

Term end
date

29 August 2022

Entitlement to
compensation
and allowances
from any

other entity

No

No

No

No

No

No

No

Yes

No

No

Holdings Group Limited (U U
oooooooooogd
oooo)
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Name of
employee

Yuan Rui

Yuan Rui

Yuan Rui

Yuan Rui

Wang Quan Hong

LiuJi Lu

Tang Qing Bin

Tang Qing Bin

Tang Qing Bin

Song Zhi Wang

Song Zhi Wang

Song Zhi Wang

Name of
Other Companies

Shandong Boyuan
Pharmaceutical & Chemical
Co,ltd.(DODDDOODO
ooooono)

Kunpeng Asset Management
Co,ltd.(DODOOCOOO
oooo)

Shandong Shouguang Rural
Commercial Bank Co., Ltd. (O
opboboOobOobooboo
ooo)

Shouguang Industry
Investment Holding Group
Co,ltd.(DODOOOOO
gooooon)

Great Wall Asset Management
Co., Ltd., Shandong Province
Branch(COODOOOOOO
goooooooan)
Weifang Vocational College
(oooooo)

Beijing Zhongzheng Tiantong
Certified Public Accountants
(Doooooooooon)
Jinan Pulishian Enterprise
Management Consulting Co.,
ltd. (0000000000
ooooono)

Lucion Venture Capital Group
Co,ltd.(DODDOCOOO
oooooao)

Shandong Jiuan Insurance
Broker Co., Ltd. (00O OO
ooooooooo)

Shandong Jiu'an Investment
Management Co., Ltd. (O O
ooooooooon)
Shandong Juan Siwei Risk
Management Consulting Co.,
ltd. (0000000000
000068

Positions held in
other companies  Term start date

Director 1 March 2020
Supervisor 1 June 2020
Supervisor 24 September 2021
Director 16 February 2022
Senior manager 1 February 2000
Associate 1 November 2010
professor

Senior partner 8 November 2002

Executive Director 19 April 2017
and General
Manager

Independent 1 January 2019
director

Chairman of the 1 March 2003
board of directors

and general

manager

Executive director 21 March 2014

Executive director 21 March 2014

Termend
date

Entitlement to
compensation
and allowances
from any

other entity

No

No

No
No
Yes

Yes

Yes

No

Yes

Yes

No

No
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Entitlement to
compensation
and allowances
Name of Name of Positions held in Term end from any
employee Other Companies other companies Termstartdate  date other entity
Song ZhiWang  Shandong Jiuan Juzheng Chairman 21 June 2016 — No
Insurance Assessment Co.,
ltd.(D0OOOOOOOO
gooooo)
Song ZhiWang  Shandong Qi‘an Health Executive director 6 September 2016 — No
Management Co., Ltd. (O O and general
gooooooooo) manager
Song ZhiWang  Shanghai Angi Artificial Executive director 27 September 2019 — No
Intelligence Technology Co.,
ltd. (OOOOOOOOOO
gooo)
Song ZhiWang  Guoyu Dehui Equity Director 2 April 2020 — No
Investment Management
(Shandong) Co., Ltd. (0O O
gooooomoomo
oo
Cai Zhong Jie Beijing Jincheng Tongda Senior partner 1 September 2014 — Yes
(Jinan) Law Firm (0O O 0O
moomoooo)
Liu Cheng An Shandong Jianzhu University ~ Teacher 1 July 2020 — Yes
(ooooo)
Li Jingwei Yongtuo CPAFm (DO OO General Partner 25 January 2017 — Yes

oooo)

Details on employment with any other entity

Nil

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

O Applicable v Not applicable

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
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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.

3. Actual payment
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VI. Discharge of duties by directors during the reporting period

1. Board meetings in the current reporting period

Session of meeting Date of meeting

1st extraordinary 30 March 2022
meeting of 7th

session of the

Board of Directors

2nd meeting of 7th 28 April 2022
session of the

Board of Directors

2nd extraordinary 17 August 2022
meeting of 7th

session of the

Board of Directors

3rd meeting of 7th 30 August 2022
session of the
Board of Directors

4th meeting of 7th 27 October 2022
session of the
Board of Directors

Date of Disclosure Meeting resolutions

31 March 2022

Not applicable

18 August 2022

31 August 2022

28 October 2022

Announcement on resolutions adopted on the first
meeting of the seventh session of the Board of Directors
(Announcement No.: 2022-004). 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).

Review and adopt the First Quarterly Report of 2022.

Announcement on resolutions adopted at the 2nd
extraordinary meeting of the seventh session of the
Board of Directors (Announcement No.: 2022-020).
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 resolutions adopted at the 3rd
meeting of the seventh session of the Board of Directors
(Announcement No.: 2022-022). 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 resolutions adopted on the 4th
meeting of the seventh session of the Board of Directors
(Announcement No.: 2022-030). 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
meetings shall be Number of Number of Number of Number of ~ Failure to attend Number of
attended during ~ board meetings  board meetings  board meetings hoard  two consecutive general
the current attended attended via attended by meetings  board meetings meetings
Name of Director reporting period in person ~ telecommunications  representatives absent in person attended
Yang Yun Long 5 5 0 0 0 No 2
Yuan Rui 5 5 0 0 0 No 2
Li Zhi Xin 5 5 0 0 0 No 2
Yao You Ling 5 5 0 0 0 No 2
Wang Quan Hong 5 0 5 0 0 No 2
LiuJiLu 5 0 5 0 0 No 2
Tang Qing Bin 5 0 5 0 0 No 2
Song Zhi Wang 5 0 5 0 0 No 2
Cai Zhong e 5 0 5 0 0 No 2

Information about failure to attend two consecutive board meetings in person
Not applicable

3. Directors’ disagreement on matters raised to the Company

Whether the directors raised any disagreement on matters to the Company
0O Yes v 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
v 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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VIl. Information of the special board committees during the reporting period

Particulars
Number of Performance  of matters
Name of meetings Date of Important advice and of other opposed
committee Members held  meeting Agenda recommendations given  duties (if any)
Audit committee  Tang Qing Bin, 6 18 March 2022 To listen the report of Debriefing to the CPA — —
Song Zhi Wang, audit work by the auditor.  on audit work.
Cai Zhong Jie 30 March 2022 To consider the Full Texts  Agreed to submit the — —
and Summary of the relevant proposal to the

Annual Report 2021, the  board of directors for
Self-assessment Report consideration.
on Internal Control
2021, the Annual Profit
Distribution Proposal 2021,
and the Proposal for the
Reappointment of Audit Firm
for 2021.
28 April 2022 To consider the Full Texts  Agreed to submit the — —
and Main Body of the First  relevant proposal to the
Quarterly Report 2022. hoard of directors for
consideration.
30 August 2022 To consider the Full Texts  Agreed to submit the — —
and Summary of the Interim  relevant proposal to the
Report 2022. board of directors for
consideration.
27 October 2022 To consider the Third Agreed to submit the — —
Quarterly Report 2022. relevant proposal to the
hoard of directors for
consideration.
23 December 2022 To communicate with the  Agreed with the accountants — —
auditor in respect of the  on the year-end audit plan.
year-end audit plan for

2022.
Remuneration  Yang Yun Long, 1 30 March 2022 To consider the Agreed to submit the — —
and evaluation  Tang Qing Bin, Remuneration Policy for relevant proposal to the
committee Song Zhi Wang, Directors, Supervisors and ~ board of directors for
Cai Zhong Jie Senior Management 2022, consideration.

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

O Yes v 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)

Number of employees serving the major subsidiaries as at the end of the reporting

period (persons)

Total number of serving employees as at the end of the reporting period (persons)

Total number of paid employees in the current period (persons)

Number of retired employees whose expenses are borne by the parent company and

major subsidiaries (persons)

Professional structure

1,640

861

2,501
2,501

Number of individuals

Type of professional structure (persons)
Production personnel 2,168
Sales personnel 65
Technicians 34
Financial staff 31
Administrative staff 203
Total 2,501

Education level
Type of education level

Quantity (persons)

Master and above 34
Bachelor’s degree 164
Junior college 510
Technical secondary school (high school) qualifications and below 1,793
Total 2,501

2. Remuneration policy

(1) 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;

(2)  Based on the premise of stabilizing employees’ income and encouraging them to work more and get more,
and taking fairness and reasonableness as the principle, the Company should ensure the stable income
of their basic salary, link their pay with performance level, fully mobilize their enthusiasm and sense of
responsibility, and make their payroll in line with the pay scale of the industry and type of work in society,

which is more attractive to the outside world and more stimulating to the inside;
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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
well as quality, safety, technique systems, the Company also continuously improves the internal training
mechanism by establishing a team of internal trainers, organising internal staff training programmes,
increasing training efforts, optimising training results, and making constant adjustments and update
according to the training results;

(3) Depending on the actual circumstances and based on the requirements of specific posts, the Company
organises and enrolls external professional training programmes on an irregular basis so as to improve staff
achievements and job competence. The Company also engages external trainers on an irregular basis to
provide collective training for management personnel of the Company, in order to continuously raise their
management skill and professionalism and enhance competitiveness of the Company;

(4)  To further improve the governance of corporate systems, the Company adopts various training approaches
to promote staff development and help them plan reasonable career paths, enhance staff cohesiveness,
create good learning-oriented corporate culture, and boost shared development of employees and the
Company.

4. Labor outsourcing

0O Applicable v Not applicable
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XI.

XII.

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
dividends

O Applicable v Not applicable

Distribution of cash dividends not proposed when the Company was profitable during the reporting period and the
parent company had positive profits distributable to shareholders

0O Applicable v Not applicable
Profit distribution and conversion of capital reserves into share capital during the reporting period
0 Applicable v Not applicable

The Company has no plan to distribute cash bonus, no issuance of bonus share and no capital reserve capitalisation.

Implementation of the stock incentive plan, employee shareholding plan or
other employee incentive measure of the Company

O Applicable v Not applicable

There was no stock incentive plan, employee shareholding plan or other employee incentive measure and its
implementation during the reporting period.

Establishment and implementation of internal control system during the
reporting period

1. Establishment and implementation of internal control system

The board of directors of the Company has established a sound and effectively implemented internal control
system, assesses its effectiveness and truthfully discloses the assessment report on internal control in accordance
with the requirements of the Standardised Internal Control System for Companies. The supervisory board
supervises the board of directors in the establishment and implementation of internal control. The management is
responsible to organise and lead the daily operation of internal control.

The board of directors of Company has established an audit committee which shall be responsible to review the

internal control of the Company, supervise its effective implementation and the self-assessment on internal control,
and coordinate the audit of internal control and other relevant matters.
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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 v No

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

Issues
experienced

Progress in the
Consolidation of the course of Solution Progress of Follow-up
Name of company plan  consolidation  consolidation taken the solution  solution plan
Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable  Not applicable
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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

Category

Qualitative standard

1 April 2023

cninfo (http://www.cninfo.com.cn)

98.50%

99.77%

Standards for deficiency identification

Financial reporting

Signs of financial reporting great defect
include: fraud of the company directors,
supervisors and senior management
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.

Non-financial reporting

Non-financial reporting signs of major defects
including: violate national laws and regulations or
normative documents, making major decisions,
lack of procedure is not scientific, lack of system
can lead to systemic failure, significant or
important defects can't get the rectification and
other significant negative impact on the company.

Other circumstances according to the influence

degree were identified as important defects or
defects in general.
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Category

Quantitative standard

Number of significant
deficiencies in financial
reporting

Number of significant
deficiencies in
nonfinancial reporting
Number of material
deficiencies in financial
reporting

Number of material
deficiencies in
nonfinancial 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 (0.2% 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).

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 report produce
negative impact; Enterprise key positions and
personnel erosion is serious; Negative news
frequently exposed by the media. Important
defects refer to the direct property losses (inclusive)
in RMBO.5 million — RMB5 million, signs include:
fined by the national government, but have not
produced a negative impact on the regular report
of the Company; The media exposure and have

a negative impact. General deficiency refers to
the direct property losses under RMBO.5 million,
signs include: punished (provincial) the following
government departments at the provincial level
but have not produced a negative impact on the
regular report of the Company.
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2. Audit report on internal control

v Applicable O Not applicable

Extract of auditors’ opinion in the audit report on internal control
In our opinion, Shandong Molong maintained effective internal control system for financial reporting in all material
respects as at 31 December 2022 in accordance with the Basic Norms for Enterprises Internal Control and the
requirements of other relevant laws and regulations.

Disclosure of audit report on internal control Disclosed

Date of disclosure of the full texts of the audit report on internal control 1 April 2023

Reference of disclosure of the full texts of the audit report on internal control http://www.cninfo.com.cn
Type of opinion on the audit report on internal control Standard unqualified opinion
Any significant deficiencies in non-financial reporting No

Whether accounting firm issued non-standard auditors’ report on internal control
O Yes v No

Whether the opinion of auditor on internal controls from the accounting firm is in line with the Board's self-
assessment report

v Yes O No

XV. Internal investigation and rectification in relation to the special action for the
governance of listed companies

Not applicable
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XVI.

Disclosures in accordance with the Listing Rules of the SEHK

Results

The Group's revenue and the financial positions of the Group and of the Company for 2022 are set out in the
financial statement contained in the “Financial Report” section of this report.

Financial Highlights

A summary of the results and of the assets and liabilities of the Group for the past five financial years is as follows:

Results

Total Operating Income
Operating (loss)/profit

Total (loss)/profit

Net profit/(loss)

Minority interests

Net (loss)/profit attributable
to shareholders of the parent
company

Basic (loss)/earnings per share
(RMB)

Assets and liabilities

Gross Assets
Total liabilities
Net Assets

2022
RMB’000

2,765,645
(441,513)
(446,042)
(448,935)

(23,966)
(424,970)

(0.53)

2022
RMB’'000

4,038,606
3,128,252
910,353

For the year ended 31 December

2021
RMB’000

3,734,463
(361,115)
(362,057)
(368,420)

(403)
(368,018)

(0.46)

2020
RMB’000

3,009,719
38,175
17,529
11,455

(20,723)

32,179

0.04

2019
RMB’000

4,388,904
(189,049)
(215,227)

(224,908)
(28,599)

(196,309)

(0.25)

For the year ended 31 December

2021
RMB'000

4,457,611
3,097,863
1,359,748

2020
RMB'000

5,175,636

3,374,066

1,801,570

2019
RMB’'000

5,735,752
3,946,792
1,788,960

2018
RMB’000

4,452,015
69,123
61,163

102,406
9,930
92,476

0.12

2018
RMB'000

6,607,537
4,593,377
2,014,160
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3. Changes in share capital

For details of changes in the share capital of the Company for 2022, please refer to the section headed “Changes
in shares and shareholders”.

4. Reserves and Distributable Reserves

Details of changes in the reserves and distributable reserves of the Group in 2022 are set out in the sub-section
headed “Undistributed Profits” under “Explanatory Notes to the Financial Statements Line Items” in the financial
report.

5. Property, plant and equipment

Details of changes in the property, plant and equipment of the Group for 2022 are set out in the section of
financial report.

6. Capitalised Interests

During 2022, the Group capitalised interests of RMB nil.

7. Service contracts or letters of appointment of directors and supervisors

Each of the Directors and Supervisors (including the independent non-executive Directors and the Supervisors) has
entered into a service contract or letter of appointment with the Company. None of the Directors or Supervisors
has entered into any service contracts with the Company which is not determinable by the Company within one
year without payment compensation (other than statutory compensation).

8. Special committees

Details of the Strategy Committee, the Nomination Committee, the Audit Committee and the Remuneration
Committee established under the Board are set out in the “Corporate Governance” section of this report.

9. Continuing connected transactions

In 2022, the Company had no connected transaction that must be disclosed under the Listing Rules and none
of the related party transactions disclosed in the “Financial Report” section in this report constituted disclosable
connected transactions under the Listing Rules. The Company confirms that the disclosure requirements under
Chapter 14A of the Listing Rules were met.
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10.

1.

12.

13.

14.

Directors’, supervisors’ and chief executive’s interests in securities under the
securities and futures ordinance of Hong Kong

As at 31 December 2022, interests of the Directors, Supervisors and chief executive of the Company in the shares,
underlying shares or debentures of the Company or any of its associated corporations (within the meaning of Part
XV of the SFO (the “SFO")), which were required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they are taken or deemed
to have under such provisions of the SFO) or which will be required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which will be required pursuant to the Model Code for Securities
Transactions by Directors of Listed Company as set out in Appendix 10 of the Listing Rules, to be notified to the
Company and to the Stock Exchange, were as follows:

Long positions in the Shares of the Company

percentage in

Number of Percentage of the total
Name Type of interest A shares A shares registered capital
Wang Quan Hong Beneficial interest 139,500 0.03% 0.02%

Save as disclosed above, to the best knowledge of the Directors, Supervisors and chief executive, none of the
Directors, the Supervisors or chief executive had any interests or short position in shares, underlying shares or
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO),
which will have to be notified to the Company and the Stock Exchange under Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they are taken or deemed to have under the SFO) or will
be required pursuant to section 352 of the SFO to be entered in the register referred to therein, or which will
be required pursuant to the Model Code for Securities Transactions by Directors of Listed Company as set out in
Appendix 10 of the Listing Rules, to be notified to the Group and to the Stock Exchange.

Annual compensations of directors, supervisors and senior management

For details of compensations of the current directors, supervisors and senior management paid by the Company in
2022, please refer to the sub-section headed “Remuneration of Key Management Personnel” under the section
headed "“Financial Report”.

Directors’ and supervisors’ rights to acquire shares or debentures

None of the Directors or Supervisors of the Company or any of their respective associates (as defined under the
Rule 1.01 of the Listing Rules) was granted by the Company or its subsidiaries any right to acquire benefits by
means of the acquisition of shares in or debentures of the Company or had exercised any such right in 2022.

Share Scheme

The Company does not operate any share scheme

Substantial shareholders

Details.are set out.in the sub-section headed._”Profiles of shareholders. and. the actual controller” under the section

headed “Changes in shares and shareholders” in this annual report.
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15. Directors’ and supervisors’ interests in transactions, arrangements and contracts

No directors or supervisors or any entity related to any of the directors of the Company has directly or indirectly
interested in any transaction, arrangement or contract to which the Company or any of its subsidiaries is a party
that has not been or has been in force in 2022 or at the end of 2022, and has a material relationship with the
business of the Group.

16. Material contracts

No contract of significance has been entered into between the Company (or any of its subsidiaries) and the
controlling shareholders of the Company (or any of their subsidiaries), and no contract of significance for the
provision of services to the Company (or any of its subsidiaries) by any of the controlling shareholders of the
Company (or any of their subsidiaries) has been entered.

17. Purchase, sale or redemption of securities
None of the Company or any of its subsidiaries has purchased, sold or redeemed any listed securities of the
Company during 2022.

18. Pre-emptive rights
There is no provision for pre-emptive rights under the articles of association of the Company or the laws of the
PRC which would oblige the Company to offer new shares on a pro rata basis to existing Shareholders.

19. Corporate governance

The principal Codes on Corporate Governance adopted by the Company are set out in the section headed
“Corporate Governance” in this report.

20. Sufficiency of Public Float

According to information publicly available to the Company and to the best knowledge of the Directors, the
Directors confirmed that the Company has maintained a sufficient public float throughout the current year and up
to the date of this report.

21. Gearing ratio

The Group’s gearing ratio was approximately 77.46% (2021: approximately 69.50%) which is calculated based
on the Group's total liabilities of approximately RMB3,128,252 thousand (2021: approximately RMB3,097,863
thousand) and total assets of approximately RMB4,038,606 thousand (2021: approximately RMB4,457,611
thousand).

22. Contingent liabilities

As at 31 December 2022, the Group did not have any contingent liabilities except those disclosed in the
“Commitments and Contingencies” in this report.
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23.

24,

25.

26.

Material investments, acquisitions and disposals

For the year ended 31 December 2022, save as disclosed in this report, the Group did not carry out any major
acquisitions or disposal of subsidiaries and associates or major investments, nor did it plan to make major
investments or purchase capital assets in the future.

Tax concessions and exemptions

The Company is not aware of any tax concessions provided to shareholders due to their holding of the Company’s
listed securities.

Equity-linked agreements

The Company has not entered into any equity-linked agreements at the end of the year ended 31 December 2022
or at any time during the year.

Business review

Key financial and business performance indicators

Key financial and business performance indicators comprise profitability growth, return on equity and gearing
ratio. Details of the analysis are set out in the section headed “Management Discussion and Analysis” in this
annual report.

Risk Management

It is a development strategy of the Group to establish a risk management system covering all the business segments
that monitors, assesses and manages various risks in the Group's activities. The management has identified the
major risks of the Group and regularly reviews its exposure to industry, policy, operational and currency risks.

Sustainability initiatives

The Group has been committed to contributing to the sustainability of the environment and maintaining a high
standard of corporate social governance essential for creating a framework for motivating staff and promoting
sustainable relationships with customers, suppliers, service vendors, regulators and shareholders, and contributes
to the community in which we conduct our businesses for creating a sustainable return to the Group. The Group
has implemented energy saving practices in offices and branch premises where applicable.

We have compliance and risk management policies and procedures, and members of the senior management are
delegated with the continuing responsibility to monitor adherence and compliance with all significant legal and
regulatory requirements. These policies and procedures are reviewed regularly. As far as the Company is aware,
it has complied in material aspects with the relevant laws and regulations that have a significant impact on the
business and operation of the Company and its