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Chairman’s Statement
FEHRE

Dear our respectful shareholders,

Risun respectfully informs our respectful shareholders and investors that
there are numerous channels through which company information are
disclosed through the company’s official website, the HKEXnews website
of the Hong Kong Stock Exchange, the company’s annual reports, ESG
reports, the company’s announcements, results press releases, general
meetings, roadshows, etc. These reports may satisfy those normal
investors, but for those who are long-term investors investing in Risun,
growing together with Risun, helping Risun achieve higher and dream
bigger, then what they need is a deeper and wider understanding of
Risun, a full, clear and systematic corporate image of whom Risun is,
our history, the motivation behind Risun’s founder, the choices we face
as entrepreneurs, whether Risun can succeed, and whether Risun will
keep up with our success. To report to our respectful shareholders and
investors our work in the past year, reflect on our highs and lows for the
year, and look forward to a better performance in an open manner is
both necessary and effective. We will lay out in detail for our respectful
shareholders and investors, Risun’s dream, mission, vision, the logic
of our growth, our values, methodology, worldview, and corporate
philosophy. We hope to receive your great concern, humbe guidance,
criticism and feedback.

.  RISUN’S STORY

The business of the Risun Group comprises coke and coking
chemicals, refined chemicals, operation management services,
trading and hydrogen products. These business segments are
inter-related, provide mutual support and form synergies to create
the expansive industry presence of the Risun Group.
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1. Composition of Risun’s Business

1M

Coke and coking chemicals business is Risun’s
core business segment, providing support for
Risun’s rapid development for 27 years since our
founding

Table 1: Past 3 years operation data of the coke and
coking chemicals business of the Risun Group

Unit: "0,000 tonnes, RMB00 million

Chairman’s Statement
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1. JBRSEBRIEAK
(1) HILEXREBHIEE

¥ BAXE-TLEFR
XETRBEHREER

RBBREEERT=
FREYE

7 - B ETARE

Production/

Processing World (China)

volume Revenue Gross Profit Market share

Z2R(PE)

E/MI& 'ON ER DEES

2019 20194 877 86.21 14.02 1.4%(2.0%)
2020 20204 1,113 87.16 24.61 1.7%(2.4%)
2021 20214 1,105 159.01 37.01 1.7%(2.4%)
2020 YOY Growth 20204 [A] L& 1.1% 75.5% 0.4%
2021 YOY Growth 20214 [A LK 82.4% 50.4% 0.0%

Note: China’s total coke production volume in 2021 was
465 million tonnes.
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Refined chemicals business is the second major (2) RHIELIEXRMEBENE
segment of Risun TRZBEEH
Table 2: Past 3 years operation data of the refined FoMBRSEB I TR =
chemicals business of the Risun Group FREHE

Unit: °0,000 tonnes, RMB’00 million By HIF - ST AR

Production volume Revenue Gross Profit
EE PN ESV

2019 20194 355 71.56 8.38
2020 20204 368 58.45 3.87
2021 20214 386 125.79 12.10
2020 YOY Growth 2020F [RItHIE K -18.3% -53.8%
2021 YOY Growth 2021 FIIE K 115.2% 212.7%

Note: Within the refined chemicals business, Risun
produced hydrogen products. Details were explained
in point (5) and table (5) below.

Operation management services business is

a newly developed segment formed in 2014,
focused on industry empowerment and assisting
companies with business expansion

Table 3: Past 3 years operation data of the operation
management services business of the Risun Group

Unit: "0,000 tonnes, RMB00 million

©)

id ER#ETEXERR
BB AEESEE
oo FEEMERTX
E(B)RRK(O5)

EEEERKEER B
R2014F AL [
TERBEMBI D D T EK
RN £

RINEFG R BIE L B ARG
O =FREHE

B - B ETARKE

Production volume Revenue Gross Profit

EE 'ON EA
2019 20194 139 10.33 1.80
2020 20204 361 6.01 1.56
2021 20214 239 2.61 0.37
2020 YOY Growth 2020 [FAItb g & -41.8% -13.3%
2021 YOY Growth 2021 F Rt Ig & -56.6% -76.3%

Note: The decline in business volume of the operation
management services business in 2021 was due to
the completion of the acquisition of the Shandong
project in January 2021, which was subsequently
consolidated and its results have been included in
the coke and refined chemicals business segments.
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Chairman’s Statement

Progressive expansion of the trading business

Table 4: Past 3 years operation data of the trading
business of the Risun Group

Unit: "0,000 tonnes, RMB00 million

EEHE

(4) EBESEBZFEK - &R

RATBISREE 5 EMT =
FREYE

s - B ETARE

Business volume Revenue Gross Profit

5031 WA ER
20194F 20194 141 20.32 1.63
2020%F 20204 579 46.23 2.19
20214 20214 1,122 96.89 5.81
2020 YOY Growth 20205 [AIthIE & 127.51% 34.4%
2021 YOY Growth 20214 FILbiE & 109.58% 165.3%

Hydrogen products business (within the refined
chemicals busines) commenced in 2019 and
demonstrates significant progress

Table 5: 2021 operation data of the hydrogen products
business of the Risun Group

Unit: "0,000 cubic metres, RMB’00 million

(5) SEREXRB(FEMRBEMAL
TEFRR) B20195F
& BT HRES

REMBBEEBSREETR
2021 F 4L & BUR

B BULK  (ETTARKE

Business volume Revenue Gross Profit
EKE [ON EF
2021 20214 196 0.21 0.03
i 2021 ERE AT
Note: The hydrogen company’s external sales of hydrogen HERR196BL A
amounted to 1,960,000 cubic metres in 2021. oK o
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Chairman’s Statement
FEHRE

2. Risun’s development in coke and chemicals
industries

The Risun Group offers over 50 types of products under
five major categories. Our diverse product portfolio helps to
support the sustained growth of the performance of the Risun
Group.

Table 6: Past 3 years operation data of the Risun Group

Unit: "0,000 tonnes, RMB'000 million

JBRRERRR MAE TITEA
R

JBRG =B A A AMR50% [EE M
miE - BEZHMER - AFRX
BIRSEEEEERER -

=6 B EEI =R E B

Bl B ([ETARE

Net profit

Operation attributable Return Return
Year Ef volume Revenue  Gross profit toparent  onassets on equity
34 0N el ROA ROE
2019 2019F 1,512 188.42 13.63 6.80% 20.37%
2020 2020 2,421 197.85 16.53 6.76% 20.06%
2021 20215 2,852 384.30 26.13 7.05% 23.79%
2020 YOY Growth 020FAER 5.00% 21.28% -0.04% -0.31%
2021 YOY Growth 021 F A ER 94.24% 58.08% 0.29% 3.73%

Note: The significant increase in revenue in 2021 was due to: B

(i completion of the acquisition of the Shandong
business in January 2021 which was subsequently
consolidated.

(i) more centralised managment of purchases and sales

in 2021, which enhanced overall efficency.

(iii)  market prices for coke products and refined chemical
products were higher in 2021 than 2020.
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China’s overall coke production capacity is approximately
540 million tonnes with an industry scale of approximately
RMB1,600 trillion. In 2021, coke production was approximately
465 million tonnes with the industry operating at 86%
capacity; of which, independent coking chemicals occupied
a 73% share and a total industry scale of approximately
RMB940 trillion (data relating to coke production capacity and
industry scale were retrieved from the China Coking Industry
Association, production volume data was obtained from
Frost & Sullivan, while others including operating capacity,
independent coke and coking chemicals share in industry
scale were calculated based on statistics from the Group’s
market management department). Within China’s coke and
coking chemicals industry, there remains 24% production
capacity requiring renewal, conversion and upgrade to
greener, more environmentally friendly, more advanced
technology and a larger integrated industrial park with a
complete industrial chain, which represents a significant
opportunity for industry consolidation. Meanwhile, China’s
strict implementation of environmental and safety standards
and strong efforts at the provincial level in implementing
national standards is also driving industry consolidation. As
the top-ranked in the industry in terms of coking coal business
operations scale, Currently, Risun Group has a market share
of 2.4% in China, (note: market share calculated based on
coke supply volume of Risun in 2021/coke production volume
of China’s independent coke and coking chemical enterprises
in 2021) meaning that there is huge room for growth through
industry consolidation by merger and acquisition.

The refined chemicals business of the Risun Group
comprises two major categories, coke and coking chemicals
and petroleum chemicals, both of which has achieved
significant growth. As of 31 December 2021, Risun Group’s
annual processing volume of coal tar was approximately
1 million tonnes (including 300,000 tonnes under operation
management services), ranked third in China; coke oven
gas methanol was approximately 670,000 tonnes, ranked
first in China; industrial naphthalene phthalic anhydride was
approximately 160,000 tonnes, ranked first in China; coking
crude benzene was approximately 580,000 tonnes, ranked
first in China; caprolactam was approximately 340,000 tonnes,
ranked third in China.
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Chairman’s Statement
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Despite experiencing growth in production volume, revenue
and profits in the refined chemicals business in 2021 over
2020, the chemicals industry is China’s largest manufacturing
industry comprising over 1,200 types of products under four
primary categories, 17 secondary categories and 75 sub
categories with a scale of RMB14,450 trillion (scale data
retrieved from the China Petroleum and Chemical Industry
Federation and category data retrieved from the 2017 edition
of the National Economical Industry Classification), involving
almost every aspect of the national economy. It is an industry
that gives rise to major technologies and large enterprises,
for which Risun should strive for in the long term. Whether in
terms of scale, product type, ancillary service capacity, or
profitability, Risun still has huge room for improvement.

DEVELOPMENT OF ASSET-LIGHT BUSINESSES

Risun’s trading business

Risun’s trading business commenced in 2006. After over a
decade of development, it has become a significant business
of Risun.

Table 7: Growth in scale and profits of the trading business of
the Risun Group between 2019 to 2021

BRNBFZ2021F EL2020F £ T
EXmES - /A - FIBEEET
#BE EBITESEHDAK
$ 179 5E ~ 75/ME ~ 11,2008
fEEmBEEAK14,4508 &
TTARBHRENPEE — KRS
TEGREREE R B E A
{LBEIEEEE  DEHBERE
(BREBETED 201715
) ST HSRERCENRA
FE - REEEKREM - RAF
1T - BREEEREAEM - K
REM - BEEBEHRE  ER
&5 BER D - BFIgEH - #B
ﬁgﬁﬁﬁgﬁzﬁ °

HEERBHERR
1. BEREZER

TBF5 8 5 £ E IR 20064 + £
BTEFHEE  BEKXAERS
EEMEBIRE -

R7 2019F 2021 F B B E
SEBREMFIEE(CER

Unit: "0,000 tonnes, RMB’00 million 7 - B - BT ARK
2019 2020 2021
Business volume ¥%= 141 579 1,122
Revenue WA 20.32 46.23 96.89
Gross profit EH 1.63 2.19 5.81
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Risun’s trading business has three major functions: Firstly
to expand the Group’s current business scale, increase the
market share of the current business, expand market reach,
and ensure that the Company’s manufacturing business
achieves a leading volume of operation in the industry over
the years. Since its commencement, the trading business has
been characterised by its presence in the national and global
markets, allowing the Group to expand its vision; Secondly to
better discover prices and trends. Together with the Group’s
ownership of coking coal delivery warehouses and methanol
delivery warehouses, we are able to make use of the futures
market to manage price fluctuations, which not only helps to
increase our profitability, but also synergistically enhance the
profits of all products produced by the Group; Thirdly, the
trading business has expanded our presence across China
and the world, allowing us to discover better development
opportunities, developing our operation management
services business and conducting industry merger and
acquisitions. Currently, the trading business is developing its
coverage across China and gradually expanding worldwide
to establish a global market network, which will contribute to
the expansion of Risun’s business.

After 16 years of development, Risun’s trading business has
formed a stable commercial model, business model and profit
model, all of which are closed-loop and strictly regulated.
Business volume is growing gradually, and profits continue to
increase annually.
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Chairman’s Statement
FEHRE

2. Risun’s operation management services
business

Risun’s operation management services business
commenced in 2014. Two tables below set out basic
information and business growth of the Risun’s operation
management services in recent years.

2. JBEEEEIEMR

GE T

BB ELERRKEBZIRN
20144 « TEMEFRIETRPTE
FIEGELEERENELRS R
REBBRERL -

Table 8: General situation of the operation management KOG EBELEERBES
services business of the Risun Group [ RHIEARIF N
No.  Region Main facilities and scale Model Status Commencement Expiry
F%  HE IRRERK B e EREE ERER
1 Linfen, Shanxi 200,000 tonnes of hydrogenated benzene  Operation management services  Ceased operation April 2020 April 2020
AR NEEENE BEEERY EEER 2020F47 2020F47
2 Ruyang, Henan 500,000 tonnes of coke and coking Operation management services  Ceased operation June 2018 May 2019
chemicals
e SOEMEEL TR BEER 2018565 2019555
3 Pingdingshan, Henan 300,000 tonnes of processed coking tar ~ Operation management services  Currently under operation July 2018 -
TR NEWEERIT TR LkEE 21857A -
4 Zhangshu, Jiangxi 1.3 million tonnes of coke and coking Operation management services  Currently under operation  January 2020 -
chemicals
TERH 130EME( E2ERE fidischy 20617 -
5 Alxa League, Inner 1 million tonnes of coke and coking Operation management services  Currently under operation June 2019 -
Mongolia chemicals
REFLE 1008IEE( TR LkgEE 2019565 -
6 Dongming, Shandong 200,000 tonnes of caprolactam, 80,000 Operation management and Acquisition completed July 2019 December 2020
tonnes of cyclohexanone, 80,000 tonnes  subsequent acquisition
of Nylon 6, 260,000 tonnes of hydrogen
peroxide, 300,000 tonnes of acid
(L NEMCABE SEECE SRR TELERANE RESHE N19F78 2005128
6R6EMEEEK - 0EMRE
7 Yuncheng, Shandong 1.2 million tonnes of coking coal, 150,000 Operation management and Acquisition completed July 2019 December 2020
tonnes of synthetic ammonia, 300,000 subsequent acquisition
tonnes of nitric acid, 100,000 tonnes of
cyclohexanone, 140,000 tonnes of adipic
acid
W 120BBER  SEMAHE 0EME  RELEEANE BETRIE N19F7R 200F128

B 10BHRCH - UERD R
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Table 9: Growth in scale and revenue of the operation
management services business of the Risun Group

Unit: “0,000 tonnes, RMB’00 million

Chairman’s Statement

EEHE

RO JBF R BB S EEIRGER
BRI A Z{LIER

Bl B [ETARKE

2019 2020 2021
Business volume ES 139 361 239
Revenue WA 10.33 6.01 2.61

Risun’s operation management services business comprises
three models: operation management service for production
technology (responsible only for management of production
technology); operation management service for integrated
sales and marketing (responsible only for sales); and full
operation management service for sales, transportation,
production and supplies.

Risun’s operation management services model closely
resembles that of major hotel management brands in their
operation management of other hotels. For instance, a certain
international hotel management company operates and
manages close to 3,000 hotels across the world, of which
only 300 or 10% are self-built, and the other 2,700 or 90% are
owned by others who engage this international hotel company
for professional management.

Generally, Risun only assigns 20 to 60 personnel to an
operation management services project, and the company
under our operation management is supported by our strong
vertical integrated business model in the same way as
subsidiaries under the Group, allowing it to gradually achieve
the same level of profitability and general competitiveness as
our subsidiaries.

After eight years of exploration, Risun’s operation management
services business has gradually grown. From discovering
opportunities, to negotiations, our takeover of operations,
raising various standards to that of Risun Group, eventually
forming a complete set of system, methods, and processes. In
future, we will continue our steady expansion of the operation
management services business and increase the overall scale
of profits generated.

TR EENE S ER RIS EBS
—REpE - —BREERNH
EBEBEERK(RABLEERM
B —ERLEH-BLES
EERT(RABHERMNE
&) —ERH E E- itz
HRENELERRBERN

JBR%E & B IR IRIGE LUK R
REEE RN RIEEEEEME
EoBEBRLELE—RBEEEAR
B EREBEELEEIE T
3,000 85 + HF R 300X »
10%H)B/E A CIREERA
EH#2 700K * #190%H)H & B
RHAREE @ REMETEE
LB -

—RIERT - G EEEER
BEERFZLIK20-608 8 TR
BERNA] - EEEEREMNA T
REBEEERT AR —FES
EEBRAMER —BEEERK
AT RAIAER S ER B
BEFRRINBFIREN NG EHRFE
j] °

RBN\ENRR - BEEZER
RIGEBIR IR WERHE
g BISfEH - BRJERSES
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3. Why

our industry peers are willing to entrust

Risun for operation management

Our peers engage Risun to operate and manage their coke
and coking chemicals and refined chemicals businesses
based on the following considerations:

)

2021 ANNUAL REPORT

Pressure on environmental protection and safety

Environmental protection and safety are the first lifelines
for the coking and chemical industries. With the strict
implementation of national regulations on environmental
protection and safety in various provinces and cities,
all enterprises encounter unprecedented pressure
on continuous operation. However, safety and
environmental protection are not achievable overnight,
they require significant capital resources, strict
procedure control, corresponding technical investment
and means, as well as extremely high professional
requirements on management and talent quality. Given
the clear timeline set out by the government to meet
such safety and environmental protection requirements,
not all enterprises could meet these requirements in a
timely manner.

Over the past decade, Risun’s industrial park has
hosted over 800 tours on safety and environmental
protection for various government officers and the
peers. The coking industry covers 132 cities across the
country, among which, party leaders from 59 cities have
more than once visited Risun. There are 351 coking
enterprises in China, of which 50 enterprises have
participated in the Risun learning tour, many of which
have repeatedly visited Risun for benchmarking (the
above data is based on the statistics from the General
Management Department of Risun Group). Some
enterprises accepted Risun’s operation management
service under the recommendation by the government,
for Risun’s standards on safety and environmental
protection are second to nonerr in China, which are
stricter and more comprehensive than the national
standards.

China Risun Group Limited
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Various levels of leadership from the Ministry of Ecology
and Environment of China have also visited Risun’s
park over many occasions to provide inspection and
guidance. The environmental protection requirements
established by Risun have set a high standard for
the industry, and have made great contributions to
the improvement of environment in Beijing and its
surrounding areas, to defend the blue sky, and to the
Beijing Summer and Winter Olympics, which are highly
appreciated by the government at various levels, the
general public and our industry peers.

Pressure on production technology

The coke and coking chemicals and refined chemicals
industries require huge capital investment, high
technical requirements, strict control over production,
and high standards on employee quality and systematic
procedures. “Safety, stability, long-run, full capacity and
improvement” production and operations directly affect
the cost and return on assets. The level of technology
and R&D investment directly affect the quality of
the products, which, together with the technological
capabilities of green and clean production, all require
each enterprise to continuously invest in, optimise,
modify, improve and upgrade their technologies,
employees and production equipment. As such, the
continuous challenge to conduct upgrades pose
considerable difficulties for most enterprises to adapt
and keep up. If they choose not to invest, they will not
be able to keep up, and if they do invest, it will directly
lead to an increase in costs and a decrease in revenue.
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Since our establishment, Risun has been providing
systematic and comprehensive training to its employees
every year, and has been introducing numerous
doctorate, master, undergraduate and vocational
college graduates each year to continuously improve
the quality of the workforce. 17 professional technical
committees have been established within the Group
to carry out a series of technological enhancement,
technological upgrades and R&D innovation. As of 31
December 2021, Risun had a total of 7,678 employees,
including 1,676 vocational graduates, accounting for
21.83%; 1,846 undergraduates, accounting for 24.04%;
246 postgraduates, accounting for 3.20%; 78 senior
employees, 497 mid-level employees, and 1,659 junior
employees, totaling to 2,234 employees and accounting
for 29.10%. Risun has developed 345 proprietary
technologies and 183 patented technologies. These
well-trained professionals not only promote the
continuous upgrades and improvement of Risun’s
production technologies, but also bring technological
enhancement to the industry. Over the years, Risun has
systematically trained and cultivated professional and
technical personnel for the industry, provided project
construction services, project commissioning services
and maintenance services for our peers, and carried out
a number of activities involving technical breakthroughs,
cost reduction and efficiency improvement, revenue
increment and expenditure reduction, which in turn
helped enhance the competitiveness of the peers.

China Risun Group Limited
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Pressure on operation

The coke and coking chemicals and refined chemicals
industries are part of the bulk commodity industries,
and are inevitably exposed to cyclical fluctuations.
Every enterprise and business unit will have to face
market fluctuations within the sector, all the way from
sales, transportation, production to supply. The coking
industry, for instance, will also have to tackle the
pressure on sales receivables. Although the industry
is profitable, the profitability of each enterprise varies,
and the differences within the chemical industry is even
more evident. Fluctuations and frequent changes in
the market, together with impactful and uncertainties in
policies have caused many enterprises to fail to adapt
and face great pressure on operation.

From day one, Risun has adapted a strategy of zero
inventory for our products. Later, we pioneered the
strategy of pre-paid sales, establishing an industry
norm for the coking industry. Risun continuously
implements the key customers strategy, and puts
sales, transportation, production and supply under a
strictly controlled supply chain management. We also
formalises procedures through informatisation and
digitalisation, and provides high-quality value-added
services while serving our customers with high-quality
products, forming long-term strategic alliances with our
customers, creating a mutually dependent relationship
and achieving a win-win situation.

Risun’s strategies of zero inventory and pre-paid sales
have changed industry rules, setting an example for
our peers, creating value for our customers, increasing
our market share, and gaining the ability of achieving
upstream and downstream premium. The gains from
such premium have not increased the cost of the
customers; rather, they have reduced the cost and
revenue of the customers, who have benefited from the
consistently high product quality, thoughtful service and
timely and reliable supply chain of Risun.
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4.  Benefits brought upon by the operation
management services to Risun

The s

uccessful development of our operation management

services business has brought great changes to Risun,
enriched our industry portfolio, expanded our market
presence, optimised asset allocation, improved the return on
capital, and enabled us to develop the ability to last through
industry cycles.

(1)

2021 ANNUAL REPORT

Expanding the scope of mergers and
acquisitions.

From our founding up to 2005, Risun had made it to
the top of the industry in terms of scale. Yet, it has only
truly become a real industry leader in the past decade.
In order to speed up its development, Risun had to
devote equal efforts into the independent planning and
construction of our own industrial park on the one hand,
and increase mergers and acquisitions on the other
hand. In 2019, Risun acquired 55% equity interest of the
coking company of China Gas Group in Inner Mongolia
shortly after going public, and changed the name of the
company to Hohhot Risun China Gas Energy Limited. In
2021, Risun acquired six companies under the former
Shandong Hongye Group. Risun has developed a
guideline for conducting mergers and acquisitions in
the national market, as well as strategies for mergers
and acquisitions in different provinces.

Conducting mergers and acquisitions as a public
company is different from being a private company.
We have to comply with the relevant the laws and
regulations, and are subject to a series of strict rules
for legal compliance, financial auditing and asset
evaluation. These compliance practices are not only
time consuming, but also requires strict control on risks
management. The major risks in merger and acquisition
transactions include incomplete due diligence, failure to
identify issues, inability to consolidate after the merger
and acaquisition, resulting in the non-compliance of
operation and management requirements of public
companies. On the other hand, preliminary intervention
through provision of operation management services
greatly facilitates the completion of mergers and
acquisitions. Besides eliminating various risks, we can
also resolve in advance issues arising from the merger
and acquisition.

China Risun Group Limited
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Risun takes two steps in this regard: first, Risun
negotiates with the peers regarding the terms of
cooperation through provision of operation management
services; second, Risun further discusses the merger
and acquisition during the service period. For
projects that do not meet the merger and acquisition
requirements, or enterprises which do not wish to be
merged or acquired, Risun would only provide operation
management services. Not all operation management
service projects result in merger and acquisition.

The existence of operation management service
business has also expanded the horizon of our merger
and acquisition opportunities. Generally, conducting
industry consolidation without involving acquisition
of a large percentage of shares and a controlling
interest would mean that there is no guarantee that
the acquisition targets could reach the operation and
management standards of a public company. Without
absolute control over the acquisition target, it will be
impossible to achieve the profitability and return on
assets of the existing businesses of a public company.
However, if the acquirer intends to obtain the absolute
control, it has to significantly increase the proportion
of acquired shares, resulting in an increase in the
acquisition cost and requiring a large amount of capital.
In short, there is a possibility of the acquisition target
weakening the management and control of the parent
company, and such phenomenon does manifest in
many merger and acquisition transactions. However,
preliminary intervention through operation management
services could easily resolve such issues. With early
management and control of operation management
services over the businesses of the merger and
acquisition target, public companies will have greater
flexibility in the acquisition of the merger and acquisition
targets; they may choose to control 100% of the shares,
or control 51% to 100%, or simply purchase 1% to 49%
of the shares. The number of shares acquired would
not affect the management and control of the target
company. Such a model has greatly contributed to the
development of our merger and acquisition operations.
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Optimising asset deployment and improving
return on assets

Risun has established various advantages in the
industry and has become a strong brand for operation
management services and industry mergers and
acquisitions. With the in-depth exploration of the
operation management service business, Risun has,
through systematical summary and optimization,
analysed the successes and failures of various cases,
and has systematically improved and developed a
comprehensive set of operation management operation
system, enabling the companies under entrustment
to fully achieve management and control level and
profitability of Risun’s companies in terms of project
screening, project research, project evaluation, contract
negotiation, entry and takeover, smooth takeover,
smooth transition, precise integration and system
enhancement.

Since Risun strictly implements the strategies
of pre-paid sales and zero inventory, operation
management service projects do not require much
capital, and in turn could achieve higher profits and
higher per capita profit, thereby improves its return on
assets while expanding the business scale, and at the
same time improves Risun’s overall return on assets.
With the expansion of business scale, Risun gains a
stronger premium ability on the market, which in turn
supports the expansion of the operation management
service business, thus developing a virtuous growth
cycle.

By virtue of the successful implementation of the
operation management service business, Risun could
take advantage of a small share ratio entry for industry
consolidations and mergers and acquisitions, yielding
the effect of increased market share and expanded
business scale, while reducing capital consumption.
Risun has discovered an effective way to expand the
industry scale without relying on increasing capital
expenditure. Such practice greatly improves the
Group’s return on assets, return on capital and return
on equity, optimises asset deployment, and reduces the
risks of merger and acquisition of assets.

China Risun Group Limited
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Developing the ability to last through industry
cycles

Every company wants to be great, and long-term,
sustainable growth of a company becomes particularly
crucial to a company after a public listing. Further
growth requires companies to constantly make capital
investments and conduct mergers and acquisitions.
However, simple investments and mergers and
acquisitions would only lead to simple scale expansion,
which will not enhance the return on assets and return
on equity, nor efficiency, profit margin and per capita
labor efficiency. Such blind expansion of scale is thus
devoid of significance.

Fact is, all industries and sectors are cyclical in
nature, although the capital market is more ready to
characterise the raw materials industry, manufacturing
and other heavy chemical industries as cyclical
industries. The implication is a general presumption
that companies in such industries would report volatile
earnings, unsustainable growth on returns, and the
need for capital support corresponding to any business
expansion. As such, the capital market is unwilling to
provide a fair value for stocks of such companies, and
the current Hong Kong capital market is no exception.

It should be noted that the coke and coking chemicals
and refined chemicals industries that Risun engages
in are infrastructural raw material industries; they are
thus infrastructural industries in the national economy.
It is also a fact that the products of the industries
which the Company invests in and operates are
cyclical in nature. Risun, however, has been aware of
this since our first day (one might venture to say that
there is no industry that does not experience cyclical
fluctuations at alll) What we pursue is to develop the
ability for the Company to last through these cycles.
Through consolidation and combination of investments,
industries and products, the Company is determined
to minimise the impact of the cyclical factor caused
by having a single product line, in turn overcoming
the cycles and achieve sustained profit growth for
the whole Company. In this respect, Risun’s goal has
remain unchanged.
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Our development of the operation management
services business has effectively enhanced such
capability. Generally, companies that want to achieve
cross-cycle returns will have to develop investment
portfolios in different industries, but such diversified
investment will also bring operation and management
risks. In practice, investment in and merger and
acquisition of diversified businesses hardly achieves a
satisfying return on assets, simply because replicating
and implementing to another industry, the advantages
and competitiveness developed by each company
within its core business, is more difficult than in theory.
Simple investments with the simple scale expansion in
the same industry and the consumption of the same
assets to achieve the same investment return would
not improve a company'’s return on assets, nor can it
develop the ability to overcome the cycles, thus making
it impossible to achieve the goal of continuous growth,
creating a dilemma from either perspective. With years
of hard work and research, refinement, diligent efforts
to develop the operation management service business
and comprehensive capabilities, Risun is able to, in the
course of professional expansion which bares minimal
risks (or even no risk), gradually increase the return on
assets, constantly expand its market share, continue to
improve returns, develop the ability to override cycles,
and achieve continuous performance growth of the
Company.

China Risun Group Limited
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Vigorously increasing the proportion of light 5 RNIEAREEZEBLLL
asset businesses
In the past 27 years, Risun has only invested in two highly MBS =+ 5k - RIEETHEL
related industries, namely the coke and coking chemicals M TREESE - MIEEZXAE
and refined chemicals industries. Coke and coking chemicals ERE o RELERS L H
falls under the same major category as petroleum refining BB RAEE S R A RREE
under China’s national economic classification, and thus also —1{ERFIE - FroAFIERIE ~ A1k
highly related to chemical refining and petroleum refining. thRBEEENESE - BSEE
Risun characterises our trading business and operation SELEEIRTE T R
management services business as asset-light businesses, BEXTY  mEZBCBEESE
both of which focus on the coke and coking chemicals and bt - L TREEZERE ETHR
refined chemicals industries, as well as their respective FREEASNETS - e R
upstream and downstream industries, to develop domestic BEEBREANES - —=EANE
and overseas businesses; we do not engage in other RyEslEE - — A AEAREZE
businesses unrelated to our core business. The main reasons WS HRE  JBATSEEER
are that it allows effective risks control, and it allows expansion BHRAEENGERESEN -
of market size of our core business, increasing market share
and effectively enhancing the overall competitiveness of our
principal business.
Table 10 Changes in the business volume and share of net K10 BEERKEEXEBER
profit of Risun Group’s asset-light businesses FFER L EER
Unit: "0,000 tonnes, RMB’00 million Bl B ([FETARE
Business Percentage
volume to profit
(trading+ attributable to
operation Segment  the owners of
management) Revenue profit  the Company
KB (BEH+
BEEER) WA AEFH Lt (&)
2019 20194 280 30.65 1.51 11.08%
2020 20204 940 52.24 1.95 11.78%
2021 20214 1,361 99.50 2.78 10.65%

Note.: Business volume represents the sum of trade and operation
management services, and the share of segment profit
represents the percentage of the sum of segment profit of
trade and operation management services to the net profit
attributable to the owners of the Company of the listed
company.
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We have prepared a statistical summary on the trade and
operation management service businesses for the past few
years, and noted that the share of net profit has fluctuated,
indicating that the Group’s investments in this area were not
continuous. The Group still places high emphasis on the
planning of and investment in the existing park projects, as
well as the investment in external mergers and acquisitions.
Therefore, in the future, the Group will increase its overall
investment in trading and operation management services,
expand its presence in the national and global markets,
increase the share of the trading business and operation
management services business within the Group’s total
revenue and business volume, and thus increase the share
of net profits within the net profit of the listed company
attributable to the parent company. Risun aims to achieve
the goal of continuous growth in overall performance by
improving our business structure and expanding the scale of
our asset-light businesses.

COMPANY PERFORMANCE IN THE THIRD YEAR
OF ITS LISTING

Share price, market capitalisation and
shareholder return

China Risun Group was successfully listed on the Hong Kong
Stock Exchange on March 15, 2019, with an issue price of
HK$2.80 and a market value of HK$11.2 billion on the day of
listing. After the first complete financial year upon its listing
in 2020, the Company has further consolidated its position
as leader in the coke and coking chemicals industry, with
clearer competitiveness in the industrial chain, increasingly
strong strategic position in the new energy industry, and
gradual recognition of its investment value by the capital
market. In early 2021, after over a year of decline in the
pandemic, Risun’s market value began to rise significantly
and has maintained at a level of over HK$20 billion for a long
period of time. At the early stage of its listing, the company’s
price-to-earnings ratio (P/E) was only 4.86 times, which
doubled after the market’s continuous recognition of the
company’s fundamentals. Since its listing, the company has
successfully outperformed the Hang Seng Composite Index
and other related indexes and has achieved a growth rate of
68.93% amid the market environment of a decreasing Hang
Seng Composite Index (calculated according to the closing
price of HK$4.73 per share on 31 December 2021 compared
to the issue price of HK$2.80 per share on the day of listing).
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In September 2019, the company’s stock was included in
Hang Seng Composite Index, Hang Seng Hong Kong Stock
Connect Index, Hang Seng SmallCap (Investable) Index
and other related indexes by Hang Seng Indexes Company
Limited, and was included in Shenzhen-Hong Kong Stock
Connect. After three years of development upon its listing,
indicators such as the company’s market value, shares
outstanding, business performance and financial status have
received further market recognition. On 18 February this year,
Hang Seng Indexes Company Limited announced that China
Risun Group would be redesignated from a SmallCap to a
MidCap and will be included in the Hang Seng LargeCap and
MidCap (Investable) Index, effective from 7 March. According
to the relevant provisions of the Measures of the Shanghai
Stock Exchange for the Implementation of Shanghai-Hong
Kong Stock Connect, the company has been included in the
Shanghai-Hong Kong Stock Connect as well. The number
of holding companies through Hong Kong Stock Connect
has increased more than 41 times year-on-year from 3.965
million shares on 31 December 2019 to the current 165 million
shares, accounting for 12.5% of the shares outstanding. The
market value of Hong Kong Stock Connect has now reached
HK$798 million after a 75-fold increase. After being included
in the Shanghai-Hong Kong Stock Connect, there will be a
continuous expansion in the company’s scope of investors
and a further growth in its influence on the capital market.

Since its listing, Risun has committed to an annual dividend
level of no less than 30%. The total cash dividends have
been steadily increasing with the company’s performance
every year. In the 2021 interim results, the total cumulative
cash dividends amounted to HK$2.449 billion, with a total
dividend of HK$0.5863 per share. The dividend rate has
been maintained at a desirable level of 4% to 6% as well.
For investors who acquired the company’s shares on the
listing date, 15 March 2019, assuming no change in their
shareholding, the return on investment as at 31 December
2021 is as high as 89.87%, with reference to the increase in
the Company’s share prices and past dividends (calculated
based on the closing price of HK$4.73 per share on 31
December 2021 and cumulative dividends of HK$0.5863,
compared to the issue price of HK$2.80 per share on the
listing date).
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Optimisation of shareholder structure

Since its listing, Risun has ceaselessly fostered the relationship
between shareholders and investors. The company has
organised roadshows for institutions and reverse roadshows
at industrial parks, established a sound communication
mechanism with different parties such as investors, analysts
and the media, maintained long-term communication with
multiple research centres through participating in large-scale
industrial strategic conferences and other means. Over the
past three years, the company has organised roadshows to
more than 800 people of over 580 institutions to exchange
ideas on the macro trends, development of the industry,
corporate strategies, ESG, R&D, human resources, industrial
enhancement, business expansion and planning on hydrogen
energy. Several reports released by analysts from domestic
and foreign securities companies have given China Risun
a “buy” or “overweight” rating, showing confidence and
expectations in the company'’s future performance. Through
effective interaction with the capital market, the company
has gained not only extensive attention and recognition from
the capital market but also contributive insights and ideas
from professional institutions which have brought vitality to
the development and growth of the company. In 2021, the
company successfully raised HK$2.065 million through its first
additional issuance and continued to introduce institutional
investors as strategic investors and financial investors. With
a continuous optimisation of the shareholder structure, the
proportion of shares outstanding increased from 23.8% at
the beginning of listing to 29.8% (calculated according to the
completion of placing new shares on June 3, 2021).
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3.

Increasing shareholding and share buyback

With a firm footing on the present and an eye on the
future, the Company develops and implements five-year
development plans and ten-year development agendas to
determine a clear and right direction of development, in order
to maintain progress towards our goals. Our growth and
development prospects are recognised not just in the capital
market. Our major shareholders, directors and management
have spontaneously acquired shares of the Company,
demonstrating our unshakeable confidence in our prospects
and full recognition of long-term investment value. Subsequent
to our initial allotment, the window for our major shareholders
to increase shareholding and for the Company to conduct
share buyback is open. Since the second half of 2021, our
major shareholders have increased their shareholding by
6,340,000 shares cumulatively, our directors have increased
their shareholding by over 5,500,000 shares cumulatively, fully
demonstrating the confidence of our major shareholders and
directors in the Company’s strategic direction and business
expansion, and we believe they will continue to support the
Company’s development. We strive to raise the value of the
Company and create value for our investors. Where the value
of the Company is not reflected by the market, our major
shareholders, directors and management will continue to
increase their holdings of the shares of the company based
on market changes and company needs, and subject to
compliance requirements, the Company will also conduct
share buybacks and make timely disclosures.
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e attempts at listing
The experience of our three attempts at listing

After two years of preparation, the company applied
for its first IPO on the Singapore Exchange in October
2004. In May 2005, the company was approved for
listing by the Singapore Exchange and the Singapore
Exchange Regulation. During the offering roadshow, we
found that the capital market in Singapore was small in
scale and poor in liquidity, not to mention the low market
valuation of investors. The group therefore decided not
to proceed with the offering.

In 2008, the company brought in Goldman Sachs
Asia and DeTong Capital as strategic investors and
relaunched our IPO. This time, the Group chose to list
on the Hong Kong Stock Exchange. After about three
years of hard work, the company satisfied the strict
compliance criteria of the Hong Kong Stock Exchange
and the corporate governance requirements of a listed
company. In November 2011, Risun successfully
passed the hearing of the Hong Kong Stock Exchange
and received the approval of the Securities and Futures
Commission of Hong Kong. At the time, the subprime
mortgage crisis in the United States had not been
fully resolved and the European debt crisis was in
full swing. Although the Company’s coke and coking
chemicals and refined chemicals businesses enjoyed
robust growth and was already an industry leader, the
general macro environment had not demonstrated
significant improvement. Given the market uncertainties,
foreign capital was not enthusiastic about China’s
manufacturing industry. Neither subscription interest
nor valuation was very high. Although it was likely
that our listing would have been successful, after
comprehensive comparisons and systematic evaluation,
once again we decided not to proceed with the offering.

China Risun Group Limited
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In 2012, the Group compiled a profound summary of
the experience and lessons of the two unsuccessful
listing attempts. We carefully analysed the wide range
of questions raised by investors about the company.
Subsequently, we put forward a general strategy of
“adjusting, developing, transforming and upgrading”.
This series of reforms focused on achieving sustained
performance growth and breaking the vicious circle of
market volatility, industry life cycle and other factors
that were affecting the company. Through continuous
fundamental reforms on project selection, investment
management, operation management, cost control and
the distribution system, as well as the development
of automation, informatisation construction and
establishment of targets in safety, environmental
friendliness and quality, etc., the Group has completely
transformed its business model, operation model and
management model. We have achieved complete
pre-paid sales and zero product inventory, established
a digital supply chain system for sales, transportation,
production and supply, and reached the highest
international and domestic standards in safety and
environmental friendliness as well as a substantial
increase and an expected growth in profitability. In
2017, the Group relaunched our listing application on
the Hong Kong Stock Exchange and was successfully
listed on 15 March 2019. Regarding the issue price,
we contemplated several proposals and eventually
set at a lower offer price of HK$2.80 per share, fully
demonstrating our willingness to share with investors
our achievements and allow them share in our profits.
It also expressed our hopes of forming a long-term
strategic alliance with our investors for mutual growth.
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The value experience of the three listing attempts

Companies planning to list can do so after meeting
the listing conditions, including the compliance
requirements, financial normative requirements, as
well as the series of requirements of the Hong Kong
Securities Regulatory Commission and Hong Kong
Stock Exchange. However, a public company’s most
fundamental issue is to achieve continuous and
sustainable growth in performance and profitability.
That is not to say that this is not an issue for private
companies as well, but private companies are less
exposed to the tremendous external pressure and are
free to compromise. Private or public, to be able to last
through various types of cycles to achieve continuous
growth in performance and profitability is a great and
difficult challenge. The company must always identify
the best strategic direction and constantly adjust
its business strategies to cope with unpredictable
changes. Out of the multitudes of companies, only a
handful could accomplish this. Since the founding of
Risun, we have always been determined to become one
of such elite companies. Gradually, we are making this
a reality.
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Having gained a more comprehensive understanding of
the capital market, the improvement of comprehensive
professional services offered by various intermediaries
and the experiences of our three listing attempts
where we faced thousands of profound, systematic
and concrete problems from just as many investors,
Risun has carried out continuous, thorough, systematic,
comprehensive and profound reforms at internal,
external, high and low levels. Fielding such extensive,
deep and professional questions from investors is itself
a joy comparable to being showered with gifts, which
Risun humbly accepts and address them one by one.
These questions from investors are the drivers behind
Risun’s comprehensive enhancement of our systematic
competitiveness. In gratitude, we have been repaying
the sincerity of our investors with good performance
over the past three years of listing and a high return on

equity.
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MOTIVATION BEHIND THE CREATION OF RISUN

There are billions of companies in China and the world, including
millions of public companies. What | mean is, public companies
are the cream of the crop in their respective countries and
markets; most of them are industry leaders. A founder’s unique
ideas, vision and purpose often determines where the start-up
company will be headed, whether it will survive, and how far it
can go. Obviously every start-up aims to be the next big name in
the industry and achieve lasting success, but a lot rides on the
founder’s experiences, motivation and vision, whether the founder
can continue to learn, breakthrough and manage the growth of the
company, as well as changes in the landscape and different levels
of market competition.

1. My life before Risun

| graduated at the age of 20 from the Hebei University
of Water Resources and Electric Engineering of China in
1985, majoring in Water Conservancy and Hydropower
Engineering Construction. Subsequently | was assigned to
the administration of Dongwushi Reservoir in Handan, Hebei
Province, where | started as a technician and worked my
way up to deputy director in a 10-year span, and continued
to serve for another 8 years. Reservoir administration is a
large organisation involved in administrative work, specialist
operations, and even investment in various businesses.
We were responsible for a drainage basin of 340 square
kilometres, and the reservoir administration directly managed
an area of 17.5 square kilometres, supplying water and
generating hydropower for cities and farms, and at the same
time was charged with flood control and drought relief.
The reservoir’s total volume is 160 million cubic metres,
supplying 200 million cubic metres of water annually. Our
fundamental mission was, one, to strictly manage the reservoir
infrastructure with flood control and drought relief our top
priority; two, to manage water catchment, water supply,
and hydropower generation. We benefitted from China’s
reform and opening-up policies and utilised available profits
to develop various businesses. In the span of a decade,
we invested tens of millions RMB in staff accommodation,
offices, various engineering facilities, chemical refineries,
textile plants, aquaculture farms, feedstock businesses, steel
refining and processing plants.
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Reservoir administration offered diverse, complex and
challenging work that resembles a miniature society. Such a
valuable experience greatly expanded my general knowledge
of society, economics, policies and enterprises, and helped
me improve my life plans. During the decades spent in
university and the workplace, | was in constant reflection
over what direction my life should take: to be a passionate
executive, or an insightful academic? As a student, | spent
long hours with books, studying politics, philosophy, history,
military, economics, biographies, macro history and micro
changes from east to west; as an executive, | became an
active part of society, applying what | had learnt to myself as
an individual and to society as a whole, from the micro aspects
to the macro, and dedicated my entire self to hard work.
Through both periods of training, | became knowledgeable
in history, society and our era, and | also learned much
more about myself. But after long and deep reflection, |
first decided not to further pursue the academic track.
Subsequently, | also realized that a career as an executive
is akin to climbing a pyramid-shaped challenge and would
be full of uncertainties for the coming decades. On the other
hand, to establish a new organisation and toil together with
employees presents a V-shaped path; sure, | would have
to start from scratch; but given the very clear development
trend and policy direction, | was confident that, armed with
the knowledge | gained from years of study, and strong skills
acquired over decades of work in society, | have the capacity
to create something great for society, and eventually, |, too,
can attain my own goals as a top executive.
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In reality, neither giving up a chance to pursue deeper
knowledge at university, nor abandoning the prospects
of titles, status, interest and fame from years of hard work
was easy. Deeply entrenched in our belief is the ideal that
academic excellence will lead to a respectable position in
government. For four or five years | wrestled over and over,
spent many sleepless nights, and looked for inspiration from
the great peoples of history. Eventually, | concluded that
where career advancement is difficult, | could take a step
back and become an entrepreneur. So, with a dream to do
something great, and confident after years of soul-searching
that this was the right path to take, | decided, at the prime
age of 30 and no longer enjoying the luxury of time, to take
advantage of a historic time of opportunity that might not
come again, and handed in my resignation in late 1994 to
establish Risun in early 1995, taking my first steps on my
journey as an entrepreneur.

The goal of entrepreneurship

There are around 6,000 public companies in the capital
markets of Hong Kong, Shanghai and Shenzhen. Start-up
companies take many different forms, and the goals,
targets, and reasons behind each start-up is different. Prior
to its founding, Risun already had a preliminary overview
of society and history of China and the world (particularly
advanced countries such as the U.S., Japan and Germany)
and developed an approach based on discourse, history, its
insights into social complexity and human nature. As such,
it was well-equipped to seize opportunities to create new
business within the macro social progress.
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From the beginning, Risun was very clear with the path it
would take. To establish an organisation and strive together;
to advance with the times; to be market-oriented; to satisfy
demand as its goal; to focus on serving customers; to
continue to grow through creation of value; to remain driven
by the spirit of entrepreneurship, creation and innovation; to
make continuous breakthrough, progress, and never rest.
Even if our lives are finite, by gathering together in numbers
to form a group guided by shared values, we can create a
stronger and more creative force to achieve far greater things
and contribute to the progress of society. That is the vision of
Risun. In pursuit of our dreams, we can also satisfy the desire
for our own gains.

Our motivation to create greatness in a monumental era and
realise our own ideals has given Risun a clear direction of
development, an unshakeable belief, an indefatigable spirit
and strength to endure through the cycles, and helped to
inculcate an ability to assess risks and identify potential
crises, allowing Risun to resist the numerous temptations
encountered in our pursuit of grand vision, avoiding traps and
overcoming challenges along the way.

From the beginning, Risun had established three criteria to
measure our success. One, that we could create everything
from scratch, to be able to build from zero and survive the
harsh business environment; two, that we could grow from
a small business to a large enterprise, going from strength
to strength and endure through different cycles; three, to
build an enduring enterprise, which will continue to evolve,
breakthrough, and nurture a group of industrialists, so that
Risun will be passed down future generations. We have
stayed true to our founding spirit, remaining careful, honest,
and self-disciplined, uncorrupted by passing riches, unmoved
by disorder and undaunted by challenges.
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Chairman’s Statement
FEHRE

V. SUSTAINABLE GROWTH IN FUTURE

Increasing production

Our main projects include: Huhhot Risun China Gas’s coke
and coking chemicals plant with designed annual production
volume of 3 million tonnes, to commence in July 2022 and
raise production by 1 million tonnes for the year; Cangzhou
Risun Chemicals’'s phase two caprolactam expansion with
designed annual production volume of 300,000 tonnes, to
commence in August 2022 and raise production by 140,000
tonnes for the year; Dongming Risun’s caprolactam expansion
commenced in 2021 and ancillary expansions will commence
in July 2022 and raise production by 120,000 tonnes for the
year.

Increasing operation management service
volume and trading volume

These include: expecting to increase operation management
service volume in the Shanxi region by 1.5 million tonnes,
increasing operation management service volume in other
areas by 900,000 tonnes, increasing trading volume by 2.6
million tonnes, in total increasing operation management
service volume and trading volume by not less than 5 million
tonnes.

Table 11: Projected increase in production volume of the
Risun Group in 2022 and contribution to the Group’s results

Unit: "0,000 tonnes

H. RRESEER
1. BMEE

FER  WAER G HIA300
B FREAEE - 82022F
TRABEERE FRUENES
1008 W : AMBFZ30E M, F
CABRE ZBITEE - 20224
SABEERE FRIENES
14818 ; REASERS o Btz e
BERB2021FDIRE - S
EIHB2022F7 AIEERE - F
WAL INES128EM o

2. ENMHESEERGERS
EMEZERE

FERFHE p0IL PR = 15 E & B RS
515080 - EMEMEEE
R EIEENE - IZMNE 5
%2608 ME - BETIEINEL B
RIS %15 R E 5 E K TER500
BB -

F11: 2022F JBIGEE BT
EINEEREEENEETE

& - B

Project A Commencement Business growth
BRERH ES3 s
Cangzhou Risun phase two caprolactam 8N JEFZ & MBkkz — 218 B August 2022
expansion 202248 A 14
Dongming Risun caprolactam REANERS 2 NBE IR ERERLEIE B Progressively from
expansion and ancillary facilities August 2022
202248 AR ER E 12
Risun China Gas coke and coking MBISHR AR LB B Progressively from
chemicals plant July 2022
202247 AREiERE 100

Operation management service
business and trading business

BRI RBESNE 5 XD

500

Total A&t

626
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Hydrogen products business

To accelerate the development of our hydrogen products
business, develop a comprehensive strategy for
manufacturing hydrogen products, establishing hydrogen
refueling stations and exploring external partnerships, in order
to achieve rapid expansion. It is expected that in 2022, the
hydrogen products business will increase by 1.7 million cubic
metres.

Table 12: Projected increase in hydrogen products business
of the Risun Group in 2022 and contribution to the Group’s

results

Unit: "0,000 cubic metres

Chairman’s Statement
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3. HBEET

IR SREEFIRREE - HRE
MBS EEE B
IR RIERIEOR - 2022 TEAHR 4 &
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Project A Commencement Business growth
RERE )30

Hydrogen products T hE June 2022 1,700
20224F6 A

Increasing our revenue, lowering expenditure,
cutting costs and raising efficiency

To ensure a balanced cash flow and stable business growth,
we will fully implement a policy of “controlling investment,
reducing costs, raising efficiency”. In particular:

(1) On production and manufacturing costs

To achieve stable and high production volume through
a systematic maintenance scheme; integrate the use
of waste energy recovery to increase self-generated
power and reduce costs of electricity consumption;
increase application of technological improvement and
innovation to reduce energy consumption; accelerate
deployment of the MES system and optimise combined
generation facilities for the general economic efficiency
simulation system, to ensure maximization of production
efficiency and micro management of costs.
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4)
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On cost of sales

To reduce transportation costs through further increasing
railroad transportation to over 80%; to raise turnover
efficiency in our plants through information and
automation systems, smart testing and measurement,
automatic and precise loading; to achieve full control
over logistics information and save transportation costs
through systematic control with a logistics information
system.

On optimisation of internal management and
reduction of costs

To focus on completing the targets set out in Group’s
sixth five-year development plan, fully tidying the
functions and management systems of the Group and
its subsidiaries, optimise the deployment of various
functions, introduce new management mechanisms,
and upgrade management to be standardised,
systematic, procedural, and informatised, creating
synergies through the system, strengthening functions
through the structure, and strictly implement the above
upgrades, in order to raise overall efficiency and
effectiveness throughout the Group while lowering
management costs.

On control of financial costs

To strictly implement micro management of the
Group'’s five dedicated funds; strengthen mid to long
term investment and financing balance and rolling
operations forecast management system; accelerate
the conversion of banking loans on project financing;
strictly manage factoring to minimise discounts; control
general financing costs and fees.

China Risun Group Limited
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(5) On innovation to raise efficiency

To systematically implement management reforms
throughout the Group, centralising management of
sales and purchases through marketing reforms and
innovation, adjusting product structure and customer
structure for efficient settlement, centralising risk
management, in order to increase overall revenue
of the Group; actively securing various government
preferential policies and incentive support funding;
actively satisfying the conditions for preferential tax
rates to save tax expenses; optimise and adjust talent
structure to raise efficiency per capita and income per
capita.

With the implementation of various control measures, it is
expected that a total of 5% to 10% savings year-on-year
could be achieve across the Group.

Striving for sustained growth

In 2022, our existing businesses will continue to contribute
positively. Expansion of production capacity is on schedule
to meet targets, while our trading volume continues to
increase. The Group will continue to expand our operations
management services business, and through R&D and
innovation, improvements in technology, enhancement of
digital and smart technologies, systematically lower costs and
raise efficiencies, in order to improve revenue and decrease
expenditure. Based on our performance in 2019, 2020 and
2021, we are confident of achieving sustained growth in 2022.

15 March 2022 marked the third anniversary of Risun’s listing.
Net profit attributable to our parent has continued to achieve
successive growth: in 2020 (RMB1,653 million), 21.28%
over 2019 (RMB1,363 million); in 2021 (RMB2,613 million),
58.08% over 2020. As of 31 December 2021, the company
had a capitalisation of HK$21.0 billion, representing an
increase of 87.51% over our listing capitalization of HK$11.2
billion on 15 March 2019. Including accumulated dividends,
shareholder returns amount to 89.87%, which is quite a
positive performance. Given the significant changes in both
the international and domestic environment, 2022 will be a
challenging year for economic development. Still, Risun has
formulated detailed goals and specific measures, in order to
strive for sustainable growth.
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Chairman’s Statement
FEHRE

After 27 years of operations, Risun has become an enterprise
with comprehensive capabilities and been able to achieve
sustained growth, something desired by both shareholders
and ourselves. Over the years, we continue to acquire more
abilities to see us through the challenges of social cycles,
policy cycles, economic cycles, market cycles, industry
cycles and company cycles.

True to our character, we remain deferential to policy,
mindful of the market, respectful to our customers and our
workers; faithful to our practices, we remain vigilant against
risks, careful with our work, alert in tackling challenges, and
cautiously optimistic with our outlook.

| end with an invitation to everyone to provide your views and
suggestions, which will be invaluable to Risun as we seek
new ways and strategies for improvement. We also seek your
kind understanding and support to motivate our continued
progress. We welcome all to visit Risun at our Beijing
headquarters, as well as our locations in industrial parks
across the various provinces, not only to discover our work,
but also the wonderful landscape of beautiful China.
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| extend my gratitude to all. HHAK |

SEA ALy

Yang Xuegang FEEREEEERAR
Chairman of the Board EFeTE

China Risun Group Limited BEM

March 25, 2022 20223 A25H
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Net profit hits historical high

Business Highlights
EEBE

Overseas Expansion

Production/processing volume BIMRR
continuous increases Expansion of the first coke production base

EE MIBFEEmM in Indonesia
ERENEE—I

The production/processing volume of coke,

g*u ;Fiﬁ %JEEE%?.% refined chemicals and trading reached 11.05

million tons, 3.86 million tons and 11.22

The net profit for 2021 was RMB2.6 billion. million tons respectively

Fx - RHALCLIRRESES )
1.05E8ME - 3.86 8 &MIK&11.228

20212 FE A AR 2618

2017

2018

2019

2020

2021

2017

2018

2019

2020

2021

Net profit NS
F R 2 RMB 100 million

. 7

21.3

13.7

16.5 (Restated) (&E&E751])

26.0

Gross profit ARME(ET
%ﬂ RMB 100 million

20.1

34.1

25.8

3242

H5ES

2021 F ¥}

TEEESEERRAR

41



Business Highlights (Continued)
EBmE(E)

China’s sales coverage
PEHEEZEE

« Heilongjiang

BEET
Jilin
2
Chaoyang—Liaoning
w5 me
Beijing| Tangshan
dbm | | Al
Xinfang e engola T
wim Gansu = o v KiE
. HiE ko, Hebei . canzhou
PRI Dingzhou iA3E BM
ZEM o Dongming
T Shanxi | ¢ i‘:f * Shandong
Ingxia ® Yunchen
?ég IJJEE Xingtai BB ? Wi
i biig=)
O';%gal = Jiangsu
B N
Shaanxi Henan LR
i AR . . Shar]éhai
Anhui R
. i ZH
Tibet Hﬁﬁ?' -
it - ’/ Zhejiang
Sichuan piiipan
Pyl )
e Jiangxi ®
i B Fjjian
Guizhou B/E
BM
o Guangdong
Yunnan Guangxi . ER Taiwan
=5 B . &
Hong Kang
&g

Hainan
Provinces in which we had sales of our products during the Reporting Period
@ BMRBERRNETEREENEH

® Locations of production base
FEERO B
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Business Highlights (Continued)
EBHE(E)

7 e i A
Tangshan, Hebei Cangzhou, Hebei
A 46 B 1L A AL A M

Xingtai, Hebei Dingzhou, Hebei
EBIsii= S E TE

Huhhot, Inner Mongolia Yuncen,handong |
RESEIS RS LI 5B 3,

A

bongming, Shandong Sulawesi, Indonesia (Under development)
LI 5R 7R BA HEEmEmuEm(EET )
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Business Highlights (Continued)
FBEE(E)

Joint venture company CNC Risun Energy

BE DR TR ER

Xingtai production base:
MELtERRE :

Coke and coking chemicals
production lines

EREE(CEREER

Alcohol-ether chemicals
production line

ERECLIEREER

Joint venture company Risun China Gas
AE AT AT RER

Huhhot production base:
WA EERRE ¢

Coke and coking chemicals
production line

EREE(CEREER

Alcohol-ether chemicals
production line

ERELIEREESR

Associated company Jinniu Risun Chemicals

BEATEFRELT

Xingtai production base:
MetERRE :

Alcohol-ether chemicals
production line

ERELIEREESR

Associated company Cabot Risun Chemicals

BE QR FESEEBLT

Xingtai production base:

Foa A EEE

Carbon material chemical
production line

BARBLIEREER .

-
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Coke and coking chemicals
production lines

ERRELCEREER

Carbon material chemicals
production lines

BAMREBLEIEREER

Alcohol-ether chemicals
production lines

EMELITEREER

Aromatics chemicals
production lines

FRECIEREER

Operating Management Services
EEEERK

Coke and coking chemicals
production lines

ERRELCEREESR

Carbon material chemicals
production lines

BmAMRELTIEREER



Business Highlights (Continued)
EBERE(E)

Production volume / processing volume of major

products of the Group in 2021 (thousand tons)

2021EAEEFEERNEE/NIE (vw)

Coke*
-

Production volume

EE

Coking crude benzene

FlEEE

11,048.7

Processing volume
MmIE

Hm 578.8

Industrial naphthalene phthalic anhydride
TS BRE

Production volume

EE

11441

Coke oven gas methanol

Production volume

RERERGRE Ef
EEE 6655

Coal\tar Processing volume
R nIE
. 968.8

Caprolactam

Production volume

CEtR ER
m 336.8
* Calculated on a dry basis
© BREEHE
Note: The production volume of each major products includes

both self-owned production and operation management’s production.
Bt TEERNESEERAREMNRELEEERNES -
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FINANCIAL HIGHLIGH_TS —

715’5‘

The following table sets out our key financial data for the periods or as TRESIA A AR S EE PR B R AMEY
of the dates indicated extracted from the audited consolidated financial FENBERE - IREEERER  BEF
statements disclosed in the Prospectus, previous annual reports and this R M AN F R PTI BR M IS B ARAR A B ISR -
annual report.

SUMMARY OF CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

MEBREREE
For the year ended December 31,
BZE12A31BLEE
2017 2018 2019 2020 2021
20174 20184 20194 20204 20215
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARETT ARETT AREFT AREFT ARETFT
(Restated)
(FRE51))
Revenue W 18,658,278 20,583,079 18,842,038 19,784,866 38,430,411
Gross profit EH 2,005,239 3,409,920 2,582,908 3,223,443 5,530,243
Profit before taxation BRAt AT & A 845,943 2,660,371 1,679,379 1,950,664 3,197,879
Income tax expense FTS TR (80,370) (533,358) (305,711) (296,812) (601,840)
Profit for the year attributable to:  FE{EFERF
Owners of the Company ERAEBA 754,674 2,088,668 1,363,165 1,652,990 2,613,314
Non-controlling interests FEE R 10,899 38,345 10,503 862 (17,275)
Basic earnings per share BRREAREF
(RMB yuan) (AR¥T) 0.24 0.63 0.34 0.40 0.61

2021 ANNUAL REPORT
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SUMMARY OF CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
mEMBRAREE

As at December 31,

M12A31H
2017 2018 2019 2020 2021
20174 2018%F 20194 20204 20214
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ANREFTT  ARETFT ARETFTT  ARETFT AREF
(Restated)
(=7
Non-current assets FEREEE 12,393,896 12,473,286 14,597,914 17,258,345 24,650,794
Current assets TBERE 9,445,155 10,128,823 5,603,482 7,202,710 12,147,384
Total assets BEE 21,839,051 22,602,109 20,201,396 24,461,055 36,798,178
Current liabilities mEAE 15,951,278 16,414,072 11,889,771 13,189,632 16,840,541
Non-current liabilities FEREBEE 2,778,064 1,475,014 1,511,523 2,888,635 8,846,362
Total liabilities BEE 18,729,342 17,889,086 13,401,294 16,078,267 25,686,903
Net current liabilities BB EFE (6,506,123)  (6,285,249)  (6,286,289)  (5,986,922)  (4,693,157)
Net assets BEFE 3,109,709 4,713,023 6,800,102 8,382,788 11,111,275
2021 3R
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Management Discussion and Analysis
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Management Discussion and Analysis

OVERVIEW

The Group is an integrated coke, coking chemical and refined chemical
producer and supplier together with relevant operation management
services provider in China. The Group maintains as the world’s largest
independent producer and supplier of coke by production/processing
volume in 2021, according to Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co., (“Frost & Sullivan”) an independent global consulting
firm. Other than being the largest independent coke producer and
supplier of coke in the world, the Group held leading positions in
a number of refined chemical sectors in China or globally in 2021.
According to Frost & Sullivan, the Group was the largest producer
of industrial-naphthalene-based phthalic anhydride and coke-
oven-gas-based methanol by volume in China in 2021. The Group was
also the largest coking crude benzene processor and the third largest
coal tar processor by volume globally in 2021.

In 2021, the Group kept its track in growth and expansion from last year
in order to cope with different challenges ahead and to create more value
to the shareholders of the Company. The expansion was made by two
different ways — both operation management services and acquisition of
entities. The growth was also made at two different latitudes — not only
focusing on opportunities in China but also establishing new production
bases overseas. In the past, all production bases of the Group were
located in different provinces in China, while starting from 2021, the
Group actively explored opportunities in different places of Asia, for
example Sulawesi Province, Indonesia.

In 2021, the Group had eight production bases, where there were
seven bases in China located in Hebei Xingtai, Hebei Dingzhou, Hebei
Tangshan, Hebei Cangzhou, Inner Mongolia Huhehaote, Shandong
Dongming and Shandong Yuncheng, and one new base in Sulawesi
Province, Indonesia. The main philosophy of our expansion is to increase
our annual production/processing volume in coke and refined chemicals
industry and also widen the refining and production of high-end refined
chemicals from the by-product of coke production. By doing so, the
Group can develop a longer and wider production chain of approximately
55 types of refined chemicals currently. In the long run, we will maintain
our leading position of coke industry and capture more leading positions
of other refined chemicals, such as Caprolactam (CPL) and other new
materials within refined chemicals industry.

B E & m S o T
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Management Discussion and Analysis (Continued)

BHEE MM ()

In view of the operating results in 2021, the recent development of
economy and future development needs, as well as sharing the results of
the Group with Shareholders, the Board recommended a final dividend
of RMB6.3 cents per share, equivalent to HK7.7 cents per share, with a
total amount of RMB279,720,000 or HK$341,880,000 for the year ended
December 31, 2021.

INDUSTRY RANKING

The Group’s annual coke production/processing capacity maintained
approximately 11 million tons in both 2021 and 2020, while the annual
refined chemicals production/processing capacity increased from
approximately 3.68 million tons in 2020 to approximately 3.86 million
tons in 2021. The major coking and refined chemicals included coking
crude benzene, industrial naphthalene phthalic anhydride, coke oven gas
methanol, coal-tar pitch, caprolactam (CPL) and hydrogen products.

BUSINESS REVIEW

The Group’s vertically integrated business model and its experience of
more than 26 years in the coke industry production chain enables the
Group to widen the downstream refined chemicals industry. Currently,
the Group has four business segments ranging from coke and coking
chemicals manufacturing, refined chemicals manufacturing, operation
management services and trading. During the Reporting Period and up
to the date of this report, the Group entered into three new operation
management agreements and three joint venture agreements to further
expand our business presence in Shanxi Province and Jilin Province,
China, as well as Sulawesi Province, Indonesia.

The Group completed the acquisition of Wuhu Shunri Xinze Equity
Investment Partnership (LP) (“Shunri Xinze”) in January 2021, whose
geographical layout covered Shandong Province. This was one of the
important steps to develop the coking business in another province out of
Hebei Province. The acquisition has been the first major acquisition since
the listing in March 2019.

Apart from the existing four business segments, the Group actively
participated in the hydrogen industrialization plan in Hebei Dingzhou,
Inner Mongolia Hohhot and Hebei Xingtai, China. The Group aimed to
become a clean and low-carbon hydrogen energy supplier. Focusing
on the rapid development of hydrogen energy industry in Beijing-Tianjin-
Hebei area, the Group is committed to develop from production, storage,
transportation, hydrogenation to usage together with radiation of intelligent
supply of hydrogen to the whole country with advanced technology and
more customer-oriented services.
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Management Discussion and Analysis (Continued)

Other than Japan, the Group is also exploring other trading opportunities
around the world and especially within the Asia Pacific region. The Group
is considering setting up subsidiaries for trading of raw materials of the
coke and refined chemicals industry in Singapore and Indonesia.

Below is the table summarizing the key business activities of the Group
for 2021 and up to the date of this report:

BEEwm MO ()

BB REBETEERRERESH @ 5
PRDAMERNEMESZHE - AEBEILE
B ENEEAD RN EERRLIE
MEBTERMEESNMBAR -

TRBAMAEFER2021F REZARE HE
MEBEBERD -

Time Business Activities

R EBEE

March 2021 — Expansion of Coke Operation Entered into a 5-year integrated sales and marketing agreement with an
Management Services into Shanxi independent third party engaging in the production of coke and chemical
Province, China products in Shanxi Province, China with a sales service fees of RMB40 per ton

for sourcing and selling the coke products from the independent third party to

our customers.

2021F3A —EREL EEMBEREFT BRBEILAE - 2RFEREECEREENELE =T LA FNEEH
BLPEE EREH R CBYF=TRBERERLHE TRANTSE - st RSN

ARBEAOTHHERBE -

May 2021 — New Operation Management  Entered into a new operation management services agreement with respect to

Services Agreement in Jilin Province, a plan in construction with production capacity of 1,200,000 tons per annum of
China coke and coking chemicals in Jiangxi Province.

2021F5 8 — AP BEEMEEEE SRR BT FE1,200,000M8 ik K E(CEMAERFTEIFFIELE TRRBEHE -
1%

June 2021 - Joint Investment in and Entered into a joint venture agreement with Tianjin Xintiangang Project
Establishment of a Joint Venture* Management Co., Ltd. and Stephanie Development Pte. Ltd., pursuant to

which the three parties agreed to jointly establish, by way of capital injection,
PT. De Tian Coking Co., Ltd., for the investment in the construction of a coking
project (with a capacity of 4.7 million tons/year) in Morowali Industrial Park in

Sulawesi, Indonesia.

20216 A —HAZRE RN —HEa &R M EmHANIEE EE AR AT KStephanie Development Pte. Ltd. 5] & &
ERZE - B - ZHFRBEES RRRAKERECER)RO AR - A
BEZNNEERARHNEAEMNSILIXRRANEIER (FEELALTE

Eu)
July 2021 — Joint Investment in and Entered into a joint venture agreement with Zoomwe Hong Kong Energy
Establishment of a Joint Venture* Trading Co., Limited and Dawn International Capital Pte. Ltd., pursuant to

which the parties agreed to jointly establish, by way of capital injection, Risun
Wei Shan New Energy for the investment in the construction of a coking project
(with a production capacity of 4.8 million tons/year) in Morowali Industrial Park

in Sulawesi, Indonesia.

20217 A —£EIRE RN —HaErE BHEERELRE S HR AT RDawn International Capital Pte. Ltd. 5] & &1
g Bt sTOAFRELEE A RNERKIEBBEILFEEIR - LIREERAMA
RENERARHNEAENE L TXERANE(IER (FEEA48EH BN °
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Management Discussion and Analysis (Continued)

EIRE AT (8)
Time Business Activities
R RS

July 2021 — Joint Investment in and
Establishment of a Joint Venture*

20217 B — HEIGE M —HE E b E

August 2021 — Acquisition of Tangshan
Risun Petroleum

20218 A — Wi E L Ek5 A0/

March 2022 — Establishment of Wuhu
Changyu Limited Partnership

2022% 38 — K ERRHBBEREZ

*

Entered into a joint venture agreement, pursuant to which the parties agreed
to jointly establish, by way of capital injection, PT. KinXiang New Energy
Technologies Indonesia, for the investment in the construction of a coking
project (with a production volume of 3.9 million tons/year) in Morowali Industrial
Park in Central Sulawesi, Indonesia.

I A ERERE - B FTARREBELVEE AR LR EE @ REHR
BREFEAR  MREEZRMURNERATHHNHEAENS LT EEERNE
LB (FESR3IBEN -

Entered into the Equity Transfer Agreement, pursuant to which Xuyang Holding
has agreed to transfer 100% equity interest in Tangshan Risun Petroleum &
Chemicals Co., Ltd. to the Group.

IR RS - Bt BEERFAZESE LIRS AR THER AR 100%
s E T AKHE -

Entered into the partnership agreement with Great Wall (Tianjin) Equity
Investment Fund Management Co., Ltd., pursuant to which the parties agreed
to jointly establish Wuhu Changyu Investment Centre (Limited Partnership) in
sourcing potential investment in the coal industry.
HEHNRRERELSERERETARGI LR HE - Bt - FTNERR
BHRAKZERRMIRET OBERER)  SRBERITENEERE -

The Company obtained written shareholder’s approval for these
transactions pursuant to Rule 14.44 of the Listing Rules. Accordingly, no
Shareholders’ meeting was held.

DEVELOPMENTAL STRATEGY

The Group was founded in 1995 and up to 2021, the Group has more than
26 years of development history, where we take advantage of our leading
position, experience, technology and digitalization in coke industry
to drastically expand our four business segments together with the
hydrogen products business through different development strategies.
The Group aims to strengthen the global leading position as an integrated
producer and supplier of coke and coking chemicals, refined chemicals
and hydrogen products and relevant operation management services
provider.
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Management Discussion and Analysis (Continued)

Apart from the above development strategies, there are nine competitive
advantageous abilities that the Group believed and enabled to deploy
and execute the development strategies effectively in order to enhance
the leadership in coke and coking chemicals, refined chemical industry
and hydrogen products business:

1.

Scale advantageous ability

The Group is the world’s largest independent coke producer and
supplier of coke by production/processing volume and enjoy
economies of scale which enabled us to become more competitive
in terms of costs, product quality and customer relationships among
the eight production bases in China.

Vertically integrated advantageous ability

The vertically integrated business model helps improving the
Group’s production efficiency and achieving synergies through
centralized and unified management and reducing exposure to
market volatility and price fluctuations.

Production base advantageous ability

All of the production bases are located in industrial parks approved
by local government authorities. The production bases are located
near most of the major customers and suppliers and transportation
infrastructure, such as national railway networks, major highways,
expressways and ports, which provide the Group with multiple
transportation options.

Cost control advantageous ability

The Group actively control the expenditures in cost of sales
and services, selling and distribution expenses, administrative
expenses, finance costs and income tax expenses. The Group
formulated a comprehensive and mature coal preparation and
blending computer system based on our IT infrastructure and
experience so as to widen the price spread between our products
and our raw materials both in coke and refined chemicals.

Centralized sale and marketing advantageous ability

The Group is market-oriented and all the products are sold under
the brand “RISUN” via the centralized sale and marketing system
operated by the Group. The Group maintains low levels of finished
product inventories and adopt a “zero inventory” policy and strive to
achieve minimal inventory of our coke products. The Group produce
based on the periodical production plans which are adjusted
regularly pursuant to the customers’ demands.

BEEwm MO ()

B b B RRAESN - AEERBRBFEEN
RBEFES BRI A AT ENITER
KRG - R ERRER(CER  BAMLTE
miTE R T REMRERHFEMAL -

AES:

REE /NI AEEEZHE
ANBIYRREEDRHEERD %5
MEEELERMERS  EmEE
MEFREITEETEN\KREERN
FEABRFN -
—EB{ B

=

g —REEBEAGREBBET
Mg —EHERREARENEER
X W E IR E R SR TSR B
MERRBDEHMOTZE -

BB

TAPIFT A B A EE I [ 35 L 10 3 5 BT
FEFTHEAEM TEE A - £ ER R AT
RETERPRHEEENU R BER
R MEREEEE  ETBERK
SRNEREA - IRAEERHES
BEHTEE -

BB

REETEIBIEHIHE MRBERA - 5
EMAHERAX - THAX - BEXKA
MAABHAX - REBEERERMHE
BCERREMAER - BT 2EK
PNBREREREIERS  AREX
FREBACTER SR ZB6
B o

RHEHES

AEBEATISRER - MEERHB
BASEELNETEHRTATEES]
MR EITIHE ° AEE—RAEREK
FHRBFE - ZAIRAEEEIBRR
VOB EEERERE - A&
—RIZEMEESELE XREP

2021 F3R
FEEREEERAD G

53



54

Innovation advantageous ability

The research and technology personnel focuses on the innovation
of production and energy and resource efficiency to improve our
manufacturing processes and reduce the environmental impact of
our production processes. The Group also commits to improving
product added value and extending the industrial chain.

Automation and information technologies
advantageous ability

The production bases are highly automated and we established a
centralized system connecting our Manufacturing Execution System
(MES), Enterprise Resource Planning (ERP) systems and the
BeiDou Navigation Satellite System. The Group also uses the mobile
internet, cloud computing, internet of things, big data and intelligent
manufacturing technologies in the operations of the Group.

Environmental safety advantageous ability

The Group adopts a number of measures and practices to reduce
the environmental impact of the operations, such as preventing soil
pollution, water pollution and air pollution in order to minimize the
negative impact on the environment.

Another key of our environmental measures is the Group’s resource
recovery and re-utilization. During the coking process, the Group
recover and re-utilize valuable coking by-products, from which
we manufacture our refined chemical products. With the vertically
integrated business model, we also re-utilize the heat from our
production processes and re-use wastewater and other fluids after
appropriate treatment.

Risk mitigation advantageous ability

The Group monitors the business operations of our customers,
including but not limited to their inventory levels, production output
and sales volumes, via our on-site customer service personnel. This
can promptly understand the downstream demand for our products,
adjust our production plans and mitigate the risks associated with
price fluctuations and changes in demand for our products.
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I\/Ianagement Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)

BUSINESS PROSPECTS

The Group’s net profits for the year maintained a 3-year consecutive
growth from RMB1.4 billion in 2019 (since when the Group has been
listed on the Stock Exchange), to RMB1.7 billion in 2020 and then to
RMB2.6 billion in 2021. At the same time, 2021 is the kick-off year of our
next Five — Year Plan up to 2025. Looking forward, the Group will make
use of different ways of operation management, merger and acquisition
together with the setup of joint ventures with well-known enterprises to
increase our market share by production/processing volume of coke and
refined chemicals.

Coke

The coke industry was under the supply-demand reform in the previous
years, which will continue in 2022. The reform is to eliminate the coke
production capacity from high-polluting coke enterprises. Coking
furnaces of 4.3 meters or below in China had ceased operation since
December 2020, the demand of coke will be supplemented by the other
existing coke production capacity from other coke enterprises. The Group
believes that the selling price of coke will benefit from the supply-demand
reform.

We expand our coke production/processing capacity by different ways,
such as merger and acquisition of existing coke enterprises, setting up
joint venture with other coke/steel enterprise or managing operations
of existing coke enterprises. Through our business expansion, we
believe that our market share will increase from currently 1.7% to a high
single-digit percentage or even a double-digit percentage in China
and Asia Pacific in the next five years. In 2022, the new coking project
invested by the Group in Inner Mongolia, China will be completed in
different phases and eventually will add approximately 3 million tonnes of
coke to our production capacity. These new coke production capacities
are particularly precious under the general direction of climate action
goals of “striving to peak carbon dioxide emissions before 2030 and
achieve carbon neutrality before 2060”.

In addition to our domestic expansion plan within China, the Group is also
exploring opportunities overseas in order to hedge the risk of unfavorable
changes in environmental protection policies in China by setting up
coking production/processing capacity in other countries.
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I\/Ianagement Discussion and Analysis (Continued)

BHEE MM ()

Refined chemicals

The Group will also enhance the production capacity of refined chemicals
facilities. The Group is now expanding the production capacity of
caprolactam in Hebei and Shandong Province, since caprolactam is
one of the potential refined chemicals with positive business prospect
in China. The Group expects that there will be a total of approximately
0.75 million tonnes of caprolactam per annum when the expansion is
completed and such annual capacity enables the Group as one of the
leading caprolactam participants in China.

Hydrogen products

We are committed to speed up the construction progress of the hydrogen
development projects, strive to build Hebei Dingzhou, Inner Mongolia
Hohhot and Hebe Xingtai into hydrogen energy demonstration cities and
eventually become the hydrogen energy output bases in Northern China
with the support of continuous research and development and technology
innovation.

COVID-19

The outbreak of novel coronavirus in early 2020 had an impact on the
world’s economy. The PRC government has taken tight measures to
retain the situation. The Group has also strictly followed the requirement
by the PRC government and will observe any new instruction by relevant
authorities of the PRC government in coming future.

Starting from 2022, it is noted that the outbreak in China is still mild when
compared to the rest of world. Since our operation and production is
mainly focused in China, we expect the China economy will rebound soon
and will continue to monitor the effect to the operation and production of
the Group.

EVENTS AFTER THE REPORTING DATE

Subsequent to December 31, 2021, the Group entered into a partnership
agreement with an external third party for the sourcing of potential
investment in the coal industry in the future. As of the date of this report,
the Group, as a limited partner, has injected RMB1,000 million by cash to
the partnership as capital contribution.
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Management Discussion and Analysis (Continued)

DEVELOPMENT, PERFORMANCE AND STATUS OF

THE BUSINESS OF THE GROUP

The following table sets forth the Group’s financial ratios as at the dates

BEEwm MO ()

FEERBIER - ZERMRR

TRINEAEERARBRRFOOIBL

and for the years indicated: =
As of and for the year ended
December 31,
M2ANEBRBEZALEE
2021 2020
20215 2020%F
Gross profit margin® EHZEO 14.4% 16.3%
Net profit margin® A B 6.8% 8.6%
EBITDA margin® EBITDAFE%® 14.2% 16.5%
Return on equity® - E e 23.8% 20.9%
Gearing ratio® AEBEXO 1.5 1.3
Notes: B -

(1)  Calculated by dividing gross profit by revenue for the year.

(2)  Calculated by dividing profit by revenue for the year.

(8)  Calculated by dividing EBITDA by revenue for the year.

(4)  Calculated by dividing profit attributable to owners for the year by equity

attributable to owners as of the end of the year.

(5)  Calculated by dividing total interest-bearing borrowings by total equity as

of the end of the year.

(1) REREFBRARZE -
(2)  IRFERHEFIRAWSE -
(3) IRFEANEBITDARRIAUYZETE -

(4) BERNEEABBEGNERAFRERAR
IEHEERTE

(5) BEREHESETRABRERTH -

2021 F 3R

TEBEEBERA R

57



Management Discussion and Analysis (Continued)
EIRE SR AT ()

FINANCIAL REVIEW B %5 o

The following table sets forth our total revenue and gross profit by TREIBEMREB D> DE BN ERE
business segment (excluding the inter-segment revenue): M BES 2o -

For the year ended December 31, 2021

BZE2021F12831B L FE
Coke and
coking Refined Operation
chemicals chemicals  management
manufacturing manufacturing services Trading Total
ERREL ‘AT
EmEE EmEE EEETERY =) At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARKETT ARKETT ARKETFT ARETFT ARETFT

Total revenue s 15,900,844 12,579,203 261,406 9,688,958 38,430,411
Gross profit E7 3,701,348 1,210,339 37,136 581,420 5,530,243

For the year ended December 31, 2020
HZ2000F12A318EFE

Coke and
coking Refined Operation
chemicals chemicals management
manufacturing  manufacturing services Trading Total
ERRE( BT
EmiE EmiE BEER g5 @t
RMB 000 RMB 000 RMB 000 RMB 000 RMB'000
NEETFT NEETT NEEFT AERFFT ANEHTFT
(Restated)
(#EE2)
Total revenue el 8,715,621 5,845,621 600,848 4,622,776 19,784,866
Gross profit 7 2,460,463 387,403 156,358 219,219 3,223,443
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Management Discussion and Analysis (Continued)

The following discussion addresses the principal trends that have
affected our results of operations during the Reporting Period.

(a)

Revenue

Revenue for the year ended December 31, 2021 increased to
RMB38,430.4 million when compared with RMB19,784.9 million for
the year ended December 31, 2020.

Revenue from coke and coking chemicals manufacturing business
increased by RMB7,185.2 million or 82.4% from RMB8,715.6 million
for the year ended December 31, 2020 to RMB15,900.8 million for
the year ended December 31, 2021, primarily due to an increase in
the average selling price of coke from RMB1,698.3 per tonne for the
year ended December 31, 2020 to RMB2,795.3 per tonne for the
year ended December 31, 2021. The sales volume of coke for the
year ended December 31, 2021 also increased 0.6 million tonnes
due to the completion of acquisition of Shunri Xinze in January
2021.

Revenue from refined chemical manufacturing business increased
by RMB6,733.6 million or 115.2% from RM5,845.6 million for the
year ended December 31, 2020 to RMB12,579.2 million for the year
ended December 31, 2021, primarily due to the rebound in the
selling price of most refined chemical products since the outbreak
of COVID-19 has become under control in China.

Revenue from the operation management business decreased
by RMB339.4 million or 56.5% from RMB600.8 million for the
year ended December 31, 2020 to RMB261.4 million for the year
ended December 31, 2021, primarily due to the completion of
the acquisition of Shunri Xinze, following which the operation
management service for Shunri Xinze has been terminated and the
operating result was included in manufacturing business segments
for the year ended December 31, 2021.

Revenue from the trading business increased by RMB5,066.2
million or 109.6% from RMB4,622.8 million for the year ended
December 31, 2020 to RMB9,689.0 million for the year ended
December 31, 2021, primarily due to the increase in trading
volume from the affiliated companies. The Group began to adopt a
centralized purchasing and sales business model with the affiliated
companies to improve our marketing management capabilities and
efficiency.

—
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Management Discussion and Analysis (Continued)

BHEE MM ()

(b) Cost of sales

Cost of sales for the year ended December 31, 2021 increased to
RMB32,900.2 million when compared with RMB16,561.4 million for
the year ended December 31, 2020.

Cost of sales from the coke and coking chemical manufacturing
business increased by RMB5,944.3 million or 95.0% from
RMB6,255.2 million for the year ended December 31, 2020 to
RMB12,199.5 million for the year ended December 31, 2021,
primarily due to the increase in market prices for coking coal and
the increase in the volume of coke sold.

Cost of sales from the refined chemical manufacturing business
increased by RMB5,910.7 million or 108.3% from RMB5,458.2
million for the year ended December 31, 2020 to RMB11,368.9
million for the year ended December 31, 2021, primarily due to the
increase in the purchase price of raw material for refined chemicals.

Cost of sales from the operation management business decreased
by RMB220.2 million or 49.5% from RMB444.5 million for the
year ended December 31, 2020 to RMB224.3 million for the year
ended December 31, 2021, primarily due to the cease of provision
operation management services to Shunri Xinze after the completion
of the acquisition of Shunri Xinze.

Cost of sales from the trading business increased by RMB4,703.9
million or 106.8% from RMB4,403.6 million for the year ended
December 31, 2020 to RMB9,107.5 million for the year ended
December 31, 2021, primarily as a result of the increase in trading
volume from the affiliated companies.
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Management Discussion and Analysis (Continued)

Gross profit and gross profit margin

The Group’s total gross profit increased by approximately
RMB2,306.8 million or 71.6% from approximately RMB3,223.4
million for the year ended December 31, 2020 to approximately
RMB5,530.2 million for the year ended December 31, 2021. Gross
profit margin decreased from 16.3% for the year ended December
31, 2020 to 14.4% for the year ended December 31, 2021.

Gross profit from the coke and coking chemical manufacturing
business increased by RMB1,240.8 million or 50.4% from
RMB2,460.5 million for the year ended December 31, 2020 to
RMB3,701.3 million for the year ended December 31, 2021. Gross
profit margin for the coke and coking chemical manufacturing
business decreased from 28.2% for the year ended December 31,
2020 to 23.3% for the year ended December 31, 2021.

Gross profit from the refined chemical manufacturing business
increased by RMB822.9 million or 212.4% from RMB387.4 million for
the year ended December 31, 2020 to RMB1,210.3 million for the
year ended December 31, 2021. Gross profit margin for the refined
chemical manufacturing business increased from 6.6% for the year
ended December 31, 2020 to 9.6% for the year ended December
31, 2021, primarily due to the rebound in the selling price of most
refined chemical products.

Gross profit from the operation management business decreased
by RMB119.3 million or 76.3% from RMB156.4 million for the
year ended December 31, 2020 to RMB37.1 million for the year
ended December 31, 2021. Gross profit margin for the operation
management business decreased from 26.0% for the year ended
December 31, 2020 to 14.2% for the year ended December 31,
2021, primarily due to the completion of the acquisition of Shunri
Xinze.

Gross profit from the trading business increased by RMB362.2
million or 165.2% from RMB219.2 million for the year ended
December 31, 2020 to RMB581.4 million for the year ended
December 31, 2021. Gross profit margin for the trading business
increased slightly from 4.7% for the year ended December 31, 2020
to 6.0% for the year ended December 31, 2021.
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Management Discussion and Analysis (Continued)
BEENmAIIT(E)

Other income

The Group’s other income consists primarily of interest income,
income from production waste sales, and government grants
received from several government authorities as subsidies for
the Group’s contribution to the environment protection, energy
conservation recycling resources, relocation, purchase of land use
rights, and infrastructure construction. Other income increased by
RMB21.2 million or 18.2% from RMB116.2 million for the year ended
December 31, 2020 to RMB137.4 million for the year ended 31
December, 2021 mainly due to the increase in interest income.

Other gains and losses

The Group had other losses of RMB95.6 million for the year ended
December 31, 2021 primarily due to the fair value losses of listed
equity securities of RMB99.5 million for the year ended December
31, 2021.

Impairment losses under ECL model, net of reversal

The Group had impairment losses under ECL model, net of
reversal of RMB115.6 million for the year ended December 31,
2021 primarily due to the impairment loss of prepaid land use right
deposit for Risun Ling Steel and impairment loss of compensation
receivable from Dingzhou City Government.

Selling and distribution expenses

Selling and distribution expenses increased by RMB152.8 million
or 19.4% from RMB789.3 million for the year ended December 31,
2020 to RMB942.1 million for the year ended December 31, 2021,
primarily due to an increase in transportation expenses and staff
costs.

Administrative expenses

Administrative expenses increased by approximately RMB485.6
million or 99.5% from approximately RMB488.2 million for the year
ended December 31, 2020 to approximately RMB973.8 million for
the year ended December 31, 2021, primarily due to an increase in
staff costs and R&D expenses.
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Management Discussion and Analysis (Continued)

Finance costs

Finance costs primarily consist of interest expenses on bank loans,
other loans and finance expenses on discount of bills receivables.
The Group’s finance costs increased by RMB372.9 million or 70.1%
from RMB532.0 million for the year ended December 31, 2020
to RMB904.9 million for the year ended December 31, 2021. The
increase was mainly due to the interest on unpaid consideration for
the acquisition of Shunri Xinze.

Share of results of associates

Share of results of associates increased from a loss of RMB4.7
million for the year ended December 31, 2020 to a profit of RMB72.2
million for the year ended December 31, 2021, primarily due to the
increase in the price of chemicals products.

Share of results of joint ventures

Share of results of joint ventures increased by RMB91.8 million or
23.0% from RMB398.5 million for the year ended December 31,
2020 to RMB490.3 million for the year ended December 31, 2021,
primarily due to the increase in profit shared from CNC Risun
Energy and Risun China Gas.

Profit before taxation

As a result of the foregoing factors, the profit before taxation
increased by RMB1,247.2 million, or 63.9% from RMB1,950.7 million
for the year ended December 31, 2020 to RMB3,197.9 million for
the year ended December 31, 2021.

Income tax expense

The Group incurred income tax expenses of RMB601.8 million for
the year ended December 31, 2021 and RMB296.8 million for the
year ended December 31, 2020 respectively at effective tax rates
of 18.8% and 15.2%. The increase in income tax expense is mainly
due to the increase in profit before taxation of RMB1,247.2 million.

BEEwm MO ()

RO E PN

MERANTEZRERTER HbE
HEBFAY REREREENREF
X oo REEFEK AN EE2020512
AS1AIEFEMARBE32.088 T
EINAREES7290H5ELEK70.1% * &
HZE2021F12A31H L FENARE
904 9B & TT ° :ZIEMEZ AN AEIE
BiE2MAZARENFES

goN(=E /NG 30

DR E AR FEENE Z=2020F 128
S1ALFEMNEBARELI7TEE T
MEBZE2021FE12A31 B IEFEA%
FARBT722BEL  TEHMEIE
mIEE EF o

DMERELEFE

DMEAEEEENEZ=2020F12A
1A LFEEMARE398.5F BTN
AREEQ1.8HEILE23.0% ' BEHZE
2021F12A31H IEFER ARK490.3
BEX TZHRKREFEBREEIR
KB FEA R EERAI D (R R N o

SR A A

MR ElEE - BRERDE R E E2020
F12A31ALFEMNARKE,950.7
AETENARBK 247288
63.9% ' BEZE2021F 128318 I EE
HARBE3 197 9B &ETT ©

PRSIR X

NEBABE2021F12A31H ILFE
M#EZE2020F12A31B IEFE D RIE
ERERIAIARKE01.8BAETRA
R¥296.88 8T ERBESFIA
18.8% % 15.2% ° TS EMEE
B RBR AT S A A RYE1,247.28
BT o

2021 F3R
FEEREEERAD G

63



Management Discussion and Analysis (Continued)

BHEE MM ()

(n) Profit for the period

For the year ended December 31, 2021, the Group recorded a
net profit of RMB2,596.0 million, which represented an increase
of RMB942.1 million or 57.0% as compared to the net profit of
RMB1,653.9 million for the year ended December 31, 2020.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s primary uses of cash are operating costs, capital
expenditures and repayment of debts in the PRC. To date, the Group
has funded the investments and operations principally with cash from
operations and debt financing from banks and other financial institutions.
The Group believes that the liquidity requirements will be satisfied
through a combination of cash flows generated from the operating
activities, bank loans and other borrowings, and the net proceeds from
the Global Offering in March 2019 and the Placing in June 2021. Any
significant decrease in the demand for, or pricing of, the products and
services, or a significant decrease in the availability of bank loans, may
adversely impact the liquidity. As at December 31, 2021, cash and cash
equivalents held by the Group were mainly cash in the banks and on
hand denominated in RMB and deposits denominated in RMB that are
readily convertible into cash.

The following table sets forth the cash flows for the periods indicated:

(n) FAREF|

HZE2021F12A318 L FE » A%E
SRSHALFI AR Y2 596.08 87T HE
Z2020F12A31HILFEMNATIAR
#1,653.98 BT A REE942 1
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BEILH57.0% °
REBESRUBKEER

AEENHESFEZARNPRENEENS - &
AAZREREEL - 25 AEBEEXZEN
LEFBIRE A RRITREM S RIEEER
BMERMNIREREE - AEBEGELEED
FIERERE  RITERREMER UK
20193 AR B EE K2021F6 AN &
FEMAEFIBEFESULREABE SR
ko HERRIRBHF RS HERDIEKNE
T8 - SKAJESRIRITER KRR - 97
BEERBE S EN TR - 20214124
318 - AEBFFHHNRELBESSENEE
BUAARETENRITEFRIRS - UKk
BERFE I AR S MIAAREAHENER

TREFINPATHENRSRE

For the year ended December 31,

BZE12A31BLEFE
2021 2020
20214 2020%F
RMB’000 RMB'000
AR¥TFIT ARETFT
Net cash generated from operating activites & & EENFT1SIR & F 58 4,205,355 1,170,307
Net cash used in investing activities BEEEAREFE (5,126,726) (2,203,516)
Net cash generated from financing activites ~ B& /EE TSI & F58 2,022,107 1,156,510
Net increase (decrease) in cash and R RREFEFEMOR
cash equivalents 1) 1,100,736 123,301
Cash and cash equivalents at the beginning ~ #¥IIRE& RREEHEY
of the period 1,181,955 1,061,598
Effect of foreign exchange rate changes EXRESHHH L (1,777) (2,944)
Cash and cash equivalents at the end HRRE RS EEY
of the period 2,280,914 1,181,955
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Management Discussion and Analysis (Continued)

Net cash generated from operating activities

For the year ended December 31, 2021, our net cash generated
from operating activities was approximately RMB4,205.4 million and
was more than our net cash generated from operating activities for
the year ended December 31, 2020 of approximately RMB1,170.3
million, primarily due to the increase of profit and contract liabilities.

Net cash used in investing activities

For the year ended December 31, 2021, our net cash used in
investing activities was increased from approximately RMB2,203.5
million for the year ended December 31, 2020 to approximately
RMB5,126.7 million primarily due to the increase of purchase of
property, plant and equipment and loan to related parties.

Net cash generated from financing activities

For the year ended December 31, 2021, our net cash generated
from financing activities was increased from approximately
RMB1,156.5 million for the year ended December 31, 2020 to
approximately RMB2,022.1 million. The increase was primarily due
to the proceeds from the issue of new shares at the Placing in June
2021.
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Management Discussion and Analysis (Continued)
EIRE SR AT ()

INDEBTEDNESS 818

(a) Borrowings (a) B
Most of our borrowings are denominated in RMB. The following RBAEFAAREE - THRET
table shows our bank borrowings as of the dates indicated: HZEFTR B AR RITER

December 31,2021 December 31, 2020
2021%12A31H 2020%12A31H

RMB’000 RMB'000

AR¥BEET AREEET

Bank loan, secured IRITER - BRI 5,286,852 3,550,270

Bank loan, unsecured IRITE - I 4,488,217 3,648,967

9,775,069 7,199,237

Other loans, secured HibER - B 2,331,098 1,146,306

Other loans, unsecured HEmER - 41,224 273,662

2,372,322 1,419,968

Discounted bills financing AR RIR A E 1,439,289 1,878,529

Total it 13,586,680 10,497,734

2021 2020
20215 20205

RMB in million %  RMB in million %

ARE¥BET % AREBET %

Fixed rate bank and other borrowings EERITREMBER 9,473.6  1.82%~12.00% 72954 2.99%~12.00%

Floating rate bank and other borrowings FERITREMBR 41131  1.58%-~8.00% 3,202.3  2.89%~11.4%

Total 5T 13,586.7 10,497.7

The total borrowings increased by approximately RMB3.1 billion, or BN EE2020FE12A31HM A
29.5%, to approximately RMB13.6 billion as of December 31, 2021 R¥105BTIB IO AREI1EITK
from RMB10.5 billion as of December 31, 2020, primarily due to an 29.5% » BEFE2021F12 A31HHL
increase in bank loan and other loan. ARBA36ET  TEARBITERR

HAbEFIE M
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Management Discussion and Analysis (Continued)

The borrowings denominated in currencies other than the functional
currencies of respective entities are set out below:

BEEwm MO ()

NEBENNEEEUINERFE
EERESIINT -

As of December 31,

M12A831H
2021 2020
20214 20204
RMB in millions RMB in millions
AREHET AREEET
usb ETT 1,023.9 757.3
JPY Hit 3.7 -
Total 15T 1,027.6 757.3
Lease liabilities (b) HEEE
Our Group had the following total future minimum lease payments as RNEBNA~ BB R K EFERE
of the dates indicated: FARFENT

December 31, 2020
2020912 A31H

December 31, 2021
2021%12H31H

RMB’000 RMB'000
ARKEET AR EET
Lease liabilities HEAE 214,008 69,526

Long-term payables

As of December 31, 2021, long-term payables for unpaid
consideration for the acquisition of a subsidiary amounted to
RMB2.9 billion. Such payables carry a contractual interest rate of
10% per annum.

(c) FHIEFHIA

HZE2021412A318  ARWE—XK
MBI KRS RENREBENKE
BARB20ET - WHEEMKIEBENE
BFFFEE10% o
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Management Discussion and Analysis (Continued)

BB Mo ()

CAPITAL COMMITMENTS

Details of the capital commitments outstanding of the Group are set out
under Note 43 of the Financial Statements.

CURRENCY RISK AND MANAGEMENT

The Group maintained some of the capital denominated in foreign
currency, mainly USD, EUR and HKD. Fluctuations in exchange rate
would influence the reserve in foreign currencies to a certain extent and
the Company is exploring and discussing measures to respond to foreign
exchange risk. The analysis of the exposure to exchange rate risk is set
out in Note 41 to the Financial Statements.

CONTINGENT LIABILITIES

The Group entered into guarantee agreements with certain commercial
banks in the PRC with respect to loan facilities granted to a joint venture
and a related party. Under these guarantee agreements, the Group
agreed to be jointly and severally liable for the borrowings incurred
by such joint venture and related party. The table below sets forth the
maximum liabilities under such guarantees as of the dates indicated.

BARESE

REBERBITEARENFBINMBRE
TR

E¥ERRER

AEBENBFIHROUINEHENES  EB
RET BT RET - BERNRBEINEE
EHBE—EFE  ARALEERRKFI®
FEEIHINE R R AV R 3E o P ERIE R AR A D
IrE R B IR R R4 -

i

g

RE
HARES

\

AEBEREETHERTRR T —RKEE
CER-RBEHITNERBE R LERT
7o REBEZFERGZ  AKEREZHZA
BR MR ELE B FIR RAER A
B - TREJIHEERATBHLBERET
M= B AR -

As of December 31,

M12A31H
2021 2020
20214 20204
RMB in millions RMB in millions
AR¥BEET AREEET

Financial guarantees issued to joint ME S NMBER

ventures 1,647.9 1,280.0
1,647.9 1,280.0

As of December 31, 2020 and 2021, the outstanding balance of loans
under the loan facilities guaranteed by the Group was RMB936.0 million
and RMB876.5 million, respectively. In the opinion of the Directors, the fair
values of the financial guarantee contracts of the Group were insignificant
at the date of issue of the financial guarantee and no provision is
necessary at the end of each reporting period, taking into account that the
net realizable value of the pledged assets held by the banks exceeded
the facilities and credit granted to the relevant parties. In addition, the
Directors do not consider it probable that a claim will be made against us
under any of these guarantees.
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Management Discussion and Analysis (Continued)

FUTURE PLANS AND USE OF PROCEEDS

Listing on the Main Board of the Stock Exchange in
March 2019

The shares of the Company were listed on March 15, 2019 (the “Listing
Date”) on the Stock Exchange. The Company issued 600,000,000 Shares
on the Listing Date, and issued additional 90,000,000 Shares on April 11,
2019 pursuant to the exercise of the over-allotment option, at the Offer
Price of HK$2.8 per Share. The total issuance size and gross proceeds
amounted to approximately HK$1,932 million. As at December 31, 2021,
all the gross proceeds from the Listing were used up.

During the Reporting Period, the net proceeds from the listing had been
applied as follows:

BEEwm MO ()

RIRETEIRFAERAERE
R201993 BB R FrER £

RATERRH 201963 158 ([ LM B E))
£ BARQERM T A HE17600,000,000
RERE (D - 7A201945 4 A 11 BiRIE BB A A #E
WITEBRIE SRR 2.8 T B EEHIT
90,000,000 [ 17 ° 42 3ITHRIE MK FRBFIA
A A1,932B BB T © 2021612731
A -t EmASFIRREE T ATE -

RIRE R - 2B EMEREFENER
BT

Unused net Actual use of Unused net

proceeds net proceeds proceeds

Proposed as at during as at

use of net December 31,  the Reporting December 31,

proceeds 2020 Period 2021

#2020 #2021

12A3101 RERE 12A318 1

FEMERE RERFB FEREFE RERFE

BERE NEEH BERAR RIEFHE
(HK$ million) (HK$ million) (HK$ million) (HK$ million)

(BE¥T) (B%8T) (BE%T) (B#%T)

Debt repayments EHER 7456 = = =
Investment plans REHE 559.2 = = =
Environmental protection plans and  BRIRATEI R ZHF R 3728 735 735 =

system upgrade
Working capital HEES 186.4 = = =
Total st 1,864 735 735 -
2021 3R
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Management Discussion and Analysis (Continued)

BHEE MM ()

Placing of new shares in June 2021

The Company placed 350,000,000 new shares at the placing price of
HK$5.90 per share (the “Placing”) in June 2021 which has been the first
issuance in equity capital market in Hong Kong since its listing is March
2019. During the Reporting Period, the net proceeds of HK$2,062.10
million from the Placing had been applied to upgrade the existing coke
and coking chemicals and refined chemicals manufacturing equipment
and environmental protection facilities and to fund the investment in
overseas coke enterprises by 80% as well as to replenish the working
capital of the Group by 20%. The Placing enabled the Company to
obtain further equity funding for upgrading the Group's existing coke
and coking chemicals and refined chemicals manufacturing equipment
and environmental protection facilities as well as potential mergers and
acquisitions, which is beneficial for the Group’s future expansion and
development.

In addition, the Placing further enlarged the Company’s shareholders’
equity base, optimized the capital structure of the Company, strengthened
the financial position and liquidity of the Group and provided support and
flexibility for the development of the Group.

As at December 31, 2021, the cash and cash equivalent reached
RMB2,280.9 million (as at December 31, 2020: RMB1,182.0 million)
reserved for the future development needs of the Group.
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Biographies of Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. YANG Xuegang (% Z ), aged 57, is an Executive Director, the chief
executive officer of the Company and the chairman of the Board. He was
appointed as an Executive Director in November 2007. He is responsible
for the overall management and business development of the Group. He is
also the chairman of the Nomination Committee.

Mr. Yang graduated from Hebei Hydraulic College (Ja/dt7KF|EH £
) (now known as Hebei University of Water Resources and Electric
Engineering (A 47K FIE 1 E6x)) in Cangzhou, the PRC in July 1985
with a diploma in hydraulic engineering construction and obtained the
hydraulic engineer qualification issued by the Handan City Labour
Bureau (HBE3M 4 #HAER) in December 1993. He completed a
master-level training course in business administration at Renmin
University of China (B AR AKZ2) in Beijing, the PRC in March 2000 and
was a supervisor of a master’'s degree program at Hebei University of
Economics and Business (JAIdEA&EE A E) in Shijiazhuang, the PRC in July
2002. He completed a further master-level training course in business
administration at the ZhongHua Yanxiu University (FREHHEAZ) in
Beijing, the PRC in September 2003. In November 2003, he obtained a
master’s degree in business administration from Asia International Open
University (Macau) (Z2M0RPIBIER AFARE) in Macau. He obtained the
senior engineer qualification awarded by the Hebei Provincial Department
of Human Resources and Social Security (AitE A HE R ET SRE
E2) in December 2012. In January 2017, Mr. Yang obtained an executive
master’s degree in business administration from Hebei University of
Technology (3L TZK22) in Tianjin, the PRC.

Prior to the establishment of the Group, Mr. Yang was employed at the
Dongwushi Reservoir Management Center (BRET/KEEIEE), a public
body directly subordinated to the Handan City Hydraulics Bureau (HBEB7K
# /), on a full-time basis for approximately 10 years from August 1985,
and became a deputy director of the Dongwushi Reservoir Management
Center from January 1988. He then joined the Group as general manager
as a result of his entrepreneurial efforts since the establishment of
Xingtai Risun Coking Limited in May 1995 and became chairman since
May 1996. Since September 2012, he has been a director of Beijing
Automic Technology Co., Ltd. (Gt RERFEZEHEAR M BRAF]) (“Beijing
Automic”), a company previously listed on the National Equities Exchange
and Quotations (ZBIF /M2 15 8838 E47T) (stock code: 430245), whose
principal business is the planning of water conservancy information
projects, consultation and assessment, as well as software and hardware
product development and services, and held as to 49.92% by Mr. Yang
and parties acting-in-concert with him.
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Over the years, Mr. Yang has taken up leadership roles in a number of
industry associations, including those relating to the coking industry.
He has been the vice president of CCIA since October 2005, and the
president of HBCCIA since January 2006. In February 2008, Mr. Yang
was elected and had served as a deputy to the 11th NPC and in February
2013, he was elected as a deputy to the 12th NPC.

Mr. ZHANG Yingwei (FR%{&), aged 50, is an Executive Director and a
vice president of the Group. He was appointed as an Executive Director in
July 2009. He is responsible for the overall management of the Tangshan
Production Base and the Cangzhou Production Base.

Mr. Zhang graduated with a bachelor’s degree in coal chemistry from
Tangshan Institute of Technology (LU T FMERT) (now known as
North China University of Science and Technology (ZE4b¥E T K&)) in
Tangshan, the PRC in June 1993. He completed a master-level training
program in business administration at Hebei University of Economics and
Business (A 1b4E & K E) in Shijiazhuang, the PRC in November 2004. He
also obtained a master’'s degree in metallurgical engineering at Hebei
Polytechnic University (f[1£32 T K) (now known as North China University
of Science and Technology (Z4£3 T X&) in Tangshan, the PRC in April
2007. In December 2012, he obtained the senior engineer qualification
from the Title Reform Leading Group Office of Hebei Province (JAl4t%& Bt
MR RS/ NMEPRE).

Mr. Zhang has over 28 years of experience in iron and steel industry
and coal chemical industry. Mr. Zhang worked for Xingtai Metallurgical
Machinery and Mill Roll Joint Stock Corporation (78 & )& & ## $L 88 i%
B ABRAT]) (now known as Sinosteel Xingtai Machinery & Mill Roll Co.,
Ltd. (/R B & ®mELEE AR A 7)), whose principal business is the
manufacturing of metallurgical machinery and parts for the production of
metallurgical rolls and equipment, from September 1993. He then joined
the Group in February 1996. He has been serving as a vice president of
the Coking Chemistry Sub-committee of the National Technical Committee
on Coal Chemical Industry of Standardization Administration of China
(ERE( TEEFEITZ E€) since May 2016, an expert on the expert
panel of the CCIA since January 2018 and an expert of both the HBCCIA
and the Department of Industry and Information Technology of Hebei
Province since April 2018.

Mr. HAN Qinliang (5%)%), aged 48, is an Executive Director and a vice
president of the Group. Mr. Han was appointed as an Executive Director
in May 2011. He is primarily responsible for the management of the
financial, accounting and information systems of the Group.

2021 ANNUAL REPORT
China Risun Group Limited

BEESZFRNZETERSERTEER
% BEEECITERANTEBRS - K E
2005FF10 A BEEHRRRETEHEIE
£+ B2006F 1 ABEE LA ELITER
2R - 2008F28 BEALEEEAFE+—
EEBAKRRE - R2013F28  HEEA
FH—EEEAAKE -

REERAE 505 AEBEHTESHE
AL o RIN2009F7 ARZERINITES -
BERLAERRRANEERRNERE
I# o

RCER1993F6 A2 E NP RHEILMEL
ITREMBER(RBELIETAS)  BEL
TE4EfT o HR2004FE 11 AETBRARE
ML E REEK T BB EIIRE -
2007 F 4 AEFREEILFILET KSR
WEILRTAS)ERAS TRELEM - B
2012%F 12 « b BB TE E EE /A
MAZBES P TIZEMER -

REEERIEITE B TITEREFH28F
&E o RAEM1993F9 A EMBNATT AR
SEBELERMERARGRETHER A
HWWBELEAR AR TBEKAEEARSH
W AR CELERREEENTH - HE
BPMN1996F 2 AMBAEE - R 20165F5
AREAZERE I ITEEERMEZEGHRE
tEERMEESRIEMEEE - WH20184F
1ABREAFRRETERSEREZESE
K - B20185F4 ARREMIILEE(LITER
GO ETEMESNBEER -

BEYRLL - 485 RAKEHITESRE
BE - RN20MFSARZERANTES -
ITRRBARENONE B REERARE
I8 o



Biographies of Directors and Senior Management (Continued)

Mr. Han obtained a diploma in industrial economy administration from
Hebei College of Mechanical Engineering (A1t#EE67) in Xingtai, the
PRC in June 1993 (as a result of a merger, Hebei College of Mechanical
Engineering is now part of Hebei University of Science and Technology
(AL RHE A E2)). In December 2001, he obtained a bachelor’s degree
in accounting from Hebei University of Economics and Business (J/dt
& KE) in Shijiazhuang, the PRC. In July 2001, he became a member
of Chinese Institute of Certified Public Accountants (& Bl & 5tEl 1
) in the PRC. In December 2003, he obtained the senior accountant
qualification from the Title Reform Leading Group Office of Hebei Province

(it e BN ERE AR A E).

Mr. Han joined the Group in March 2004. Mr. Han has approximately 28
years of experience in steel and coal chemical industry. From September
1993 to April 2004, he was the deputy head of the finance department
cost division in Xingtai Machinery and Mill Roll (Group) Corporation (F8&
M EL BT 2 @B R A 7)) (now known as Sinosteel Xingtai Machinery & Mill
Roll Co., Ltd. (FHiE B & #mELERFR A F])). In March 2004, Mr. Han
joined Xingtai Risun Trading as a general manager assistant.

Mr. WANG Fengshan (E L), aged 63, is an Executive Director and a
vice president of the Group. He was appointed as an Executive Director
in September 2018. He is primarily responsible for the procurement and
sales management of the Group.

Mr. Wang obtained a diploma in statistics from Hebei University (i 1t X £2)
in Baoding, the PRC in June 1989.

Mr. Wang joined the Group in March 2004. Mr. Wang has approximately
33 years of experience in procurement and sales management. From
August 1983 to September 1996, he was the sales manager in Hebei
Hongxing Automobile Factory Co., Ltd. (R/dt4L 2 /REEEAR A A]), a
company principally engaged in the automobile and automobile parts
manufacturing business, and from October 1996 to October 1998, he was
the general manager of Bear Asia Furniture Co., Ltd. (38ZREBMBRE A
A]), a company principally engaged in the metal furniture and furnishings
manufacturing business. From February 1999 to January 2004, he was a
general manager of Xingtai Zhongxing Pharmaceutical Co., Ltd. (ff&
M BRAA]), a company principally engaged in the pharmaceutical
business. In March 2004, Mr. Wang joined the human resources
department of Xingtai Risun Trading and oversaw the human resources
and administrative management in CNC Risun Coking from November
2004 to August 2009. He has been overseeing the Group’s procurement
and sales management since August 2009. Mr. Wang has been a vice
president of the HBCCIA since December 2016 and an expert on the
expert panel of the CCIA since January 2018.
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Mr. WANG Nianping (£ %), aged 59, is an Executive Director and a
vice president of the Group. He was appointed as an Executive Director
in September 2018. He is primarily responsible for the legal and risk
management of the Group.

Mr. Wang obtained a bachelor’'s degree in law from the Institute of
Hubei Finance (#1bBIAEE6T) (now known as Zhongnan University of
Economics and Law (FEIPEBIEKRZ)) in Wuhan, the PRC in July
1984. He obtained a post-graduate degree in international trade and
a juris doctor degree from the University of International Business and
Economics (#9MEEE 5 AE) in Beijing, the PRC in June 1994 and
December 2007, respectively. He was admitted as a qualified lawyer in
the PRC in June 1987 and obtained the senior economist qualification
issued by the Sinopec Group in November 2004.

Mr. Wang joined the Group in February 2011 and prior to joining the
Group, he had over 12 years of extensive experience in the petrochemical
industry. He was recognized as a third level lawyer in April 1990 by the
China National Petroleum Corporation (F BlARK AR LA R]) where he
worked. In January 1996, Mr. Wang joined China Petroleum Engineering
Construction Corporation, a company whose principal business is building
oil and gas infrastructures and undertook various positions including
contracts administrator, senior officer of the debt recovery department
and deputy manager of the projects department. In May 2001, he joined
Sinopec International Petroleum Exploration and Production Corporation
(“SIPC”), a company whose principal business is in overseas oil and
gas investment and operations, as the deputy manager of the legal
department. From November 2004 to December 2008, he served as the
vice president of the SIPC’s subsidiaries in Kazakhstan and as the deputy
general manager of the SIPC’s subsidiaries in Syria from January 2009 to
October 2010.

Mr. YANG Lu (#58%), aged 31, is an Executive Director. He is primarily
responsible for the management of the import, export and domestic
trading business of the Group. He was appointed as an Executive
Director in September 2018.

Mr. Yang Lu graduated with a bachelor’s degree in chemical engineering
from the Washington University in St. Louis, the United States in May
2012. He obtained the fund management qualification from the Asset
Management Association of China in June 2015.

Mr. Yang Lu joined the Group in November 2013. Prior to joining the
Group, he was a junior consultant at Roland Berger Management
Consultants (Shanghai) Co., Ltd. (BB ERCEEE FEBERAR), a
global strategy consulting firm, from September 2012 to September 2013,
and from October 2013 to November 2014, he worked in the marketing
department of Beijing Automic. Mr. Yang Lu has been the chairman’s
assistant of Hong Kong Risun since November 2013 and worked in the
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market research department as deputy manager of Risun Marketing Co.
Ltd. (JBFZ & $EBRAR]) (previously named as Beijing Risun Hongye
Chemicals Co., Ltd.) from December 2014 to May 2016. He then worked
in Beijing Risun Fund Management Co., Ltd. JQt ZBIGE S BB ER A7),
a wholly-owned subsidiary of Xuyang Holding, between June 2016 and
September 2018, first as deputy general manager and subsequently as
general manager. Since September 2018, he was the general manager of
Risun Marketing (JEFZ %4 £4).

Mr. Yang Lu is the son of Mr. Yang.
INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. KANG Woon (EJE), aged 59, is an Independent Nonexecutive
Director and also the chairman of the Remuneration Committee and a
member of the Audit Committee and Nomination Committee. He was
appointed as an Independent Non-executive Director between November
2011 to September 2015 and reappointed in September 2018.

Mr. Kang obtained a doctorate of jurisprudence from the University of
Texas in Austin, Texas, the United States in May 1990. He has been
an attorney-at-law of the Supreme Court of the State of New York since
March 1991, and a member of the Law Society of England and Wales
since May 1998.

Mr. Kang served as a supervisor from May 2004 to June 2007 and was
an independent non-executive director of Anhui Conch Cement Company
Limited (Z#USIZICERDEMRAA]), a company principally engaged in
cement products manufacturing dually listed on the Main Board of the
Stock Exchange and Shanghai Stock Exchange (stock codes: 914 and
600585, respectively), between October 1997 and May 2004 as well
as between June 2007 and May 2013. Mr. Kang was an independent
non-executive director of China Yurun Food Group Limited (FFEIFEE
mEE AR AT]), a company whose principal business is manufacturing
meat products and listed on the Main Board of the Stock Exchange (stock
code: 1068), from April 2005 to January 2010.

Mr. YU Kwok Kuen Harry (REI#), aged 52, is an Independent
Non-executive Director and also the chairman of the Audit Committee and
member of the Nomination Committee and Remuneration Committee. He
was appointed as an Independent Non-executive Director in September
2018.

Mr. Yu received his diploma in accountancy from Morrison Hill Technical
Institute in Hong Kong in 1991 and master’s degree in business
administration from Manchester Business School in the United Kingdom
through long-distance learning in July 2000. Mr. Yu is a fellow of the
Institute of Chartered Accountants in England and Wales, a fellow of the
Hong Kong Institute of Certified Public Accountants and a fellow of the
Association of Chartered Certified Accountants. Mr. Yu is also a Certified
Public Accountant in the Macau Special Administrative Region.
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Mr. Yu joined KPMG, an international accounting firm in October 1991
and was a partner of KPMG from July 2002 to June 2011.

Mr. Yu also serves as an independent non-executive director at
Impro Precision Industries Limited, a manufacturer of high-precision,
high-complexity and mission-critical casting and machined components
and a company listed on the Main Board of the Stock Exchange (stock
code: 1286) since April 2019.

Mr. WANG Yinping (£5|F), aged 61, is an Independent Nonexecutive
Director and also a member of the Audit Committee and Remuneration
Committee. He was appointed as an Independent Non-executive Director
in September 2018.

Mr. Wang obtained a bachelor’'s degree in law from Renmin University
of China (FEI AR KE) in Beijing, the PRC in July 1985 and a master’s
degree in business administration from the China Europe International
Business School (FEXEIFE TREET) in Shanghai, the PRC in November
2004.

Mr. Wang has extensive experience in corporate management. He joined
China National Chemical Import & Export Corporation (f Bt Ti# O
4\ F]) (now known as Sinochem Group Co., Ltd. (TEF{tEEBRA
Al)) (“Sinochem”), a conglomerate offering exploration and production
of oil and gas, energy, agriculture, chemical, real estate and financial
services, in March 1988 and held various senior positions between March
1988 and March 2014 in Sinochem and its subsidiaries (“Sinochem
Group”), including the deputy general manager of the Hainan branch of
Sinochem, the general manager of the Pudong branch of Sinochem, the
deputy general manager of China Foreign Economic and Trade Trust
Company Limited (FF BI$9MEEE S 1555 B R 2 7]) a company principally
engaged in microfinance, industrial finance, capital market and wealth
management, the general manager of the human resource department
of Sinochem Group, the vice president of Sinochem Group, the general
manager of Sinochem International Trading Company Limited (now
known as Sinochem International Corporation (F{t BIFEIE R (5 B IR
7~ 7)), a company listed on the Shanghai Stock Exchange (stock code:
600500) and principally engaged in the chemical and rubber business,
the chairman of the China Foreign Economic and Trade Trust Company
Limited and the chairman of the Sinochem Lantian Co., Ltd. (f{t&X
E£EAERAF]), a company principally engaged in research, production
and sale of fluorinem chemicals. Mr. Wang also served as chairman of
the board of Zhejiang Int'l Group Co., Ltd. (ITREFEBRMNHERAF]), a
company that produces and sells pharmaceutical and Chinese medicine
health products in China and listed on the Shenzhen Stock Exchange
(stock code: 000411) from December 2010 to March 2014. From January
2015 to December 2016, Mr. Wang was an executive director of China
Pioneer Pharma Holdings Limited, a company listed on the Main Board of
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the Stock Exchange (stock code: 1345) and a comprehensive marketing,
promotion and channel management service provider dedicated to
imported pharmaceutical products and medical devices in the PRC, and
was re-designated and has been serving as a non-executive director
since December 2016.

Mr. Wang has been an independent non-executive director of Yida China
Holdings Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 3639) since December 2016.

SENIOR MANAGEMENT

Mr. JIA Yunshan (Z3&l), aged 54, has been a vice president of the
Group since December 2004. He is primarily responsible for the financing
and cash management of the Group. In July 1990, he completed a
program in financial accounting from Hebei Materials Institute (jit4#7& £
#2) (now known as Hebei Economy Management School (i 1L 4% & 1R 2
1)) in Shijiazhuang, the PRC. In July 2003, he completed a master-level
training program in business administration at Hebei University of
Economics and Business (JAI1LAS & X&) in Shijiazhuang, the PRC.

Mr. Jia has approximately 26 years of experience in financing and
cash management. Mr. Jia has been employed by the Group since the
establishment of Xingtai Risun Trading in May 1995. He has held various
management positions in the Group, including financial manager and
deputy general manager of Xingtai Risun Trading from May 1995 to
November 2004. He has been a director of Beijing Automic Technology
Co., Ltd. since September 2012.

Mr. LI Qinghua (ZE#), aged 58, has been a vice president of the
Group since June 2015. He is primarily responsible for the overall
management of the Dingzhou and Xingtai Production Bases. He
graduated from the Anhui Economic Management Cadre Institute (Z2#4E
EEIEAEREART) in Hefel, the PRC in July 1987 with a diploma in industrial
enterprise management and obtained a master's degree in economics
from the Party School of the Central Committee of the Communist Party
of China (AR RER) in Beijing, the PRC in July 2001. He obtained a
senior economist qualification from the Title Reform Leading Group Office
of Hebei Province (Jf1 3t & B il 2 E 8/ MESF A ZE) in November 1999.

Mr. Li joined the Group in November 2004 as a deputy general manager
of Xingtai Risun Trading. He has approximately 27 years of corporate
management experience. Prior to joining the Group, he undertook several
positions at Hebei Changzheng Automobile Manufacturing Co., Ltd. ()]
I RADREEEAR AT, an automobile manufacturer, from July 1983
to October 2004, including director of the special cars factory from May
1993 to June 1998, deputy director and director of the general factory
from June1998 to September 2002 and deputy general manager of Hebei
Changzheng Automobile Manufacturing Co., Ltd. from September 2002 to
October 2004.
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Biographies of Directors and Senior Management (Continued)
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Mr. YUAN Xixian (38% ), aged 59, has been a vice president of the
Group since August 2017. He is primarily responsible for management
of the Group’s strategic investments, production and engineering. He
graduated from the Hebei Institute of Mining and Metallurgy (aldtizAE
Bt) (now known as the North China University of Science and Technology
(1t T K2)) in Tangshan, the PRC in July 1983. He obtained a senior
engineer qualification from the Title Reform Leading Group Office of
Hebei Province in December 2004.

Mr. Yuan has approximately 38 years of experience in the steel and coke
industry. He joined the Group in May 2017. Prior to joining the Group, Mr.
Yuan joined Xingtai Iron & Steel Corp., Ltd. (& HEHBRELRA), a
high-end, specialized, wire manufacturer in July 1983 and was a deputy
general manager, general manager and chairman from June 1998 to
October 2016.

Mr. HO Pui Lam Joseph (f5fi#), aged 41, is the company secretary
of the Company. He is responsible for the management of corporate
governance and company secretarial matters, participation in the making
of material business decisions and development of the business strategy.
He obtained a bachelor’'s degree in business administration from the
University of Hong Kong in Hong Kong in December 2002. He has been a
fellow member of the Hong Kong Institute of Certified Public Accountants
since May 2018.

Mr. Ho has approximately 18 years of auditing, financial and company
secretarial experience. He joined the Group in September 2017. Prior to
joining the Group, he was an audit manager at Deloitte Touche Tohmatsu
from September 2002 to November 2009. He also served as the financial
controller and company secretary of Renheng Enterprise Holdings
Limited, a company principally engaged in the manufacture and sale of
tobacco machinery products in the PRC and listed on the Main Board of
the Stock Exchange (stock code: 3628), from June 2010 to August 2017.
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Report of the Board of Directors

The Board hereby presents their report together with the Financial
Statements for the year ended December 31, 2021 to the Shareholders.

BUSINESS REVIEW

OPERATING ENVIRONMENT AND PROSPECTS

Please refer to “Management Discussion and Analysis — Overview” and
“Management Discussion and Analysis — Business Review” in this annual
report for details.

LAWS, REGULATORY AND COMPLIANCE MATTERS

As of December 31, 2021, there are no material pending or threatened
litigation matters or other proceedings, and the Group is not involved in
any litigation or other proceedings that we believe would materially and
adversely affect our business, financial condition or results of operations.

Directors have confirmed that during the Reporting Period, the Group
had complied with the applicable laws and regulations in all material
respects, and did not have any incidents of material non-compliance, and
had obtained all relevant permits, approval documents, qualifications,
authorizations and approvals upon examination material to our business
operations.

SIGNIFICANT SUBSEQUENT EVENTS

Details of significant subsequent events are provided in Note 47 to the
Financial Statements.
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RELATIONSHIP WITH EMPLOYEES

We recruit new employees based on specific job requirements, our
resources and needs from time to time. We provide technical as well as
operational training for our employees, and we have tailored specific
courses for our management personnel in order to build a competent
team.

As of December 31, 2021, we had 7,678 full-time employees (2020:
4,407). Most of our senior management members and employees are
based in Beijing and Hebei province.

We enter into a standard employment contract with each of our full- time
employees. Compensation for our employees includes basic wages,
variable wages, bonuses and other benefits. For the years ended
December 31, 2020 and 2021, our staff costs amounted to RMB521.0
million and RMB1,097.7 million respectively.

The Company’s remuneration policy is set out by the Remuneration
Committee on the basis of the employees’ merit, qualifications
and competence. The emoluments of the Directors are set by the
Remuneration Committee, having regard to among others, salaries
paid by comparable companies as well as time commitment and
responsibilities and employment conditions of the Group.

None of the directors waived or agreed to waive any remuneration and
there were no emoluments paid by the Group to any of the directors as
an inducement to join, or upon joining the Group, or as compensation for
loss of office.

The Group has adopted the Share Option Scheme to motivate and reward
its Directors and eligible employees. For further details, please refer to the
section headed “Report of the Board of Directors — Share Option Scheme”
of this report.

During the Reporting Period, we had not experienced any interruptions
to our operations caused by major labor disputes and there were no
complaints or claims from our employees which had a material adverse
effect on our business. Our Directors believe that we have a good
relationship with our employees. During the Reporting Period, the Group
had no major labor disputes which might produce significant impact of
the normal business and operation of the Group.
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Report of the Board of Directors (Continued)

RELATIONSHIP WITH CUSTOMERS

We sell our coke primarily to customers in the iron and steel industry
in the PRC, and export a portion to overseas customers. We sell our
refined chemicals primarily to manufacturers and traders in the chemical
industry in the PRC, and export a small portion to customers overseas.
Our end customers may purchase directly from us or purchase through
their affiliated trading arms. Our customers for trading business are
primarily companies in the iron and steel, non-ferrous, coking and
chemical industries. During the Reporting Period, we did not adopt any
distributorship business models in selling our products.

We maintain long-term cooperative relationships with our major
customers. Some of them have maintained business relationships with
us for more than five years, of which the customer with the longest
relationship has maintained a business relationship with us for 16 years.
Furthermore, we have entered into long- term framework agreements with
certain of our customers. Our products supplied under such long-term
framework agreements mainly include coke, benzene, caprolactam and
methanol.

During the Reporting Period, the revenue attributable to our top five
largest customers was approximately RMB8,726.1 million, accounting
for 22.7% of the total revenue of the Group (2020: RMB4,159.0 million
or 21.0%). The revenue attributable to our single largest customer was
approximately RMB2,697.5 million, accounting for approximately 7.0% of
the total revenue of the Group (2020: RMB1,198.2 million or 6.1%). Our
top five customers during the Reporting Period were independent third
parties, and none of our Directors, their associates or any Shareholder
(who, to the knowledge of our Directors, owned more than 5% of the
Company’s share capital as of December 31, 2021) had any interest in
any of our top five largest customers during the Reporting Period.
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RELATIONSHIP WITH SUPPLIERS

The principal raw material used for our coke and coking chemical
production is coking coal. We mainly source our coking coal from
external suppliers. The major types of coking coal we purchased included
hard coking coal, fat coal, gas coal, 1/3 coking coal and lean coal.
We purchased a large proportion of our coking coal from suppliers in
Shanxi province and Hebei province. If overseas coking coal is more
competitively priced than domestic coking coal, we will source coking
coal from countries such as Mongolia and Australia.

For the production of our refined chemicals, the principal raw materials
are coking chemicals, which include crude benzene, coal tar and coke
oven gas. Coking chemicals are by-products in the coking process. We
mainly source such raw materials externally from our suppliers, but also
source a portion of such raw materials by utilizing by-products from the
coke production facilities at our Dingzhou Production Base and from CNC
Risun Coking at our Xingtai Production Base.

We generally enter into annual procurement arrangements with key
suppliers. These supply arrangements specify the indicative quantities
of raw materials that we plan to purchase in the relevant period and are
subject to separate purchase orders to confirm delivery. Our suppliers
typically granted us credit terms of 30 to 90 days. Pursuant to these
arrangements, our procurement department purchases the required raw
materials from suppliers in accordance with production plans prepared
by our production department. Generally, purchase prices are based
on prevailing market prices at the time of delivery of the raw materials.
We make and implement our raw material procurement plans in line
with our production plans which are primarily based on periodical
review of customers’ orders in order to reduce our exposure to market
price fluctuations of raw materials. The internal market analysis reports
generated by our market department also provide us with a basis for
determining procurement prices.
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Report of the Board of Directors (Co

We have a broad base of suppliers and do not depend on any single
supplier. For instance, we procured coking coals from over 100 suppliers
in the PRC and overseas during the Reporting Period. A broad base
of suppliers help enables us to procure a wide range of quality raw
materials at competitive prices. Though we did not enter into any long-
term agreements with our suppliers of raw materials, we maintained long-
term cooperative relationships with our key suppliers. Some of them have
maintained business relationships with us for more than five years.

Our subsidiaries engaged in the production business have passed the
ISO 9001:2008/ISO 9001:2015 Quality Management System standard
which imposes detailed supplier selection and assessment procurement.
The selection and assessment of our suppliers include:

° the quality and specifications of the raw materials they offer;
o the size and locality of their operations; and
o their past transaction records and terms of trade with us.

During the Reporting Period, our purchases from our top five suppliers
were approximately RMB8,700.9 million, accounting for approximately
26.3% of our cost of sales (2020: RMB4,014.9 million or 24.2%).
Our purchases from our single largest supplier were approximately
RMB4,315.1 million, accounting for approximately 13.1% of our cost of
sales (2020: RMB2,049.5 million or 12.4%). Except for CNC Risun Coking
disclosed in Note 39 to the Financial Statements, our top five largest
suppliers are independent third parties, and none of Directors, their
associates or any Shareholder (to the knowledge of Directors, owned
more than 5% of the Company’s share capital as of December 31, 2021)
had any interest in any of our top five largest raw material and equipment
suppliers during the Reporting Period.

During the Reporting Period, we did not experience any material
shortages or delays in the supply of our raw materials, and we do not
foresee any material shortages or delays in our procurement of raw
materials in the future. We closely monitor the inventory levels of our
raw materials, and we adjust our procurement volumes accordingly in
anticipation of periods in which we may encounter raw material supply
shortages or product demand increases.
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BUSINESS PERFORMANCE

The audited results of the Company and its subsidiaries for the year
ended December 31, 2021 are stated on pages 131 to 132 of the
Consolidated Statement of Profit or Loss and Other Comprehensive
Income. The financial positions of the Company and its subsidiaries as at
December 31, 2021 are stated on pages 133 to 134 of the Consolidated
Statement of Financial Position. The consolidated cash flows of the
Company and its subsidiaries for the year ended December 31, 2021 are
stated on pages 136 to 138 of the Consolidated Statement of Cash Flow.

The discussion and analysis on the Group’s business performance and
financial position for the current year are stated under “Management
Discussion and Analysis” on pages 48 to 70 of this annual report.

SHARE CAPITAL

As of December 31, 2021, the total issued share capital of the Company
was HK$444,000,000.00 divided into 4,440,000,000 shares of HK$0.1
each. During the Reporting Period, the Company issued 350,000,000 new
shares upon the placing of shares in June 2021.

PURCHASE, SALE AND REDEMPTION OF THE
LISTED SECURITIES OF THE COMPANY

During the year ended December 31, 2021, the Company and its
subsidiaries did not purchase, sell or redeem any of the Company’s
securities.

DEBENTURE ISSUED

The Group has not issued any debentures during the year ended
December 31, 2021.

PRE-EMPTIVE RIGHT TO ACQUIRE

There are no provisions for pre-emptive rights under the Articles of
Association or applicable laws of the Cayman Islands where the Company
is incorporated, which would oblige the Company to offer new Shares on
a pro-rata basis to existing Shareholders.
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Report of the Board of Directors (Continued)

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief or exemption available to the
shareholders by reason of their holding of the Company’s securities.

RESERVE

The details in relation to the changes in the reserve of the Company for
the current year are stated under Note 36 of the Financial Statements.
The details in relation to the reserve available for distributing to the
shareholders are stated under Note 36 of the Financial Statements.

PROPERTY, PLANT AND EQUIPMENT

The Group’s property, plant and equipment consist mainly of machinery
and equipment. We purchased our machinery and equipment mainly with
cash from operations and debt financing from banks and other financial
institutions. Machinery and equipment are primarily the various types of
machineries and equipment at our production site at our seven production
bases in China, including Xingtai Production Base, Dingzhou Production
Base, Tangshan Production Base, Cangzhou Production Base, Huhhot
Protduction base, Yuncheng Production Base and Dongming Production
Base.

As of December 31, 2021, our property, plant and equipment amounted
to approximately RMB16,677.0 million, with a year-to- year growth of
49.9%. This was mainly because of the addition of RMB3,015.2 million
in property, plant and equipment, the addition of RMB3,835.3 million
by acquisition of a subsidiary and partially offset by the depreciation of
RMB1,125.5 million.
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DIVIDENDS AND DIVIDEND POLICY

After obtaining the shareholders’ approval at the 2020 annual general
meeting on May 24, 2021, the Company paid a final dividend of RMB10.5
cents per share (tax inclusive) for the year ended December 31, 2020 in
cash to shareholders whose names appeared on the register of members
of the Company on June 17, 2021, and the final dividend was fully paid
on June 30, 2021.

On August 27, 2021, the Board declared an interim dividend for 2021
of RMB12.3 cents per share (tax inclusive) in cash to its shareholders
whose names appeared on the register of member of the Company on
September 14, 2021. The interim dividend was fully paid on September
28, 2021.

The Board recommends the distribution of a final dividend of total
amount of RMB279,720,000 (dividend amount of each ordinary share is
RMB6.3 cents (tax inclusive)) for the year ended December 31, 2021 to
all shareholders, details of which are set out in Note 15 to the Financial
Statements. Subject to the approval at the 2021 Annual General Meeting,
the final dividend will be distributed on or before June 30, 2022 to the
Shareholders whose names appear on the register of Shares of the
Company on June 20, 2022. Further announcements will be made by
the Company in due course regarding the details of the date of dividend
distribution and other specific arrangement.

The recommendation of payment and the amount of any future dividends
will be at the absolute discretion of the Board and the amount of any
dividends actually distributed to our Shareholders will depend on our
results of operations, cash flows, financial condition, payments by our
subsidiaries of cash dividends to us, our future prospects and other
factors that our Directors consider important. We expect to distribute no
less than 30%.

BANK BORROWINGS AND OTHER BORROWINGS

The details in relation to the bank borrowings and other borrowings of the
Company and its subsidiaries as of December 31, 2021 are stated under
Note 32 of the Financial Statements.
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Report of the Board of D|rectors (Co

DIRECTORS AND SENIOR MANAGEMENT

The Board of Directors currently consists of nine Directors, among whom,
six are Executive Directors and three are Independent Non-executive
Directors. The Directors have been appointed with a term of three years,
after which they may be re-elected.

The information regarding the Company’s Directors are set out as follows
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Relationship with other
Roles and Appointment Date of Directors and Senior
Name Age Position Responsibilities Date Joining the Group Management
#E 3 B RERBE ZERH MAFEER B S RHMESRSRERRENER
Mr. Yang Xuegang 57 Executive Director, ~ Overall management and ~ November 8, May 12, 1995 Father of Mr. Yang Lu
chairman of the Board  Business development of 2007
and chief executive the Group
officer
ASmAL 57 YiTES BRELRE FARENEREERER  2007F11A8H 1995458128 BREENLE
R R
Mr. Zhang Yingwei 50 Executive Director and Overall management of the  July 24, 2009 February 5, 1996 N/A
vice president of the  Tangshan Production
Group Base and the Cangzhou
Production Base
RABEE 50 YrEFRAEE  BLEEEERAMEE  200057A24E 19964258 TR
s ERfBREE
Mr. Han Qinliang 48 Executive Director and Management of the May 18, 2011 March 1, 2004 N/A
vice president of the  financial, accounting and
Group information systems of
the Group
BYntE 48 YTEFRAEE  AREONE  eHRES 211FSA1BE 20044381H Bl
Bl ZoER
Mr. Wang Fengshan 63 Executive Director and Management of procurementSeptember 29, March 1, 2004 N/A
vice president of and sales of the Group 2018
Group
TREE 63 YTEERAEE  AEEFELEEEE  018F9A208  2004F381A TR
B
Mr. Wang Nianping 59 Executive Director and Legal and risk management September 29, February 22, 2011 N/A
vice presidentof the  of the Group 2018
Group
TEVESE 59 PIESRAEE  AEEEERERER 2018%9H29H 011624228 TiEA
Bl
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Relationship with other
Roles and Appointment Date of Directors and Senior
Name Age Position Responsibilities Date Joining the Group Management
#E 3 B BEREE ZERH MAKZEEHRE REMESRSRERRNEE
Mr. Yang Lu 31 Executive Director ~ Management of the import, September 29, November 1, 2013 Son of Mr. Yang Xuegang
export and domestic 2018
trading business of our
Group
BREE 31 Hi1ES ERASEMELORER 20185978298 2013F11A1R PERAENTT
B5%%
Mr. Kang Woon 59 Independent Non- Oversight of the compliance September 29, November 11, 20110 N/A
executive Director and corporate 2018
governance matters of
the Group and provision
of independent advice to
the Board
REBRE 59 BUFHTES EERSENSGHREEE 2018598208  2011E11ANAY TR
BEH TMEFERME
BUE
Mr. Yu Kwok Kuen 52 IndependentNon-  Same as above September 29, September 29, 2018 N/A
Harry executive Director 2018
REEEE 52 BUFHTES AL 2018F9A29R 201859729 TR
Mr. Wang Yinping 61 Independent Non-  Same as above September 29, September 29, 2018 N/A
executive Director 2018
Fol Tk 61 BUNES G 201849A29A 201849A29A TEA
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The information regarding the Company’s senior management are set out ERARARRRERENERESINT
as follows:

Relationship with other
Roles and Appointment Date of Directors and Senior
Name Age Position Responsibilities Date Joining the Group Management

2 R Bz BEREE Z{TEH MAKSEH A HENESRARERENEE

Mr. Jia Yunshan 54 Vice president of the ~ Financing and cash December 6, May 12, 1995 N/A
Group management of the 2004
Group
BEIL%EE 54 TEEEISH FEENBARRSER  2004512A6H 199565128 TER

Mr. Li Qinghua 58 Vice president of the  Overall management of the June 8, 2015 November 1, 2004 N/A
Group Xingtai Production Base
PRERE 58 REERIRH BetEERTMEER 201556A8A 2004511718 Bl
B HERRRSES

BB

Mr. Yuan Xixian 59 Vice president of the  Management of the Group’s August 1, 2017 May 8, 2017 N/A
Group strategic investments,
production and
engineering
BRREE 59 REEREH ERASENKRRE £ 201768A18 2017%5A8H TR
ERTR

Mr. Ho Pui Lam 41 Company secretary  Management of corporate ~ September 29, September 20, 2017 N/A
Joseph governance and 2018
company secretarial
matters, participation in
the making of material
business decisions and
development of the
business strategy
fbREE 4 NAHE ERARMABALANES 2018598208  2017F9A20R i
H 2EEREBRER
e R R
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The Company has received the confirmation of the independence issued
by the Independent Non-executive Directors in accordance with Rule
3.13 of the Listing Rules and is of the opinion that all Independent Non-
executive Directors are independent of the Company.

CHANGES TO THE INFORMATION OF DIRECTORS

According to Rule 13.51B(1) of the Listing Rules, during the Reporting
Period, there is no change made to the information disclosed by Directors
pursuant to the provisions of paragraphs (a) to (e) and (g) of Rule
13.51(2) of the Listing Rules.

SERVICE CONTRACTS OF DIRECTORS

None of the Directors of the Company has entered into a service contract
with the Company or any of its subsidiaries that may not be terminated by
the employer within one year without the payment of compensation (other
than statutory compensation).

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The details of the remuneration of the Company’s Directors and five
highest paid individuals are stated under Note 13 in the Financial
Statements. The range of remuneration of the senior management are as
follows:

ARBCEREFEIFNTESRE TR
B3 BGBENBLUERAE - ARA/FE
BY FATEFEHBHILINARA -

EEERNED

RIE LR AIZE13.51B(1) 1§ - RS HIA -
BERE ETHRAIE13.512)KE (@) ZE(e)&
KE(Q)BMERE < BRI EE

o

EERBESH

BEARREFRARRIEE[FMEAF
IR EEIN —FARRIEMBAX NS
ECEERERINORBEEL -

EERSREERNEH

AAREERELREHALHIMOHEH
REBBMANES - B RE B HHEE
T :

Number of
Range of Remuneration (HK$) Senior Management
e E s ) SREEEBAK
0-1,000,000 0
1,000,001-1,500,000 0
1,500,001-2,000,000 0
2,000,001-2,500,000 4
6,000,001-6,500,000 1

INTERESTS OF DIRECTORS (AND THEIR CONNECTED
ENTITIES) IN MATERIAL TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

None of the Directors (and their connected entities) is or was materially
interested, directly or indirectly, in any transaction, arrangement or
contract of significance entered into by the Company or the Controlling
Shareholders or any of their respective subsidiaries at any time during the
Reporting Period or subsisted at the end of the Reporting Period.
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INTERESTS OF DIRECTORS IN COMPETING
BUSINESS

During the Reporting Period, none of the Directors nor their associates
had any competing interests in such business that is in direct or indirect
competition with any of the Group’s business.

THE INTEREST AND SHORT POSITIONS OF THE
DIRECTORS AND SENIOR MANAGEMENT IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES

Save as disclosed below, as of December 31, 2021, none of the Directors
and chief executives of the Company had any interests or short positions
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)
which were required to be notified to the Company and the Hong Kong
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO, or
which were required, pursuant to section 352 of the SFO, to be recorded
in the register referred to therein, or which were required, pursuant to the
Model Code as set out in the Listing Rules, to be notified to the Company
and the Hong Kong Stock Exchange.

ﬂnued)

=(8)

EE2H

EENHFERBHER

RREHR - BEEEREBEARERE
EEKEENMEERGEOESRHREET
A5 e o

EERSREEERRG - HER
D RESNERRXR

BRI XFTIRERE SN - B E2021F 128318 -
BEEERARAETESENAARHET
FEEEEE (B & R EH R B EHI S XVER)
R - ABERMSESTR - BERIEES
NEE GBI EXVERET7 N ESH HAME AR
AR BB EMERSAR - IRE
BE RIS 5P E35215 BR8N % I AT T
ERMHTERSOAR - SR ETRA
FrEiZ T RIZEA S AR r R B BB ZFTH
E s A R ©

Approximate
percentage of
the total issued
share capital in

Name of Director Capacity/Nature of Interest Number of Shares the Company
HAEARFE

BAITRAAE

BEgE B, EnittE R BE NN BE DL
Mr. Yang®" Interest in controlled corporation 3,122,444,928(L) 70.33%
B AED R EE RS 3,122,444,928(L) 70.33%
Mr. Han Qinliang Beneficial interest 300,000(L) 0.01%
B AL BEnEBA 300,000(L) 0.01%
Mr. Wang Feng Shan Beneficial interest 432,000(L) 0.01%
FRLEE BEnEBA 432,000(L) 0.01%
Mr. Yang Lu Beneficial interest 3,130,000(L) 0.07%
Bt BEnEBA 3,130,000(L) 0.07%

(L)  denotes long positions

Note:

(1) Texson is wholly-owned by Mr. Yang. Accordingly, Mr. Yang is deemed
to be interested in the Shares held by Texson.

(L) sEREFA
Mt -

(1) ERHRAGELEREES Bl HEE
BRARERREENRD P HREEES -
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS IN
SHARES

So far as is known to the Directors of the Company, as of December 31,
2021, the following persons (other than the Directors or chief executives
of the Company) had interest and short positions in the Shares, or
underlying Shares of the Company which were required to be notified
to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or
which were required, pursuant to section 336 of the SFO, to be recorded
in the register referred to therein, or which had already been notified to
the Company and the Hong Kong Stock Exchange:

EFRRRRRAD S

TARBESFA - HE2021F 128318 -
TIHAL(ESHARAEESERINDA
NGO SHERO T - BERBIZIHFK
GBI EXVEE 2R EIHEHAME AR
AR R AR - IIRBRES RAEGIIE
336147E L BRI SR 16 P I8 & so Ay i s T2
B REMEARARREBHIERZ KR

P

o

)

Approximate
percentage of
the total issued
share capital in

Name of Shareholder Capacity/Nature of Interest Number of Shares the Company
LR N

ERITRALRE

EEpnE B, RmtEg RDEE MBI E ot
Texson Beneficial interest 3,122,444,928(L) 70.33%
ZFF ey 3,122,444,928(L) 70.33%

(L)  denotes long positions
Notes:

Save as disclosed above, as of December 31, 2021, the Directors of the
Company were not aware of any person (other than the Directors or chief
executives of the Company) who had interest or short positions in the Shares
or underlying Shares of the Company which were required to be notified to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or which were
required, pursuant to section 336 of the SFO, to be recorded in the register
referred to therein, or which had already been notified to the Company and the
Hong Kong Stock Exchange.

SHARE OPTION SCHEME

On February 21, 2019 (the “Adoption Date”), the shareholders adopted
the Share Option Scheme (the “Share Option Scheme”). The terms of the
Share Option Scheme are in compliance with the provisions of Chapter 17
of the Listing Rules.
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Report of the Board of Directors (Continued)

PURPOSE

The purpose of the Share Option Scheme is to provide incentives to
Participants (as defined in the following paragraph) to contribute to the
Company and motivate them to higher levels of performance, and to
enable the Company to recruit high caliber employees and attract or
retain human resources that are valuable to the Group.

WHO MAY JOIN

The Board may, at its absolute discretion, offer options to subscribe for
such number of Shares in accordance with the terms set out in the Share
Option Scheme (“Options”) to any employee, executive director or non-
executive director (including independent non-executive director) of any
member of the Group (the “Participants”).

MAXIMUM NUMBER OF SHARES

The maximum number of Shares which may be issued upon exercise of
all options to be granted under the Share Option Scheme (the “Maximum
Number of Shares”) and any other Share Option Scheme of the Group
shall not in aggregate exceed 10% of the total number of Shares in issue
immediately upon completion of the Global Offering, however, that,
subject to compliance with the Listing Rules:

(i)  the Company may, at any time as the Board may think fit, seek
approval from our Shareholders to increase the Maximum Number
of Shares, up to a maximum of 10% of the Shares in issue at the
date of approval by our Shareholders in general meeting. Options
previously granted under the Share Option Scheme or any other
scheme of the Company (including those outstanding, cancelled or
lapsed in accordance with the terms of the Share Option Scheme
or any other scheme of the Company) shall not be counted for the
purpose of calculating the new Maximum Number of Shares. The
Company will send a circular containing the details and information
required under the Listing Rules to the Shareholders;

(i) the Company may seek separate approval from the Shareholders in
general meeting to permit the granting of Options which will result
in the number of Shares in respect of all Options granted exceeding
the then Maximum Number of Shares, provided that the Options
exceeding the then Maximum Number of Shares are granted
only to Participants specifically identified by the Company before
Shareholders’ approval is sought. The Company will send a circular
containing the details and information required under the Listing
Rules to the Shareholders;

E=gRE(E)

=l

BREGFIEERN2EE(ERR TR EMH
HEVARARBEHERL B REELE
ERR - UREAARIEAFRESERES
YRS HBEBEHANEEAEBENANER

ASEAL

\

S22 ERBREBRESBIFTERI&E
RAAREBERKERBREMEE - ST
EEFMTES(RIEBIFNTER (2
HE])R2ARBEE R A AR R E
(B -

ReROHE

RATE AR AR B AR 5T 8 N AN SR B A (] At B
B HERT B3 TR B AP A BB R T A RE AT
MEREENEE (REBROHEBE D - &HTE
HBREEEHREE KRN D EITRNAH
M10% @ HEEEST LR RIMEIRET ¢

() ARAATREZFERAGENEME
) = SRR SR HE /B 32 N AR 17 &= = AR 1 &L
B &Z5BREAKREARSHERH
BETRMDAI10% ° 7RI & 3B A
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HERLSEUMACRLBREY
EOBEnHBEBHER &R EE
mEkE  EBHERESROEE
MEBBRBERR TARRERS
BERAERCIHENDEE - KQF
MRARRFHHAE LMRARENF
BRERNBEK
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(i)~ the total maximum number of Shares which may be issued upon
exercise of all outstanding Options granted and yet to be exercised
under the Share Option Scheme and any other options granted and
yet to be exercised under another scheme of the Company will not
exceed 30% of the Shares in issue from time to time. No options
may be granted under the Share Option Scheme and any other
share option scheme of the Company if this will result in such limit
being exceeded.

MAXIMUM ENTITLEMENT OF EACH PARTICIPANT

The total number of Shares issued and to be issued upon exercise of the
options granted under the Share Option Scheme and any other share
option scheme of the Company (including both exercised and outstanding
options) to each Participant in any 12-month period up to the date of
grant shall not exceed 1% of the Shares in issue as of the date of grant.
Any further grant of Options in excess of the 1% limit will be separately
approved by the Shareholders in general meeting with such Participant
and his associates abstaining from voting. The Company will send a
circular to the Shareholders disclosing the identity of the Participant,
the number and terms of Options to be granted to the Participant, and
containing the details and information required under the Listing Rules.
The number and terms (including the subscription price) of Options to
be granted to the Participant must be fixed before the approval of the
Shareholders and the date of the Board meeting proposing the grant will
be taken as the offer date for the purpose of calculating the subscription
price of those Options.

GRANTING OPTIONS TO CONNECTED PERSONS

Where any offer of the grant of an Option is proposed to be made to
a director (other than an independent non-executive director), chief
executive or substantial shareholder (as defined in the Listing Rules)
of the Company or any of their respective associates, the offer must be
approved by the Independent Non-executive Directors (excluding any
Independent Non-executive Director who is the grantee of an Option).
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Report of the Board of Directors (Co

Where any grant of Options to a substantial shareholder or an
independent non-executive director of the Company, or any of their
respective associates, would result in the Shares issued and to be
issued upon exercise of all Options already granted and to be granted
(including Options exercised, cancelled and outstanding) to such person
in the 12-month period up to and including the date of such grant: (i)
representing in aggregate over 0.1% of the Shares in issue; and (ii) having
an aggregate value, based on the closing price of the Shares at the date
of each grant, in excess of HK$5 million, such further grant of Options
will be subject to the issue of a circular by the Company and approval by
the Shareholders in general meeting at which all connected persons of
the Company must abstain from voting in favor at such general meeting
and/or such other requirements prescribed under the Listing Rules from
time to time. Any vote taken at the meeting to approve the grant of such
options will be taken as a poll.

PERFORMANCE TARGET AND CONDITIONS FOR
VESTING

No performance targets are to be achieved before an Option can be
exercised.

SUBSCRIPTION PRICE

The price per Share at which a grantee may subscribe for Shares on
the exercise of an Option shall be a price determined by the Board in its
absolute discretion and notified to a Participant, which shall be at least
the higher of:

(i)  the closing price of the Shares on the Stock Exchange as stated in
the Stock Exchange’s daily quotations sheet on the relevant offer
date in respect of such Option;

(i) the average closing price of the Shares on the Stock Exchange
as stated in the Stock Exchange’s daily quotations sheets for the
five trading days immediately preceding the relevant offer date in
respect of such Options or where the Company has been listed for
less than five trading days, the new issue price shall be used as the
closing price; or

(i) the nominal value of the Shares.

ﬂnued)
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LIFE OF THE SHARE OPTION SCHEME

Subject to the terms of the Share Option Scheme, the Share Option
Scheme shall be valid and effective for a period of 10 years commencing
on the Adoption Date, i.e. February 20, 2029, after which period no further
Options will be offered but the provisions of the Share Option Scheme
shall remain in full force and effect to the extent necessary to give effect to
the exercise of any Options granted before that. Options granted before
that but not yet exercised shall continue to be valid and exercisable in
accordance with the terms of the Share Option Scheme.

OPTION GRANTED

No option has been granted under the Scheme during the Reporting
Period.

MANAGEMENT CONTRACTS

During the Reporting Period, the Group did not enter into any contracts
in respect of the management and administration of all or any significant
portion of the business (except for such service contracts entered into
with the Group’s Directors and all employees) and there existed no such
contracts in respect of the management and administration of all or any
significant portion of the business (except for such service contracts
entered into with the Group’s Directors and all employees).

During the Reporting Period, the Group renewed the service contracts
with nine Directors of the Company.

CONNECTED TRANSACTIONS

We have entered into some transactions with connected persons of the
Company. In accordance with Chapter 14A of the Listing Rules, such
transactions have constituted Continuing Connected Transactions of the
Company.
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Report of the Board of Directors (Continued)

PROJECT SERVICES FRAMEWORK AGREEMENT

The Company entered into a project services framework agreement
on February 22, 2019 (the “Project Services Framework Agreement”)
and a supplementary agreement respectively on April 29, 2020 and
September 15, 2021 with Xuyang Holding, pursuant to which Xuyang
Group will provide project design, construction management and general
contracting services to the Group in relation to our various initiatives to
upgrade our energy saving and environmental protection capabilities and
improve the efficiency and quality of our existing large-scale production
facilities in light of the adoption by the relevant PRC government
authorities of more stringent energy saving and environmental protection
requirements. Relevant members of Xuyang Group may enter into
separate contracts with the Group to set out specific terms and conditions
of the relevant services in accordance with the principles provided in the
Project Services Framework Agreement.

The initial term of the Project Services Framework Agreement and any
separate contracts entered into under it expired on December 31, 2021
and such term was renewed on December 31, 2021 until December 31,
2024 with mutual written consent of the Company and Xuyang Holding
and approval in accordance with applicable laws, regulations and the
Listing Rules. The Group is free to contract with other independent third
parties for the relevant services if Xuyang Group is unable to provide such
services or the terms that Xuyang Group offers become less favorable to
the Group than those offered by other independent third parties.

Xuyang Holding is a company wholly-owned by our Controlling
Shareholder, Mr. Yang and his spouse. Pursuant to Rule 14A.07(1),
Mr. Yang, an Executive Director and our Controlling Shareholder, is a
connected person of the Company, and thus, Xuyang Holding is an
associate of Mr. Yang and a connected person of the Company.

While the Group could procure independent third parties to provide
such services, the Group considers that the Project Services Framework
Agreement is beneficial to the Group as:

(i)  the project design and construction management of various
chemical production facilities requires certain technical expertise
and experience in the design and construction management of
coal, coking and refined chemicals systems and facilities which
Xuyang Group can provide;

(i)~ Xuyang Group has extensive knowledge of our existing production
facilities and our technical and operational requirements, and may
thus be more efficient in implementing the projects; and

(i) the terms and prices offered by Xuyang Group may be more
favorable than what we may obtain from independent third parties.
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The Group conducts a public tender process for each project for which
we require project design, construction management and general
contracting services. Interested bidders would be selected on the bases
of the prices proposed, the technical specifications achievable, the
business model and background of the bidders, payment terms proposed
and the estimated delivery dates, and the bidder offering the best overall
terms would be awarded the project. As such, the fees for the services
provided by Xuyang Group under the Project Services Framework
Agreement would be in line with the prices proposed by Xuyang Group in
its submitted bids, and the Group would compare such bids with the bids
submitted by other independent third parties.

The amounts of fees charged by Xuyang Group with respect to the project
services for the Reporting Period was approximately RMB301,949,000
(tax-exclusive).

INTEGRATED PROCUREMENT FRAMEWORK
AGREEMENT

The Company entered into a procurement framework agreement
on February 22, 2019 and a supplemental procurement framework
agreement respectively on April 29, 2020 and September 15, 2021
(together we called as the “Chemicals Procurement Framework
Agreements”) with Xuyang Holding, pursuant to which Xuyang Group
shall provide to our Group certain water purification chemicals for sewage
treatment in accordance with the principles set out in the Chemicals
Procurement Framework Agreements. Pursuant to the Chemicals
Procurement Framework Agreements, Xuyang Group shall provide the
Group with certain water purification chemicals for sewage treatment in
accordance with the principles set out therein. In view of the operational
requirements and development strategies of the Group as well as the
market conditions, the Group will also procure thermal coal from Xuyang
Group for power and heat generation in the course of its daily production
and operation on top of the water purification chemicals under the
Chemicals Procurement Framework Agreements.

The initial term of the Chemicals Procurement Framework Agreements and
any separate contracts entered into under it expired on December 31,
2021 and such term was renewed on December 31, 2021 until December
31, 2024 with mutual written consent of the Company and Xuyang Holding
and approval in accordance with applicable laws, regulations and the
Listing Rules. The Group is free to contract with other independent third
parties for the relevant services if Xuyang Group is unable to provide such
services or the terms that Xuyang Group offers become less favorable to
the Group than those offered by other independent third parties.

Xuyang Holding is a company wholly-owned by our Controlling
Shareholder, Mr. Yang and his spouse. Pursuant to Rule 14A.07(1),
Mr. Yang, an Executive Director and our Controlling Shareholder, is a
connected person of the Company, and thus, Xuyang Holding is an
associate of Mr. Yang and a connected person of the Company.
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Report of the Board of Directors (Continued)

While the Group could procure independent third parties to provide
such products, the Group considers that the Chemicals Procurement
Framework Agreement is beneficial to the Group as:

(i)  Xuyang Group can provide stable supply of water purification
chemicals and thermal coal;

(i) based on the past transactions, Xuyang Group has extensive
knowledge of the Group’s requirements for water purification
chemicals and thermal coal, and is capable of providing products
that meet the Group’s operational and quality requirements; and

(i)  the terms and prices offered by Xuyang Group may be more
favorable than what the Group may obtain from independent
thirdparties.

The amount of fees charged by Xuyang Group with respect to the
chemicals procurement for the Reporting Period was approximately
RMB691,804,000 (tax-exclusive).

Since each of the applicable percentage ratios (other than the profits
ratio) for the Project Services Framework Agreement is less than 5%, the
transactions under the Project Services Framework Agreement constitute
continuing connected transactions for the Company which are subject to
the reporting, annual review and announcement requirements but exempt
from the circular and independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

CONFIRMATION BY THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Independent Non-executive Directors of the Company have reviewed
the aforementioned continuing connected transactions and confirmed that

the transactions have been conducted:

(a) inthe ordinary and usual course of business of the Group;

(b)  on normal commercial terms or better; and

(c) in accordance with relevant agreement governing the relevant
transactions, on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.
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Report of the Board of Directors (Continued)

EEgWmE(E)

CONFIRMATION BY THE AUDITOR

The auditors of the Company, Deloitte Touche Tohmatsu, have issued a
letter to the Board, confirming that for the year ended December 31, 2021,
in respect of the aforementioned continuing connected transactions,
nothing has come to their attention that causes them to believe that:

1. the transactions have not been approved by the Board of Directors;

2. the transactions were not, in all material respects, in accordance
with the pricing policies of the Group;

38 the transactions were not entered into, in all material respects, in
accordance with the relevant agreements; and

4. the amount of each of the transactions has exceeded its annual cap
mentioned above.

RELATED PARTY TRANSACTIONS

Note 39 to the Financial Statements discloses the related party
transactions of the Company in accordance with IFRS. The transactions
disclosed therein between the Company and the following parties
constitute connected transactions or continuing connected transactions
of the Company under Chapter 14A of the Listing Rules: Mr. Yang
Xuegang, Ms. Lu Xiaomei, Texson and the entities controlled by Mr. Yang
Xuegang. During the Reporting Period, the Company has complied with
the requirements under Chapter 14A of the Listing Rules.

COMPLIANCE WITH DEED OF NON-COMPETITION

On February 20, 2019, the Controlling Shareholders have entered into
a Deed of Non-competition, pursuant to which each of the Controlling
Shareholders agreed that, except for the supply of coal as described
above, (i) he or she or it will not engage in, participate in or assist others
to engage or participate in any business that competes or is likely to
compete, directly or indirectly, with our business within the PRC, Hong
Kong or any part of the world in which any member of the Group operates,
and will procure its subsidiaries (where applicable) not to engage in any
business that competes or is likely to compete, directly or indirectly, with
our business (the “Competing Businesses”) in the PRC, Hong Kong or
any part of the world in which any member of the Group operates; and
(i) he or she or it will inform us of any new business opportunities of the
Competing Businesses, and use his or her or its best efforts to procure
such opportunities be made available to us.
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Report of the Board of Directors (Con

Each of the Controlling Shareholders have also undertaken in the Deed of
Non-competition that during the term of such agreement, he or she or it
will not, and will procure its subsidiaries (where applicable) not to:

° directly or indirectly engage in or participate in, or assist others
to engage in or participate in, any Competing Businesses in
any form (including but not limited to investments, mergers and
acquisitions, joint ventures, cooperation agreements, partnerships,
contractual arrangements or purchases of shares of listed or private
companies) within the PRC, Hong Kong or any part of the world in
which any member of the Group operates;

° assist any entity other than the Group to engage in any Competing
Businesses within the PRC, Hong Kong or any part of the world in
which any member of the Group operates; or

° engage in any Competing Businesses (directly or indirectly) in any
manner.

The independent non-executive Directors of the Company are responsible
for examining, reviewing, considering and determining whether to adopt
and accept the new business opportunities referred to the Company by
the Controlling Shareholders.

The Controlling Shareholders have confirmed that they complied with the
Deed of Non-competition during the Reporting Period. The independent
non-executive Directors of the Company have examined and reviewed the
implementation of the Deed of Non- competition and have confirmed that,
during the Reporting Period, the Controlling Shareholders fully complied
with the deed and there had no violation of the deed.

RETIREMENT AND EMPLOYEE BENEFIT PLANS

Details of the retirement and employee benefits plans of the Group are set
out under Note 38 of the Financial Statements.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

Please refer to “Corporate Governance Report — Compliance of the Code”
in this annual report for details.
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PUBLIC FLOAT

When it applied for the listing of its Shares, the Company applied to the
Hong Kong Stock Exchange, and the Hong Kong Stock Exchange has
granted the Company a waiver that the minimum public float requirement
under Rule 8.08(1) of the Hong Kong Listing Rules be reduced and the
minimum percentage of the Shares from time to time held by the public to
be the higher of (i) 22.1%, the percentage of Shares to be held by the
public immediately after the completion of the global offering (assuming
the over-allotment option is not exercised); and (ii) such percentage of
Shares to be held by the public after the exercise of the over-allotment
option.

Based on the Company’s publicly available information and to the best of
the Directors’ knowledge, as of the Latest Practicable Date, the number
of Shares in public hands represents approximately 29.67% of the total
issued share capital of the Company.

PERMITTED INDEMNITY PROVISIONS

During the Reporting Period and as of the Latest Practicable Date, the
Company (including but not limited to) had purchased and maintained
a group liability insurance for the Directors of the Company and its
associated companies (as defined for such term under the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong)).

AUDIT COMMITTEE

The Audit Committee of the Company has reviewed the Financial
Statements as for the year ended December 31, 2021 prepared in
accordance with IFRS.
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Report of the Board of Directors (Continued)

AUDITOR

Deloitte Touche Tohmatsu, Certified Public Accountants is appointed as
the auditor for the Financial Statements as for the year ended December
31, 2021 prepared in accordance with IFRS. Such Financial Statements
prepared in accordance with IFRS as stated herein this annual report
have been audited by Deloitte Touche Tohmatsu, Certified Public
Accountants and a standard unqualified audit report has been issued.

For the year ended December 31, 2021, there was no change in the
auditor of the Company.

Deloitte Touche Tohmatsu will retire at the forthcoming AGM and being
eligible offer themselves for reappointment.

By Order of the Board
Yang Xuegang
Chairman

Hong Kong, March 25, 2022
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Corporate Governance Report
TERERRS

The Board of Directors of the Company has hereby submitted
its Corporate Governance Report for the Reporting Period to the
Shareholders.

COMPLIANCE OF THE CODE

The Company focuses on maintaining a high standard of corporate
governance for purposes of enhancing the value for shareholders and
protecting their interests. The Company has adopted such provisions of
the Code as stated in the Corporate Governance Code (the “Code”) and
Corporate Governance Report provided in Appendix 14 to the Listing
Rules. The Company has established and perfected the corporate
governance structure in accordance with the Listing Rules and the
Code and has set up a series of corporate governance system. During
the Reporting Period, the Company has been observing all mandatory
provisions of the code as stipulated in the Corporate Governance
Code except the provisions of C.2.1 (please refer to below for detailed
explanation).

The Board of Directors will continue to examine and review, from time
to time, the Company’s corporate governance practices and operation
in order to meet the relevant provisions under the Listing Rules and to
protect the shareholders’ interests.

SECURITIES TRANSACTIONS CONDUCTED BY
DIRECTORS AND THE RELEVANT EMPLOYEES

The Company has adopted the standard code against which the Directors
of Listed Issuers conduct securities transactions as provided in Appendix
10 to the Listing Rules (the “Standard Code”), taking such Code against
which the Directors of the Company may conduct securities transactions.

Upon specific enquiry conducted by the Company, all the Directors
have confirmed that during the Reporting Period, they have been fully
observing the Standard Code.
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Corporate Governance Report (C

BOARD OF DIRECTORS

BOARD OF DIRECTORS

(a)

Composition of Board of Directors

The Board comprises nine Directors, including six Executive
Directors and three Independent Non-executive Directors. The
Directors have been appointed with a term of three years, subject to
retirement by rotation requirements under the Articles of Association
of the Company.

The Company has at least three Independent Non-executive
Directors (representing at least one-third of the Board), and among
whom, at least one Independent Non-executive Director must
possess professional qualifications or accounting knowledge
or professional knowledge related to finance management in
compliance with the provisions of the Listing Rules. Moreover, after
taking into consideration of the factors regarding the evaluation
of the independence of the independent non-executive Directors
pursuant to Rule 3.13 of the Listing Rules, and the written
confirmation of all Independent Non- executive Directors, the Board
of Directors believes that all Independent Non-Executive Directors
are independent individuals.
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Corporate Governance Report (Continued)
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The Board of Directors of the Company comprises the following:

ARRESSAKMT

Name Age  Sex Position Appointment Date
®eE Fie MH B ZERY

Mr. Yang Xuegang 57 M Executive Director, chairman of the Board and chief executive officer November 8, 2007
BEEEE 57 s BTES BESTRARTHERN 200711 A8H

Mr. Zhang Yingwei 50 M Executive Director and vice president of the Group July 24, 2009
REERAE 50 s BTERHRASEE R 20097 A24H

Mr. Han Qinliang 48 M Executive Director and vice president of the Group May 18, 2011
Bkt 48 s BITEERASEE R 201145R18H

Mr. Wang Fengshan 63 M Executive Director and vice president of the Group September 29, 2018
FRIWLEAE 63 s BITEFRASEE R 201859 A29H

Mr. Wang Nianping 59 M Executive Director and vice president of the Group September 29, 2018
IFEFRE 59 Es BITEERASEE B 201859 A29H

Mr. Yang Lu 31 M Executive Director September 29, 2018
B EE 31 3 WITES 2018F9A29H

Mr. Kang Woon 59 M Independent Non-executive Director September 29, 2018
RBRAE 59 s BAFRTES 201859 A29H

Mr. Yu Kwok Kuen Harry 52 M Independent Non-executive Director September 29, 2018
REES & 52 3 BUERTES 2018494 29H

Mr. Wang Yinping 61 M Independent Non-executive Director September 29, 2018
FaIFEAE 61 3 BUERTES 2018494 29H

The Directors may, at the Company’s expense, seek independent
professional advice in appropriate circumstances. The Company
will provide separate independent professional advice to Directors
upon request to assist the Directors to discharge their duties to the
Company.

Before each Board meeting, the senior management will provide
relevant information pertaining to matters to be brought before the
Board for decision as well as reports relating to the operational and
financial performance of the Group. Where any Director requires
more information than is supplied by the senior management, each
Director has the right to separately and independently communicate
with the Company’s senior management to make further enquiries.
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Corporate Governance Report (C

Job Duties and Authority of the Board of Directors

The Board of Directors shall be accountable to the Shareholders
and have the duty to report to the General Meeting. The Board
of Directors is responsible for convening the General Meeting,
implementing the resolutions of the General Meeting, determining
the operational plan and investment proposals of the Company,
setting up the annual financial budget proposal, final accounts,
profit distribution proposal, proposal for increase or decrease of
capital and others, deciding on the establishment of the Company’s
management authority, determining the appointment or dismissal
of chief executive officer, chief financial officer and other senior
management officers, formulating the basic management system
of the Company and determining the establishment of the special
committees of the Board of Directors.

Job Duties and Authority of the Senior Management

The senior management is responsible for the specific
implementation of the resolutions of the Board of Directors and of
the daily business management of the Company, which includes
formulating (i) the Company’s operating plan and investment
proposal, (ii) the plan of establishing the internal management
authority, (iii) the basic management system of the Company and (iv)
the Company’s specific regulations.

(b)

(c)
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Corporate Governance Report (Continued)
rEREAHE(E)

MEETINGS OF BOARD OF DIRECTORS AND MEMBERS EESEgBREE

During the Reporting Period, the Company convened a total of fourteen RIEHA - ARae X8R+t NAESS
Board meetings and one general meeting. The attendance of the FEE-ARERG - ESFSHESRBLE
meetings by the Directors is as follows: FanT™
Board meetings EEggR
Number of Number of Times of
meetings should meetings attendance by
Name Position attend attended Attendance rate alternate
#H B BLEEERE CHESERE HE=E ZREHERE
Mr. Yang Xuegang Executive Director 14 14 100% -
BEREE HITES 14 14 100% -
Mr. Zhang Yingwei Executive Director 14 14 100% -
RAEERE HITES 14 14 100% =
Mr. Han Qinliang Executive Director 14 14 100% -
B kL HITESR 14 14 100% =
Mr. Wang Fengshan Executive Director 14 14 100% -
FRWEE HITES 14 14 100% -
Mr. Wang Nianping Executive Director 14 14 100% -
IFEFEE WITEF 14 14 100% -
Mr. Yang Lu Executive Director 14 14 100% -
BTt HiTES 14 14 100% -
Mr. Kang Woon Independent
Non-executive Director 14 14 100% -
BELE BAUFMTESE 14 14 100% -
Mr. Yu Kwok Kuen Harry Independent
Non-executive Director 14 14 100% -
RERELLE BUFRTESE 14 14 100% =
Mr. Wang Yinping Independent
Non-executive Director 14 14 100% -
FalFEE BUFRTESE 14 14 100% -
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General meeting BRAE
Number of Number of Times of
meeting should meetings attendance by
Name Position attend attended Attendance rate alternate
®E B ELHESEZERE CHRSERY HER ZREHERE
Mr. Yang Xuegang Executive Director 1 1 100% -
ZE b WITES 1 1 100% =
Mr. Zhang Yingwei Executive Director 1 1 100% -
REELE WITES 1 1 100% -
Mr. Han Qinliang Executive Director 1 1 100% -
BEYEE WITES 1 1 100% -
Mr. Wang Fengshan Executive Director 1 1 100% -
FRWEE WITES 1 1 100% -
Mr. Wang Nianping Executive Director 1 1 100% -
TEFEE WITES 1 1 100% -
Mr. Yang Lu Executive Director 1 1 100% -
Bt WITES 1 1 100% -
Mr. Kang Woon Independent
Non-executive
Director 1 1 100% -
BERE BIUFRTESE 1 1 100% =
Mr. Yu Kwok Kuen Harry  Independent
Non-executive
Director 1 1 100% -
REEEE BIUFRTESE 1 1 100% =
Mr. Wang Yinping Independent
Non-executive
Director 1 1 100% -
F3ITEE BIUFRTESE 1 1 100% =
2021 3R

TEBEEBERA R

109



110

Corporate Governance Report (Continued)
TERERME(E)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Yang is our chairman and chief executive officer. In accordance with
Rule C.2.1 of the Corporate Governance Code as provided in Appendix
14 to the Listing Rules, the roles of the chairman and chief executive
officer should be separated and should not be held by the same person.
The Board of Directors has noticed that there was deviation from Rule
C.2.1 of the provisions of the Corporate Governance Code. However,
with extensive experience in the coke, coking chemicals and refined
chemicals industries, Mr. Yang is responsible for the overall management
and business development, the operations of our subsidiaries and their
corresponding production facilities and human resources of the Group
and has been instrumental to our growth and business expansion since
our establishment in 1995. The Board considers that vesting the roles
of chairman and chief executive officer in the same person is beneficial
to the management of the Group. The balance of power and authority
is ensured by the operation of the senior management and the Board,
which comprises experienced and high caliber individuals. The Board
currently comprises six Executive Directors (including Mr. Yang) and
three Independent Non-executive Directors and therefore has a strong
independence element in its composition.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

In accordance with the provisions of the Articles of Association of the
Company, the Directors have been appointed for a term of three years,
after which they may be re-elected. At each general meeting, one third
of the Directors for the time being (or if their number is not a multiple of
three, then the number nearest to but not less than one third) shall retire
from office by rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once every three years.

The Directors have the power to appoint any person as a Director either to
fill a casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed to fill a casual vacancy shall hold office until the
first general meeting of members after his appointment and be subject
to re-election at such meeting and any Director appointed as an addition
to the existing Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible for re-election.
The procedures and process of appointment and re-election of directors
are laid down in the Articles of Association. The Nomination Committee
shall be responsible for nominating new Directors and then submitting
such nomination to the Board of Directors for review and consideration.
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A Director may be removed by an ordinary resolution of the Company
before the expiration of his period of office (but without prejudice to any
claim which such Director may have for damages for any breach of any
contract between him and the Company) and member of the Company
may by ordinary resolution appoint another in his place. Unless otherwise
determined by the Company in general meeting, the number of Directors
shall not be less than two. There is no maximum number of Directors.

TRAINING AND CONTINUING DEVELOPMENT OF
DIRECTORS

During the Reporting Period, the Directors of the Company actively
participated in seminars on the obligations and responsibilities required
to be fulfilled for being the directors of a listed company in Hong Kong,
as well as the obligations for the listing compliance of a listed company
in relation to the continuous professional developments in the following
manner:
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Name Position

o= B

Type of continuous
professional development
programmes (Note)

FEEXBRABER (D)

Mr. Yang Xuegang Executive Director

HBEmEELE HITES

Mr. Zhang Yingwei Executive Director
RRELE HITES

Mr. Han Qinliang Executive Director
BE =L HITEE

Mr. Wang Fengshan Executive Director
FRLEE HITESE

Mr. Wang Nianping Executive Director
FTHEFEE HITE=R

Mr. Yang Lu Executive Director
B EE HITE=S

Mr. Kang Woon Independent Non-executive Director
==L BIYFMTES

Mr. Yu Kwok Kuen Harry
REEELE

Mr. Wang Yinping
E5IFEE

Independent Non-executive Director
BIFNITESR
Independent Non-executive Director
BIENITESR

NN MNDNDNDMNDNDNDNDNDDND

= N
Qo
N

1502
182
15012
182
15012

2021 F3R
FEEREEERAD G

111



112

Corporate Governance Report (Continued)
rRERRSE(B)

Notes:

-

Attending seminars/courses for development of professional skills and
knowledge.

2. Reading materials in relation to regular update to statutory requirements,
listing rules and other relevant topics related to listed company

COMPANY SECRETARY AND HIS TRAINING

Mr. Ho Pui Lam Joseph acts as the company secretary and is responsible
for overseeing the Group’s financial and accounting operations and
internal controls, and provides financial and business advice to the Board
and senior management of the Group. Mr. Ho shall report significant
events to the chairman. The profile of Mr. Ho is stated in the section
of “Profiles of the Directors and Senior Management” of this report.
During the Reporting Period, Mr. Ho undertook more than 15 hours of
professional training to update his skills and knowledge.

MEETINGS OF THE BOARD OF DIRECTORS

Pursuant to the code provision C.5.1 of the Corporate Governance Code,
the Board should meet regularly and Board meetings should be held
at least four times a year at approximately quarterly intervals. Agenda
of board meetings are presented to the Directors for comments and
approval. The Board of Directors is provided with adequate, timely and
reliable information about the Group’s business and developments before
each board meeting at which the Directors actively participate and hold
informed discussions. A notice of regular board meeting shall be given to
all directors at least 14 days before the meeting is convened pursuant to
the requirements of the Code, and such notice shall state the date, time
and venue of the meeting to be convened and the format to be adopted
of such meeting. Other interim board meetings have reasonable notices
be delivered to all Directors.

In accordance with the provisions of the Listing Rules, the Company shall
publish an announcement at least 7 clear business days in advance
of the date fixed for any board meeting at which the declaration,
recommendation or payment of a dividend is expected to be decided or
at which any announcement of the profits or losses for any year, half-year,
quarter-year or other period is to be approved for publication.
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The quorum for a board meeting shall be the presence of two Directors.
Directors may participate in any meeting of the Board by means of a
conference telephone or other communications equipment through which
all persons participating in the meeting can communicate with each other
simultaneously and instantaneously and, for the purpose of counting a
quorum, such participation shall constitute presence at a meeting as
if those participating were present in person. The company secretary
is responsible for preparing and safekeeping the minutes of the board
meetings and ensuring that the Directors can enquire about such minutes.

During the Reporting Period, the Company has strictly complied, and will
continue to comply, with the provisions in relation to the meetings of the
Board of Directors.

BOARD OF DIRECTORS COMMITTEES

The Board of Directors delegates certain responsibilities to various
committees. In accordance with relevant laws, regulations and the Articles
of Association of the Company, we have formed three board committees,
namely the Audit Committee, the Remuneration Committee and the
Nomination Committee.

AUDIT COMMITTEE

The Company has established the Audit Committee in accordance with
Rule 3.21 of the Listing Rules and the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules and has expressly stated the
scope of job duties of such committee in writing. The Audit Committee
consists of three members, namely Mr. Yu Kwok Kuen Harry, Mr. Kang
Woon and Mr. Wang Yinping. All members of the Audit Committee are
Independent Non- executive Directors. Mr. Yu Kwok Kuen Harry is the
chairman of the Audit Committee.

The purpose of the Audit Committee is to assist the Board in ensuring that
the Company has an effective financial reporting, risk management and
internal control system in compliance with the Listing Rules, overseeing
the integrity of the financial statements of the Company, selecting, and
assessing the independence and qualifications of, the Company’s
external auditor, as well as ensuring effective communication between the
Directors and the internal and external auditors of the Company.
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As for the selection, appointment and dismissal of external auditors or
resignation of auditors, the Board and the Audit Committee have reached
a consensus.

During the Reporting Period, five meetings was held by the Audit
Committee. The attendance record of each member of the Audit
Committee is set out below:

BRSNS BEI PR - RIERBREREE
MEHEEE  EFQHEBERZEGCER—
HMER -

RBERAR - EXZERCETHEREH °
BERZBeERKENHFELCHEHEIIMT

Name of committee members Number of meetings attended/should attend Attendance rate
EEERENR BHE EHEEERE HER

Mr. Yu Kwok Kuen Harry 5/5 100%
REEELE 5/5 100%

Mr. Kang Woon 5/5 100%

EB%AE 5/5 100%

Mr. Wang Yinping 5/5 100%
FaIFEE 5/5 100%

During the Reporting Period, the Audit Committee:
1. assessed the independence and objectivity of external auditors;
2. advised the Board on re-appointment of external auditors;

&) reviewed the internal control and risk management systems of the
Company;

4. reviewed the audited annual results for the year ended December
31, 2020;

[} reviewed the unaudited interim results for the period ended June
30, 2021; and

6. reviewed the audit plan 2021.
In addition to attending meetings, members maintain close and effective

communication amongst themselves through channels such as e-mail
and electronic communications to ensure the discharge of their duties.
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee in
accordance with Rule 3.25 of the Listing Rules and the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules, and has
expressly stated the scope of job duties of such committee in writing. The
Remuneration Committee consists of three members, namely Mr. Kang
Woon, Mr. Yu Kwok Kuen Harry and Mr. Wang Yinping. All members are
Independent Non-executive Directors. Mr. Kang Woon is the chairman of
the Remuneration Committee.

The primary duties of the Remuneration Committee include establishing
and reviewing the Company’s policy and structure for the remuneration
of the Directors and senior management and making recommendations
to the Board on employee benefit arrangements. The Remuneration
Committee is also responsible for determining the vesting of the options
granted under the Share Option Scheme.

During the Reporting Period, one meeting was held by the Remuneration
Committee. The attendance record of each member of the Remuneration
Committee is set out below:
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FHZEENIEREBRHIERERAR
AEEREREEBNFHBR MRBALH
BERNZHANESTSRHEES - THES
eNBEEEREBRESBIR L ORERE
BRE o

RIEEA - HFWEESERIT KNSR -
FNEESeERKENTELEEHIIT

Name of committee members

Number of meetings attended/should attend

Attendance rate

ZEEREHE BHE EBHESERE HE=
Mr. Kang Woon 11 100%
REBSLE 11 100%
Mr. Yu Kwok Kuen Harry 11 100%
RERERLE 11 100%
Mr. Wang Yinping 11 100%
E5IFEE 11 100%

During the Reporting Period, the Remuneration Committee:

1. reviewed the Company’s policy and structure for all Directors’ and
Senior Management’s remuneration; and

2. reviewed and approved the remuneration proposals of individual
executive Directors and Senior Management, as well as
non-executive Directors for the year 2021, with reference to the
corporate goals and objectives formulated by the Board.
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NOMINATION COMMITTEE

The Company has established the Nomination Committee in accordance
with the Corporate Governance Code as set out in Appendix 14 to
the Listing Rules, and has expressly stated the scope of job duties of
such committee in writing. The Nomination Committee consists of three
members, namely Mr. Yang Xuegang, Mr. Kang Woon and Mr. Yu Kwok
Kuen Harry. Except for Mr. Yang who is an executive Director, all other
members are independent non-executive Directors. Mr. Yang is the
chairman of the Nomination Committee.

The primary duties of the Nomination Committee include reviewing
the structure, size, composition and diversity of the Board at least
annually and making recommendations on any proposed changes to
the Board to complement the Company’s corporate strategy, assessing
the independence of the Independent Non-executive Directors to
determine their eligibility, and making recommendations to the Board on
the appointment, re-election and removal of Directors and succession
planning for Directors.

During the Reporting Period, one meeting was held by the Nomination
Committee. The attendance record of each member of the Nomination
Committee is set out below:
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ARRCHRE EMRAME4REERER
SAKZIREREEE YEEAHZZES
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Name of committee members

Number of meetings attended/should attend

Attendance rate

ZEEREMA BHiE ELHEEEAE HE=
Mr. Yang Xuegang 11 100%
AE T E 17 100%
Mr. Kang Woon 11 100%
FRBEE 11 100%
Mr. Yu Kwok Kuen Harry i 100%
REIRESE 1/1 100%
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During the Reporting Period, the Nomination Committee:

1. reviewed the structure, size and composition (including the skills,
knowledge and experience) of the Board;

2. made recommendations to the Board as to nomination of Directors
for re-election at the 2020 AGM; and

B assessed the independence of INEDs;

4. considered and assess the performance of the Board and consider
such performance against the boards of comparable companies;
and

(5% monitored the implementation of, and reviewed, the board diversity
policy of the Company.

In addition to attending meetings, members maintain close and effective
communication amongst themselves through channels such as e-mail
and electronic communications to ensure the discharge of their duties.

NOMINATION OF DIRECTORS AND BOARD
DIVERSITY POLICY

In order to enhance the quality of the performance of the Board and
to support the attainment of the Company’s strategic objectives and
sustainable development, we have adopted a board diversity policy
(the “Board Diversity Policy”). Pursuant to the Board Diversity Policy, we
seek to achieve Board diversity through the consideration of a number
of factors when selecting candidates to the Board, including but not
limited to gender, skills, age, professional experience, knowledge,
cultural and education background, ethnicity and length of service.
Appointments will ultimately be based on merit and the contributions the
selected candidates will bring to the Board. The Board believes that such
merit-based appointments will best enable the Company to service our
Shareholders and other stakeholders.
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The Nomination Committee of the Board is responsible for reviewing
the structure, number of members, and composition of the Board of
Directors. In addition, the Committee makes recommendations to the
Board relating to the size and structure of the Board of Directors based
on the Company’s strategic plans, business operations, asset size and
shareholding structure. The Committee also discusses and reviews the
selection standard, the nomination and appointment process of relevant
Directors, and makes recommendations to the Board of Directors.
In identifying candidates, the Company solicits candidates through
recruitment agencies, referrals by existing directors, and recommendation
by shareholders of the Company in accordance with the Articles of
Association. The candidates will be approved by the Board of Directors.

The Board Diversity Policy needs to be followed when the Nomination
Committee of the Board makes recommendations on the candidates
or when the Board of Directors makes nomination. The Nomination
Committee of the Board is responsible for monitoring the implementation
of the Board Diversity Policy and reviewing it at the appropriate time to
ensure its effectiveness. The Nomination Committee will discuss any
amendments when necessary and make recommendations to the Board
of Directors for final approval.

Our Directors have a balanced mix of knowledge and skills, including in
overall management and strategic development, sales and marketing,
finance and accounting, law, consulting and corporate governance,
as well as experience in the coke industry. Our Directors also obtained
degrees in various majors including business administration, coal
chemistry, metallurgical engineering, industrial economy administration,
accounting, statistics, law, international trade and chemical engineering.
The Company has three Independent Non-executive Directors with
different industry backgrounds, representing one-third of the members
of the Board. Furthermore, the Board has a wide range of age, ranging
from 31 years old to 63 years old. Out of the nine Directors, only Mr. Yang
Xuegang and Mr. Yang Lu are related. Taking into account our existing
business model and specific needs as well as the different backgrounds
and abilities of our Directors, the composition of the Board satisfies the
Board Diversity Policy, despite the lack of gender diversity.
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The Nomination Committee is responsible for reviewing the diversity of the
Board. The Nomination Committee monitored the implementation of the
Board Diversity Policy, and reviewed the Board Diversity Policy from time
to time to ensure its continued effectiveness. The Nomination Committee
also included in our annual corporate governance report a summary of
the Board Diversity Policy together with measurable objectives set for
implementing the Board Diversity Policy, the progress made towards
achieving those objectives, as well as the Board’s composition from a
diversity perspective.

During the Reporting Period, the Nomination Committee reviewed the
composition of the Board of Directors and concluded that the Company
had met the diversification requirements with regard to gender, skills, age,
professional experience, knowledge, cultural and education background,
ethnicity and length of service. When making the appointment and
re-appointment of Directors in the future, the Nomination Committee
will nominate new Directors pursuant to the requirements of the Board
Diversity Policy to achieve the objective of diversity in Board members.

RISK MANAGEMENT AND INTERNAL CONTROL

It is the responsibility of the Board of Directors to ensure that the
Company maintains sound and effective internal controls to safeguard
our Shareholders’ investment and the Group’s assets at all times. In
order to ensure the internal control operate effectively, the Company has
adopted a series of internal control policies, procedures and programmes
designed to provide reasonable assurance for achieving objectives
including effective and efficient operations, reliable financial reporting
and compliance with applicable laws and regulations. The Board reviews
the risk management and internal controls annually. Highlights of the
Company’s internal control system include the following:

(a) Code of conduct. Our code of conduct explicitly communicates to
each employee our values, acceptable criteria for decision-making
and our ground rules for behavior.

(b) Internal audit. Our internal audit team regularly monitors key
controls and procedures in order to assure our management and
the Board of Directors that the internal control system is functioning
as intended. The Audit Committee of the Board of Directors is
responsible for supervising our internal audit function.
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Compliance with Listing Rules. Our various policies aim to ensure
compliance with the Listing Rules, including but not limited to
aspects related to corporate governance, connected transactions
and securities transactions by the Directors.

(d) Enhanced internal control procedures to prevent the recurrence of
non-compliance incidents. The Company also adopted a number of
enhanced internal control procedures to prevent the recurrence of
noncompliance incidents.

We have established a set of risk management policies and measures to
identify, evaluate and manage risks arising from our operations. Our risk
management process starts with identifying the major risks associated
with our corporate strategy, goals and objectives. Each of our operating
departments is responsible for identifying and analyzing risks associated
with its function, maintaining a comprehensive risk register, preparing risk
mitigation plans, measuring effectiveness of such risk mitigation plans
and reporting the status of risk management. Our audit personnel, the
Audit Committee of the Board of Directors, and ultimately the Board of
Directors supervise the implementation of our risk management policy at
the corporate level by bringing together each operating department, such
as quality control, research and development and sales, to collaborate on
risk issues among different functions.

The Board of Directors and the senior management are accountable for
the overall responsibility in respect of monitoring the implementation of
internal control and risk management procedures and other measures in
the Group. The Company’s risk management and internal control system
aims at managing but not eliminating the risk for not being able to achieve
the business objective. Moreover, only reasonable but not absolute
guarantee is made for materially untrue statement or loss. The Board of
Directors will conduct an examination on the Company’s risk management
and internal control system once per year. The Board of Directors has
confirmed that it has examined the effectiveness of the Company’s risk
management and internal control system as of December 31, 2021. The
Board believed that the Company’s risk management and internal control
system is effective and sufficient. The Company’s risk management and
internal control system can effectively guide against such risks existing in
the operation.
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