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(E#A11)
Unit: share
Total number of holders o Total number of holders of preference shares as at the end of the month
preference shares as at the 8 prior to the publication date of this annual report 8
end of the reporting period
Shareholdings of top 10 holders of preference shares
percentage o Nomberof | DU | Shre pledged or
Name of shareholders Nature of shareholders shares held locked—up
shareholding shares held
Status of shares Number
INVE?E&L%%Q‘;R;??&EZEE% - D\:‘\‘]‘:{‘i“lc“‘l’l“*‘;::; 2778% | 12,500,000 | 12,500,000 | Pledged | 12,500,000
BANK OF COMMUNICATIONS
INTERNATIONAL TRUST CO., LTD. - Others 2244% | 10,100,000 | 10,100,000
HUILI NO.167 SINGLE CAPITAL TRUST
BANK OF COMMUNICATIONS
INTERNATIONAL TRUST CO., LTD. - Others 1422% | 6,400,000 | 6,400,000
HUILI NO.136 SINGLE CAPITAL TRUST
QILU BANK CO., LTD. - QILU BANK
QUANXIN WEALTH MANAGEMENT Others 1333% | 6000000 | 6,000,000
PRODUCT SERIES
SHANGHAI SHIJIE BUSINESS Domestic non—state— N .
CONSULTING CO., LTD. owned legal person | 2207 | 4140100 4,140,100
HENGFENG BANK CO., LTD. Domestic non=state=| g o900 |4 000,000 | 4,000,000
owned legal person
LEAD CAPITAL MANAGEMENT CO.,
LTD. - LEAD CAPITAL - LI DE YING Others 262% | 1,179,900 | 1,179,900
NO. 2 ASSET MANAGEMENT PLAN
LEAD CAPITAL MANAGEMENT CO.,
LTD.~ LEAD CAPITAL - LI DE YING Others 151% | 680,000 680,000
NO. 1 ASSET MANAGEMENT PLAN
The above holders of Preference Shares, “BANK OF COMMUNICATIONS
INTERNATIONAL TRUST CO., LTD. = HUILI NO.167 SINGLE CAPITAL
TRUST" and “BANK OF COMMUNICATIONS INTERNATIONAL TRUST
CO., LTD. = HUILI NO.136 SINGLE CAPITAL TRUST” , and “LEAD CAPITAL
Description of related party relationship or | MANAGEMENT CO., LTD. — LEAD CAPITAL — LI DE YING NO.1 ASSET
acting in concert among the above shareholders|: MANAGEMENT PLAN" and “LEAD CAPITAL MANAGEMENT CO., LTD. —
LEAD CAPITAL ~ LI DE YING NO.2 ASSET MANAGEMENT PLAN" , are persons
acting in concert. Save for the above, it is not aware that whether the remaining holders of
Preference Shares are persons acting in concert. It is also not aware that the top ten holders
of Preference Shares and the above ordinary shareholders are related to each other.

(3) A block diagram disclosure of the ownership and control relationship between the Company and its beneficial
controller

State-owned Assets Supervision znd
Administration Bureau of Shouguang City

Chenming Holdings (Hong
Kong) Limited

Shandong Chenming Paper Holdings
Limited

5. Corporate bonds

Are there any corporate bonds offered to the public by the Company and listed on stock exchanges which do not
become due as at the date of approval of this annual report or overdue but not fully settled?

Yes

(1) Basic information on corporate bonds

' Bond Bond o | Outstanding amount of | Interest
Name of bond abbreviation | code | 1Suedate | Mawrity date |l RMBT0,000)|  rate

The First Tranche of Corporate Bonds of | oy
Shandong Chenming Paper Holdings Limited |1 1908 11257017 August 2017 |21 Auguse 2022 9,000 7.28%
Publicly Issued to Qualified Investors in 2017 | O™

The First Tranche of Corporate Bonds of 18 Chenmin
Shandong Chenming Paper Holdings Limited | 9| 112641 (29 March 2018 2 April 2023 35,000 7.60%
Publicly Issued to Qualified Investors in 2018 | ™

(2) Updated rating and change of rating of corporate bonds
On May 26, 2020 China Chengxin International Credit Rating Co., Ltd. (China Chengxin International) issued the
“Follow-up Rating Report” (2020) with Respect to the First Tranche of Corporate Bonds Publicly Issued to Qualified
Investors in 2017”. The credit rating of the company’s “17 Chenming Bond 01" is AA+, and the main credit rating of the
company is AA+, and the rating outlook is stable. For details, please refer to the company’s announcement dated 28
May 2020 on Juchao Information Network.
On 26 May 2020, China Chengxin International issued the “Follow-up Rating Report” (2020) with Respect to the First
Tranche of Corporate Bonds Publicly Issued to Qualified Investors in 2018”, which assessed the Company’s “18
Chenming Bond 01" credit rating as AA+. The main credit rating of the Company is AA+, and the rating outlook is stable.
For details, please refer to the announcement of the Company dated 28 May 2020 on Juchao Information Network.
On 3 July 2020, China Chengxin International issued the “Announcement on Putting Shandong Chenming Paper Group
Co., Ltd. Main Body and Related Debt Credit Ratings on the Watch List for Possible Downgrades”, and decided to set
the company’s AA+ main credit rating and the AA+ credit ratings of “17 Chenming Bond 01" and “18 Chenming Bond 01"
are included on the watch list for possible downgrade. For details, please refer to the announcement of the Company
dated 9 July 2020 on Juchao Information Network.
On 30 December 2020, China Chengxin International issued the “Announcement on Removing the Credit Rating of
Shandong Chenming Paper Group Co., Ltd. and Related Debts from the Watch List of Possible Downgrades and
Adjusting the Rating Outlook to Negative” and decided to maintain it The company’s subject credit rating is AA+, and
the credit ratings of “17 Chenming Bond 01” and “18 Chenming Bond 01" are maintained at AA+. The credit ratings of
the above entities and related debts are removed from the watch list for possible downgrade, and the rating outlook
is adjusted to negative. For details, please refer to the announcement of the Company dated 31 December 2020 on
Juchao Information Network.
(3) Major accounting data and financial indicators of the Company over the past two years as at the end of the reporting
period

Unit: RMB’0,000

Ttem 2020 2019 Year—on—year increase/decrease in percentage
Gearing ratio 71.83% 73.11% —1.28%
Proportion of EBITDA to total debts 12.20% 11.32% 0.90%

I Interest coverage ratio I 1.96 I 1.70 I 15.29% |
I1l. DISCUSSION AND ANALYSIS OF OPERATIONS

1. Overview of operations during the reporting period

In 2020, the unexpected COVID-19 epidemic posed unprecedented shock to the global economy and increased the
downward pressure of the economy. Under the leadership of the Central Committee of the Communist Party of China,
China adhered to the general principle of seeking progress while maintaining stability, carried out epidemic prevention
and control and promoted economic development in a coordinated manner. With the continuous implementation of
the “six stability” and “six guarantees” tasks, domestic economy embraced steady resuscitation, and China became
the only country among the world’s major economies that achieved positive growth. As one of the important basic raw
material industries in China, the output and total profit of the paper making and paper product industry exhibited a trend
of “turning a negative into a positive, accelerating quarter by quarter”. Reeled from the epidemic in the first quarter
during this reporting period, the paper making industry was confronted with problems such as insufficient raw materials,
delays in production resumption and return to work, difficulties in logistics and delivery, decline in foreign trade, and
insufficient market demand. According to the National Bureau of Statistics, the output of machine-made paper and paper
board in China decreased by 12.4% year on year, the total profit of industrial enterprises above designated size in the
paper making and paper product industry fell by 5.5% year on year. Since entering the second quarter, with the gradual
strengthening of epidemic prevention and control achievements, enterprises resumed work and production in an orderly
manner. Thanks to the combined effects of favourable policies such as the “ban on importing waste” and a stricter ban
on plastics, market demand gradually picked up, which stimulated a price rise of pulp and machine-made paper and
improved prosperity of the paper making industry. The major indicators changed from negative to positive and recorded
growth against the overall downtrend. According to the data from the National Bureau of Statistics, from January to
December 2020, the national output of machine-made paper and paper board was 127,006,300 tonnes, a record high
since the founding of the People’s Republic of China.

The Company seized opportunities during crisis and sought stability in changes. During the reporting period, the
Company, as a leading player in the paper making industry in China, took strict control over the epidemic during the
critical period of epidemic prevention and control, carried out production resumption and return to work in an orderly
manner, and stabilised production and product quality. As the prevention and control of the epidemic bore fruits, market
demand increased with a higher pulp price. The Company’s major types of paper saw a price rise. The advantages of
the pulp and paper integration became more apparent with further enhanced profitability and successful fulfilment of
various mission goals.

In 2020, the Company produced 5.77 million tonnes machine-made paper with sales of 5.61 million tonnes, representing
a year-on-year increase of 15.17% and 6.86% respectively. The Company recorded revenue of RMB30,737 million,
representing a year-on-year increase of 1.12%. Total profit and net profit attributable to equity holders of the Company
amounted to RMB2,172 million and RMB1,712 million respectively, representing a year-on-year increase of 6.04% and
3.35%. Total asset of the Company amounted to RMB97,959 million. The operation and management results were
mainly reflected in the following aspects:

(i) Achieving objectives of production capacity and efficiency, strategic optimisation and upgrading

In recent years, the Company continued to focus on the development of the principal business of pulping and paper
making. It successively invested in the 500,000-tonne cultural paper renovation project of Shouguang headquarters,
the 510,000-tonne high-end cultural paper project of Shouguang Meilun, the 1 million-tonne chemical pulp project of
Shouguang Meilun and 600,000-tonne of chemical wood pulp project of Huanggang Chenming. The Company’s pulp
and paper production capacity reached more than 11 million tonnes, becoming the only pulping and paper making
enterprise in China with a balanced pulp and paper production capacity. During the reporting period, as the pulp price
continued to rise, the Company’s advantages of low costs became prominent. New projects achieved the objectives of
production capacity and efficiency and recorded year-on-year growth of total profit.

(i) Satisfying performance brought by innovative sales

In 2020, the COVID-19 epidemic brought a severe impact on sales work. In face of challenges, all sales personnel
actively strengthened marketing and promotion, assessed the current situation, seized the opportunity generated by
improved market sentiment and continued to increase prices, so as to achieve increases in both production and sales.
The sales volume of machine-made paper was 5.61 million tonnes, representing an increase of 360,000 tonnes over last
year. Firstly, we strengthened channel development and customer management. As a result, the number of contracted
customers increased significantly, and the market construction has been steadily improved. Secondly, we gave full play
to the advantages of the production base layout and increased sales at close distances. Thirdly, we improved credit
management, increased prepayments and strictly control business risks. Fourthly, we insisted on structural adjustments,
actively developed new products, increased sales of products with greater profit margin, and strengthened competitive
advantages.

(iii) Significant effects of supply chain management

During the reporting period, the management of the supply chain management centre was improved. The centre strove
for favourable policies, and the direct procurement from sources was taken to a higher level. The highlights of our
unparalleled results are as follows: 1. the amount of funds used was lowered by improving plan management, regulating
and sharing materials and selling on consignment. 2. National policies were researched on and strived for. The Company
was approved as “The Experimental Unit for the Regulatory Reform of the Processing Trade of Enterprise Groups”. The
Company and relevant import and export trade companies were approved to enjoy the tax payment guarantee policies
provided by the Finance Company of Chenming, leading to a lower cost of customs clearance and quicker clearance
than ever before. 3. The management of suppliers was further improved. We explored new sources vigorously. Its
cooperation with customers, the stability of the supply of raw materials and the quality of raw materials were taken to a
higher level.

(iv) Improving financial management and capital structure

During the reporting period, even though being confronted with harsh economic conditions, the Company improved
its financial management steadily. Various measures were adopted to optimise our debt and capital structure, leading
to a better financial conditions. 1. By enhancing capital management, lowering the balance of bonds and reducing our
debt and lease in a sustained way, the Company withdrew capital with a net value of RMB3,600 billion. Risks were
under effective control, and financial security was ensured. 2. Promoting setting up a financial information system and a
capital management platform, realising a comprehensive improvement of the overall arrangement, standardisation and
financial management of the Group’s financial business. 3. The policies benefiting enterprises, the scientific tax planning,
improved analysis on the trend of exchange rates and other measures resulted in a lower cost of funds and a better
financial position.

(v) Improving production management and exploring our potentials for a higher efficiency

During the reporting period, our production system adhered to the guiding principles and goals of the Company. Our
production management was enhanced. Our production was sped up for a high production volume. We also explored our
potentials for a higher efficiency. The Company produce 5.77 million tonne machine-made paper in 2020, representing
a year-on-year increase of 0.76 million tonnes. 1. We carried out standard practice vigorously to ensure that our
paper making machines can operate in best conditions, aiming to increase production and efficiency. 2. Upholding the
operation philosophy of “pulp and paper integration”. Maximising the production of self-produced pulp by increasing the
production of paper making machines. 3. Producing products with high added value by adjusting product mix. Optimising
the proportion of pulp to other materials to lower production costs. Our volume of production is determined on sales,
and our production is arranged scientifically. We manage our inventory vigorously. Measures in relation to saving water
and reducing pollutants discharges were adopted. The purpose of all of these actions is to explore our potentials and
increase efficiency.

(vi) Strict corporate management producing initial success

In 2020, the Company’s management centre improved its basic management to conform to a series of requirements,
and a certain amount of effect was produced. The details are as follows:

1. Improving and streamlining our institutions and enhancing our implementation. The Group’s overall management
institutions were streamlined to make them simple and easy to use. We have developed 160 new procedures, and
the number of existing procedures is over 1,200. Certain parts of these procedures are monitored by a mechanically
controlled early warning system, leading to a higher operational efficiency. We obeyed our rules and regulations in a

stricter manner. Problems were solved immediately once they were discovered. Weekly examinations and appraisals
were conducted on essential works, improving the quality of our works effectively.

2. Improving our incentive mechanism and strengthening our team building. Our check-up system was organised
comprehensively, and our medium-term and long-term incentive mechanism was improved. The 2020 Restricted A
Shares Incentive Plan was implemented, thus, members of our team were motivated effectively. Everyone’s enthusiasm
was aroused by taking up a job through competition among cadres, appraising through democratic discussion, choosing
excellent employees and other activities. We improved the quality of our training and trained our own talents by building
an online learning platform and an operational classroom and conducting training with special topic.

2. Significant change in the principal activities during the reporting period

o Yes V' No

3. Products accounting for over 10% of revenue or operating profit of the Company

+ Applicable o Not applicable

Unit: RMB
Increase/decrease of| Increase/decrease | Increase/decrease of
G revenue as compared| of operating profit | gross profit margin
§ . |Gross profit| 3 -
Product name Revenue Operating costs marein |© the corresponding| as compared to the | as compared to the
&1 period of the prior |corresponding period|corresponding period
year of the prior year of the prior year
White paper board  |7,900,414,595.22|2,135,920,806.88 | 27.04% 14.35% 148.10% 14.57%
Duplex press paper  |6,880,399,009.21|1,222,137,129.77| 17.76% —10.98% —28.91% —4.48%
Coated paper 4,134,523,188.76| 880,888,276.54 | 21.31% 9.39% —2.5% —2.62%
Electrostatic paper  |4,052,403,877.82| 855,939,083.41 | 21.12% 23.92% 0.29% —4.98%
Anti—sticking raw paper|1,118,932,774.91| 250,184,646.81 | 22.36% —9.66% —28.55% =5.91%
Financial leasing 935,121,026.20 | 807,500,930.78 | 86.35% —48.49% —52.37% =7.04%

4. Whether any seasonal or cyclical characteristic of operations gives rise to concern
o Yes \V No
5. Description of significant change in revenue, operating costs and total net profit attributable to ordinary shareholders
of the Company during the reporting period as compared to the prior reporting period
o Applicable v Not applicable
6. To be delisted
o Applicable v Not applicable
7. Events relating to financial reporting
(1) Description of changes in accounting policies, accounting estimates and accounting methods as compared to the
financial report for the prior year
V Applicable o Not applicable
The Company has been implementing the Accounting Standard for Business Enterprises No. 13 promulgated by the
Ministry of Finance since 1 January 2020, for which the prospective application method is applied.
(2) Reason for retrospective restatement to correct major accounting errors during the reporting period
o Applicable ¥ Not applicable
No retrospective restatement was made to correct major accounting errors during the reporting period.
(3) Reason for changes in scope of the consolidated financial statements as compared to the financial report for the prior
year
+ Applicable o Not applicable
During the reporting period, the scope of consolidation had 8 newly established subsidiaries, namely Chenming
(Overseas) Co., Ltd., Chenming (Singapore) Co., Ltd., Qingdao Chenming Import and Export Trade Co., Ltd., Hainan
Chenming Technology Co., Ltd., Hubei Changjiang Chenming Huanggang Equity Investment Fund Partnership (Limited
Partnership), Hubei Huanggang Chenming Equity Investment Fund Management Co., Ltd., Shandong Dingkun Asset
Management Partnership (Limited Partnership) and Huanggang Chenming Paper Technology Co., Ltd. During the
reporting period, a subsidiary was acquired not within the definition of business, namely Shanghai Herui Investment Co.,
Ltd., and a subsidiary, Kunshan Tuoan Plastic Products Co., Ltd. was acquired by the Group.
During the reporting period, 3 companies were reduced from the scope of consolidation. A subsidiary, Shandong
Chenming Paper Group (Fuyu) Sales Co., Ltd. was absorbed into the Group. The Company disposed of 100% equity
interest in Qingdao Chenming International Logistics Co., Ltd. and 100% equity interest in Shouguang Chenming
Industrial Logistics Co., Ltd. Such companies were excluded from the scope of consolidation.

The Board of Shandong Chenming Paper Holdings Limited

25 March 2021
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