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1.1 Company Profile

Zhejiang Kan Specialities Material Co., Ltd. (hereinafter referred to as "KAN") was founded in 1998, and went public
on Shenzhen Stock Exchange in 2004 (Stock Code: 002012) as the first listed company in Lishui, Zhejiang Province.
KAN is a National High-tech Enterprise and a National Green Factory mainly engaged in high value-added base
paper materials. The Company is headquartered in Chaoyang District, Beijing, and takes Zhejiang Kaifeng New
Material Co., Ltd. as its production base.

Kaifeng New Material was founded at Quzhou Longyou Economic Development Zone in 2003, and was listed on the
New Third Board (Stock Code: 835427) in 2016. It mainly supplies food wrapping paper to multinational catering
giants such as KFC, McDonald's and Starbucks, rolling paper to China Tobacco, and industrial paper to multiple
enterprises such as Baowu, JISCO, and Kodak. Kaifeng New Material is one of the “Top 100 Enterprises of Electronic
Components in China”, and has been titled as the “Hidden Champion”, the “Specialized and Sophisticated SME" and
the “Smart Factory” in Zhejiang Province.

Putting People First, Serving Customers,
L. Generating Returns for Shareholders, Benefit-
M|55'°n5_ ing Employees, and Contributing to Society

Corporate

EILELTA Become the Top-tier Enterprise with the
Vision Most Value

1.2
Corporate Culture

(el fs 1) Striving for Excellence and Advancing
with Legacy

-
I ENIFEUOLEIR Flexible, Efficient, Sincere, Inclusive,

Climate United and Diligent

Co re" Prioritizing Customers, Fulfilling Respon-
Values sibility, Pursuing Continuous Improve-
ment, Embracing Innovation
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1.4 Product Lines

The Company currently offers a diverse range of high-quality products including rolling paper, food wrapping paper, indus-
trial paper and medical packaging materials. Notably, the cigarette tipping base paper and high gloss thermal base paper
are recognized as provincial high-tech products. In addition, the stainless-steel interleaving paper is recognized as a
provincial famous brand product, while the cigarette tipping base paper is also acknowledged as a municipal famous brand

product.

1. Tipping base paper series

The tipping base paper series are mainly used as the outer packaging materials to bond filter tips and cigarette ends
together. The printing ink and coating of products shall be non-toxic, comply with food hygiene standards, and have certain
resistance to water and wet strength.

The series are divided into common and special classes. The common class includes MG and MF products, while the
special class includes highly opaque products, natural breathable products, high permeability products, and anti-penetra-
tion products. These products boast high tensile strength, certain opaqueness, favorable smoothness, and anti-ink pene-
tration for printing adaptability. Thus, they are applicable to printing, overprinting, laser punching, and hot stamping. These
products are widely used by large-scale cigarette factories.

Common class

MG product ' MF product 1

_Special class Vo

Highly opaque Natural breathable
product —— product

High permeability Anti-penetration
product ‘_i product(bursting bead)
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2. Food Wrapping Paper Series

The food wrapping paper series are mainly made of pulp and cardboards, meet non-toxic, oil-resistant, waterproof,
moisture-proof and sealing requirements, and comply with food packaging safety standards. We have placed our techno-
logical innovation priorities on the functions and new chemicals of packaging materials. The series are classified as packag-
ing paper (brown kraft paper, white kraft paper, candy knot paper, and high strength wrapping paper), bakery paper
(silicone coated base paper, and steamer paper), oil and water-proof paper (fluorinated oil-proof paper, flouride-free
oil-proof paper, water-based packaging paper, and waxed base paper), and filter paper (tea bag paper, and desiccant wrap-

ping paper). These products are mainly supplied to multinational catering giants.

Food packaging paper

White kraft paper Brown kraft paper Candy knotpaper High strength wrapping paper

QOil and water proof paper

Flouride-free oil-proof
paper

Fluorinated oil-proof
paper

Water-based packaging
paper Waxed base paper

Bakery paper

Baking base paper & s |
(Silicone coated paper) - 2d | Steamer paper

G
'3;’; e

Filter pape

&4

Desiccant wrapping
paper

Heat seal tea bag paper
I Non heat seal tea bag paper
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3. Industrial Paper Series

The series refer to paper products used for industrial purposes, and are widely adopted in machinery manufacturing, indus-
trial packaging, as well as scientific research and experiment. The series mainly include stainless steel interleaving paper,
CTP interleaving paper, PS interleaving paper, photoelectric glass interleaving paper, and substrate protection paper of
liquid crystal glass. These products are mainly supplied to steel makers.

Interleaving paper

Photoelectric glass interleaving
paper/Substrate protection paper
of liquid crystal glass

Stainless steel interleaving
paper

T
- M PS interleaving paper

CTP interleaving paper

4. Medical Packaging Materials

The medical packaging materials include products for medical packaging , PE self-adhesive
products, high-temperature self-adhesive products, and glue-coated products. These products
can meet various requirements related to medical device properties, expected sterilization

methods, use effects, expiry dates, as well as transportation and storage.

\/' | - f ‘
Medical packaging PE self-adhesive products Glue-coated products Hingh temperature

selfadhesive product
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1.5 Development Milestones

In 1940

Kaicheng Paper Factory, the
predecessor of the Company,
was established.

In 1958

The factory was merged and
restructured into the State-run
Suichang Paper Factory.

in1978
The product won the “First National
Science Congress Award”.

In 1996
The straw pulp production line was
shut down. Instead, the commer-
cial pulp was adopted, eliminating
pulp production pollution.

In 1998
The shareholding reform was

completed, and Zhejiang Kan
Paper Co., Ltd. was founded.

in 2002

Zhejiang Kan Paper Co., Ltd. was
renamed Zhejiang Kan Speciali-
ties Material Co., Ltd.

&gt
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Governance
Innovation

In January 2004

Kaifeng New Material Co., Ltd., the
subsidiary of KAN, was established at
the provincialHevel Quzhou Longyou
Economic Development Zone.

In 2003

Xi Jinping, then Secretary of the
CPC Zhejiang Provincial Commit-
tee, visited the Company.

In July 2004

The Company went public on
Shenzhen Stock Exchange
(Stock Code: 002012).

In 2015
Kaifeng New Material was listed

on the New Third Board (Stock
Code: 835427).

In 2019
The new Board of Directors and the

Management steered the Company
to embark on a new stage of
development.

In 2020

The Company was upgraded to a
National Green Factory, leading
the regional green transition.

In 2023
The Company disposed of some

traditional assets, taking a landmark
step in strategic transition.
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1.6 KAN Honors

National Honors

The High-tech Enterprise
The National Green Factory

Provincial and Ministerial Honors

1."The Hidden Champion"

2."The Specialized and Sophisticated SME"

3."The Smart Factory”

4.*The Innovation-driven SME"

5.“The Enterprise Leading an Individual Field of the Manufacturing Industry”
6.“The Green Enterprise”

7 .“The Patent Demonstration Enterprise”

8."The Provincial High-tech Enterprise R&D Center”
9."The Provincial Enterprise Research Institute”
10.“The Provincial Enterprise Technology Center"
11.“The Postdoctoral Workstation” in Zhejiang Province

Product Honors |

1.“The New Excellent Industrial Product” (food-grade oil-proof green packaging paper)
2."The Premium Manufacturing Product” (high-precision multi-functional interleaving paper)
in Zhejiang Province

Other Honors ]

1."The Top 100" Enterprises of Electronic Components in China

2."The Top 500" Zhejiang Merchants

3."The Government Quality Prize” in Quzhou City

4. “The Annual Innovation Award" of Environmentally-friendly Paper Industry -- Industry Cooperation
5.“The Expert Workstation” in Quzhou City

6.“The Leading Enterprise” in the Five Major Industry Chains of Longyou County

7."The Postgraduate Workstation" of Nanjing Forestry University

Individual Honors 8l

1.The National May 1 Labor Medal (the first medal of this kind in this county over the last decade)
2.The National Light Industry Model Worker

3.The Young Craftsman in Zhejiang Province

4."The Qutstanding CPC Member” of Longyou County

5.“The Potential Craftsman” in Zhejiang Province

6.The Expert in Green Industry Development of Zhejiang Province

7.The Expert of Strategic Research Institute for the Development of China's Specialty Paper Industry
8.Professor-level Senior Engineer in Pulp and Paper Making

9.The Senior Engineer in Electromechanical Manufacturing
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1.7 Annual Operating Data

Total assets : Net assets Asset-liability ratio
1799 million 1700 million 5.50/0

Total revenue Net profit Net cash flow from operating activities

591 niion 22 wilion 71 miion

S8

Total investment in environmental protection:

RMB 258.92 million, down 42% from the previous year

Investment in green procurement:

RMB 254.23 million, down 41% from the previous year

Investment in energy conservation and consumption reduction technologies:

RMB 2.07 million, down 16% from the previous year

Investment in technological transformation:

RMB 11.75 million, down 1% from the previous year

Investment in R&D:

RMB 29.01 million, down 35% from the previous year

Including: investment in intellectual property protection:

RMB 110,000, up 10% from the previous year

Investment in digital transformation:

RMB 1.91 million, up 110% from the previous year

Investment in work safety:

RMB 1.36 million, up 1% from the previous year

Investment in employee benefits:

RMB 1.61 million, up 31% from the previous year

10
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Waste water (industrial water) density:

21 (ton/ton of paper consumed), down 8% from the previous year

Sulfide emission density:

0.2 (g/ton of paper consumed), down 7% from the previous year

Ammonia-nitrogen compound emission density:

6.3 (g/ton of paper consumed), up 72% from the previous year

Chemical oxygen demand (COD):
471 (g/ton of paper consumed), down 7% from the previous year

Hazardous waste density:
13 (g/ton of paper consumed), down 42% from the previous year

General waste density:
0.03 (ton/ton of paper consumed), up 55% from the previous year

Total direct and indirect carbon emissions:
48,797 tons, down 27% from the previous year

I' Total water consumption:
1.28 million tons, down 10% from the previous year

Reuse rate of reclaimed water:
98%, up 1% from the previous year

Total energy consumption:
575,933 MkJ, down 37% from the previous year

Total natural gas consumption:
1.87 million cubic meters, down 9% from the previous year

Steam consumption:

110,000 tons, up 0% from the previous year

Total electricity consumption:
65.32 GWh, up 15% from the previous year

Total solar energy generated:

11.32 GWh, up 19% from the previous year

Purchased green electricity:
6.5 GWh, up 100% from the previous year

Proportion of green electricity consumption in total electricity consumption:
27%, up 10% from the previous year

11
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2.1 Response to Climate Change

2.1.1 Climate Actions

Strategic framework for
climate actions

Vision:
Become a pioneer of
green transition in the

specialty paper industry

Measures:
Advance clean production, upgrade production lines,
and facilitate smart transformation;
cling to life cycle design, adhere to responsible
marketing, and stick to collaborative transformation;
reinforce steady capital, promote service quality, and
enhance performance

Goals of climate actions

Update the Energy Management Plan annually, strive to drop
the comprehensive energy consumption per ton of products
by 0.021 tce/t every year for the core business sectors, and
deliver the technical reform tasks efficiently for the purpose of
energy consumption and carbon emission reduction

Short-term
goal

Realize carbon peaking by 2026, reduce carbon emission
WG intensity by 890% in 2035 relative to 2021 benchmark, and

goal complete the overall green transition in production and
business management

Remain steadfast in implementing the “Strategic Framework
for Climate Actions” of the Company (1369: One Vision,
Three Dimensions, Six Approaches, and Nine Specific
Measures), and achieve carbon neutrality by 2040

Long-term
goal

>

Innovation

Dimensions:
production,
market and brand

Approaches:
green raw materials,
green production lines;
green design,
green supply chain;
green capital,
green services

GOVErNANCE |......ommeeemreesssmssanenssanes
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2.1.2 Scientific Carbon Management

Science-based carbon targets and progress

By reference to the SBTi target-setting approach, we have put the “1369 Strategic Framework for Climate
Actions” in place, and set the scientific carbon management goals of “carbon peaking by 2026, total carbon

emissions drop by 90% in 2035 relative to 2021 benchmark, and carbon neutrality by 2040".

2024 2023 2022 2021
Direct (Scope 1) GHG emissions (ton) 4048 4487 75,051 64,730
Indirect (Scope 2) GHG emissions (ton) 44,749 62,210 84,552 102,891
Total GHG emissions of Scope 1 and Scope 2 (ton) 48,797 66,697 159,603 167,621
Annual output of paper products (ton) 60,367 61,681 ! !
Total GHG emissions per ton of paper (ton/ton of paper) 0.8 1.1 ! !

In 2024, the total GHG emissions within the company's production scope decreased by 27% on year-on-year
basis, and the GHG emissions per ton of paper declined by 25%. Compared to 2021, the total GHG emissions
fell by 71% in 2024, a stride toward our ambition of “total carbon emissions drop by 90% in 2035 relative to
2021 benchmark”. Moreover, the Company has continued its efforts to optimize green production and step up
intelligent market to effectively cut GHG emissions per ton of paper. This will push the Company to low-carbon

governance at a faster pace.

Carbon targets: Total carbon emissions drop by 90% N 2035  relative to 2021 benchmark

Total carbon emissions drop by 71% I n 20 24 relative to 2021 benchmark

15
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2.2 Pollution Control and Ecological Conservation

2.2.1 Pollutant Discharge

Pollutant discharge performance
In line with applicable laws and regulations, we have done more to allocate environmental protection

facilities, manage their routine operation, and employ a third-party monitoring agency for discharge of

exhaust gas, noise and waste water on a regular basis.

Discharge data per ton of paper 2024 2023 Year-on-year
\Waste water (industrial water) density (ton/ton of paper consumed) 21 23 -8%
Sulfide emission density (g/ton of paper consumed) 0.2 0.2 -7%
Ammonia-nitrogen compound emission density (g/ton of paper consumed) 6.3 36 72%
COD (g/ton of paper consumed) 471 504 -7%
Hazardous waste density (g/ton of paper consumed) 13 23 -42%
General waste density (ton/ton of paper consumed) 0.03 0.02 55%

In 2024, we upgraded waste disposal facilities including bag dust collectors, SNCR and SCR denitrification
systems and wet electrostatic precipitators, eliminating direct exhaust gas emission during production. In

2024, the Company had no pollutant discharge beyond limits.

Pollutant discharge reduction measures

The Company and Kaifeng New Material have taken measures to prevent and control pollutants in line with
applicable laws and regulations: allocate environmental protection facilities and manage their routine opera-
tion; minimize discharge of exhaust gas, waste water and solid waste in production; monitor pollutant
discharge, and develop annual monitoring plans; optimize the work flow; employ a third-party monitoring
agency to monitor discharge of exhaust gas, noise and waste water on a regular basis. In 2024, the Compa-

ny had no pollutant discharge beyond limits.

Monitoring of pollutant discharge risks

The Company and Kaifeng New Material keep refining the ecological monitoring and assessment system
and the ecological monitoring network, and work with local environmental protection authorities to monitor
ecological factors such as air, surface water, soil and plants around production and business premises,
focusing on the impacts of pollutants that should be disclosed on employees and local communities, particu-
larly in terms of personal health, air quality and water sources. As shown by ecological monitoring results,
the ecological functions in business locations were not impaired by the production and business activities of

the Company in 2024.

17
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2.2.2 Waste Disposal

Waste disposal performance

We never stop our pace to explore approaches for waste reduction and comprehensive utilization. In
2024, we completed the hazardous waste management system that is based on unified standards and

covers all types of hazardous waste.

2024
Total generated non-hazardous waste (ton) 1,875
Total disposed non-hazardous waste (ton) 1,875
Total generated hazardous waste (ton) 08
Total disposed hazardous waste (ton) 08
Total recycled waste (ton) 1,802

— P,

We have recycled most of the non-hazardous waste, namely
paper scraps, according to regular production experience. In
2024, the recycling rate of paper scraps raised to 96% due to

proper production line control and process upgrading.

Waste discharge reduction measures

We have developed the Management Procedures of Waste
Water, Exhaust Gas and Noise, the Management Regulations
on Solid Waste and the Environmental Emergency Response
Plan to regulate waste disposal management. To dispose of
waste properly, efforts have been made to conduct personnel
inspection, examination, ranking and assessment; boost clean
production to reduce general waste and hazardous waste;
equip separate waste bins and formulate waste collection and
disposal procedures so as to dispose of general solid waste

generated in production and business activities in a sorted

manner; entrust a qualified third party to dispose of hazardous
waste. These efforts can minimize impacts on the environment

and promote the sustainable development of the Company.
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Ecological responsibility throughout

the product life cycle

Replacement of
plastic with paper

Firmly use of
green raw materials

Optimization of
green production

Replacement of
green packaging

Promotion of
green transportation

Materials

3
Green
Production

Green
Packaging

KAN green management for the whole product life cycle

Prioritizing degradable base paper for food packaging, the Company has focused its efforts
on research and development of world-class specialty paper products featuring cutting-edge
technology, high added-value and no pollution as substitutes for plastic, actively promoted
replacement of plastic with paper, so as to further improve environmental and economic
efficiency for harmonious coexistence between human and nature.

The Company strictly performs the nature conservation responsibility, aligning with WWF
(World Wildlife Fund) and GFTN-China (Global Forest and Trade Network) initiatives.
Notably, we import FSC-certified (Forest Stewardship Council) wood pulp, our major raw
material, to minimize impacts on the survival of plants and animals. Thus, we strike a balance
between our product quality/brand and environmental protection.

We have pooled a vast number of material and human resources into technology R&D, and
introduction of equipment to practice green production robustly. With these efforts, noise has
been controlled properly; water reuse rate has reached 95%; the share of self-generated
green electricity has increased year by year; the indicators related to utilization efficiency of
raw materials and energy consumption for products are both at the leading level of the indus-
try; the habitats of birds and fish have been protected.

The Company has used recyclable, light-weighted and degradable product packaging,
reduced plastic packaging and avoided excessive packaging, thus cutting down carbon
emissions.

The Company continues to raise the ratio of transportation by new energy vehicles, railway
and sea as an effort to lower carbon emissions further.

The Company has rolled out clean production to scale down the generation of both general
waste and hazardous waste, carried out classified disposal of solid waste, and entrusted
qualified third parties to dispose of hazardous waste.

GOVErNance ... covssmcsssssenees
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2.3 Resource Utilization and Circular Economy

2.3.1 Energy Utilization

Energy utilization management
Our production basically depends on natural gas and purchased steam to replacement of coal. Our electrici-
ty sources include purchased electricity, self-generated and purchased green electricity. All these initiatives

drive our low-carbon and green energy transition to the fullest extent.

2024 2023 Year-on-year
Total energy consumption (coal equivalent) 19,651 31,400 -37%
Total energy consumption (MkJ) 575,933 920,259 -37%
Natural gas consumption (10,000 m?) 187 2086 -9%
Steam consumption (10,000 tons) 11 11 0%
Total electricity consumption (10,000 kWWh) 6,532 5,680 15%
Total PV electricity generated (10,000 k\Wh) 1,132 954 19%
Purchased green electricity (10,000 k\Wh) 850 0 100%
Annual output of paper products (ton) 60,367 61,681 -2%
Total energy consumption per ton of paper (MkJ/ton of paper) 10 15 -36%
Natural gas consumption per ton of paper (m*/ton of paper) 31 33 -7%
Steam consumption per ton of paper (ton/ton of paper) 2 2 0%
Electricity consumption per ton of paper (10,000 kWhiton of paper) 0.1 0.1 0%

With an efficient energy management mechanism, we have
integrated energy conservation and efficiency enhance-
ment into the whole life cycle of energy utilization. During
the reporting period, we set energy conservation goals and Annual comprehensive energy
implemented managerial and technical energy-saving consumption per ton of products
measures, so as to constantly reduce carbon emission and Down 0.021 tce/t

energy consumption. In line with the Energy Management

Program, we set the goal of decreasing annual comprehen-
sive energy consumption by 0.021 tce/t per ton of products.

In 2024, this goal was successfully achieved.

21
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Clean energy utilization

On the basis of the existing 5.5 MW PV facilities, we installed 4.5 MW and 1.3 MW PV panels in the open
space of plants and on the rooftop of buildings respectively, adding the total PV capacity to 11.3 MW in 2023.
Thanks to these facilities, our PV electricity generated increased by 98% from 5.73 GWh in 2022 to 11.32
GWh in 2024. They reduced carbon emissions by 6,456 tons according to the average carbon emission
factor of 0.6703 t CO2/MWh in the national grid.

Up to now, our green electricity has totaled 17.82 GWh, including 11.32 GWh of self-generated PV electricity

and 6.5 GWh of purchased green electricity. Considering production and capacity expansion, green electrici-

ty consumption has accounted for 27% of the total electricity consumption, up to 10% on year-on-year basis.

Energy conservation measures

Regarding the overall energy utilization management, Kaifeng New Material has introduced the workshop
responsibility system, and implemented the long-term and medium-term energy conservation and carbon
emission reduction strategies to minimize energy consumption and carbon emissions while ensuring work
safety and product quality. The Company has adopted the responsibility system of regional power supply,
linked the electricity consumption control to personal performance and remuneration, and organized daily
inspections. In addition, the peak-valley power supply plans have been worked out by leveraging technology
and management methods. To heighten the awareness of energy conservation and carbon emission reduc-

tion, the education and training activities have been organized among employees.

Social T e OVEMNANCE ..

Momentum Innovation
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3.3 Suppliers and Customers

3.3.1 Customers

‘The Middle East

’7 Europe and America

‘ China

Zhejiang Province

|

Asia Pacific

Global layout

Overseas markets:
US, Japan, India, Malaysia, Thailand, Vietnam, Singapore, ltaly, UK, Germany, UAE, Australia, Brazil, South Africa,
Uruguay, Indonesia, Belgium, Sweden, Finland, etc.

Domestic markets:
Yunnan, Anhui, Henan, Hunan, Sichuan, Zhejiang, Shanghai, Beijing, Guangdong, Gansu, Jiangsu, Guangxi, Shan-
dong, Hubei, Xinjiang, Shaanxi, Heilongjiang, Jilin, Guizhou, Fujian, Shanxi, Shenzhen, Tianjin, Chonggqing, etc.

Headquartered in Hangzhou, Zhejiang Province, Kaifeng New Material has forged an international sales network
covering domestic markets, and overseas markets in Asia Pacific, the Middle East, Europe and America, so as to
meet the needs of customers and to fully bolster the global brand strategy. To expand our global presence, we dig
into new markets and customer groups, as well as extend our talent and customer outreach and draw on welfare
policies released by various countries in the process of globalization. All these efforts will enhance industry competi-

tive advantages, and increase corporate earnings.
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Service complaint management

Governance

[nnovation

The Company and Kaifeng New Material have opened up convenient channels for customer consultation, complaints

and suggestions, and formulated customer complaint management regulations to communicate and address custom-

ers’' concerns, complaints and insights timely and effectively. Besides, we have set annual assessment indicators for

“customer satisfaction” and “complaint follow-up”, established a sound after-sales customer service system, and

assigned technical and service personnel to visit customers from time to time. In 2024, our product quality was stable

and met applicable standards; there were no major quality disputes; the after-sales follow-up rate was maintained at

100%, and the customer satisfaction rate reached 99%; no customer complaints about quality were received, and no

products were recalled.
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3.4 Employees

3.4.1 Protection of Employees’ Rights and Interests

Our payroll

As of the end of 2024, the Company had 263 employees on the payroll, and all of our employees have signed labor
contracts.

By gender: 67 females and 196 males.

By profession: 150 production workers, 47 technicians, 41 administrative staff, 17 sales persons, and 8 financial staff.

Employment compliance

In accordance with the Labor Law of the People’s Republic of China and applicable labor management regulations,
we have implemented the Good Employment Practice, and signed labor contracts with our employees. In addition,
we always bear the due corporate contribution to social insurance, housing provident fund and supplementary insur-
ance for our employees in accordance with the law. In 2024, all our employees entered into labor contracts, and had
access to the social insurance package.

We have established and improved the remuneration system and the incentive mechanism, and formulated a range
of regulations such as the Management Regulations on Remuneration, the Management Regulations on Internal
Promotion and Competition for Jobs and the Management Regulations on Remuneration Accounting and Payment.
These actions allow for regular pay increase, and enable our employees to work and enjoy their rights and interests
according to law. In 2024, there were over 7 paid leave days per employee.

We stay committed to prohibiting child labor, protecting female employees, combating discrimination, safeguarding
dignity, and respecting voluntary labor. In 2024, the Company had no incidents of discrimination, child labor or forced

labor.
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Availability of facilities

We are committed to providing employees with a clean garden-style production and living environment. To this end,
central air-conditioning system covers every workshop, providing employees with a working environment of constant
temperature and humidity. Besides, well-established living and recreational facilities are available for employees. To
be specific, our canteens provide pleasant dining environment and a wide range of delicious food options. And meal
allowance is another benefit for employees. To enrich the spare-time life of employees, a variety of recreation
facilities have been equipped, including but not limited to fitness centers, reading rooms, table tennis rooms, basket-
ball courts, multi-function media rooms and tea rooms. To attract and keep talents, qualified employees are provided

with neat and comfortable apartments, and married couples are encouraged to both work in the Company.

Employee care

Highlighting the importance of employees, the Company and Kaifeng New Material have set up an employee care
center especially for employees with physical disabilities, female employees during their pregnancy and lactation,
and employees in need. These three groups enjoy additional allowance, physical examinations free of charge, and
aid fund respectively. Moreover, our employees have access to multiple communication and complaining channels,
such as suggestion box, email, hotline, and face-to-face communication. To timely identify and address the concerns
of employees, the Human Resources Department works with the Production Department, the Administration Depart-
ment and the Labor Union to organize a rich diversity of employee care activities, continuously enhancing employee

satisfaction.
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Various activities
The Company has provided its employees with various platforms to showcase their talent and develop hobbies, and

organized sports competitions, festival events and female care activities to help employees enjoy better life.

In March 2024, the International Working In September 2024, Mid-Autumn Festival
Women's Day

e
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In January 2025, we granted honors and

rewards to excellent employees

Guarantee of democracy

Emphasizing the protection of human rights and democracy, the Company observes applicable international rules
such as the three major international covenants on human rights and the Universal Declaration of Human Rights, and
has formulated internal regulations including the Freedom of Association and Collective Bargaining and the Manage-
ment Regulations on Labor Union. The Labor Union has been set up along with improved working systems for
employees to communicate with the Company. Employees are allowed to join or withdraw from the Labor Union
freely, and are encouraged to participate in making decisions and solving problems. In 2024, the Labor Union
received 14 suggestions, and studied and put all suggestions into practice. Four meetings including the workers'
congresses and democratic communications were held. The employee satisfaction was 96%, a 5-percent

year-on-year growth.
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Governance Innovation

4.1 Sustainable Development
4.2 Business Practices
4.3 Operational Compliance
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4.1 Sustainable Development

4.1.1 Sustainability Governance Mechanism

Sustainability management framework

“Five-faceted Contribution and One Drive": Make contribution to the country, the ecology, society, shareholders, and
employees; drive business to develop for good. “12345" Sustainability Governance System: 1 dual-carbon goal, 2
priorities for transformation, 3-pronged positioning, 4 optimization approaches, and 5-tier management framework.
“1 Dual-carbon Goal": carbon peaking by 2026; 90% drop of carbon emission intensity compared to 2021 by 2035;
carbon neutrality by 2040. “2 Priorities for Transformation”: fine management and improvement in new quality produc-
tive forces. “3-pronged Positioning”: green, smart and zero-carbon factory. "4 optimization approaches”: green transi-
tion of product, energy-intensive structure upgrade, cyclic utilization of resources, and efficiency improvement of
process.

“5-tier management Framework”: 5-tier ESG management framework led by the Strategy and Sustainability Commit-
tee under the Board of Directors. The Strategy and Sustainability Committee has been set up as the top ESG
decision-making body, and leads the execution and oversight bodies as well as business departments. The Chairper-

son serves as the primary responsible officer and head of the Committee.

“12345” Sustainability Governance System

Col:\it‘fi,t-)ﬁitti:g:\ednd Make contribution to the country, the ecology, society, shareholders, and employees;
a Drive business to develop for good.

One Drive
Carbon peaking by 2026; 90% drop of carbon emission intensity
1 Dual-carban Goal compared to 2021 by 2035, carbon neutrality by 2040.
2 Priorities for Fine management and improvement in new quality productive
Transformation forces.
3 Pronged Positioning Green, smart and zero-carbon factory. //
4 Optimization Green transition of product, energy-intensive structure upgrade, cyclic '
Approaches utilization of resources, and efficiency improvement of process, etc.

The Strategy and Sustainability Committee, ESG Working Group&Risk
Management Team,Green Development Committee, Emergency Leading
Group, Employee Care Center, etc. _

5-tier Management
Framework

\
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Sustainable strategy planning

On the human's common journey of sustainable development, we are committed to “innovative development for
harmonious coexistence”, aligning with 2030 UN SDGs (sustainable development goals). According to our actual
situation, we have identified 14 SDGs, and pooled the best resources and efforts to facilitate the realization of the

Agenda for Sustainable Development.

Harmonious coexistence (i qm
. E
® e
-y : .:-I: i .

Innovative development

8
IR R

L BiR

Actively build the ESG system, arrange training sessions, set up
teams, draw up blueprints, push ahead with goals, collect feedback,
fulfill rectification, and remain open for interaction.

2020—2025
Building stage

Systematically deepen the ESG-based business transformation to

2025—2030 - allow for a standard system, low-carbon business, modular
Transformation stage management, information digitization, diversified interactions, and

experience sampling.

- .
—

Gather efforts for breakthrough in realizing the ESG zero-carbon
2030—2035 aim, minimizing carbon emissions in main business sectors,
Breakthrough stage maximizing the utilization of green electricity, offsetting remaining

L carbon emissions, and creating more value with green business.

Upgrade and reconstruct the ESG strategy. Inject "activators" for
strategic development, maintain the "perpetual motion machine" of
the work mechanism, strengthen the "firewall' of the governance
system, and generate the "gene chain" for self - repair.

2035—2040

Reconstruction stage
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Digital empowerment for sustainable development

In line with the Double Materiality Perspective, domestic and international disclosure standards, industry macro-poli-

cies, industry practices and our actual conditions, the Company works out a material topic shortlist via identification

and assessment and submits it to the Strategy and Sustainability Committee for review to determine the final material

topics. In 2024, 28 material topics were finalized.

Double Materiality Perspective

@® Governance topics

A
High

@ collaborate with supply chain
for common development

@ reduce waste discharge

O combat climate change

@ provide diversified products

® meet consumer needs

(O organize voluntary activities

UOIIEDIUNWILLIOD SISPIOYSNE]S JO aduepodu)|

) bolster rural revitalization
O protect biodiversity
LDW
e protect shareholders’
rights and interests

High significance

e communicate with
stakeholders

e strengthen investor
management

O Social topics

» Environmental topics

© facilitate energy conservation and
emission reduction

o protect shareholders'
@ communicate with rights and interests

stakeholders ’
@ enhance compliance

governance
@ champion business integrity
and contract performance

@strengthen investor
management

o promaote digital
transformation

@ practice strict information
disclosure

@ reinforce safety

@ step up risk management management
@ develop R&D @ improve product quality
capabilities

© cut resource consumption

@ boost technological

o develop green products

transformation

@ grow together
with dealers

@ use clean energy

O continue contribution to
communities

Sustainability Committee

2 increase resource reuse

7
High

e practice strict information
disclosure

enhance compliance
governance

e reinforce safety
management

champion business integrity
and contract performance

facilitate energy conservation and
emission reduction

e step up risk
management

Medium significance
e boost technological
transformation

cut resource
consumption

improve product
quality

. promote digital
transformation

e collaborate with supply chain
for common development

grow together with dealers

develop R&D capabilities
use clean energy

reduce waste
discharge

e Meet consumer
needs

Low significance

o organize voluntary
activities

develop green products

o}

o

provide diversified o bolster rural revitalization

products

continue contribution
to communities

o combat climate change

protect biodiversity increase resource reuse
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Digital empowerment for sustainable development

We are the first to take sustainability and ESG as an integral part of our primary strategy among listed companies in
the specialty paper industry. To fulfill the strategy, we have empowered the environmental, social, governance and
marketing development with information-based and digital approaches.

We actively cement cooperation with POI-TECH in data acquisition and integration to insert more smart genes into
production. As the world’s first manufacturer of large-scale process model dedicated to the paper-making industry,
POI-TECH works as a booster on our journey to intelligent transformation in terms of data, process and advanced Al
technology.

We leverage the carbon footprint reporting system for better ESG performance management. The system enables
effective collaboration of the carbon footprint accounting tool and the energy management system, and is used to
quickly collect and sort out ESG data, generate periodic analysis reports, and disclose ESG KPIs in real time via our

built-in investor relation matrix.

ey b B

Constructmn lnmalmo Meetmg for the Digial and Smart Facmrv f MFE
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& MR MINEMPTHEFNIRZETS

AN

43









SRR (5 C\/€ "2 N Ce
ntum |nnovation

4.2 Business Practices

4.2.1 Anti-bribery and Anti-corruption

To enhance the awareness of integrity and compliance, all employees, including the management, are required to
sign the Integrity and Confidentiality Agreement. In addition, we follow up and supervise whether new promotions and
new employments comply with applicable regulations, continue the oversight of integrity and compliance at all
positions and for promotions.

In cooperation with external partners such as suppliers, we require all suppliers to abide by business ethics, the
Non-Disclosure Agreement and the Supplier Code of Conduct, and should keep away from corruption and bribery in
any form. Moreover, they should sign the Commitment to Integrity as an attachment to the supply contract, and

receive access assessment and sustained management.

4.2.2 Anti-unfair Competition

Attaching great importance to the values and rights of customers, we always present the performance and advantag-
es of products truly and objectively, rather than releasing false or misleading advertisements. We utterly oppose
illegal acts such as colluding with peers on pricing and disrupting the market order. Instead, we exchange and cooper-
ate with the counterparts to jointly advance the sound development of the industry and contribute to the sustainable
growth of China's economy.

The Audit and Supervision Department has been fully authorized to supervise and audit the daily economic activities
of the Company from time to time. The specific duties of the department include contract review, supervision and
review of material procurement prices, investigation of abnormal conditions, and proposal of penalty suggestions.
Over the years, efforts have been made to prevent in advance (bidding), in-process supervision (price review) and
post-audit (final accounting and abnormality investigation) targeting receipts and payments, thus basically putting

commercial misconduct to an end.
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4.3 Operational Compliance

4.3.1 Scientific and Effective Management

Compliance management system

In accordance with the Company Law of the People’s Republic of China, the Securities Law of the People’s Republic
of China and regulatory documents over the governance of listed companies released by China Securities Regulatory
Commission and Shenzhen Stock Exchange, we have continued to refine our corporate management framework in
terms of the shareholders' meeting, the Board of Directors, the Board of Supervisors, the duties and powers of the
management, and operation regulations. In 2024, the Company held 3 shareholders’ meetings, 6 meetings of the

Board of Directors, and 4 meetings of the Board of Supervisors.

‘Sharsholders' Meeting

- Board of Supervisors

y r
Kaifeng New Material Headquarters |
[ Production Section I Board Secretary Office I
[ Technology Section I Finance Department I
[ R&D Section | Legal Department |
l Sales Section I Office I
l Administration Section l KAN Investment J

Financial compliance certification
The Company has always got the unmodified opinions from the auditor in the past 20 years.
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4.3.2 Comprehensive Risk Management

Under the Board of Directors, a Risk Management Committee has been set up with clear division of responsibilities

related to integrity and compliance. Besides, the combination of an ERM-based risk management structure and a

professional risk management team has been put in place.

Comprehensive Risk Management System

#

Board of Directors |

oy

Business risk assessment

loophole analysis

| |
Manage Lead
Headquarters/branch [ Management \ ‘ Strategy and Sustainability Committee [
companies and subsidiaries |
Manage Manage Lead Lead
Business Legal & Compliance Audit Risk Management
departments | Department ' Committee Team
Defend Line 1 Defend Line 2 Defend Line 3
Compliance review and Evaluation, education

and rectification

L A

ESG Month Campaign

Since 2023, we have continuously implemented ESG Month Campaigns to encourage our employees and stakehold-
ers to know more about ESG, reinforce sense of social and environmental responsibility, and make a difference in
protecting our common communities through small actions. To this end, we have always communicated the Sustain-
ability Report by sections and latest ESG policies, organized low-carbon office competitions and daily environmental
protection knowledge contests, cross-evaluated business segments in ESG performance, and visited ESG-highlight-

4

ed listed companies.

- ENGEYLY

A% Rz5: 002012

ESG Month
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Key Performance Index 2024 2023 2022
Corporate Governance Performance
ESGm_lI)reakdown management indicators 165 i 126
Proportion of independent director in the Board of Directors 40% 50% 43%
Pro;.:;rtion of female directors in the Board of Directors 20% 33% 29%
Quantity of information disclosed 57 102 138
Investor relations management influence (10,000 man-times) 124 166 24
Wind ESG rating AA A A
Qualt;.tldata ESG rating AA AA AA
BSC"imcertiﬁcation C / /

5.2 GRI Index Table

GRI Standards 2021 Page number

About the Report 2-2,2-3,2-4 /

KAN Brand Value 2-1,2-6,201-1,305-1,305-2,305-4 5K

301-2,301-3,302-1,302-4,302-5,303-2,
Environmental Protection 12-24

303-3,303-4,305-5,305-7,306-2

203-1,304-2,308-1,403-1,403-2,403-3,
Social Momentum 403-4,403-6,403-8, 403-10,404-2, 25-38
405-1,413-1,417-1

Governance Innovation 2-9,2-12,2-14,2-16,2-17,2-22,2-26,2-29,3-2,3-3 39-48




@ KAN Share @ KAFEN
Harmonious symbiosis Innovative development

Add.: Building H, No. A5 Shuguang Xili,
Chaoyang District, Beijing

Tel.:010-64656586

Email:admin@kangufen.com
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