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1. Performance. According to the 2024 Semi-Annual Report, the Company’s 

main business is the R&D and manufacturing of new energy lithium-ion battery 

material and cobalt new material products, and main products are cathode 

materials, ternary precursor, cobalt, nickel, copper, trade and others; in the first 

half of 2024, the Company achieved operating income of RMB 30.05 billion, 

down 9.88% year-on-year, and net profit attributable to the parent company of 

RMB 1.671 billion, down 19.87% year-on-year. The Company said that the 

decline in performance was mainly due to the significant decline in the market 

prices of major metals such as nickel and lithium. Among them, the trade and 

other business income was RMB 5.725 billion, an increase of 10.33% 

year-on-year, which was opposite to the change in the Company’s overall income. 

In 2022, 2023 and the first half of 2024, the trade and other business income was 

RMB 9.181 billion, RMB 11.472 billion and RMB 5.725 billion respectively, 

accounting for 14.56%, 17.30% and 19.05% of the operating income of each 

period, with a relatively large scale and proportion. 

The Company is required to: (1) in combination with the sales volume of 

main products, production cost, average selling price, comparable companies in 

the same industry, competition pattern, etc., explain the reasons for the decline in 

both operating income and net profit attributable to the parent company during 

the reporting period and the match with the corresponding metal price 

fluctuations; (2) make a supplementary disclosure of the main contents of trade 

and other business, the business models, the names of top ten customers and 

suppliers in the last three years and the most recent period, the association 

relationship, transaction amount, accounts receivable or prepayment balance, 

rights and obligations agreement, attribution of cargo risk liability, etc., explain 

the basis and rationality of the time and method of revenue recognition and, in 

combination with the above indicators, explain the reasons for the change in the 

business income in an opposite direction to the change in the Company’s overall 

income and for the increase in proportion year by year during the reporting 
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Note: 1) The sales volume of main products is based on the converted metal quantity or 

physical quantity; 2) trade and others include rental income in other business income. 

As shown in the above table, in the first half of 2024, the Company’s operating 

income was RMB 30.05 billion, a decrease of RMB 3.295 billion or 9.88% compared 

with that in the first half of 2023; i
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while the average selling price and unit cost decreased, with greater decrease in cost, 

and the contribution margin increased; the sales volume of copper products increased 

slightly compared with that in the same period of 2023, the average selling price and 

unit cost both increased, and the contribution margin increased slightly; the sales 

volume of nickel products increased significantly compared with that in the same 

period of 2023, the average selling price and unit cost decreased year-on-year, and the 

contribution margin increased significantly; the sales volume of lithium products 

increased significantly compared with that in the same period of 2023, but affected by 

the sharp decline in the market price of lithium salt, the average selling price of the 

Company’s lithium products fell significantly, and the contribution margin decreased; 

affected by the market, the sales volume of ternary precursors and cathode materials 

decreased slightly compared with that in the same period of 2023, the average selling 

price and unit cost decreased significantly, causing significant decrease in the 

contribution margin. 

(II) Comparison of changes in operating income and net profit with 

comparable companies in the same industry 

Monetary Unit: One Hundred Million Yuan 

Item 
Short name of 

company 
January to June 2024 January to June 2023 Proportion of change 

Operating 

income 

Hanrui Cobalt 25.60 22.99 11.34% 

Chengtun Mining 114.14 133.16 -14.28% 

Easpring  35.41 84.02 -57.85% 

Ronbay Technology 68.88 128.94 -46.58% 

CNGR 200.86 172.66 16.33% 

GEM 173.38 129.40 33.99% 

Huayou Cobalt 300.50 333.46 -9.88% 

Net profit 

Hanrui Cobalt 0.71 0.68 4.31% 

Chengtun Mining 12.54 4.02 212.04% 

Easpring 2.65 9.25 -71.32% 

Ronbay Technology 0.23 3.96 -94.16% 

CNGR 11.57 8.45 36.92% 
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increased focus on high-nickel solutions introduces significant technical barriers, 

which will further promote the concentration in the ternary industry. As a result, there 

will be increased demand for a stable supply of nickel sulfate and upstream nickel raw 

materials. Leading enterprises that maintain an integrated industry chain - from 

nickel-cobalt-lithium resource development to lithium-ion battery material 

manufacturing and global industrial layout – are positioned for greater development. 

(IV) Reasons for the decline in both operating income and net profit 

attributable to the parent company in the first half of 2024 

In the 
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(3) Market price of copper metal 

 

 (4) Market price of lithium materials 

 

Nickel metal (yuan/ton) 
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 (5) Market price of ternary precursor materials 

 

(6) Market price of cathode materials 

 

 

 

 

 

 

 

 

 

 

 

In the first half of 2024, the changes in average selling price of the Company’s 

main products were basically consistent with the price trends of major metals or 

materials. The details are as follows: 1) the average selling price of cobalt products 

fell by 17.11% compared with that in the same period of 2023, matching the 

downward trend of market price fluctuation of cobalt metal; 2) the market price of 

copper metal fluctuated upward, matching the growth trend of the average selling 

price of Company’s copper products; 3) the market price of nickel metal was volatile 

 

Ternary precursor material (yuan/ton) 

Ternary precursor 811 Ternary precursor 523 

Ternary material 811 Ternary material 622 

Ternary cathode material (yuan/ton) 
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in the first half of 2024, the price was lower than that in the same period of 2023 on 

the whole
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II. Make a supplementary disclosure of the main contents of trade and other 

business, the business models, the names of top ten customers and suppliers in 

the last three years and the most recent period, the association relationship, 

transaction amount, accounts receivable or prepayment balance, rights and 

obligations agreement, attribution of cargo risk liability, etc., explain the basis 

and rationality of the time and method of revenue recognition and, in 



Announcement on the Reply to the Letter of Supervision of Information 

Disclosure under 2024 Semi-Annual Report of Zhejiang Huayou Cobalt Co., Ltd. 

 15 

Item Business model 

In addition, according to the production and sales plan, the Company will 

gradually sell some external mineral materials, metal products, etc. 

Sales of other 

self-made products 

The Company has a long industry chain and many sectors. In addition to 

the main products, it also has other self-made products for sales, mainly 

including the following: in the resource sector, in combination with the 

subsequent production plans, some self-produced mineral materials are 

sold at appropriate time; in the new material and new energy sector, other 

metal products and by-products made are sold; in the recycling sector, 

through the dismantling of waste batteries and further processing, related 

products are formed for external sales 

The Company’s revenues from nonferrous metal trade for the period of 2023 and 

January to June 2024 are as follows: 

Monetary Unit: Ten Thousand Yuan 

 

Item 

January-
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2. Names of the Company’s top ten customers in trade and other business in 

the last three years and the most recent period, the association relationship, 

transaction amount, accounts receivable balance, rights and obligations 

agreement, attribution of cargo risk liability, etc. 

Names of the top ten customers in trade and other business in the last three years 

and the most recent period, the association relationship, transaction amount, accounts 

receivable balance, rights and obligations agreement, attribution of cargo risk liability, 

etc. are as follows: 

Monetary Unit: Ten Thousand Yuan 

Period S/N 
Customer 

name 
Business 

Transactio

n amount 

Amount 

of 

accounts 

receivabl

e 

Rights and 

obligations 

agreement 

Attributi

on of 

risk 

liability 

Is there any 

association 

relationship 

January 

to June 

2024 

1 
TRAFIGURA 

PTE. LTD. 

Nonferrous 

metal trade 
122,787.99 1,382.50 

After the seller 

delivers the 

ownership license, 

the buyer shall pay 

by wire transfer. 

Both parties shall 

complete the 

pricing and 

settlement with( w)eem n

BT

/F1 1/Span <</MCID 64/Lang (en-US)>> BDC q

349.27 151.58 94.944 312.05 re

W* n

BT

/F1 10.56 Tf

1 0 0 1 180.53 311.17 Tm
pr0 g

0 ciith( w)eem n

BT

/F1 1/Span <</MCID 65/Lang (en-US)>> BDC q

349.27 151.58 94.944 312.05 re

W* n

BT

/F1 10.580 0 11 0 0 1 180.53 311n <per0 g

0 o(i)5(ci)6(ng and )] TJ

ET

Q

 EMC  /Span <</MCID 66/Lang (en-US)>> BDC q

349.27 151.58 94.944 312.05 re

W* n

BT

/F1 10.56 Tf

1 0 0 1 227.45 295m

0p led 
0 g
4(f)3(t)cing and 

in usiness 
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seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

the 

ownershi

p license 

is 

delivered 

Co., Ltd., a 

state-owned 

enterprise 

Other 

self-made 

products 

1,965.37 224.00 

After the buyer 

takes delivery of all 

the goods under the 

contract, the seller 

shall issue an 

invoice, and the 

buyer shall make 

all the payments by 

wire transfer within 

30 days upon 

receipt of the 

invoice 

The risk 

shall be 

transferre

d after 

the goods 

are 

loaded if 

the 

demande

r will 

take 

delivery 

of them 

3 

HEBEI JIWU 

METAL  

INTERNATI

ONAL  

(HONGKON

G) CO., 

LIMITED 
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ONAL  

LIMITED 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

ownershi

p license 

is 

delivered 

Group Co., 

Ltd., which is 

mainly engaged 

in the smelting 

and import and 

export trade of 

nonferrous 

metal and 

precious metal 

products 

5 

YTSH 

SINGAPORE 

PTE. LTD. 

Nonferrous 

metal trade 
25,656.99  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

Shanjin 

International 

Gold Co., Ltd., 

an A-share 

listed company 

and a 

state-owned 

enterprise 

6 

RICH 

FORTUNE 

INT’L 

INDUSTRIA

L LIMITED 

Nonferrous 

metal trade 
18,579.13  

The buyer shall 

issue an irrevocable 

letter of credit, the 

seller shall deliver 

the ownership 

license within 10 

days after the 

issuance of the 

letter of credit, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

China-Base 

Ningbo Group 

Co., Ltd.,  

which is 

mainly engaged 

in global trade 

of commodities 

and other 

businesses 

7 
Glencore 

Limited 

Nonferrous 

metal trade 
17,864.12 3,218.56 

The demander shall 

pay 90% of the 

estimated value 

DAP; the 

risk shall 

be 

No. The 

controlling 

shareholder is 
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within two working 

days upon receipt 

of the goods and 

settle the remaining 

amount after the 

final amount is 

confirmed 

transferre

d after 

delivery 

at the 

port 

warehous

e 

designate

d by the 

demande

r
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pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

Other 

self-made 

products 

4,698.12 375.20 

After the demander 

takes delivery of all 

the goods under the 

contract, the 

supplier shall issue 

an invoice, and the 

demander shall 

make all the 

payments by wire 

transfer within 30 

days upon receipt 

of the invoice 

The risk 

shall be 

transferre

d after 

the goods 

are 

loaded if 

the 

demande

r will 

take 

delivery 

of them 

3 

YANCOAL 

INTERNATI

ONAL 

TRADING 

CO., 

LIMITED 

Nonferrous 

metal trade 
113,575.85  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

Shandong 

Energy Group 

Co., Ltd, a 

state-owned 

enterprise 

4 

RICH 

FORTUNE 

INT’L 

INDUSTRIA

L LIMITED 

Nonferrous 

metal trade 
83,299.73  

The buyer shall 

issue an irrevocable 

letter of credit, the 

seller shall deliver 

the ownership 

license within 10 

days after the 

issuance of the 

letter of credit, and 

both parties shall 

complete the 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

China-Base 

Ningbo Group 

Co., Ltd.,  

which is 

mainly engaged 

in global trade 

of commodities 

and other 
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pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

businesses 

5 

RAINBOW 

METALS 

PTE. LTD. 

Nonferrous 

metal trade 
54,953.41  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 
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complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

8 

SINGAPORE 

(COGENERA

TION)  

STEEL 

PTE.LTD. 

Nonferrous 

metal trade 
37,887.49  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

CIEC Group, a 

state-owned 

enterprise 

9 
LSR GLOBE 

PTE.LTD. 

Nonferrous 

metal trade 
30,076.19  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

L&S Group, 

which is 

mainly engaged 

in nonferrous 

metal trade 

10 

ETERNAL 

TSINGSHAN 

GROUP 

LIMITED 

Others 

(engineerin

g materials 

and spare 

parts) 
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agreed in the 

contract  

side 

when the 

goods are 

shipped 

Holding Group 

Total 777,041.05 31,086.98    
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contract, the 

supplier shall issue 

an invoice, and the 

demander shall 

make all the 

payments by wire 

transfer within 30 

days upon receipt 

of the invoice 

d after 

the goods 

are 

loaded if 

the 

demande

r will 

take 

delivery 

of them 

3 

YANCOAL 

INTERNATI

ONAL 

TRADING 

CO., 

LIMITED 

Nonferrous 

metal trade 
46,202.02  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 
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HOLDINGS 

LTD. 

ownership license, 

and both parties 

shall complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

the 

ownershi

p license 

is 

delivered
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of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

is 

delivered 

mainly engaged 

in trading of 

commodities 

such as 

petrochemical, 

energy & 

chemical, 

nonferrous 

metals, etc. 

9 

Jieyang 

Zhongfu 

Economic and 

Trade Co., 

Ltd. 

Nonferrous 

metal trade 
18,763.98  

The buyer shall 

issue an irrevocable 

letter of credit, the 

seller shall deliver 

the ownership 

license after the 

issuance of the 

letter of credit, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. Established 

in 1999, the 

company is 

mainly engaged 

in the trade of 

chemical 

materials and 

nonferrous 

metals 

10 

CONCORD 

FORTUNE 

BASE 

METALS 

PTE  

LIMITED 

Nonferrous 

metal trade 
15,398.39  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. Established 

in 2018, the 

company is 

mainly engaged 

in global trade 

of commodities 

such as 

nonferrous 

metals 

Total 496,758.99 509.24    

2021  1 
TRAFIGURA 

PTE. LTD. 

Nonferrous 

metal trade 
191,377.76 636.21 

After the seller 

delivers the 

ownership license, 

The risk 

shall be 

transferre

No. 

TRAFIGURA 

PTE. LTD. is 
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the buyer shall pay 

by wire transfer. 

Both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract, or the 

seller shall issue an 

invoice after the 

goods are loaded, 

and the buyer shall 

make the payment 

by wire transfer 

within 3 working 

days 

d after 

the 

ownershi

p license 

is 

delivered 

or the 

goods are 

delivered 

to the 

carrier 

one of the 

world’s leading 

commodity 

trader 

2 Juhua Group 

Nonferrous 

metal trade 
124,440.29  
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of them 

3 China Ordins 
Nonferrous 

metal trade 
78,648.24  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

 

No. China 

Ordins Group 

Co., Ltd. and 

its subsidiaries 

are state-owned 

enterprises 

4 C&D 
Nonferrous 

metal trade 
65,342.74  

The buyer shall 

issue an irrevocable 

letter of credit, the 

seller shall deliver 

the ownership 

license after the 

issuance of the 

letter of credit, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

Xiamen C&D 

Group Co., 

Ltd., a 

state-owned 

enterprise 

5 
RAFFEMET 

PTE LTD 

Nonferrous 

metal trade 
56,672.35  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. Established 

in 1995, the 

company is 

mainly engaged 

in global trade 

of commodities 

such as 

nonferrous 

metals 
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agreed in the 

contract 

6 Maike Group 
Nonferrous 

metal trade 
37,523.59  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

the ownership 

license upon receipt 

of the payment, and 

both parties shall 

complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

 

No. Maike 

Metals 

International 

Limited and its 

subsidiaries, 

which are 

mainly engaged 

in trading of 

metals and 

minerals 

7 XMXYG 
Nonferrous 

metal trade 
35,302.13  

Depending on the 

subject of the 

transaction, the 

buyer shall issue an 

irrevocable letter of 

credit, the seller 

shall deliver the 

ownership license 

after the issuance of 

the letter of credit, 

or the buyer shall 

pay by wire transfer 

within 2 days upon 

receipt of the 

ownership license, 

and both parties 

shall complete the 

pricing and 

settlement within 

the pricing period 

agreed in the 

contract 

The risk 

shall be 

transferre

d after 

the 

ownershi

p license 

is 

delivered 

No. The 

controlling 

shareholder is 

Xiamen 

Xiangyu Co., 

Ltd., an 

A-share listed 

company and a 

state-owned 

enterprise 

8 

ARC 

RESOURCES 

COMPANY 

LIMITED 

Nonferrous 

metal trade 
24,675.13  

The buyer shall pay 

by wire transfer 

upon receipt of the 

document, the 

seller shall deliver 

The risk 

shall be 

transferre

d after 

the 

No. Established 

in 2010, the 

company is 

mainly engaged 

in 
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4 

POLYMOUN

T 

INTERNATI

ONAL LTD. 

Nonferrous 

metal trade 
27,060.16   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. Established in 

2009, the company 
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and settlement within 

the pricing period 

agreed in the contract 

Total 269,879.84 2,921.74    

2023  

1 

POLYMOUN

T 

INTERNATI

ONAL LTD. 

Nonferrous 

metal trade 
193,394.04 311.64 

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. Established in 

2009, the company 

is mainly engaged 

in trading of 

copper, steel and 

other metals 

2 China Ordins 
Nonferrous 

metal trade 
155,593.26   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. China Ordins 

Group Co., Ltd. 

and its subsidiaries 

are state-owned 

enterprises 

3 
Jiangxi 

Copper 

Nonferrous 

metal trade 
100,206.10   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and b G
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4 MRI Group 
Nonferrous 

metal trade 
63,280.56   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. The company 

is a global 

commodity trader 

and a subsidiary of 

CWT International 

Limited, a 

company listed in 

Hong Kong 

5 

HITENT 

METALS 

TRADING 

PTE. LTD. 

Nonferrous 

metal trade 
54,940.14   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. Established in 

2013, the company 

is mainly engaged 

in trading of 

copper, zinc, 

nickel and other 

nonferrous metals 

6 

ASK 

RESOURCES 

Ltd 

Nonferrous 

metal trade 
38,792.06   

The buyer shall pay 

by wire transfer upon 
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LIMITED ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

ownershi

p license 

is 

delivere

d 

Appliances 

Limited Company, 

a state-owned 

enterprise 

8 
Grand Future 

Group Limited 

Nonferrous 

metal trade 
31,145.02   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. The 

controlling 

shareholder is 

Shandong Energy 
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and settlement within 

the pricing period 

agreed in the contract 

Total 722,688.27 311.64    

2022  

1 China Ordins 
Nonferrous 

metal trade 
111,827.52  

The buyer shall pay 

by wire transfer, the 

seller shall deliver 

the ownership license 
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each month as agreed 

in the contract and 

the buyer pays 100% 

of the provisional 

value of the goods at 

the end of each 

month, based on the 

truck loading list and 

provisional invoice, 

with the excess being 

refunded on final 

settlement. 

4 

ANGLO 

AMERICAN 

MARKETIN

G LIMITED 

SINGAPORE 

BRANCH 

Nonferrous 

metal trade 
58,308.47  

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. ANGLO 

AMERICAN 

MARKETING 

LIMITED  is one 

of the world’s 

leading companies 

in the field of 

mining and natural 

resources 

5 
Jiangxi 

Copper 

Nonferrous 

metal trade 
54,728.36 204.39 

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. The 

controlling 

shareholder is 

Jiangxi Copper 

Co., Ltd., an 

A-share listed 

company and a 

state-owned 

enterprise 

6 MRI Group 
Nonferrous 

metal trade 
42,952.55 366.46 

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

The risk 

shall be 

transferr

ed after 

the 

ownershi

No. The company 

is a global 

commodity trader 

and a subsidiary of 

CWT International 

Limited, a 
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upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

p license 

is 

delivere

d 

company listed in 

Hong Kong 

7 

HONG 

KONG 

TONGYUAN 

TRADING 

DEVELOPM

ENT 

LIMITED 

Nonferrous 

metal trade 
36,602.32  
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metal trade by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

controlling 

shareholder is 

Aluminum 

Corporation of 

China Limited, an 

A-share listed 

company and a 

state-owned 

enterprise 

Total 535,480.61 912.12    

2021  1 China Ordins 
Nonferrous 

metal trade 
 185,844.78    

According to the 

specific transaction 

contract, the buyer 

shall pay to the seller 

by wire transfer 

before the seller 

delivers the 

ownership license or 

pay within 5 working 

days after the buyer’s 

bank receives the 

ownership license, 

and both parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the 

contract, or the seller 

delivers the goods 

each month as agreed 

in the contract and 

the buyer pays 100% 

of the provisional 

value of the goods at 

the end of each 

month, based on the 

truck loading list and 

provisional invoice, 

with the excess being 

refunded on final 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d or after 

the 

goods 

are 

loaded at 

MIKAS 

No. China Ordins 

Group Co., Ltd. 

and its subsidiaries 

are state-owned 

enterprises 
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settlement. 

2 

POLYMOUN

T 

INTERNATI

ONAL LTD. 

Nonferrous 

metal trade 
98,008.05   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. Established in 

2009, the company  

is mainly engaged 

in trading of 

copper, steel and 

other metals 

3 

POINTER 

INVESTMEN

T (H.K.) LTD. 

Nonferrous 

metal trade 
75,213.71   

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

and bthe 

6
[(par)4(t)5(i)5(es)3( sha)3(l)the 

ag7hall deliver the 
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and the remaining 

10% on final 

settlement 

loaded at 

MIKAS 

6 

ICBC 

STANDARD 

BANK PLC 

Nonferrous 

metal trade 
57,143.49   

The buyer shall make 

payment by wire 

transfer upon pricing,  

and the seller shall 

deliver the ownership 

license upon receipt 

of the payment 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. The 

controlling 

shareholder is 

Industrial and 

Commercial Bank 

of China Limited, 

an A-share listed 

company and a 

state-owned 

enterprise 

7 

CORPORACI

ON 

NACIONAL 

DEL COBRE 

DE CHILE 

Nonferrous 

metal trade 
55,132.16 255.03  

The buyer shall pay 

by wire transfer upon 
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parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

delivere

d 

10 MRI Group 
Nonferrous 

metal trade 
27,391.26  

The buyer shall pay 

by wire transfer upon 

receipt of the 

document, the seller 

shall deliver the 

ownership license 

upon receipt of the 

payment, and both 

parties shall 

complete the pricing 

and settlement within 

the pricing period 

agreed in the contract 

The risk 

shall be 

transferr

ed after 

the 

ownershi

p license 

is 

delivere

d 

No. The company 

is a global 

commodity trader 

and a subsidiary of 

CWT International 

Limited, a 

company listed in 

Hong Kong 

Total 696,488.62 255.03    

Note: Jiangxi Copper includes: Jiangxi Copper Loyal Sky Industrial Limited, JIANGXI 

COPPER HONG KONG CO., LIMITED, SURE SPREAD LIMITED, JIANGTONG 

INTERNATIONAL (SINGAPORE) PTE. LTD., etc.; China Ordins includes: China Ordins Group 

Co., Ltd., HONG KONG KINCO INTERNATIONAL DEVELOPMENT CO., LTD., Shanghai 

Sunband Investment Co., Ltd., Wanbao Mining Co., Ltd., etc.; MRI Group includes: MRI 

TRADING AG., MRI GROUP PTE. LTD. etc.; North Mining includes: North Mining Co., Ltd., 

NORIN MINING INTERNATIONAL TRADING (HONG KONG) LIMITED, etc.; CMOC 

includes: IXM (Shanghai) Enterprise Management Co., Ltd., IXM S.A., etc. 

In the last three years and the most recent period, the Company’s top ten 

suppliers in trade and other business are mainly suppliers in nonferrous metal trade, 

including Jiangxi Copper, China Ordins, Chalco and other state-owned enterprises 

and multinational companies. 

(II) Basis and rationality of the time and method of revenue recognition 

The Company’s trade and other business is mainly nonferrous metal trade and 

sales of other self-made products, and the main business 
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Item 
Time and method of 

revenue recognition 

Main provisions of 

the contract 
Description of rationality 

Nonferrous 

metal trade 

Revenue shall be 

recognized when the 

Company delivers the 

goods (or the ownership 

license for delivery of 

the goods) to the 

customer. The Company 

adopts the total sales 

method to recognize 

revenue from 

nonferrous metal trade 

The Company shall 

deliver the goods to 

the customer within 

the agreed time, the 

customer shall make 

the payment 

according to the 

contract, and both 

parties shall complete 

the pricing and 

settlement within the 

pricing period agreed 

in the contract。 

According to the contract, when 

the Company delivers the goods 

to the customer, the control of 

the goods shall have been 

transferred to the customer, so 

the revenue shall be recognized 

when the delivery is completed. 

The 
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before transferring them to the customer. Where the enterprise is able to control the 

goods before transferring them to the customer, the enterprise shall be the principal 

person in charge and shall recognize the revenue on the basis of the total 

consideration received or receivable; otherwise, the enterprise shall be an agent and 

shall recognize the revenue on the basis of the amount of the commission or service 

fee it is expected to be entitled to receive, which shall be the net amount of the total 

consideration received or receivable after deducting the price payable to other 

interested parties, or determined based on the amount or proportion of the commission 

established, etc. 

Circumstances in which an enterprise can control the goods before transferring 

them to the customer include the following: 

(1) The enterprise transfers them to the customer after obtaining the control of 

the goods or other assets from a third party; 

(2) The enterprise can lead a third party to provide services to the customer on 

behalf of the enterprise; 

(3) 
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commodity purchase and sale contracts with suppliers and customers respectively to 

stipulate the rights and obligations of both parties and the attribution of cargo risk 

liability, etc. After the Company obtained the control of the goods, it transferred them 

to the customers. As the Company was the principal person in charge, it meets the 

requirements of 
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– Revenues (2017 revision) – The enterprise transfers them to the customer after 

obtaining the control of the goods or other assets from a third party. Therefore, it is 

determined that the Company was the principal person in charge when engaged in 

relevant transaction, it meets the requirements of revenue recognition with total sales 

method, and the time and method of revenue recognition are reasonable. 

(III) Reasons for the change in the trade and other business income in an 

opposite direction to the change in the Company’s overall income and for the 

increase in proportion year by year during the reporting period 

1. Reasons for the change in the trade and other business income in an opposite 

direction to the change in the Company’s overall income during the reporting period 

Comparison between the Company’s operating income and trade and other 

business income in January to June 2024 and those in the same period of last year is 

as follows: 

Monetary Unit: Ten Thousand Yuan 

Item 
January to June 

2024 

January to June 

2023 

Proportion of 

change 

Operating income 3,005,031.46 3,334,553.75 -9.88% 

Including: cobalt products 221,819.03 231,905.43 -4.35% 

Copper products 295,955.69 251,987.27 17.45% 

Nickel products 540,405.07 313,200.61 72.54% 

Lithium products 165,093.51 65,921.56 150.44% 

T

313,20

3,334,553.7l 3,334,553.7l-59(R)] TJ

ET

Q

 EMC /Span < 65 re
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and increased, so that the proportion of income from nonferrous metal trade to 

operating income increased, and the proportion of trade and other business income to 

operating income increased accordingly. 

(IV) Opinions and conclusion of the annual audit accountant 

1. Verification procedures 

(1) Obtained the sales details of the Company’s trade and other business, 

interviewed the relevant person in charge of the business, and understood the main 

content and model of the business; 

(2)  Obtained the sales details and procurement details of the top ten customers 

and suppliers related to the Company’s trade and other business in the last three years 

and the most recent period, checked the main contracts signed by the Company with 

such customers and suppliers, and understood the main transaction content, the 

agreement on rights and obligations in the contract, and the attribution of risk liability, 

etc.; 

(3) Queried the industrial and commercial information of the top ten customers 

and suppliers in the last three years and the most recent period, and verified whether 

there is any association relationship between them and the Company; 

(4) Based on the business model and contract terms, determined the identity of 

the Company when engaged in relevant transactions, inquired the time and method of 

revenue recognition by comparable companies in the same industry, and analyzed the 

rationality of the time and method of revenue recognition; 

(5) Understood the reasons for the chang 
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Upon verification, the annual audit accountant believes that: 

(1) The time and method of the Company’s recognition of trade and other 

business income is reasonable, in line with the provisions of accounting standards for 

business enterprises; 

(2) The change in the Company’s trade and other business income was in an 

opposite direction to the change in the Company’s overall income mainly because the 

price and sales volume of electrolytic copper in the nonferrous metal trade both 

increased, resulting in an increase in the income from-4(e)4(a)4(se)-6( )-349(in )-351(the7ct
/F1 12 Tf

1 0 0 1 382.03 597.94 Tm

0 g

0 G

[(fe)7(rr)6(ous )-240(meta)4(l)] TJ

ET

e84.51 Tm

0 g

0 G

[(-4()] Te)47(rr)6(r)-6 )-240.67tal
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same industry, etc., explain whether the Company has potential debt risks, and if 

so, please give a full reminder and explain the countermeasures to be taken. 

Reply of the Company: 

I. In combination with the business development and business model, 

explain the reasons why the asset-liability ratio was obviously higher than the 

industry average and the rationality thereof 

(I) Business development and business model of the Company and analysis 

of the impact on the asset-liability ratio 

1. Business development of the Company 

The Company is mainly engaged in the R&D and production of products made 
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materials and ternary precursors, and rapidly expanded the scale of production and 

operation. 

2. Business model of the Company in new energy, new material and resource 

sectors 

After more than two decades of development and endeavors, the Company has 

completed the spatial layout of headquarter in Tongxiang, resource security outside 

the country, manufacturing base in China, and market in the world, and formed an 

industrial pattern of integrated and synergistic development of the three major 

businesses of resources, new materials, and new energy. Among them, the new energy 

business mainly focuses on the R&D, production, and sale of lithium-ion battery 

cathode materials, including ternary cathode materials and lithium-cobalt oxide 

materials; the new material business primarily includes the R&D, production, and sale 

of ternary precursor materials, nickel, cobalt and lithium new materials products; the 

resources business consists primarily of the extraction, selection, and primary 

processing of nonferrous metals such as nickel, cobalt, lithium and copper. 

The specific models of the three business sectors: new energy, new materials and 

resources are detailed in “I. Description of the industry in which the Company 

operates and its primary business during the reporting period”, “Section III 

Management Discussion and Analysis” of the “2024 Semi-Annual Report” disclosed 

by the Company. 

3. Impact of the Company’s industry, business layout and business model on 

asset-liability ratio 

(1) Broad market prospects brought by the rapid expansion of the 

downstream new energy vehicle market promote enterprises in the lithium-ion 

battery material industry to expand production and investment 

Under the background of “carbon peak, carbon neutral” strategy leading the 

development trend of “energy cleanliness and transportation electrification”, the rapid 

expansion of the downstream new energy vehicle market has driven the rapid growth 
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of market demand for the lithium-ion battery industry, providing a huge market space 

for the upstream lithium-ion battery material industry. In the growing market and a 

more competitive environment, production capacity has become one of the main 

driving forces for major companies in the industry to seize market share, and 

enterprises in the lithium-ion battery material industry have expanded production and 

investment to seize market opportunities and expand production and operation scale. 

As one of the leading enterprises in the lithium-ion battery material industry, in the 

process of rapid development of the industry, the Company greatly expanded its 

production to meet the needs of the downstream market, which is an important 

measure to comply with the development trend of the industry and strengthen the 

Company’s own competitiveness, and is conducive to driving the Company to further 

seize market share and enhance its core competitiveness. 

(2) The multi-link layout of the vertically integrated industry chain of the 

Company’s lithium-ion battery materials, multi-regional and multi-variety 

business models at home and abroad bring large-scale capital expenditure and 

new working capital needs, and multi-channel continuous financing leads to a 

high asset-liability ratio 

As mentioned above, the Company’s vertically integrated industry chain of 

lithium-ion battery materials involves many regions in China and abroad, as well as 

many links and a number of product types such as the development of cobalt, nickel 

and lithium mineral resources in the upstream, the smelting of metal materials such as 

cobalt, nickel, lithium and copper, the construction of ternary precursor and cathode 

material production lines, and mine investment, smelter, precursor and cathode 

material production line construction are typical heavy asset investments. The 

Company aims to build a business framework that encompasses overseas resource 

acquisition, international manufacturing and a global market presence, with the goal 

of establishing itself as a global leader in the new energy lithium-ion battery materials 

industry. It needs to raise funds through various channels to support the capacity 

expansion in the whole industry chain of lithium-ion battery materials, support the 
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construction of industry ecology, and then form leading advantages of large scale and 

low cost to consolidate its core competitiveness in the lithium-ion battery material 

industry. 

In the last two years and the most recent period, although the Company 

continued to carry out equity financing through non-public, convertible bonds, 

depositary receipt issuance and other ways, the business performance increased 

steadily (net profit attributable to the parent company in 2022, 2023 and January to 

June 2024 was RMB 3.91 billion, RMB 3.351 billion and RMB 1.671 billion 

respectively), and the net operating cash flow was positive inflow (the net operating 

cash flow in 2022, 2023 and January to June 2024 was RMB 2.914 billion, RMB 

3.486 billion and RMB 2.764 billion respectively), it was still difficult to meet the 

large-scale capital expenditure demand brought by the rapid expansion of capacity in 

multiple links of the vertically integrated industry chain at the same time and the 

increased demand for working capital after the substantial expansion of production 

capacity. Therefore, during the equity financing, the Company’s debt financing scale 

increased significantly, resulting in a relatively high level of the Company’s 

asset-liability ratio, but in a continuous downward trend on the whole. 

(II) Comparison between the asset-liability ratio of the Company and that of 

companies in the same industry 

In the last two years and the most recent period, the comparison between the 

asset-liability ratio of the Company and that of comparable companies in the same 

industry is as follows: 

Item 
S
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Item 
Short name of 

company 
June 30, 2024 December 31, 2023 December 31, 2022 

Average of 

comparable 

companies 

59.10% 57.52% 58.30% 

Asset-liability 

ratio of the 

Company 

Huayou Cobalt 64.71% 64.36% 70.45% 

Asset-liability ratio 

excluding the 

impact of 

convertible bonds 

59.55% 59.08% 64.73% 

Note: 1. Asset-liability ratio excluding the impact of convertible bonds = (total liabilities - 

balance of convertible bonds in bonds payable)/total assets; 2. the selected comparable companies 

are private listed companies related to the vertically integrated industry chain of lithium-ion 

battery materials; 3. at the end of September 2024, the Company’s asset-liability ratio was 

64.08%, and the asset-liability ratio excluding the impact of convertible bonds was 58.90%. 

As shown in the above table, the Company’s asset-liability ratio is higher than 

that of comparable companies in the same industry and the industry average. On the 

one hand, the Company focused on creating a kind of vertically integrated unique 

development model of lithium-ion battery material industry from the development of 

nickel, cobalt and lithium resources, green smelting and processing, production of 

ternary precursors and cathode materials to the recycling of resources, the 

capital-intensive characteristics were more significant than other listed companies in 

the same industry, and objectively not completely comparable with related listed 

companies in the same industry. On the other hand, as the Company was in the stage 

of rapid expansion of production capacity, through construction of the vertically 

integrated industry chain of lithium-ion battery materials, it gradually consolidated the 

industry leading advantages of low cost and large scale, and the multi-channel 

financing needs brought about by scale expansion resulted in a relatively high level of 

asset-liability ratio. 

Taking into account the future equity conversion arrangement for the publicly 

issued convertible bonds, if the impact of the balance of bonds payable due to the 

issuance of convertible bonds on the total liabilities is excluded, the Company’s 

asset-liability ratio at the end of 2023 and June 2024 should be 59.08% and 59.55% 



Announcement on the Reply to the Letter of Supervision of Information 

Disclosure under 2024 Semi-Annual Report of Zhejiang Huayou Cobalt Co., Ltd. 

 59 

respectively, roughly the same as the average level of 57.52% and 59.10% of 

comparable companies in the same industry. Therefore, the Company’s asset-liability 

ratio is relatively reasonable. 

II. I
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operating income also increased rapidly, with growth trend consistent. In 2023 and the 

first half of 2024, as the growth of the downstream new energy vehicle market slowed 

down and the market competition in the lithium-ion battery material industry further 

intensified, affected by the price fluctuations of nickel, cobalt, lithium and other 

metals, the market prices of the Company’s main products declined, and the growth of 

operating income and business performance slowed down. At the same time, the 

Company made timely adjustments to the pace of production expansion following the 

changing trend of the market, and the growth of liabilities also slowed down 

significantly, with change trend consistent. 

In addition, in the last two years and the most recent period, the Company’s debt 

scale is in line with the Company’s business development stage and growth trend and 

matches the overall growth of the Company’s total assets, and the asset-liability ratio 

is in line with the industry characteristics and shows a gradual downward trend. If the 
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(III) Reasons for and necessity of significant increase in the liability with 

interest after nearly RMB 12 billion was raised through the issuance of 

convertible bonds and depositary receipts 

1. Scale and structure of the Company’s liability with interest and liability 

without interest and changes thereof 

In the last two years and the most recent period, the scale and structure of the 

Company’s liability with interest and liability without interest and changes thereof are 

as follows: 

Monetary Unit: One Hundred Million Yuan 

Item June 30, 2024 
December 31, 

2023 

December 31, 

2022 

Liability with interest with a term less 

than 1 year 
385.91 345.75 337.82 

Liability with interest with a term more 

than 1 year 
326.90 310.76 234.07 
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demand for large-scale capital expenditure and new working capital brought about by 

capacity expansion. Therefore, the scale of debt financing by short-term borrowings, 

notes payable, long-term borrowings and financial lease loans increased rapidly, and 

accompanied by the rapid expansion of the business scale, the Company’s liability 

without interest also increased significantly at the end of 2022. 

At the end of 2023, the Company’s liability with interest increased by RMB 

8.462 billion compared with that at the end of 2022. The additional items were mainly 

long-term borrowings 
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order to meet the relevant new capital expenditures and the demand for working 

capital at home and abroad, the Company appropriately increased the scale of liability 

with interest, but cash and cash equivalents, fixed assets and other long-term assets 

increased simultaneously, and the liability without interest decreased. At the end of 

September 2024, the Company’s asset-liability ratio was 64.08%, further declined 

from the end of 2023. It showed a continuous downward trend at the end of the last 

two years and the most recent period. 

To sum up, the main reason for significant increase in the liability with interest 

after nearly RMB 12 billion was raised through the issuance of convertible bonds and 

depositary receipts is that all links of the vertically integrated industry chain of 

lithium-ion battery materials were typical heavy asset investments, with more 

significant capital-intensive characteristics, the demand for large-scale capital 

expenditure and new working capital brought about by rapid expansion of production 

capacity was huge, and it was difficult for the funds raised through issuance of 

convertible bonds and depositary receipts to meet the relevant capital needs, so it is 

still necessary to raise funds through various ways such as short-term borrowings, 

long-term borrowings and financial lease loans to make up the capital gap of equity 

financing, and gradually optimize the debt structure and reduce the scale of liability 

without interest. Therefore, the increase of relevant liability with interest is in line 

with the development trend of the industry and the business development needs of the 

Company, and is reasonable and necessary. 

III. In combination with the Company’s balance of cash and cash 

equivalents, scale of liability with interest, debt structure, short-term solvency, 

working capital need for daily operation, comparable companies in the same 

industry, etc., explain whether the Company has potential debt risks, and if so, 

please give a full reminder and explain the countermeasures to be taken 

(I) Balance and structure of the Company’s cash and cash equivalents 

At the end of the last two years and the most recent period, the balance and 
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structure of the Company’s cash and cash equivalents are as follows: 

Monetary Unit: Ten Thousand Yuan 

Item June 30, 2024 
December 31, 

2023 

December 31, 

2022 

Cash on hand 721.94 1,189.18 2,577.80 

Bank deposit 1,248,460.98 942,779.66 803,033.59 

Other cash and cash equivalents 651,084.55 582,023.26 737,966.16 

Total 1,900,267.48 1,525,992.11 1,543,577.55 
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The Company’s current ratio and quick ratio were lower than the average level of 

the same industry, but with the further intensification of competition in the lithium-ion 

battery material market, the Company has gradually reduced the asset-liability ratio 

and increased the quick ratio by reasonably controlling the scale of liabilities, 

optimizing the debt structure, improving the contribution of long-term assets, and 

accelerating the inventory turnover efficiency to reduce the inventory occupation 

amount, etc., and the Company’s business performance was stable on the whole. The 

net profit in the third quarter of 2024 was RMB 1.35 billion, an increase of 45.42% 

compared with that in the same period of 2023; the level of profitability improved, the 

net operating cash flow continued to be positive inflow, and the book cash and cash 

equivalents were relatively abundant to meet the working capital need for daily 

operation. Although the current ratio and quick ratio were slightly lower than those of 

comparable companies in the same industry, and there was a certain pressure on 

short-term debt repayment, there was no major debt default in the last two years and 

the most recent period. Therefore, there is no major debt default risk. 

2. Countermeasures to be taken by the Company to prevent debt default 

risk 

In order to effectively prevent the debt default risk, the Company plans to further 

strengthen relevant control in the future, and to take the following countermeasures: 

(1) According to the needs for operating funds, strictly formulate a reasonable, 

prudent and feasible budget plan of funds, arrange the use of funds in an orderly and 

overall manner, prevent the risk of mismatch in working capital and debt repayment 

cycle, and prevent the possible failure to repay due liability with interest and 

operating debts in time; 

(2) Further optimize the debt structure, maintain good communication channels 

with banks and other financial institutions, improve the comprehensive credit line, 

increase the scale of project special loans, increase the scale of long-term borrowings 

and financial lease loans with a term more than 1 year, and control the scale and 
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proportion of short-term debt financing with a term less than 1 year, so as to gradually 

increase the Company’s current ratio and quick ratio and reduce the Company’s 

pressure on short-term debt repayment; 

(3) In light of changes in market conditions and development trends of the 

industry, reasonably control the pace of production capacity expansion and the scale 

of long-term asset expenditure, prevent the scale of liabilities from growing too fast, 

and gradually reduce the Company’s asset-liability ratio; 

(4) Further strengthen the control of cost reduction and efficiency improvement, 

reasonably control expenses, strive to improve profitability and business performance, 

and timely collect payments from product sales in all links to maintain stable 

operating cash flow, gradually enhance the Company’s solvency and prevent debt 

default risk. 
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performance, industry trends, comparable companies in the same industry, etc., 

explain the reasons for and necessity of large-scale production expansion of the 

Company, whether there is a risk that new production capacity cannot be 

consumed in the future, and whether there is an impairment risk in the projects 

under construction and whether it is necessary to make provision for impairment 

losses; (4) in combination with the total budget of major projects under 

construction, the remaining capital needs, the Company’s debt situation and 

future fund-raising plans, explain whether the Company has sufficient funding 

sources and whether the relevant investment will have a significant adverse 

impact on the repayment of debt. The accountant is invited to comment on item 

(3). 

Reply of the Company: 

I. In combination with the expected completion time and actual progress of 

the “Comprehensive Cycle Project” and “Green Recycling Project”, explain 

whether the projects are progressing as expected; if not as expected, please 

explain the specific reasons and the measures taken or to be taken 

 (I) Originally planned project investment and actual investment 

In September to October, 2023, the Company held meetings of the Board of 

Directors, the Board of Supervisors, the shareholders and the bondholders, 

deliberating and approving the Proposal on Changing Some Projects Invested with 

Raised Funds through the Company’s Public Issuance of Convertible Corporate 

Bonds, and agreeing to invest the funds raised for the ternary cathode material project 

included in the originally invested “integration project for high-nickel ternary cathode 

materials for power batteries with an annual output of 50,000 tons and ternary 

precursor materials with an annual output of 100,000 tons” in the “battery-grade 

nickel sulfate project with an annual output of 50,000 tons of nickel metal”, the 

“green high-value comprehensive cycle construction project with an annual battery 

disposal of 15,000 tons” (the “Comprehensive Cycle Project”) and the “high-value 
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green recycling project with an annual disposal of 12,000 tons of black powder for 

batteries” (the “Green Recycling Project”). The total raised funds with the investment 

direction changed are raised funds proposed to be invested in the ternary cathode 

material project. 

The “Comprehensive Cycle Project” will be implemented by Nanjing Huayou 

Lithium Battery Recycling Technology Co., Ltd. (in preparation) at New Material 

Industrial Park, Binjiang Economic Development Zone, Jiangning District, Nanjing, 

Jiangsu. In the project, the battery electrodes, battery stacks and liquid injection cells 

will be recycled and disposed to mainly produce black powder for batteries, shot 

copper, aluminum ingots and other products. The project is expected to be 

implemented for 15 months, with a total investment of RMB 139.38 million, and the 

amount of raised funds to be used is RMB 95.83 million. 

The “Green Recycling Project” will be implemented by Quzhou Huayou Lithium 

Battery Recycling Technology Co., Ltd. (in preparation) at High-tech Park, Quzhou, 

Zhejiang. The main raw material to be used in the project is black powder for batteries. 

After the project is put into operation, the main products will be nickel sulfate, cobalt 

sulfate, lithium carbonate, manganese sulfate and other lithium-ion battery raw 

materials. The project is expected to be implemented for 26 months, with a total 

investment of RMB 631.61 million, and the amount of raised funds to be used is 

RMB 467.3569 million. 

As of the date of this announcement, the “Comprehensive Cycle Project” and 

“Green Recycling Project” have not been invested, and the unused raised funds totals 

RMB 563.1869 million. The raised funds are deposited in the special account for 

raised funds. 

 (II) Subsequent measures to be taken 

On October 18, 2024, the Company held the 23rd meeting of the sixth Board of 

Directors and the 14th meeting of the sixth Board of Supervisors, deliberating and 

approving the Proposal on Changing Some Projects Invested with Raised Funds 
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through the Public Issuance of Convertible Corporate Bonds, and agreeing to change 

the originally invested projects “Comprehensive Cycle Project” and “Green Recycling 

Project” to the “construction project of Guangxi Huayou New Materials Co., Ltd. to 

prepare high-purity electrolytic nickel with the raw material crude nickel-cobalt 

hydroxide” (the “High-purity Electrolytic Nickel Construction Project”), with a total 

investment of RMB 1,558.48 million, and the amount of raised funds to be used is 

RMB 563.1869 million, accounting for 7.41% of the total raised funds of “Huayou 

Convertible Bond”. 

For details of the “High-purity Electrolytic Nickel Construction Project”, please 

refer to the Announcement on Changing Some Projects Invested with Raised Funds 

(No.: 2024-096) disclosed by the Company on the designated information disclosure 

media and the website of Shanghai Stock Exchange on October 19, 2024. 

 (III) Special reasons for further change of investment project when the 

“Comprehensive Cycle Project” and “Green Recycling Project” are not 

promoted as expected 

While striving to create an industry chain with vertical integration of resources, 

new materials and new energy, the Company actively lays out recycling business and 

strives to create a kind of new energy lithium-ion battery industry ecology from the 

development of nickel, cobalt and lithium resources, green smelting and processing, 

production of ternary precursors and cathode materials to the recycling of resources. 

Therefore, it plans to implement the “Comprehensive Cycle Project” and “Green 

Recycling Project”, and gradually increase the investment in recycling sector. 

However, with the vigorous development of the new energy vehicle industry, 

continuous breakthroughs have been made in power battery technology, and energy 

density, safety and overall performance have been continuously improved, extending 

the service life and scrap cycle of batteries, and delaying the time of large-scale 

“decommissioning” of power batteries. In addition, the improvement of the battery 

yield makes the production of waste batteries continue to decrease. According to 
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China Society of Automotive Engineers, the total amount of decommissioned power 

batteries in 2023 was less than 600,000 tons; market data in the power lithium-ion 

battery recycling industry show that there are 156 whitelisted enterprises engaged in 

waste lithium-ion battery recycling, and the nominal production capacity has reached 

3.793 million tons/year, but the planned construction capacity is 9.875 million tons, so 

the existing number of waste batteries cannot meet the current built and planned 

battery recycling capacity demand. The supply and demand gap of waste batteries has 

led to the problem of insufficient supply of raw materials for the “Comprehensive 

Cycle Project” and “Green Recycling Project”. 

At the same time, the rapid upgrade of battery material technology has 

accelerated the iterative update of battery cycle green smelting technology. In 

cooperation with LG New Energy, a leading enterprise in the lithium-ion battery 

industry, the Company focuses on waste ternary batteries, electrode pretreatment 

projects and ternary black powder smelting in the “Comprehensive Cycle Project” and 

“Green Recycling Project”, aiming to improve the efficiency and environmental 

protection of battery recycling through advanced green smelting technology. Based on 

the rapid development of green smelting technology, the Company and its partner 

continue to explore more environmentally friendly, safe and low-cost new 

technologies to improve the efficiency and environmental protection of battery cycle 

smelting. As a result, the project construction progress is not as expected. 

To sum up, in order to further optimize the Company’s internal resource 

allocation and improve the efficiency of the use of raised funds, the Company has 

decided to invest its own funds in the “Comprehensive Cycle Project” and “Green 

Recycling Project”. In the future, the Company will timely promote the construction 

of the projects depending on the market development. It plans to use the relevant 

raised funds for the high-purity electrolytic nickel construction project with more 

mature conditions. 
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II. Make a supplementary disclosure of the names of the main or key 

investment projects, project location, construction time, project progress, and 

supplement the main products, including the capacity and capacity utilization of 

products such as ternary precursors, cathode materials, nickel and cobalt, etc. 

 (I) Names of the Company’s key investment projects, project location, 

construction time and project progress 

As of June 30, 2024, the Company’s important construction projects in progress 

are as shown in the table below: 

S/N Project name 
Project 

location 
Project progress 

Expected 

completion time 

1 

Integration project for 

high-nickel ternary cathode 

materials for power batteries 

with an annual output of 

50,000 tons and ternary 

precursor materials with an 

annual output of 100,000 tons 

Yulin, 

Guangxi 

The main plant has 

been converted into 

fixed assets, and the 

relevant production 

line is under 

installation and 

commissioning 

June 2025 

2 

Battery-grade nickel sulfate 

project with an annual output 

of 50,000 tons of nickel metal 

Indonesia Under construction March 2025 

3 

MHP project with an annual 

output of 120,000 tons of 

nickel metal 

Indonesia 

The main works 

have been put into 

production, and the 

remaining has not 

been converted into 

fixed assets 

The main works 

have been put into 

production, and the 

remaining has not 

been converted 

into fixed assets 

4 

Project with an annual output 

of 50,000 tons of 

battery-grade lithium salt 

Yulin, 

Guangxi 

Independent 

acceptance was 

completed in March 

2024 

The main works of 

lithium carbonate 

production line 

have been put into 

production, and the 

remaining has not 

been converted 

into fixed assets 
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 (II) Capacity and capacity utilization of main products such as cobalt 

products, nickel products, ternary precursors, cathode materials, etc. 

In terms of capacity utilization, in the last two years and the most recent period, 

the production capacity of the Company’s cobalt products waof 
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Company properly controlled the pace and scale of accepting some low-margin orders. 

Therefore, while the production capacity of related products further increased, the 

production and marketing scale did not increase in the same proportion, and the 

capacity utilization declined in stages. In the future, as the lithium-ion battery material 

market gradually improves, t
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ternary precursor materials to 334,000 tons, and it is predicted that the global 

shipment of ternary cathode materials and precursors will exceed 1.5 million tons in 

2025, with huge room for growth, which will also drive the demand for lithium, 

cobalt, nickel and other metal materials to increase significantly. In the context of the 

market environment and optimistic expectations for the future, companies in the 

industry successively launched multi-channel financing around 2019 and promoted 

capacity expansion to meet the grow 0 6ownstpreaan. 
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 (III) There is a low risk that new production capacity cannot be consumed, 

and there is no impairment risk in the projects under construction, so it is not 

necessary to make provision for impairment losses 

As of the end of June 2024, the book value of the Company’s projects under 

construction was RMB 11.893 billion, where the book value of the projects under 

construction related to ternary precursors and cathode materials was RMB 5.258 

billion, accounting for 44.21%, and the remaining was mainly upstream resource 

projects. The Company’s upstream resource projects have a high capacity utilization, 

and the products made in resource projects have obvious cost advantages, so there is a 

low risk that new production capacity cannot be consumed. In terms of the 

Company’s ternary precursor and cathode material projects, the capacity utilization 

declined in stages. In the future, as the lithium-ion battery material market gradually 

improves, the capacity utilization of the Company’s related products is expected to 

steadily increase. 

There is a low risk that new production capacity of the Company’s ternary 

precursors and cathode materials cannot be consumed, which is analyzed as follows: 

(1) The new energy lithium-ion battery industry still has long-term growth 

potential, which provides a broad consumption space for the Company’s 

large-scale production expansion in the early stage 

China’s car sales increased from 23.49 million in 2014 to 30.9 million in 2023, 

an increase of 6.6021 million in 10 years. New energy vehicles develop rapidly, 

production and sales volume continue to increase, and the penetration rate continues 

to increase. In 2023, the sales volume of new energy vehicles in China reached 9.4952 

million, an increase of 37.88% year-on-year, maintaining a rapid growth trend, and 

the overall penetration rate of new energy vehicles reached 31.55%, an increase of 6% 

over 2022. Among them, the penetration rate of new energy passenger vehicles 

reached 35.7%, an increase of 8.1% over 2021. In January to June 2024, the sales 

volume of new energy vehicles in China reached 4.944 million, an increase of 32% 
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year-on-year, and the penetration rate of new energy vehicles reached 35.2%, an 

increase of 3.6% over 2023. CAAM predicts that the sales volume of new energy 

passenger vehicles will reach 11.5 million in 2024, and the penetration rate of new 

energy vehicles is expected to continue to increase in the future. According to GGII, 

the penetration rate of new energy vehicles in China is expected to reach 44.8% by 

2025. 

The broad market prospect of new energy vehicles has brought huge business 

opportunities for the whole industry chain of lithium-ion battery materials. During the 

reporting period, the lithium-ion battery industry experienced a growth trend. 

According to GGII, the global power battery loading capacity in the first half of 2024 

was approximately 346.5GWh, representing a 15% year-on-year increase. However, 

due to its cost advantages, lithium iron phosphate (LFP) batteries gained market share, 

leading to a slight decline in the installation rate of ternary batteries, and a 

corresponding limited demand for ternary materials. According to GGII, shipments of 

lithium-
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whether the Company has potential debt risks, and if so, please give a full reminder 

and explain the countermeasures to be taken” in “Q2” of this announcement. 

 (II) Funds for major projects under construction 

Monetary Unit: Ten Thousand Yuan 

Project name Total budget 
Investmen

t required 

Funding 

source 

Does the 

construction 

progress 

match the 

plan 

Expected 

completion 

time 

Are there 

sufficient 

funding 

sources 

Battery-grade nickel sulfate 

project with an annual 

output of 50,000 tons of 

nickel metal 

144,072.00 25,018.03 

Raised funds 

and other 

sources 

Yes March 2025 Yes 

Integration project for 

high-nickel ternary cathode 

materials for power 

batteries with an annual 

output of 50,000 tons and 

ternary precursor materials 

with an annual output of 

100,000 tons 

561,777.00 96,521.00 

Raised funds, 

loans from 

financial 

institutions 

and other 

sources 

Yes June 2025 Yes 

MHP project with an 

annual output of 120,000 

tons of nickel metal 

1,380,852.44 72,176.22 

Loans from 

financial 

institutions 

and other 

sources 

Yes 

The main 
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Project name Total budget 
Investmen

t required 

Funding 

source 
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I. List the details of the inventory by product category, including name, 

quantity, amount, aging, etc., and in combination with the procurement and 

stock policy, comparable companies in the same industry, historical sales, orders 

in hand, etc., explain the reasons and rationality of the large inventory of the 

Company 

(I) Details of the inventory presented by product category 

At the end of June 2024, the details of the Company’s inventory listed by 

category are as follows: 

1. Raw materials 

Monetary Unit: Ten Thousand Yuan 

Item Amount 
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Item Amount Less than 1 year More than 1 year 

Copper products 5,589.15 5,580.93

Lithium products 9,687.58 9,683.52 4.06

Ternary precursors 31,047.08 26,215.89 4,831.19 

Cathode materials 26,284.40 25,529.77 754.63 

Others 5,126.53 5,126.53  

Subtotal 248,099.54 239,769.06 

T
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were mainly ternary precursors. It was because that some customers required the 

Company to delay delivery due to downstream demand adjustment. 

(II) Procurement and stock policy of the Company 

The Company created an integrated industry chain layout from the development 

of nickel, cobalt and lithium resources, green smelting and processing, production of 

ternary precursors and cathode materials to the recycling of resources. Please refer to 

“5. Prepayment II(I)” for the procurement model. The raw materials purchased by the 

Company were purchased according to the production plan, the ocean import time of 

raw materials such as cobalt, nickel and lithium ore was comprehensively considered, 

and the Company will adopt a flexible procurement and stock policy according to the 

market price trend. 

The Company has a long integrated industry chain. The production capacity has 

been expanded rapidly in recent years, the production scale expanded continuously, 

and the inventory expanded accordingly. The Company mainly imports raw materials 

such as cobalt, nickel and lithium ore required for production from Africa and 

Indonesia. The procurement usually lasts 2-3 months, which is relatively long. 

Therefore, in order to ensure stable and orderly production of products, a relatively 

large number of raw materials have been stored. 

(III) Comparable companies in the same industry 

At the end of 2022, 2023 and June 2024, the book balance of inventory of 
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Item 

June 30, 2024 December 31, 2023 December 31, 2022 

Book 

balance of 

inventory 

Proportio

n to 

current 

assets 

(%) 

Book 

balance of 

inventory 

Proportio

n to 

current 

assets (%) 

Book 

balance of 

inventory 

Proportio

n to 

current 

assets 

(%) 

Chengtun 

Mining 
779,495.75  40.99  699,382.46  38.86  677,843.49  41.74  

CNGR 849,536.83  26.84  805,478.56  26.88  972,530.54  29.84  

GEM 847,468.90  36.17  899,959.49  36.61  784,593.82  35.59  

Ronbay 

Technology 
158,255.06  10.55  163,700.94  10.89  331,772.19  19.38  

Average 953,624.06  27.37  1,034,758.79  28.88  1,003,386.26  30.56  

Huayou 

Cobalt 
1,445,265.26  28.85  1,613,608.55  32.84  1,826,845.69  36.85  

At the end of 2022, 2023 and June 2024, the proportion of the Company’s book 

balance of inventory to current assets was slightly higher than the average of 

comparable companies in the same industry, mainly because, affected by the 

successive operation of the new energy lithium-ion material industry chain integration, 

investment and expansion projects, the Company expanded its production scale, and 

the inventory expanded accordingly. 

(IV) Historical sales and inventory turnover 

In 2022, 2023 and January to June 2024, the Company’s sales and inventory 

turnover were as follows: 

Monetary Unit: Ten Thousand Yuan 

Item 
January to June 

2024 
2023 2022 

Operating income 3,005,031.46 6,630,404.75 6,303,378.55 

Operating cost 2,507,208.43 5,694,877.33 5,131,370.42 

Beginning inventory 1,576,340.13 1,769,202.27 903,495.70 

Ending inventory 1,421,335.82 1,576,340.13 1,769,202.27 

Inventory turnover 

(turnover/year) 
1.67 3.40 3.84 
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CHEMICAL CO., LTD signed framework long-term contracts with a term from 2023 

to 2025. 

6. Cathode materials 

The sales of the Company’s cathode materials are mostly under a framework 

long-term contract, which stipulates that the parties shall carry out strategic 

cooperation within a certain period of time. No specif81t
0 g

0 G

[( )] TJ

ET

Q

 EMC  /Span <</MCID 41/Lang (en-US)>> BDC q

0.000008871 0 595.32 8412na.92 re

W* n

BT

/F1 12 Tf

1 0 0 1 260.81 668.14 Tm

0 g

0 G

 -0.048 Tc[(ca)] TJ

4
0 g

0 G

[( )] TJ

ET

Qorom2 13/L1F1 12e

W* n

BT

/F1 12 Tf

1 0 0 1 323.59 621.34 Tm

0 g

0 G

[(sp)9(e)4(c)4(if81t
0 g

0 91 668.14 Tm

0 g

0 G

 -q

0.000008871 0 595.32 841.92 re

W* n

BT

/F1 12 Tf

1 0 0 1 376.87 644.74 Tm

0 g

230 g
0.92 rsp)9(e)4(c)4(if81t
0 gi8.145 12 TfgTf

1/F1 d0 1 26* n

BT
668.14 Tm

0 g

0 G

[(C)] TJ

ET

Q

4TJ

ET

Q

 EMC  /Span <</MCID 35/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 r.39 49.597
1 0 0 1 90.024 730.0 0 1 184.25 644.74 Tm

0 g

0 G

[(, )-449(wh)-7(i43(les)-8( )-169(of)-6( )-169(the )] TJ

ET

Q

 EMC  /Span <</MCID 16/Lang (en-US)>> B28

1 597
1 0 0 1 90.024 730.,.14 Tm

0 g

0 G

[(C)] TJ

ET

Q

4ti)-3(on )-49(withi)-3(n )-49(a)4( )-49(c)4(e)4(rt)-8(a)4(in )-51(pe)4(riod )-48(of )134

1 597
1 0 0 1 90.024 730.1.92 r2 Tf668.business i1.92Tf
 841.92 r 0 1 i92 rd o12 T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

4 EMC  /Span <</MCID 38/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
70.53 597
1 0 0 1 90.024 73 1 271.37 66acc.34 Tm

0 g

0 G

[( )] TJ

ET

Q

 EMC  /Span <</MCID 39/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
292 12 597
1 0 0 1 90.024 730.rdi34 Tm

0 g

0 G

[( )] TJ

ET

Q

 EMC  /Span <</MCID 40/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/F183 597
1 0 0 1 90.024 73[( /S30.5668.668.0 1 2rkf

12 T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

5EMC  /Span <</MCID 41/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

87)9(e597
1 0 0 1 90.024 730.0 0 1 di780.6ion, andT4 Tm

0 g

0 G

[(C)] TJ

ET

Q

51t
0 g

0 G

[( )] TJ

ET

Q

 EMC  /Span <</MCID 41/Lang (en-US)>> BDC q

0.00000887456.2 597
1 0 0 1 90.024 730. T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

5[( )] TJ

ET

Qorom2 13/L1F1 12e

W* n

BT

/F1 12 Tf

1 0 0 1 323.59 621.34 Tm

0 g

59.2 597
1 0 0 1 90.024 730.668.a80.6 644.ual T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

500008871 0 595.32 841.92 re

W* n

BT

/F1 12 Tf

1 0 0 1 376.87 644.74 Tm

0 g

230 .39 49.574 12  0 1 90.024 730.1.81 668.14278F1 12 Tf

1 0 27260ubj.92Tf/F1 12 Tt Tf

1730.5f

173h 668.14621.3 27260p7 6412 Tf

1  319.51726or0.6 Tm

0 )63
[( 919.5189(I)13505.919.51726202T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

5TJ

ET

Q

 EMC  /Span <</MCID 35/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re
0.43.574 12  0 1 90.024 730.39.51726 1 2nd9.51726202494 Tm

0 g

0 G

[( )] TJ

ET

Q

 5EMC  /Span <</MCID 6/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/F0 58.574 12  0 1 90.024 730. T4 Tm

0 g

0 G

[(C)] TJ

ET

Q

5-29(te)-7(rm )-38(fr)6(om )] TJ

ET

Q

 EMC  /Span <</MCID 7/Lang (en-US)>> BDC q

0.09
1 0574 12  0 1 90.024 730.668.14 Tm

0 g

0 G

[(C)] TJ

ET

Q

5
 EMC  /Span <</MCID 8/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
20
1 0574 12  0 1 90.024 730..14 Tm

0 g

0 G

[(ompa)-7(ny)] TJ5EMC  /Span <</MCID 39/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
428
98.574 12  0 1 90.024 730.omp 668. 1 2ny.3 27260e

W* n4 Tm

0 g

0 G

[(ompa)-7(ny)] TJ5
 EMC  /Span <</MCID 10/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/F1 551.12  0 1 90.024 730.3 75312 Tf

1 0 5.91rk 644.74 Tm

0 g

0 G

[(-)] TJ

ET

Q

64(ontra)5(c)4(t)] TJ

ET

Q

 EMC  /Span <</MCID 31/Lang (en-US)>> BDC q

0.000008871 66 n

551.12  0 1 90.024 730..74 Tm

0 g

0 G

[(ter)5(m )-451(c6EMC  /Span <</MCID 2/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/FF1 12551.12  0 1 90.024 730.
/F1 12 c 841. 184.25 644.74 Tm

0 g

0 G

[(, )-449(wh)-7(i6EMC  /Span <</MCID 33/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

34

12551.12  0 1 90.024 730..14 Tm

0 g

0 G

[( )] TJ

ET

Q

6s )-450(that )-449(the)12( )-449(pa)4(rtie)3(s )] TJ

ET

Q

 EMC  /Span <</MCID 34/Lan9.212551.12  0 1 90.024 730.94 Tm

0 g

0 G

[(with )-41(a)4( )-EMC  /Span <</MCID 15/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

42.212551.12  0 1 90.024 730.
W* n
 Tm

0 g

0 G

[(with )-41(a)4( )-EMC  /Span <</MCID 6/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

266 5

551.12  0 1 90.024 730.00887numb/F1 1  5.910 1 6 66a753di /Sbat
/F1 1y 0 595t 668.14
0 pr
1 0 e92 r.14 Tm

0 g

0 G

[( )] TJ

ET

Q

6
Q

 EMC  /Span <</MCID 27/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n
54.12551.12  0 1 90.024 730..54 Tm

0 g

0 G

[( )] TJ

ET

Q

6
 EMC  /Span <</MCID 8/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
57.12551.12  0 1 90.024 730.n
 Tm

0 g

0 G

[(with )-41(a)4( )-EMC  /Span <</MCID 39/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT
BDC q

5/F1 2  0 1 90.024 730.71.34 Tm

0 g

0 G

[(N)] TJ

ET

Q

6EMC  /Span <</MCID 30/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

 595.35/F1 2  0 1 90.024 730.Ni 644k14
0l BDC q

/F1 12edi 1 90..14 Tm

0 g

0 G

[( )] TJ

ET

Q

7J

ET

Q

 EMC  /Span <</MCID 21/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re
250 1 5/F1 2  0 1 90.024 730.4 Tm

0 g

0 G

[(2023)] TJ

ET

Q

EMC  /Span <</MCID 2/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/DC q

488.72  0 1 90.024 730.1.92 re

2726nick14 )-2(f

17in71 0 595.3m92 rdi2 846218.14280(produ 6412 TG

 -0.048 Tc[(ca)] TJ

4
0 g

0 G
7EMC  /Span <</MCID 33/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

2 re3
488.72  0 1 90.024 730.d9.51726* n



173hen



7(I)1350d 5.91n841.9ian.14278FTf

1sour841.12 TG

 -0.048 Tc[(ca)] TJ

4
0 g

0 G
700008871 0 595.32 841.92 re

W* n

BT

/F1 12 Tf

1 0 0 1 376.87 644.74 Tm

0 g

230 g
2
1 0488.72  0 1 90.024 730.4 Tm

0 g

0 G

[(2023)] TJ

ET

Q

a)4( )] TJ

ET

Q

 EMC  /Span <</MCID 25/Lang (en-US)>> BDC q

0.000008871 0 595.32 8n9.3
488.72  0 1 90.024 730. e92

0.00tor Tm

0 g

0 G

[(2023)] TJ

ET

Q

-449(o)-9(ut )-451(stra)4(tegic)-5( )] TJ

ET

Q

 EMC  /Span <</MCID 36/Lang (en-US)>6 BDC 488.72  0 1 90.024 730.4 Tm

0 g

0 G

[(2023)] TJ

ET

Q


Q

 EMC  /Span <</MCID 27/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n
74 46 488.72  0 1 90.024 730. 0 1 276.668.14 Tm

0 g

0 G

[(C)] TJ

ET

Q

7
 EMC  /Span <</MCID 8/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BTT

/F1 46ti)-32 re

W* n

BT

/F1 147.7ny.3 1271.92 rf

1 0 029f

15.91595.3w0 59rit
/n 0 028(by 0 029f3hen

12711 400 1 f

1hol1 12 Tr.14 Tm

0 g

0 G

[( )] TJ

ET

Q

7EMC  /Span <</MCID 39/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

22W* n46ti)-32 re

W* n

BT

.n

139(T14 Tm

0 g

0 G

[( )] TJ

ET

Q

7EMC  /Span <</MCID 40/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

37W* n46ti)-32 re

W* n

BT

h
1 0 0 178.25 7547.7ny.3 1271se07.98 644sn

130f3hen

137(produ 6412 Ttsn

132730.54 Tm

0 g

0 G

[(2025.)] TJ

ET
8C)-2(A)-7(L)41( )-29(C)-2(O.,)] TJ

ET

Q

 EMC  /Span <</MCID 1/Lang (en-US)>> BDC q

0.0004C  /2  0 1 90.024 730.668.1-107 1 407.r.6 Tm

0hol1 F1 1sn

12 ren 668..1-1026 1 24 621c1 0 5.91rdCID n12 TG
621.3 1026
W* n

168.66812 Tf

1026propo07.r.75 90.9n.1-1026 1 2gr.6 Tm

0/F1 d0 11026upo05.919.51026* n

168.66812 Tf

1026u5.91nd595.3w059riti /TJ

ET4 Tm

0 g

0 G

[(2025.)] TJ

ET
8EMC  /Span <</MCID 2/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT



0.000418 12  0 1 90.024 730.2 TfgTf

1/F1 m 668.14
0nt.54 Tm

0 g

0 G

[( )] TJ

ET

Q

8EMC  /Span <</MCID 33/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.920p]/T

W* n

BT

/42
1 0418 12  0 1 90.024 730.ET4 Tm

0 g

0 G

[(2025.)] TJ

ET
8a)4(ter)5(ials)] TJ

ET

Q

 EMC  /Span <</MCID 14/Lang (en-US)>> BDC q

0.000008871 046.660418 12  0 1 90.024 730.Af059
/F1 1ET4 Tm

0 g

0 G

[(2025.)] TJ

ET
8a)4( )] TJ

ET

Q

 EMC  /Span <</MCID 25/Lang (en-US)>> BDC q

0.000008871 0 595.32 176.330418 12  0 1 90.024 730.p5.91roductt7/Lang (en119(by 0 019f3hen

117.25 7547.7nyT4 Tm

0 g

0 G

[(2025.)] TJ

ET
8EMC  /Span <</MCID 6/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

/DC 470418 12  0 1 90.024 730., 0 019fit)61ET4 Tm

0 g

0 G

[(2025.)] TJ

ET
8-29(te)-7(rm )-38(fr)6(om )] TJ

ET

Q

 EMC  /Span <</MCID 7/Lang (en-US)>> BDC q

0.
2
150418 12  0 1 90.024 730.se07.9T4 Tm

0 g

0 G

[(2025.)] TJ

ET
8
 EMC  /Span <</MCID 8/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT346.270418 12  0 1 90.024 73 
0.0007 668.14 Tm

0 g

0 G

[( )] TJ

ET

Q

8EMC  /Span <</MCID 39/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

54.110418 12  0 1 90.024 730.ET4 Tm

0 g

0 G

[(2025.)] TJ

ET
8EMC  /Span <</MCID 40/Lang (en-US)>> BDC q

0.000008871 0 595.32 841.92 re

W* n

BT

5/F1 1418 12  0 1 90.024 730.30.56621 1 407.rf

1hol1 F1 1sn

12 ren 668..1-1126 1 24 41c1 0 5.91rdCID n12-5TG
621.3 Tm

0 g

0 G

[(to )] TJ

ET

Q

C)-2(A)-7(L)41( )-29(C)-2(O.,)] TJ

ET

Q

 EMC  /Span <</MCID 1/Lang (en-US)>> BDC q

0.000.00009  0 1 90.024 730.
W* n71 0 h
1 0 2 TfgTf

1/F1 d0p5.91ropor
1 Q

q

0.091n,.14 Tm

0 g

0 G

[(C)] TJ

ET

Q

9materials

C



Announcement on the Reply to the Letter of Supervision of Information 

Disclosure under 2024 Semi-Annual Report of Zhejiang Huayou Cobalt Co., Ltd. 

 98 

II. In combination with the cost and price changes of raw materials, explain 

the process of calculating the provision for raw material depreciation, and in 

combination with the Company’s inventory composition, downstream demand, 

impairment test procedures, etc., explain the reasons and rationality of the 

decline in the proportion of provision for inventory depreciation, and whether 
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led to a sharp fall in cobalt price. 

2. LME nickel price 

LME nickel price surged in March 2022 due to factors such as corner events. 

Later, under the influence of factors such as slowing global economic growth and 

increasing nickel supply from Indonesia, nickel price fell sharply on the whole. 

3. LME copper price 

In 2022, affected by the global economic and market environment, LME copper 

price experienced a rapid rise and then bottomed out. In 2023, the price fluctuated 

within a narrow range. In the first half of 2024, affected by the Federal Reserve’s 

interest rate cut, the development of emerging industries such as wind power, etc., the 

demand for copper continued to grow, while copper production in many countries 

around the world was lower than expected, and the change in the supply and demand 

pattern led to a sharp short-term rise in copper price. 

4. Price of lithium carbonate 

In 2022, with the growth of new energy vehicle and energy storage markets, the 

demand for lithium-ion batteries was strong, and the price of lithium carbonate 

continued to rise. Since 2023, the increase in industry supply and the slowdown in the 

growth of new energy vehicles have led to a decline in demand, and the change in the 

supply and demand structure has led to a sharp decline in the price of lithium 

carbonate on the whole. 

(II) Process of provision for inventory depreciation 

At the end of June 2024, the process of the Company’s provision for inventory 

depreciation is as follows:
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From 2022 to June 2024, the downstream demand and market price changes of 

cobalt, nickel, copper and lithium carbonate are detailed as explained in “4. Inventory 

(II)1”. At the end of 2023 and June 2024, the Company’s provision for inventory 

depreciation was mainly formed from the ternary precursors, cathode material products 

and the raw materials thereof. In 2023, the cobalt price still showed a downward trend on 

the whole, the nickel price continued to fall, the lithium price fell sharply on the whole, 

and affected by the decline in base metal prices and the market supply and demand 

relationship, the prices of ternary precursors and cathode materials fell sharply on the 

whole; in January to June 2024, the price change of nickel, cobalt and lithium metal was 

small, and the price change of ternary precursors and cathode materials was small on the 

whole, so the proportion of the Company’s provision for inventory depreciation declined 

at the end of June 2024 compared with that at the end of 2023. Affected by the change in 

the range of metal price change in 2023 and January to June 2024, the proportion of 

provision for raw material depreciation at the end of June 2024 declined compared with 

that at the end of 2023. 
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III. Opinions and conclusion of the annual audit accountant 

(I) Verification procedures 

1. Understood the Company’s internal control system related to inventory, evaluated 

whether its design is effective, and tested the operational effectiveness of relevant internal 

control; 

2. Obtained the Company’s inventory balance list and aging statistics table at the end 

of each period, and analyzed the reasons and rationality of the Company’s large inventory 

in combination with the Company’
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5. Prepayment. At the end of 2021, 2022, 2023 and June 2024, the Company’s 

prepayment balance was RMB 1.05 billion, RMB 1.635 billion, RMB 1.811 billion 

and RMB 2.339 billion respectively, increasing year by year, and the ending balance 

of prepayment to the top five suppliers accounted for 48.06%. Among them, the 

balance with aging of less than 1 year, 1-2 years, 2-3 years and more than 3 years 

was RMB 2.154 billion, RMB 146 million, RMB 6 million and RMB 34 million 

respectively. 

The Company is required to: (1) make a supplementary disclosure of the details 

of the top five suppliers, including but not limited to name, association relationship, 

transaction content, transaction amount, aging, proportion of prepayment, and 

related assets or service delivery period, etc.; (2) in combination with the 

procurement model, procurement objects and contents, funding arrangements, 

comparable companies in the same industry, etc., explain the reasons for the growth 

of prepayment for many years, and explain whether the prepayment actually flows 

to related parties. The accountant is invited to give opinions. 

Reply of the Company: 

I. Make a supplementary disclosure of the details of the top five suppliers, 

including but not limited to name, association relationship, transaction content, 

transaction amount, 
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II. In combination with the procurement model, procurement objects and 

contents, funding arrangements, comparable companies in the same industry, etc., 

explain the reasons for the growth of prepayment for many years, and explain 

whether the prepayment actually flows to related parties 

 (I) Procurement model, procurement objects and contents, and funding 

arrangements 

For the procurement of mineral materials, the Company mainly adopted a 

combination of three methods: self-owned mines in Africa, local procurement in Africa 

and Indonesia (mining companies and middlemen), and procurement from international 

mining companies or large traders. 

Among them, subsidiaries CDM Company and MIKAS Company purchased mineral 

materials from local mining enterprises and middlemen in D.R. Congo, and generally 

adopted the method of procurement under a short-term order according to the situation, 

while the subsidiaries such as Indonesia Huayue and Indonesia Huafei purchased from 

local mining enterprises and middlemen in Indonesia, and adopted the method of 

procurement under a long-term order to lock the mine supply or directly purchase from 

local mining enterprises. The Company and international mining companies or large 

traders generally adopted the method of procurement under a long-term order, in which 

the annual purchase quantity and price determination method are agreed, with delivery 

completed at the destination port or bonded warehouse. After years of operation, the 

Company has formed a relatively mature and stable procurement network, and the supply 

of main raw materials can guarantee its normal production and operation. The 

procurement price of purchased mineral materials is generally based on the weight and 

grade of cobalt, nickel and copper in raw materials, and linked to the metal trading price 

in the international market. 

The raw materials such as cobalt sulfate and nickel sulfate required for the 

Company’s ternary precursors are partly supplied through the Company’s own cobalt and 

nickel smelting, and partly purchased from outside. The raw materials such as ternary 

precursors and lithium carbonate required for ternary cathode materials are partly 

supplied through the Company’s own production and partly purchased from outside. 
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Other raw and auxiliary materials required for the production of ternary precursors and 

cathode materials are purchased from suppliers at market prices. 

(II) Comparable companies in the same industry 

At the end of 2021, 2022, 2023 and June 2024, the comparison between the 

prepayment and total assets of the Company and those of comparable companies in the 

same industry is as follows: 

Monetary Unit: Ten Thousand Yuan 

Company 

name 
Item June 30, 2024 

December 31, 

2023 

December 31, 

2022 

December 31, 

2021 
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materials and ensure the stable supply of raw materials at the resource end, the Company 

often adopts the prepayment method to lock the procurement price and supply of raw 

materials in advance, which is in line with industry practices. In recent years, the 

Company has further expanded its layout in the vertically integrated capacity 

construction of new energy lithium-ion battery materials, the scale of operation has 

continued to expand, and the demand for raw materials has increased, so the Company’s 

prepayment has grown for many years. The Company’s prepayment is related to its 

production and operation, and there is no actual flow to related parties. 

III. Opinions and conclusion of the annual audit accountant 

1. Verification procedures 

(1) Obtained a detailed account of the Company’s prepayments, understood details 

of the top five suppliers, checked the procurement contracts related to the top five 

suppliers, and verified whether the payments were paid according to the contracts and the 

arrival of goods after the period; 

(2) Interviewed the person in charge of the Company’s procurement, understood the 

Company’s main procurement model
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flow to related parties. 

It is hereby announced the above. 

 

 

Board of Directors of Zhejiang Huayou Cobalt Co., Ltd. 

November 8, 2024 


