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BREE

FINANCIAL SUMMARY BEREE
2008 2009 2010
“ZEENF “EENF 2=

(RMB milion) ~ (RMB milion)  (RMB million)
(AREBERL) (AREEET) (AREBER)

Revenue WA 19,388 20,589 30,136
Gross Profit EF 517 2,006 2,055
EBITDA' MBAED - FRFRA -
e KB HATER 754 2,263 2,647

Profit before income tax BRSBTS A 114 1,314 1,613
Profit for the year FE G 43 972 1,185
Profit attributable to equity holders of RArEwFEE AEG RN

the Company 44 884 1,063
Basic earnings per Share (RMB) BRERNRE(ARET) 0.02 0.30 0.36
Net Assets FEEE 6,490 7,461 8,520
Total Assets REE 14,136 15,189 20,742
Net Assets value per Share BRFEEB(RIEE

(excluding non-controlling interests) il ERER) 2.14 245 2.75

1 The Company defines EBITDA as profit for the year before finance 1 ARARIEHIBRATSH - BIRFERA ~ 7

costs-net, amortisation of intangible assets, amortisation of E R EIE M A E R ARNRIM G

leasehold land and land use rights, income tax expenses and BRA - EREEEN  HETH R

depreciation. FRAEENE  EHERRITER F

S5 o
Revenue Profit Attributable to
WA Equity Holders of the Company
AR REREZFE AELRR
RMB million RMB million
ARBEET AREBETT
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SELLING PRICE AND GROSS PROFIT/(LOSS) PER TONNE

Selling Price per Tonne EuEtHEE

Gross Profit/(Loss) per Tonne BWEHN,(FEH)
H-section steel products H 7Y 3§ 2 G
Strips and strip products A5 N S AR EE o
Billets SR
Cold rolled sheets and RBLR R SE AR

galvanised sheets
Combined o)

Selling Price per Tonne

BHHEE
RMB
AR¥ETT
5,000 - C o T oo oo oo osoooooooo oo
4,273
AQEY ~ == -~ @////// fffffffffffffffff A3
N 2,962 M
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) ) )
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2008 2009 2010
—EEN\F —ETNF —T—TF

BHWEEERER(EH)

2008 2009 2010
ZETN\F —TENF —T-TF
(RMB) (RMB) (RMB)
(AR¥T) (AR¥T) (AR®T)
4,273 2,962 3,493
252 285 265
99 342 255
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SALES VOLUME BY PRODUCTS

H-section steel products

Strips and strip products

Billets

Cold rolled sheets and
galvanised sheets

Combined
22.2%
2008
AT —mEAf

27.0%

B RS

REGEERES 2HE
2008 2009 2010
ZETN\F ZETNEF —T-TF
('000 ('000 (000
tonnes) tonnes) tonnes)
(Fmg) (Fmg) (Fma)
H 7 i 2 o 1,225 2,460 2,595
A5 K A S ke EE 2,061 2,861 3,580
SR 1,007 1,341 2,001
RELIR K 3% R
241 286 452
ZE 4,534 6,948 8,628
Sales Volume by Products
RERERISZHE
45.5% 19.3% 41.2% 232%
/ / }’ 41.5%
5.2% \ 7
4.1%
\
2009 2010
“EBAF —EBF

30.1%

35.4%~

[ ] H-section steel products H %! 8 2 &

| ] strips and strip products % i % % $0 %8 2= &

[ Billets 3%

| ] Cold rolled sheets and galvanised sheets /% L 4R % §¥ 8% 1}
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BOARD OF DIRECTORS

Executive Directors
Mr. Han Jingyuan
(Chairman and Chief Executive Officer)
Mr. Zhu Jun
(Executive Deputy General Manager and Chief Operating Officer)
Mr. Liu Lei (Deputy General Manager)
Mr. Shen Xiaoling
(Deputy General Manager and Chief Financial Officer)
Mr. Zhu Hao
Mr. Muktesh Mukherjee (Deputy General Manager)

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Jean-Paul Georges Schuler
(resigned on 24 February 2011)

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

COMPOSITION OF BOARD COMMITTEE

AUDIT COMMITTEE

Mr. Wong Man Chung, Francis (Chairman)
Mr. Gao Qingju

Mr. Yu Tung Ho

REMUNERATION COMMITTEE
Mr. Han Jingyuan (Chairman)

Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

AUTHORISED REPRESENTATIVE

Mr. Liu Lei (resigned on 14 January 2071)
Mr. Zhu Hao (appointed on 14 January 2011)
Mr. Au Yeung Siu Kei

COMPANY SECRETARY
Mr. Au Yeung Siu Kei
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BUSINESS REVIEW (continued)

With the production assets acquired from Tangshan Fengrun Qu
Hengfeng Iron and Steel Company Limited and the production
facilities leased from Qianxi County Jinxi Wan Tong Ductile Iron Pipe
Co., Ltd. in the prior year, the Group’s current overall production
capacity of crude steel reaches 11 million tonnes per annum.

During the year of 2010, Hebei Jinxi Iron and Steel Group Zhengda
Iron and Steel Co., Ltd. (“Zhengda Iron and Steel”) solidified its
market position through adjusting its high value added product mix
as well as strengthening the before and after sales service. The
Group worked on upgrading the production facilities of Zhengda
Iron and Steel with the target to reduce energy consumption and
emission during the year of 2010. The Group also planned to raise
the electricity self-sufficiency rate of Zhengda Iron and Steel and to
further raise its power generation capacity. This will be beneficial to
lifting the operating efficiency of Zhengda Iron and Steel in the future.
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BUSINESS REVIEW (continued)

Foshan Jin Xi Jin Lan Cold Rolled Sheet Co., Ltd. (“Jinxi Jinlan”)
proactively enhanced its overall product quality, broadened its
product variety and market share during the year of 2010. Jinxi
Jinlan also improved its management and enhanced its operational
efficiency, which resulted in a resumption of profitability in 2010. Jinxi
Jinlan’s overall sales volume for the year reached 452,000 tonnes.
During the year of 2010, Jinxi Jinlan continued to focus on research
and development in order to produce value added premium steel
products that have wide applications in the home appliance markets.
These products will help Jinxi Jinlan further enhance its presence in
the Pearl River Delta Region and ensure economic benefits.

During the first half of 2010, the Group purchased a piece of land
located in Tangshan city, Hebei Province, the PRC, as a property
development project. The project, named “Donghu Bay”, has a
gross floor area of 310,000 sgq m. The Group began phase one
construction of the project with construction area at commencement
of 114,000 sq m during the year of 2010. The sales centre of the
project was completed during the year of 2010 and was ready to
carry out pre-sales activities.

In the second half of 2010, the Group acquired 10% equity
interests in Tangshan Caofeidian Mining Port Limited. The
acquisition will provide a logistics channel for the importation of
iron ore to and transportation of the Group, which will reduce the
Group’s transportation and depot costs and further enhance its
competitiveness in China’s iron and steel market.

During the year of 2010, the Group actively explored new
businesses to broaden its source of revenue, including the potential
development of a scrap recycling business and vertical integration
in iron and steel production. The proposed scrap recycling
business will create substantial synergistic benefits for the Group.
At present, large-scale scrap recycling business in China are still
at an initial stage of development due to the lack of availability of
automotive grade scrap on a major commercial scale. In line with
the environmental policies promoted by the State, the relevant
business will enable the Group to broaden its scope of business and
diversify its existing product portfolio while meeting all environmental
compliance standards.

12 China Oriental Group Company Limited H 5 5 7 £ [l 7% it 45 B A 7]
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STRENGTHEN STRATEGIC COOPERATION WITH
ARCELORMITTAL

Since ArcelorMittal, the world’s largest steelmaker and a major
multinational conglomerate, became the Group's strategic
shareholder, it has continued to render support to the Group with
respect to production technology and professional management.

Apart from participating in major decision making and formulating
strategic direction for the Company at board meetings and
management committee meetings, representatives of ArcelorMittal
also helped the Group in strengthening investor relations and
enhancing communication with multinational institutional investors,
thereby further boosting the capital market’s confidence in the
Company.

During the year of 2010, technicians from ArcelorMittal visited the
Group’s production facilities on a regular basis to offer professional
advice and technical support regarding production management and
quality enhancement of the Group’s products.
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BUSINESS OPERATION EERBR

Sales Volume HES

In 2010, the Group’s total sales volume was 8,628,000 tonnes —E-EFAREEBIEEER8,628,000
(2009: 6,948,000 tonnes), representing an increase of approximately WE( —ZEZTNE : 6,948,000HF) » EF+4Y
24.2%. 24.2% °

The Group’s sales volume breakdown during the year was as NEBREBAEEHEESWOT -
follows:

2010 2009
—E-ZF “ETNE
Changes in
Sales volume Sales volume Sales volume
HEER HESE HEEZ(
('000 tonnes) (000 tonnes)
(FH) (Fig)
H-section steel products HAVE & 2,595 30.1% 2,460 35.4% 5.5%
Strips and strip products i &SR E 3,580 41.5% 2,861 41.2% 25.1%
Billets #E 2,001 23.2% 1,341 19.3% 49.2%
Cold rolled sheets and RERRSEFAR
galvanised sheets 452 5.2% 286 4.1% 58.0%
Total G 8,628 100% 6,948 100.0% 24.2%

During the year of 2010, the Group’s production capacity steadily RZZ—ZFFEAN - AEBERBAI
increased to 11 million tonnes per annum through leveraging internal ZENMINDHEEERE  RFEER
potential and leasing production facilities from external parties in FRAZE1,100EM © LUmETIHEER
order to cater to the market’s growing demand for its products. B EFEREK o
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BUSINESS OPERATION (continued)

Revenue

Revenues of the Group in 2010 was RMB 30,136 million (2009: RMB
20,589 million), representing an increase of approximately 46.4%.

The Group’s sales breakdown and average selling price by product
(excluding value added tax) during the year were as follows:

2010
—B-BF
Average
selling
Revenue price
¥4
HER HEEE

EEBRE

TN

HE

EH

T EEAEBAHEEREAARE
301.36 BL(ZZEZNEF : AR¥205.89
BIT) » HR446.4% °

AEEBRERFEHERR TS EED
ZFHERFEEBWT ¢

2009 Changes
“ETNF 414
Average Average
selling selling
Revenue price Revenue price
4 4

HER  HEEE HER  HEEE

(RMB million) (RMB/tonne) (RMB million) (RMB/tonne)

(AR® (AR¥1z/

(AE% (AR%T/

BET) ) BET) M)

H-section steel products HAYSHZE 9,100 3,507 7,405 3,011 22.9% 16.5%
Strips and strip products ol A AR E T 12,385 3,459 8,406 2,938 47.3% 17.7%
Billets S 6,604 3,301 3,624 2,703 82.2% 22.1%
Cold rolled sheets and IRBLIR R SEEEAR

galvanised sheets 2,047 4,521 1,142 3,990 79.2% 13.3%
Others Hiy - - 12 - (100.0%) =
Total/combined VA 30,136 3,493 20,589 2,962 46.4% 17.9%

The increase in revenue was primarily due to an increase in the
sales volume of the Group’s products and an increase in its average
selling price by 17.9% to RMB 3,493 per tonne in 2010 from RMB
2,962 per tonne in 2009. Increase in the sales volume and average
selling price of the Group’s products was mainly attributable to
rising demand driven by the continued improvement in economic
conditions in the PRC in 2010 as compared to 2009.

HERE AT ZARNAEEERNEE
ELFARFHHEEEER_STNFHN
HWAREK2962 T EA17.9% E—F—
TENFEARKE 3493 7T « KEBESD
MEEERFHHEEELAETEAR
—E-TEPEEBEERRB _TT

NEFBEFBRMBEDTFLE LT -
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BUSINESS OPERATION (continued)
Cost of Sales and Gross Profit
The audited consolidated gross profit of the Group in 2010 was RMB

2,055 million (2009: RMB 2,006 million), representing an increase of
2.4%. Gross profit margin was approximately 6.8% (2009: 9.7 %).

Average cost per tonne, gross profit per tonne and gross profit
margin of the Group during the year were as follows:

EEBR

BNSEY

T -EFAEENKEREEENA
ARB055ET(ZETNE : AR
200612 C) ' EHA24% - EFEX AL
6.8% (ZZTTNF : 9.7%) °

AEE NG BEEESE TR - S
EFIREFEMT :

2010 2009
—E2-%2F% —EENF
Gross Gross Gross Gross
Average profit profit Average profit profit
unitcost  per tonne margin unit cost per tonne margin
BAEE BMEF ERZE  KAEE  SEET EME
(RMB/tonne) (RMB) (RMB/tonne) (RmMB)
(AR¥7/ (AR%71) (ARET/ (AR®T)
) )
H-section steel products HA 2 m 3,242 265 7.5% 2,726 285 9.5%
Strips and strip products Wil R R E m 3,204 255 7.4% 2,59 342 11.6%
Billets SR 3,119 182 5.4% 2,461 242 9.0%
Cold rolled sheets and RELIR RS EEAR
galvanised sheets 4,326 195 4.3% 3,988 2 0.1%
Total CEH 3,254 239 6.8% 2,678 289 9.7%

The gross profit per tonne of the Group’s products in 2010 was RMB
239, representing a decrease of approximately 17.3% as compared
to the gross profit per tonne in 2009. Gross profit margin decreased
10 6.8% in 2010 from 9.7% in 2009. Decrease in gross profit margin
was primarily due to increase in raw material price and the decrease
in selling prices on account of weaker market demand in the second
half of 2010.

16 China Oriental Group Company Limited =[5 5 7 £ [ 7%l 45 B A 7]
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FINANCIAL REVIEW

Liquidity and Financial Resources

In order to sustain a stable financial status, the Group closely
monitors its liquidity and financial resources.

As at 31 December 2010, the Group had unutilised banking facilities
of approximately RMB 4.8 billion (2009: RMB 4.7 billion).

As at 31 December 2010, the current ratio of the Group,
representing current assets divided by current liabilities, was 2.0
(2009: 1.0) and the gearing ratio, representing total liabilities divided
by total assets, was 58.9% (2009: 50.9%).

As at 31 December 2010, the cash and cash equivalents of the
Group amounted to RMB 2,223 million (2009: RMB 644 million).

After considering its cash and cash equivalents as well as the
banking facilities currently available to the Group, it is believed that
the Group has sufficient capital to fund its future operations and for
general business expansion and development.

Capital Structure

As at 31 December 2010, most of the borrowings of the Group bore
fixed interest rates and the Group’s exposure to changes in market
interest rates was limited. The Group did not use any derivatives
to hedge its exposure to interest rate risk for the years ended 31
December 2010 and 2009.

Moreover, most of the borrowings of the Group as at 31 December
2010 were non-current with maturity over 4 years.

g dE)

Bont kI BER

AEEZYERRBDES RYBER
PARFEIB IR M B BGIRIL

RZZE—ZTF+_A=+—H KEH
FA] HIRTTIRERE RN ARK4818TT
(Z2ZNF : AREEATETT) °

R-_E—ZTF+_A=+—8 ' £5£H
MRS E(RBEERURBDAER) A
20B(ZEZTHE 1.0B) REERAGBHY
KR(BBERUREE)R589% (ZEF
NEF 1 50.9%) °

R-ZZE-—FEF+-_A=+—HB x&£H
MIRENREEEBYAARE22.23187T
(ZZZNF : AR¥G44ETT) »

ZREMAKEMFHEZRERAERE
BYEARARTRERER  HEAKE
BEERRNESRNRRZZHER
R—BREGBEANERIESHER °

BANGER

RN-ZE—ZBFE+_A=+—0  ~A&£H
MARIMBOERBEEF B KREEY
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FINANCIAL REVIEW (continued)
Capital Structure (continued)

The Group monitors its capital on the basis of the debt-to-
capital ratio. This ratio is calculated as total debt divided by
total capitalisation. Total debt includes current and non-current
borrowings, finance lease obligations and borrowings from related
parties. The Group regards its non-current borrowings, non-current
portion of its finance lease obligations and borrowings from related
parties and its equity attributable to owners of the parent as its total
capitalisation. As at 31 December 2010, the debt-to-capital ratio of
the Group was 51.2% (2009: 41.2%).

The consolidated interest expenses and capitalised interests in 2010
amounted to RMB 308 million (2009: RMB 176 million). The interest
coverage (divide earnings before interests and taxes by total interest
expenses) was 5.7 times (2009: 8.0 times).

Capital Commitments

As at 31 December 2010, the Group had capital commitments of
RMB 1.98 hillion (2009: RMB 2.95 billion). It is estimated the capital
commitments will be financed by funds from the Group’s internal
resources and senior notes and the Directors will adjust the capital
commitments depending on the future strategy for development of
the Group.

Guarantees and Contingent Liabilities
As at 31 December 2010, the Group’s contingent liabilities

amounted to RMB 30 million (2009: RMB 30 million), which was the
provision of guarantee for bank borrowings in favour of a third party.

18 China Oriental Group Company Limited =[5 5 7 £ [l 7% it 45 B A 7]
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FINANCIAL REVIEW (continued)

Pledge of Assets

As at 31 December 2010, the net book value of the Group’s
property, plant and equipment amounting to approximately RMB
175 million (2009: approximately RMB 1,463 million), land use rights
amounting to approximately RMB 23 million (2009: approximately
RMB 61 million), inventories amounting to approximately RMB
89 million (2009: approximately RMB 67 million), notes receivable
amounting to approximately RMB 55 million (2009: approximately
RMB 102 million) and restricted bank balances amounting to
approximately RMB 160 million (2009: approximately RMB 342
million) had been pledged as security for issuing notes payable of the
Group and the Group’s banking facilities.

Exchange Risks

The Group’s foreign exchange risk primarily arises from the Group’s
importing and exporting activities and the Group’s senior notes
which are denominated in USD. However, as the Group mainly
operates in the PRC with most of the transactions denominated
and settled in RMB, it is believed that the Group does not expose to
significant foreign exchange risks and the Group has not used any
derivatives to hedge its exposure to foreign exchange risk for the
years ended 31 December 2010 and 2009.

Dividends

The Board proposed a final dividend of 10.7 HK cents per
ordinary share for the year ended 31 December 2010 amounting
to approximately HK$ 313 million (approximate to RMB 267
million) subject to the approval of the Company’s shareholders
at the forthcoming annual general meeting of the Company
(the “Annual General Meeting”) on 16 May 2011. The proposed
final dividend, if approved by the Company’s shareholders at
the Annual General Meeting, will be paid on or before 30 June
2011 to those Company’s shareholders whose names appear
on the register of members of the Company on Monday,
16 May 2011.
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FINANCIAL REVIEW (continued)

Post Balance Sheet Events

Saved as disclosed in this report of the Group, there are no events
to cause material impact on the Group from the balance sheet date
to the date of this report.

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 31 December 2010, the Group had a workforce of
approximately 13,000 and temporary staff of approximately 3,000.
The staff cost included basic salaries and benefits. Staff benefits
included discretionary bonus, medical insurance plans, pension
scheme, unemployment insurance plan, maternity insurance plan
and the fair value of the share options, etc. Effective from July 2008,
the Group implemented a workers’ injury insurance scheme and
contributed 1.5% of the workers’ wages to the Social Insurance
Bureau. According to the Group’s remuneration policy, employees’
package is based on productivity and/or sales performance, and is
consistent with the Group’s quality control and cost control targets.

ACCREDITATION FOR THE COMPANY AND ITS
MANAGEMENT

The Group was named “2010 China Quality and Credible Enterprise”
by the market research center of The China Association of Quality
Promotion in March 2010. Also, in September 2010, the Group was
named a “Trustworthy Enterprise in Hebei Province” by the selection
committee.

Mr. Han Jingyuan, the Chairman of the Company, had been named
“Outstanding Green Entrepreneur” by the magazine, Environmental
Protection, in April 2010 for his dedication to promoting
environmental practices.

20 China Oriental Group Company Limited =[5 5y £ [l 7%l 45 B A 7]

B Bl EE )

mERRER

BRERAEENAREREEIN - B
“E%§$ﬁ¢5%¢%%’ﬁﬁ%$
FEASENES -

ANERRFHMEE

RZZT—ZEF+ZA=+—H x5E
B FH 8 T4913,000 A & E&EF T A 493,000
A BINABREERGERET - &
BRMBEENIBEERNIEL \@gﬁA
T8 - BEESFE - KRERREE
EREBAERBERENAABES - Q
ZZEENFLANE  AEEHTIE
RRIIEE TERTEN1.5% L8
REBPT - BEAEENFHMECK - EB
MEBEERFEEEDR SHEEER
89 - BAREE BE SE B R A ARSI B 12
—ﬁ(’

RAREEEIMENKE

AEBR-_Z-ZEF-_ANK+TEEE
BE271 ?>>m%uﬂ€¢1/uﬂﬁﬁé [2010FZH
BREEEREE]HKE IR _T—FF
NAPEALEHELEFEZBEF
B DAL ERIERE] -

ARBEFEREFEPRLCERGRED
EEBRARRER  R_ZT—ZTFNMOA
ERBREMATES [RBEREES
BERR] -



DIVIDEND POLICY

The Company plans to distribute not less than 20% of the Group’s
distributable profit as dividend after its listing. However, the actual
amount of dividend and as a percentage to profit will be at the
discretion of the Board and will depend upon the Company’s future
operation and earnings, capital requirement and surplus, general
financial condition, contractual restrictions, and other factors that the
Board considers relevant. In addition, pursuant to the relevant PRC
laws, the distributable profit of the PRC respective subsidiaries of the
Company should not be higher than its net profit, after appropriation
to the statutory reserve as determined by the generally accepted
accounting principles in the PRC.

INVESTOR RELATIONS

The Company maintained close contact with its investors during the
year of 2010. The Company not only made timely disclosures of the
Company’s information through the website of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and press release for
increasing the transparency of the Company, but also held regular
meetings with investors, updating them on the Group’s business
development and industrial trend. In addition, members of the senior
management of ArcelorMittal who were appointed as Directors of
the Company actively participated in investor relations activities and,
together with other members of the Group’s management, attended
investors’ seminars, as well as one-to-one analyst meeting.

In 2010, the Group actively participated in large-scale investment
promotion seminars organized by major investment banks,
enhancing investors’ understanding and confidence in the
Company. Also, the Group arranged factory tours for the investors
to visit to Foshan Jinxi Jinlan plant and Tangshan Qianxi production
bases of the Group in the PRC.

All such activities helped to promote investors’ understanding of the
Group while allowing us to understand more about the opinions and
expectations of investors. In future, the Group will further its effort to
maintain close contact and effective interactive communication with
investors.
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FUTURE PROSPECTS

Steel demand is expected to be fueled by the commencement of
the Twelfth Five-year Plan of the PRC government, the development
of Northwest China and the revitalization of Northeast China’s
traditional industrial base. In addition, the escalated development
of alternative sources of energy, cutting-edge industrial machinery/
equipment, Euro3 standard compliant automobiles as well as a
renewed focus on environmental protection and energy saving
measures by the State will increase steel consumption. Moreover,
the accelerated construction of high-speed railway will bring
business opportunities for the Group’s H-section steel which is used
in steel poles supporting overhead contact wires for high speed
railway lines.

The economic environment in 2011 will remain complicated and
volatile. Driven by domestic inflation and a comparative shortage of
resources supply, the prices of various raw materials including iron
ore, coke and coal are expected to surpass those in 2010. Although
the Group experienced an increase in the raw materials costs during
January 2011 and February 2011, the Group has benefited from
strong demand for its products from the market in the first two
months of 2011, which helped the Group to maintain profitability
despite the increase in the raw materials costs. The management of
the Group anticipates that the operating results of the Group in the
first half of 2011 will be promising.

In addition, various projects on harnessing residue heat power
generated from sintering operations and emission reduction in the
production bases of the Group will be gradually completed in or
after 2011. The completion of these facilities will significantly reduce
energy consumption and mitigate the upward pressure on raw
materials and energy costs. Apart from effective energy cost control,
these facilities can substantially reduce pollutant emission during the
production process, leading to an improved community environment
within the precincts of the plant.

The State has imposed strict regulations on the expansion of steel
production capacities and implemented measures to speed up
the elimination of backward production capacities, with a goal of
accelerating consolidation in the steel industry. Such measures
have created opportunities for mergers and acquisitions. In 2011,
the Group will proactively identify suitable targets for mergers and
acquisitions to effectively enhance its overall production capacity.
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FUTURE PROSPECTS (continued)

In 2010, the Group diversified its business and investment through
participating in a property development project in Tangshan city,
Hebei Province, the PRC. The area of phase one construction of the
project to be completed in 2011 is expected to reach 76,000 sq m.
Sale of the aforementioned completed area will commence in 2011.

In addition, the Group will continue to explore opportunities to
expand its business portfolio and broaden its source of revenue
through enlarging its scope of business.

Since its listing in 2004, the Group has continued to expand its
business, diversify its product categories and business portfolio.
During the last 7 years (since being listed), the Group’s overall crude
steel production capacity has increased to 11.0 million tonnes per
annum from 3.1 million tonnes per annum at the time of the listing.
Its product portfolio has grown from billets to a variety of steel
product series — each in a comprehensive range of products and
is available in different specifications. These product series include:
H-section steel products, strips and strip products, billets and cold
rolled sheets and galvanized sheets. Moreover, the H-section steel
of the Group commands a leading position in China. The Group has
been gradually diversifying its business. In addition to expanding
its supply chain through upstream and downstream integration,
the Group has also expanded horizontally by tapping into other
business sectors. The Group will strive to take full advantage of the
current solid financial condition and efficient management to intensify
the continuous development of the Group and to maximize the
shareholders’ value.

APPRECIATION

The Group’s encouraging results in 2010 were attributable to
support from its staff and shareholders. The Board would like to
take this opportunity to extend its deepest gratitude to its staff
and shareholders. The Group will continue to pursue steady and
sustainable growth in 2011 with the support of its staff, and create
value for its shareholders.

On behalf of the Board
China Oriental Group Company Limited

Han Jingyuan
Chairman and Chief Executive Officer

Hong Kong, 18 March 2011
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EXECUTIVE DIRECTORS

Mr. Han Jingyuan, aged 54, is the Chairman and Chief Executive
Officer of the Company, and also serves as chairman of the board of
Hebei Jinxi Iron and Steel Group Company Limited (“Jinxi Limited”),
Foshan Jinxi Jin Lan Cold Rolled Sheet Company Limited (“Jinxi
Jinlan”), Hebei Jinxi Iron and Steel Group Zhangda Iron and Steel
Co., Ltd. (“Zhengda Iron and Steel”) and Oriental Fullhero Leasing
Company Limited (“Shenzhen Leasing”). Mr. Han graduated from
the People’s University in 1994 with a degree in management. Mr.
Han began his career in Metallurgy in 1986 when he was employed
as a deputy mine manager and mine manager of Han’erzhuang
I[ron Mine. Mr. Han has in-depth industry knowledge and 26 years
of extensive operational and managerial experience in the iron and
steel industry. Mr. Han was awarded the honorary title of “Hebei
Metallurgy Top Ten Man”, “Outstanding Entrepreneur of Hebei
Province”, “Excellent Privately-owned Enterprises Entrepreneur in
Hebei Province”, “Chinese Brands Top Ten Outstanding Meritorious
Man”, “The Most Attention-grabbing Chinese Entrepreneur”, “Best
Founding Entrepreneur in China”, “Top Ten Celebrities for China
Reform Programme in the New Century”, “Economic Top Ten Men of
Honesty and Credibility in China”, etc.. Mr. Han is the Vice Chairman
of the Metallurgy Chamber of All-China Federation of Industry
and Commerce, a vice chairman of Hebei Province Entrepreneur
Association and a vice chairman of Hebei Hong Kong Chamber of
Commerce. Mr. Han is the director and the controlling shareholder
of Wellbeing Holdings Limited, the controlling shareholder of the
Company.

Mr. Zhu Jun, aged 47, an Executive Director, Executive Deputy
General Manager of the Company, also serves as the Chief
Operating Officer of the Company and the executive director of Jinxi
Limited. Mr. Zhu graduated in 2001 from a graduate programme
of the Communist Party School in Hebei Province with a diploma in
management. Prior to working in the steel industry, Mr. Zhu worked
for 10 years as deputy director of Qianxi County Chemical Fertilizer
Factory which was based in Qianxi County. Mr. Zhu joined Jinxi Iron
Factory in 1992 and later served as deputy director. Mr. Zhu has had
over 17 years of working experience in the iron and steel industry.
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Directors’ and Senior Management’s Biographical |

EXECUTIVE DIRECTORS (continued)

Mr. Liu Lei, aged 55, is an Executive Director and Deputy General
Manager of the Company and director of Jinxi Jinlan. Mr. Liu has
over 23 years of experience in management and industrial fields.
Mr. Liu graduated in the area of Industrial Electrical Automation
of Electrical Engineering Faculty of JAJit T2 fx (Hebei Industrial
Academy) in July 1978. Mr. Liu was awarded the title of JAl k& B 28
BB R B FEBEERIT A (Professional Technological Talent
with Outstanding Contribution in Hebei Province) by Government
of Hebei Province in April 1987. Mr. Liu was also granted the
qualification of research fellow by JAitE BAME SR TE S
(Senior Appraisal Committee of Zi Ran Yan Jiu of Hebei Province) in
December 2000. Before joining the Group in June 2004, Mr. Liu was

the Vice Chancellor of )AL & B2 Pt (Hebei Academy of Sciences)
from October 1999 to June 2004.

Mr. Shen Xiaoling, aged 50, is an Executive Director, Deputy
General Manager and Chief Financial Officer of the Company and
also serves as an executive director of Jinxi Limited. He obtained a
diploma in management from the Hebei Province Communist Party
School in 2001. Before joining the Group, Mr. Shen was the head
of China Construction Bank Luanxian Sub-branch. Mr. Shen also
had 5 years experience acting as the head of China Construction
Bank Qianxi Sub-branch and more than 6 years of experience as
the deputy head of Bank of China Qianxi Sub-branch. Mr. Shen has
been the deputy general manager of Jinxi Limited since January
2002.

Mr. Zhu Hao, aged 44, is an Executive Director of the Company
and graduated at Tianjin Nankai University and obtained his master
degree in accounting from the University of New South Wales in
Australia. Mr. Zhu is a senior economist in China. Mr. Zhu was a
non-executive director of Jinxi Limited from December 2002 to early
2004.

Mr. Muktesh Mukherjee, aged 38, is an Executive Director and
Deputy General Manager of the Company. Mr. Mukherjee was
appointed as an Executive Director of the Company on 2 January
2009. Mr. Mukherjee graduated from McGill University in Montreal,
Quebec, Canada in 1998 with a Masters degree in Business
Administration.
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EXECUTIVE DIRECTORS (continued)

In 1998, Mr. Mukherjee joined Ispat Sidbec, Montreal, Canada as
a financial analyst. In 2001, Mr. Mukherjee joined Mittal Canada as
marketing manager and subsequently moved on to become director
for sales and marketing, long products and plate of ArcelorMittal
International in Chicago, USA. Currently, Mr. Mukherjee is the
general manager of ArcelorMittal China responsible for overseeing
the relationship with the Company on behalf of ArcelorMittal. Mr.
Mukherjee was once a director of Hunan Valin Iron and Steel
Company Limited (“Hunan Valin”).

NON-EXECUTIVE DIRECTORS

Mr. Ondra Otradovec, aged 42, is a Non-Executive Director of the
Company. Mr. Otradovec graduated from State University of New
York in Stony Brook with a Bachelor of Finance degree. Previously,
he worked at HSBC Investment Bank and was responsible for
corporate finance work in emerging markets. During that period,
he provided advisory service to Mittal Steel for the acquisition of
Nova Hut in Czech Republic and other steel companies. Since
2008, Mr. Otradovec is responsible for mergers and acquisitions
activities at ArcelorMittal. He is now the vice president of Global
Merger & Acquisition at ArcelorMittal. Mr. Otradovec was also
involved in acquisition of Hunan Valin Steel Tube & Wire Company
Limited (“Valin Steel”) and serves as a director of Valin Steel since 18
November 2005.

Mr. Jean-Paul Georges Schuler, aged 54, is a Non-Executive
Director of the Company. Mr. Schuler graduated from University of
Karlsruhe, Germany and holds a Master of Science in Mechanical
Engineering. He was an assistant at University of Karlsruhe —
Metallurgical Institute. Mr. Schuler started his professional career
at ArcelorMittal Dudelange (formerly known as Galvalange-
Luxembourg) where he held different positions during the period
from 1983 to 1988 and was appointed chief operating officer from
1989 to 1996. At the end of 1996, Mr. Schuler joined TradeARBED
and was appointed general manager of Flat Products Sales in Export
Markets, responsible for the development of Eastern Europe and
African Markets.
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NON-EXECUTIVE DIRECTORS (continued)

From 2000 to 2005, Mr. Schuler was the managing director of the
Arcelor Regional Sales Organization in Istanbul, Turkey. Mr. Schuler
was appointed the senior vice president, Arcelor Long Carbon
Sector in 2006 and participated in the Laigang/Arcelor project in
Laiwu, China.

In 2007, Mr. Schuler was nominated the vice president ArcelorMittal
and Head of Operational Excellence Department — AAMS, a position
he occupied until 31 May 2008.

Starting from 1 June 2008, Mr. Schuler is the chief representative
officer of ArcelorMittal at Hunan Valin. Mr. Schuler was also
appointed deputy general manager, director and chief operating
officer of Hunan Valin in July 2008.

Mr. Schuler resigned as a Non-Executive Director of the Company
with effect from 24 February 2011.

Mr. Vijay Kumar Bhatnagar, aged 63, holds a bachelor’s degree
in Metallurgical Engineering and is an alumnus of AMP of Harvard
Business School. He is currently the executive vice president and
member of management committee of ArcelorMittal, an associate
of the substantial shareholder (as defined in the Listing Rules) of
the Company, and the chief executive officer of ArcelorMittal in
India and China. Prior to his current assignment, he was the chief
executive officer of ArcelorMittal Eastern Europe (Poland, Czech
Republic and Romania). Previously, he served as the chief executive
officer of Mittal Steel Poland and the chief operating officer of Mittal
Steel Temirtau, Kazakhstan and the managing director of Mittal
Steel Lazaro Cardenas, Mexico. Mr. Bhatnagar has over 34 years
of experience in line and staff functions in aluminum and electronics
industries in India, working for Indal (the subsidiary of Alcan) as the
vice president Human Resources, Environment and Community
Development and AT&S India (the subsidiary of AT&S Austria) as the
managing director and chief spokesperson. Mr. Bhatnagar was also
appointed a director of Hunan Valin since January 2011.

Mr. Bhatnagar was appointed as a Non-Executive Director of the
Company with effect from 24 February 2011.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gao Qingju, aged 74, is an Independent Non-Executive
Directors of the Company and is a senior engineer. Mr. Gao is the
managing director and general manager of 1t 5 B 2% 8 = R
BAR/A7 (Beijing Lianxingfa Industrial & Technical Co., Ltd.)
since 2000. Mr. Gao graduated from metallurgical machinery and
equipment at 1t 5 T ¥ 242 (The Beijing College of Iron
& Steel) in 1958 and joined 1t FIMEATFELT (The Beijing Iron
and Steel Research Institute) in the same year. In 1965, Mr. Gao
was seconded to the Ministry of Metallurgical Industry and dealt
with for research work until he retired. During employment with
the Ministry of Metallurgical Industry, Mr. Gao was the officer of
Small and Medium Manufacture Enterprises. Mr. Gao completed
an professional economics management training course at the
Communist Party School in 1988. Mr. Gao is vice president and
permanent secretary of 75 #i i1 217 (The Regional Iron and
Steel Enterprises Association) during employment and some time
after retirement.

Mr. Yu Tung Ho, aged 64, is an Independent Non-Executive
Directors of the Company. He currently serves as senior vice
president of Phoenix Satellite Television Company Limited. Mr. Yu
is a senior influential media professional in Hong Kong and China
and has been in broadcasting for more than 39 years. Mr. Yu was
a director and the chief operation officer of Asia Television Limited,
the executive vice president of Phoenix Satellite Television Company
Limited and served as chairman of the 12th and 13th Hong Kong
Advertising Industry Association. Mr. Yu has also served as the
deputy general manager of China Radio & TV Corporation for
International Techno-Economic Cooperation and the chief of Radio
Guangdong and the independent non-executive director of Gome
Electrical Appliances Holdings Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Mr. Wong Man Chung, Francis, aged 46, is an Independent
Non-Executive Directors of the Company. He is a Certified Public
Accountant (Practising) and has over 22 years of experience in
auditing, taxation, management and financial advisory. Mr. Wong
is currently an independent non-executive director of Digital China
Holdings Limited, eForce Holdings Limited and Wai Kee Holdings
Limited whose shares are listed on the Main Board of the Stock
Exchange. He was once the independent non-executive director
of Sys Solutions Holdings Limited, a company listed on the Growth
Enterprise Market of the Stock Exchange, the independent non-
executive director of Yardway Group Limited, a company listed on
the Main Board of the Stock Exchange and the independent non-
executive director of Lightscape Technologies Inc., a company with
its shares listed and traded in the OTC Bulletin Board of the United
States of America. Mr. Wong is a director of both Union Alpha
C.P.A. Limited and Union Alpha CAAP Certified Public Accountants
Limited, both are professional accounting firms. He is also a founding
director and member of Francis M.C. Wong Charitable Foundation
Limited, a charitable institution. Previously, Mr. Wong worked for
KPMG, an international accounting firm for 6 years and the Hong
Kong Securities Clearing Company Limited for 2 years. Mr. Wong
is a fellow member of Hong Kong Institute of Certified Public
Accountants and Association of Chartered Certified Accountant of
the United Kingdom, a Certified Tax Advisor of Taxation Institute of
Hong Kong. Mr. Wong is also an associate member of Institute of
Chartered Accountants in England and Wales and a member of the
Society of Chinese Accountants & Auditors, Hong Kong. Mr. Wong
holds a Master Degree in Management conferred by Guangzhou
Jinan University.
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SENIOR MANAGEMENT

Mr. Yu Jianshui, aged 43, is a general manager of Jinxi Limited.
Mr. Yu was a metallurgy graduate at Hebei Polytechnic University
and obtained a MBA from University of Northern Virginia in 2009.
He joined the Group after graduation until May 2005 and had over
19 years management experience. During the period, he received
the awards of County Technological Selected Talent (SR
A7), Ten Outstanding Youths in the County (T AEEHEF ),
Outstanding Youth in Post of Tangshan City (LT & F mEALAE
F ), Workers’ Model in Hebei Province (i3t & & 811£4), The First
Class Honour of Technological Improvement in Tangshan City (&
IR A —%48) , The Third Class Honour of Technological
Improvement in Hebei Province GAIdbE R #E =5 488) . He
was employed as the deputy general executive manager of Shanxi
Province Xiaoyi City Chengcai Iron and Steel Company in May 2005
and then joined Jinxi Jinlan in 2006 and was also appointed a general
manager in September 2006. In 2008, Mr. Yu transferred to Zhengda
I[ron and Steel as a general manager. Mr. Yu has been a general
manager of Jinxi Limited since October 2009.

Mr. Au Yeung Siu Kei, aged 35, is the Financial Controller and
Company Secretary of the Company. Mr. Au Yeung is a fellow
member of the Association of Chartered Certified Accountants and
an associate member of the Hong Kong Institute of Certified Public
Accountants. Mr. Au Yeung graduated from the Chinese University
of Hong Kong with a Bachelor Degree in professional accounting.
Prior to joining the Company, Mr. Au Yeung has worked for an
international accounting firm for over 9 years.
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The Company is committed to sound corporate governance
practices designed to promote greater transparency, investor
confidence and the ongoing development of the Company and its
subsidiaries (the “Group”), having always as its ultimate objective, the
best long term interest of the Group and the enhancement of value
for all shareholders of the Company. The Company also believes
that sound corporate governance practices benefit the Group’s
employees and the community in which the Group operates.

CODE ON CORPORATE GOVERNANCE PRACTICES
(“CG CODE”)

In the opinion of the Directors, the Company has complied with the
CG Code set out in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) of the Stock Exchange throughout
the year ended 31 December 2010, except for the deviation with
explanation disclosed below.

BOARD OF DIRECTORS (THE “BOARD”)

The Board currently comprises eleven Directors and the composition
is set out as follows:

Executive Directors
Mr. Han Jingyuan (Chairman and Chief Executive Officer)
Mr. Zhu Jun (Executive Deputy General Manager
and Chief Operating Officer)
Mr. Liu Lei (Deputy General Manager)
Mr. Shen Xiaoling (Deputy General Manager and
Chief Financial Officer)
Mr. Zhu Hao
Mr. Muktesh Mukherjee (Deputy General Manager)

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Jean-Paul Georges Schuler
(resigned on 24 February 2011)

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

The composition of the Board is reviewed regularly to ensure that it
has a good balance of expertise, skills and experience, which can
meet the requirements of the business of the Group. The Directors’
biographical information is set out on pages 24 to 29.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

There is a clear division of responsibilities between the Board and
the management. The Board is responsible for providing high-level
guidance and effective oversight of the management while day-to-
day management of the Group is delegated to the management
team of each respective subsidiary. Generally speaking, the Board is
responsible for:

»  Formulating the Group’s long-term strategy and monitoring the
implementation thereof;

Approval of dividends;

Reviewing and approving the interim and annual reports;
Ensuing good corporate governance and compliance;
Monitoring the performance of the management;

Reviewing and approving any material acquisition and disposal
of assets and other material transactions.

V VYV V V

To the best knowledge of the Directors, there is no financial,
business, family relationship among the Directors. All of them are free
to exercise their independent judgment.

The Board authorises the management to carry out the strategy that
have been approved. During the year under review, twenty board
meetings were held and the principal business transacted included
approving interim and annual results and reports, approving the
issue of senior notes, assessing business development and business
performance and implementation. The attendance record of each
Director for the year ended 31 December 2010 is set out as follows:

Board of Directors

BER

Mr. Han Jingyuan BEHURSEA
Mr. Zhu Jun KERE
Mr. Liu Lei EilE e
Mr. Shen Xiaoling TLBEIR S A
Mr. Zhu Hao RETE

Mr. Muktesh Mukherjee Muktesh Mukherjee 4t 4

Mr. Jean-Paul Georges Schuler

Mr. Ondra Otradovec Ondra Otradovec 5t 4
Mr. Gao Qingju =IBREE
Mr. Yu Tung Ho REELAE
Mr. Wong Man Chung, Francis EIREAE
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Corporate Governan

BOARD OF DIRECTORS (THE “BOARD”) (continued)

A.

Chairman and Chief Executive Officer

Pursuant to the Code Provision A.2.1 of the CG Code, the
role of the chairman and chief executive officer should be
separate and should not be performed by the same individual.
The Board has Chairman to provide leadership to the Board
in terms of establishing policies and business directions and
monitor the daily operation of the Group.

Mr. Han Jingyuan currently serves as the Chairman of the
Board and the Chief Executive Officer of the Company. The
Board believes that there is no immediate need to separate
the roles of Chairman and the Chief Executive Officer of the
Company because the role of chief executive officer/general
manager of the Company’s major operating subsidiaries are
performed by other persons.

The Board will consider the segregation of the roles of the
Chairman and the Chief Executive Officer of the Company in
light on the future development of the operating activities or
businesses of the Group.

Independent Non-Executive Directors

Pursuant to Rules 3.10(1) and 3.10(2) of the Listing Rules,
the Company has appointed three Independent Non-
Executive Directors of whom Mr. Wong Man Chung, Francis
has appropriate professional qualifications and experience in
financial matters.

The Company has received, from each of the Independent
Non-Executive Directors, an annual confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of the Independent Non-Executive
Directors to be independent.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

C.

Appointment, Re-election and Removal of Directors

The Board as a whole is responsible for the selection and
approval of candidates for appointment to the Board and does
not therefore establish a nomination committee.

According to the Bye-laws of the Company, any Director
appointed to fill a casual vacancy or as an addition to the
Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible
for re-election. At each annual general meeting one-third
of the Directors for the time (or if their number is not a
multiple of three, the number nearest to but not greater than
one-third) shall retire from office by rotation provided that
notwithstanding anything therein, the chairman of the Board
and/or the managing director of the Company shall not, whilst
holding such office, be subject to the retirement by rotation
or be taken into account in determining the number of the
Directors to retire in each year and the Director appointed to
fill a casual vacancy or as an addition to the Board shall not be
taken into account in determining which particular Directors
or the number of Directors who are to retire by rotation. The
Company will consider amending the Bye-laws to comply with
the Code Provision A.4.2 of the CG Code in the future.

All the Directors of the Company are appointed for a specific
term and subject to re-election. Currently, Mr. Han Jingyuan,
Mr. Zhu Jun, Mr. Shen Xiaoling and Mr. Zhu Hao are appointed
for a fixed term of three years. Mr. Liu Lei, Mr. Muktesh
Mukherjee, Mr. Jean-Paul Georges Schuler (resigned as a
Non-Executive Director of the Company with effect from 24
February 2011), Mr. Vijay Kumar Bhatnagar (appointed as
a Non-Executive Director of the Company with effect from
24 February 2011) and Mr. Ondra Otradovec are appointed
a fixed term of two years. All Independent Non-Executive
Directors, Mr. Gao Qingju, Mr. Yu Tung Ho and Mr. Wong Man
Chung, Francis are appointed for a fixed term of one year.

During the year under review, no Director was appointed to fill
any causal vacancy or otherwise.
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Corporate Governal

BOARD OF DIRECTORS (THE “BOARD”) (continued)

D.

Responsibilities of Directors

The Directors fully appreciate their role and duties as Directors
of the Company.

New Director will be given an introduction to the Group’s major
business activities, induction into their responsibilities and
duties, and other regulatory requirements.

The Company Secretary is responsible for keeping all Directors
updated on the Listing Rules and other relevant regulatory
requirements.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding
securities transactions by the Directors on terms no less than
the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules (the “Model Code”).

The Company has made specific enquiry of all Directors and
all Directors have confirmed with the Company that they have
complied with the required standard set out in the Model
Code and its code of conduct regarding Directors’ securities
transactions during the year under review.
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BOARD OF DIRECTORS (THE “BOARD?”) (continued)
F. Board Committees

As an integral part of sound corporate governance, the Board
has established the following committees whose authorities
and functions, compositions and duties are set out below:

(1) Audit Committee

The Audit Committee has been established since 2005.
[t comprises three Independent Non-Executive Directors
during the year under review in compliance with Rules
3.21 of the Listing Rules. The Audit Committee’s term
of reference includes those specific duties as set out in
the code provision C.3.3 of the CG Code. Pursuant to
its term of reference, the Audit Committee is required,
amongst other things, to consider and recommend
to the Board the appointment, re-appointment and
removal of the external auditors and to approve their
remuneration, to review the interim and annual financial
statements, to review the Group’s financial controls,
internal controls and risk management system including
the adequacy of resources, qualification and experience
of staff of the accounting and financial reporting function
and their training programmes and budget, and to
consider any findings of major investigation of internal
control matters as delegated by the Board or on its
own initiative and management’s response. The Audit
Committee should meet at least twice each year and
when the need arises.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.  Board Committees (continued)

()

@

Audit Committee (continued)

For the year ended 31 December 2010, two committee
meetings were held, one to consider the annual results
of the Group for the financial year ended 31 December
2009 including the discussion of internal control report
and one to consider the interim results of the Group for
the six months ended 30 June 2010.

The attendance record for each member of the Audit
Committee for the year ended 31 December 2010 is set
out as follows:

Committee members

;E == E.
Mr. Gao Qingju SEREE
Mr. Yu Tung Ho REVETRE

Mr. Wong Man Chung, Francis & X 5= 554
Remuneration Committee

Pursuant to Code Provision B.1.1 of the CG Code, a
majority of the members of the Remuneration Committee
should be Independent Non-Executive Directors.
Currently, the Remuneration Committee consists of the
Chairman of the Company and three Independent Non-
Executive Directors.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.

Board Committees (continued)

@

Remuneration Committee (continued)

The Remuneration Committee’s term of reference
includes those specific duties as set out in the Code
Provision B.1.3 of the CG Code. Pursuant to its term
of reference, the Remuneration Committee is required,
amongst other things, to review and recommend
to the Board the compensation packages of the
Executive Directors, Non-Executive Directors and senior
management, to review and approve performance-
based remuneration by reference to corporate goals
and objectives resolved by the Board from time to time;
to review and approve the compensation payable to
the Executive Directors, Non-Executive Directors and
senior management in connection with any loss or
termination of their office or appointment to ensure that
such compensation is determined in accordance with
relevant contractual terms and that such compensation
is otherwise fair and not excessive for the Company;
and to ensure that no Director is involved in deciding his/
her own remuneration. The Remuneration Committee
should meet at least once a year and when the need
arises.

For the year ended 31 December 2010, five meetings

of Remuneration Committee was held. The attendance
record of each member is set out as follow:

Committee members

ZEE88

Mr. Han Jingyuan BRI A
Mr. Gao Qingju maREA
Mr. Yu Tung Ho RAERE

Mr. Wong Man Chung, Francis & X R4
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Corporate Governan

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board acknowledges that it is its responsibility to prepare
financial statements of the Company for each financial period which
give a true and fair view of the state of affairs of the Company and
ensure that financial statements are prepared in accordance with
statutory and regulatory requirements and applicable accounting
standards. The Board also ensures the timely publication of the
financial statements of the Company.

The Board confirms that, to the best of its knowledge and, having
made appropriate enquires, it considers that the Company has
adequate resources to continue in operational existence for the
foreseeable future and has prepared the financial statements on a
going concern basis accordingly.

Internal Controls

The Board recognises that constant changes taking place in the
business environment call for periodical reviews of the system of
internal controls. Well-managed internal controls enable effective
and efficient operations, ensure the reliability of internal and external
reporting and assist in the compliance with applicable laws and
regulations.

The Board recognises that it has overall responsibility for the Group’s
system of internal controls and for reviewing its effectiveness.
Pursuant to the Group’s framework, senior management is primarily
responsible for designing and implementing the policies and
procedures of the internal controls, which the Board and the Audit
Committee oversee the actions of senior management and monitor
the effectiveness of the controls previously established.

B E M
A H5 I 7

ExRER HEaENE —MBEHE
RELEE RR T &R R T B
MZHERER - A RERZFHHERR
TIZAFEBREBR L ARG ERIR
o EXRMABRFRERTEARRM
K

RIELEEEHR  EFRER BH
FrEA R R EB T D BRI R o de
BHRFEE  YERFELLEENRH

FATEHRER -

E=ZRPARERETHEE  F2F
B B EIEHE - TEZNBEE
BEVEBARENF - XLHEERAEDRINED
2,25 - AR B E T E R R E
TER o

EERAREHNAEE 2 ABEPEEIEH
ERBZEARMEAARREE - RIE
AEEZRE SREEEXRRER
AN ERABEEBRREER  MES
BREZZEREESREREZTT
BMEBBEPFIEEIE BRI -

Annual Report 2010 =% —244% 39



e Report +¥£E34

ACCOUNTABILITY AND AUDIT (continued)

Internal Controls (continued)

The Company'’s internal audit function is performed by the Internal
Audit Department which reports to the Chief Operating Officer and
the Chief Financial Officer and has direct access to the Chairman
of the Audit Committee. The Chief Operating Officer and the Chief
Financial Officer report directly to the Chief Executive Officer. The
internal audit functions include (i) review and report on internal and
operational controls, (i) follow-up on the suggestions made by
external auditors, (i) ongoing monitoring and reviews on different
operating cycles; and (iv) special review of areas of concern identified
by senior management.

However, internal control can only provide reasonable but not
absolute assurance against errors or deliberate attempt to defraud
the Company. The Board and the Audit Committee confirms to
closely monitor the efficiency and effectiveness of the system of
internal control of the Group. Periodical meetings will be held and
guidance notes and training will be issued and provided to the senior
management where appropriate, to ensure an efficient and effective
system of internal control is in place.

External Auditor

For the year ended 31 December 2010 and up to the date of this
report, the external auditor of the Group is PricewaterhouseCoopers.
Fees of auditing services and non-auditing services (including interim
review and others) provided by PricewaterhouseCoopers for the year
ended 31 December 2010 were RMB 4.4 million and RMB 1.2 million
respectively.
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ACCOUNTABILITY AND AUDIT (continued)

Risk Management

The Group’s business, financial conditions and results of operation
may be affected by risk and uncertainties pertaining to the Group’s
business. The factors set out below are those that the Company
believes could result in the Group’s financial condition or results of
operations differing materially from expected or historical results.
There may be other risks in addition to those mentioned below which
are unknown to the Group or which may not be material now but
could turn out to be material in the future.

Operation Risk

The Group’s results are affected by trends in the industry in which
it operates. Income from the operations is dependent upon the
conditions in global iron and steel market and therefore there can
be no assurance that changes in these conditions will not adversely
affect the Group’s financial conditions and results of operations.

Market Risk

Over 90% of the Group’s consolidated sales and contribution to
results are derived from the Mainland China. The Group operates in
highly competitive and rapidly changeable market. The intensification
of price competition by existing competitors, product innovation or
technical advancement could adversely affect the Group’s financial
conditions and results operations.

Credit Risk and Interest Rate

Credit risk arises from a number of areas. These include the
possibility that a counter-party in a transaction may default during the
settlement process. It also arises from lending, settlement, treasury,
transaction and other activities undertaken by the Group. During the
year under review, the Group has not undertaken any activities in any
hedging or derivative instruments.

The Group has not established any risk management committee.
The day to day credit management is performed by the Operation
Department of the respective subsidiaries with reference to the
creditworthiness, the type and value of collateral available and the
length of business relationship with the counter-parties.
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ACCOUNTABILITY AND AUDIT (continued)

Foreign Exchange Risk

Foreign exchange risk is the risk to the Group’s financial conditions
and results of operations arising from movements of foreign
exchange rates. The Group mainly operates in the Mainland China
with most of the transactions dominated and settled in RMB. The
Group’s foreign exchange risk primarily arises from the procurement
of iron ores and the relevant products from overseas suppliers and
the Group’s senior notes which are dominated and settled in USD.
Foreign exchange rates fluctuate in reaction to the macro-economic
performance of different countries and fund flows between countries
arising from trade or capital movements.

IMPACT ON NEW LEGISLATION, POLICY AND
PROCEDURES

As mentioned before, over 90% of the operations of the Group
are carried in the Mainland China. Any change in the policy and
procedure in the Mainland China may have adverse effects on the
Group’s operation and results.

Also, the introduction of new legislation of rules by the Stock
Exchange, Securities and Futures Commission and other regulatory
bodies in Hong Kong and overseas may induce changes in market
conditions that in turn adversely affect the operating results of the
Company.

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good communication with
the shareholders of the Company. Information in relation to the
Group is disseminated to shareholders of the Company in a timely
manner through a number of formal channels, which include interim
and annual reports, announcements and circulars.

The general meeting of the Company provides a forum for exchange
of views between the shareholders of the Company and the Board.
The Chairman of the Board, the Directors and senior management
of the Group and where applicable, the Directors (including
Independent Non-Executive Directors) are available to answer
questions at the general meeting of the Company .
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Corporate Governan

COMMUNICATION WITH SHAREHOLDERS (continued)

The rights of the shareholders, of the Company and the procedures
for demanding a poll on resolution at general meeting are contained
in the Company’s Bye-laws. Details of such right to demand a
poll and the poll procedure are included in all circulars to the
Shareholders of the Company which will call for a general meeting
and will be explained during the proceedings of the meeting.

Separate resolutions are proposed at general meeting on each
substantial issue, including the election of individual Director.

The Company continues to enhance communication and
relationship with its shareholders. Enquiries from the Shareholders of
the Company are dealt with in a formative and timely manner.

To promote effective communications, the Company also maintains
a website at www.chinaorientalgroup.com, where information are
updated on the Company’s business developments and operations
and other information are posted, including all the regulatory
announcements relating to the Company and the poll results on the
business day following the general meeting (if any).

Upon the implementation of the amendments of the Listing Rules
with effect from 1 January 2009, all resolutions proposed at general
meeting will be voted by poll. The poll voting results will be posted
on the websites of the Stock Exchange (www.hkexnews.hk) and
the Company (www.chinaorientalgroup.com)immediately after the
relevant general meetings.
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The Board of Directors (the “Board” or “Directors”) of China Oriental
Group Company Limited (the “Company”) presents their annual
report and the audited consolidated financial statements of the
Company and its subsidiaries (together, the “Group”) for the year
ended 31 December 2010.

INCORPORATION AND LISTING OF THE COMPANY

The Company was incorporated as an exempted company with
limited liability on 3 November 2003 under the Companies Act 1981
of Bermuda and the shares of the Company were listed on the Stock
Exchange on 2 March 2004.

PRINCIPAL ACTIVITIES

As at 31 December 2010, the Company’s principal activities are
investment holding and trading of iron and steel products. The
principal activities of the Group are the manufacture and sales of iron
and steel products.

SEGMENT INFORMATION

Over 90% of the Group’s consolidated sales and contribution to
results are derived from the PRC and mainly from the production and
sales of iron and steel products for the year ended 31 December
2010 and are set out in Note 5 to the consolidated financial
statements.

RESULTS AND DIVIDENDS

The Group’s consolidated income statement for the year ended 31
December 2010 and its consolidated balance sheet as at that date,
together with the balance sheet of the Company as at 31 December
2010, are set out in the financial statements on pages 72 to 235.

At a Board meeting held on 18 March 2011, the Board proposed
a final dividend in respect of the year ended 31 December 2010
of approximately HK$313 million (approximately RMB267 million),
representing 10.7 HK cents per ordinary share to the shareholders
of the Company whose names appear on the register of member
of the Company on 16 May 2011, subject to the approval of the
Company’s shareholders at the Company’s forthcoming annual
general meeting to be held on 16 May 2011.
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SUMMARY OF FINANCIAL INFORMATION

A summary of the consolidated financial results and assets, liabilities
and non-controlling interests of the Group for the last five financial
years, is set out on page 236.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

Details of movements in the property, plant and equipment and
investment properties of the Group and the Company during the year
are set out in Notes 7 and 8 to the consolidated financial statements
respectively.

SHARE CAPITAL

Details of the movements in the Company’s issued share capital
during the year are set out in Note 20 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Group during the year
are set out in Note 21 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2010, the Company’s accumulated losses
amounted to RMB158 million (2009: retained earning of RMB 2.7
million).

At 31 December 2010, the Group’s retained earnings amounted to
RMB4,289 million (2009: RMB 3,475million).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the Companies Act 1981 of Bermuda, which would
oblige the Company to offer new shares on a pro rata basis to
existing shareholders of the Company.
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MAJOR CUSTOMERS AND SUPPLIERS

The sales attributable to the five largest customers of the Group
accounted for less than 30% of the Group’s consolidated total
revenue for the year.

The purchases attributable to the five largest suppliers of the Group
accounted for less than 30% of the Group’s consolidated total
purchases for the year.

DIRECTORS

The Directors during the year ended 31 December 2010 and up to
the date of this report were as follows:

Executive Directors

Mr. Han Jingyuan

Mr. Zhu Jun

Mr. Liu Lei

Mr. Shen Xiaoling

Mr. Zhu Hao

Mr. Muktesh Mukherjee

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Mr. Jean-Paul Georges Schuer
(resigned on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

In accordance to the Bye-laws 87 of the Company, Mr. Shen
Xiaoling, Mr. Muktesh Mukherjee and Mr. Wong Man Chung,
Francis will retire from office by rotation and, being eligible, will
offer themselves for re-election at the forthcoming annual general
meeting.
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DIRECTORS (continued)

In accordance to the Bye-laws 86(2) of the Company, Mr. Vijay
Kumar Bhatnagar, being eligible, will offer himself for re-election at
the forthcoming annual general meeting.

The annual fee specified in each of existing service contracts
of Mr. Shen Xiaoling, Mr. Muktesh Mukherjee, Mr. Wong Man
Chung, Francis, and Mr. Vijay Kumar Bhatnagar are HK$400,000,
HK$400,000, HK$400,000 and HK$400,000 respectively. The
basis of determining the Directors’ fee was based on the mutual
negotiation between the Directors with reference to the range of
prevailing directors’ fee for directors of listed companies in Hong
Kong. Save as disclosed in this annual report, Mr. Shen Xiaoling, Mr.
Muktesh Mukherjee, Mr. Wong Man Chung, Francis, and Mr. Vijay
Kumar Bhatnagar do not have any relationships with any directors,
senior management or substantial or controlling shareholders of the
Company.

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the Independent Non-Executive Directors are independent.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as the transactions as disclosed in Note 26 to the consolidated
financial statements, no Director had a material interest in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was party during the year.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHICAL INFORMATION

Biographical details of the Directors and senior management of the
Company are set out on pages 24 to 30 of the annual report.
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DIRECTORS’ SERVICE CONTRACTS

Four Executive Directors have service contracts with the Company
for a fixed term of three years while the remaining two Executive
Directors and all Non-Executive Directors have service contracts with
the Company for a fixed term of two years which may be terminated
by either party giving not less than three months’ notice in writing.

All the Independent Non-Executive Directors have service contracts
for a fixed term of one year.

Mr. Han Jingyuan, Mr. Zhu Jun and Mr. Shen Xiaoling (Executive
Directors of the Company and its subsidiary) have service contracts
with the Company’s subsidiary on 9 June 20083 for a fixed term of five
years commencing from 9 June 2003 which are exempted under the
Listing Rules. Actual amount of salary was not specified in the service
contracts other than the clause which stated that after probation,
the employees will be paid according to the salary of the post. The
service contracts may be terminated by the Company’s subsidiary
by paying compensation equivalent to the unfulfilled contract’s salary
and one month’s salary for each year of service completed. The
aforesaid services contracts with the subsidiaries are expired.

Save as disclosed above, no Director has a service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 31 December 2010, the interest and short positions of the
Directors, chief executives and their associates of the Company in
the Shares, underlying Shares or debentures of the Company or any
of its associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which (i) were required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO); or (i) were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein;
or (iii) were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code were as follows:
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EENSBENERRRE#)
SECURITIES (continued)

() Interestin the Shares and underlying Shares of the Company: i)  RAERRQBRMDAABRER D BER

Interests in
underlying Percentage
shares of the
pursuant to Company’s
Interests in Shares share  issued share
RPER options capital
Corporate Personal  RIEEKRE {527 Long/Short
Interest Interest  TEAERAMR{Y  DRITRA position
NEER BARER R WAL /KA
Mr. Han Jingyuan (Notes 1) 1,317,502,849 = = 44.97% Long (%)
TR (1) = 2,800,000 8,900,000 0.40% Long (§F)
Mr. Zhu Jun = 2,400,000 5,200,000 0.26% Long (4F)
KELE
Mr. Liu Lei = 2,400,000 5,200,000 0.26% Long (4F)
AZ s
Mr. Shen Xiaoling - 2,400,000 5,200,000 0.26% Long (4F)
BRI
Mr. Zhu Hao - = 5,200,000 0.18% Long (4F)
KiERE
Mr. Muktesh Mukherjee = = 5,200,000 0.18% Long (4F)
Muktesh Mukherjee %4
Mr. Jean-Paul Georges Schuler - = 2,000,000 0.07% Long (4F)
Jean-Paul Georges Schuler 5t 4
Mr. Ondra Otradovec = = 4,000,000 0.14% Long (%)
Ondra Otradovec %t 4
Mr. Gao Qingju = 1,686,000 4,000,000 0.19% Long (4F)
RERLAE
Mr. Yu Tung Ho - - 4,000,000 0.14% Long (4F)
REVETE
Mr. Wong Man Chung, Francis = = 4,300,000 0.15% Long (%)
BNREE
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(b)

Transactions and balances (continued)

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the consolidated income statement
within “finance income or cost’. All other foreign
exchange gains and losses are presented in the
consolidated income statement within ‘other
losses-net’.

Changes in the fair value of monetary securities
denominated in foreign currency classified as
available-for-sale are analysed between translation
differences resulting from changes in the
amortised cost of the security and other changes
in the carrying amount of the security. Translation
differences related to changes in amortised cost
are recognised in profit or loss, and other changes
in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair
value through profit or loss are recognised in
profit or loss as part of the fair value gain or loss.
Translation differences on non-monetary financial
assets, such as equities classified as available-for-
sale, are included in other comprehensive income.

2.

EESHEERE(HE)

2.4 HNEIE (4F)

(b)

Annual Report 2010 —Z—&44H 101

R KGR (E)

HEFALBEERASSE
BRI 5 ek K &
BREHFIBER [ F#K
ABBLA | FIIER - FRA
H A& 5 ek & B IRH R
BHRIER [ b EiE —
FER MFIER -

M%%%ﬁﬁ&&“ﬁ%
AHLERERZERE
ZRRBEEEEBIERE
SEH A BRI 2 [
REBMEMESEEE
BEZETADN - BF
BN AR BN R
SHEBRRAER - M
fAREE BRI R

A WP R -

FEHKESREERARE
(PR AR EEFER
HEBHAABRR ZE
BIZEREZBRERRE
AR B AR BERER
—8n - FEEEHMEE
(PR AR & 5
) ZEREZEREM
frakEngik



2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(c) Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyper-inflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as

follows:

()  assets and liabilities for each balance sheet
presented are translated at the closing rate

at the date of that balance sheet;

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the rate on

the dates of the transactions); and

(i) all resulting exchange differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising
from the translation of the net investment in foreign
operations, and of borrowings and other currency
instruments designated as hedges of such
investments, are taken to other comprehensive
income. When a foreign operation is partially
disposed of or sold, exchange differences that
were recorded in equity are recognised in the
consolidated income statement as part of the gain

or loss on sale.
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Notes to the Consolidated

(Alllamounts in RMB thousands unless otherwise s

(BBHEBI - A BN RE T TRES

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

EESHEERE(HE)

2.5 Property, plant and equipment 25 W - WEK&E

Property, plant and equipment, comprising
buildings, machinery, furniture and fixtures, leasehold
improvements, finance leased assets and vehicles, are
stated at historical cost less accumulated depreciation
and accumulated impairment losses. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items. Cost may also include transfers
from equity of any gains/losses on qualifying cash flow
hedges of foreign currency purchases of property, plant
and equipment.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are
charged to the consolidated income statement during
the financial period in which they are incurred.

Depreciation on property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful
lives, as follows:

Estimated useful life

Buildings 10-20 years
Machinery 5-10 years
Furniture and fixtures 3-10 years
Vehicles 4-10 years
Leasehold improvements 2-5 years
Finance leased machinery 5-10 years
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2.

For the year ended 31 December 2010
—F-FE+_A=t-BIEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

2.6

Property, plant and equipment (continued)

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note
2.9).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within ‘Other losses — net’ in the
consolidated income statement.

Construction-in-progress (“CIP”) represents buildings,
plant and machinery under construction or pending
installation and is stated at historical cost less
accumulated impairment losses, if any. Historical cost
includes the costs of construction and acquisition. No
provision for depreciation is made on CIP until such time
as the relevant assets are completed and available for
intended use. When the assets concerned are ready for
their intended use, the costs are transferred to property,
plant and equipment and depreciated in accordance
with the policy as stated above.

Leasehold land and land use rights

All land in the PRC is state-owned or collectively-owned
and no individual land ownership right exists. The Group
acquired the right to use certain land. The premiums paid
for such right are treated as prepayment for operating
lease and recorded as leasehold land and land use
rights, which are amortised over the lease periods using
the straight-line method.
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Notes to the Consolidated

(All'lamounts in RMB thousands unless otherwise stated)

(B A A2 BN R BT T RED) s — 3

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

Investment properties

The property that is held for long-term rental yields or
for capital appreciation or both, and that is not occupied
by the entities in the Group, is classified as investment

property.

Investment property is measured initially at its cost,
including related transaction costs.

After initial recognition, investment property is carried at
depreciated cost less accumulated impairment.

Fair value is determined based on active market
prices, if necessary, adjusted for any difference in the
nature, location or condition of the specific asset. If this
information is not available, the Group used alternative
valuation methods such as recent prices on less active
markets or discounted cash flow projections. These
valuations are reviewed annually by the directors.
Changes in fair values are not recognised in the
consolidated income statement.

Depreciation of investment properties is calculated using
the straight-line method to allocate cost to their residual
value over their estimated useful lives of 20 years.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are
expensed in the consolidated income statement during
the financial period in which they are incurred.
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2.

id atgd Financial Statements

ds tnless otherwise stated)  For the year ended 31 December 2010

ARMEEEBE) B=-T-TFt+-A=t—ALFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

2.8

Investment properties (continued)

If an investment property becomes owner-occupied, it
is reclassified as property, plant and equipment, and its
carrying amount at the date of reclassification becomes
its cost for accounting purposes.

If an item of property, plant and equipment becomes
an investment property because its use has changed,
the transfer does not change the carrying amount of the
property transferred, nor does it change the cost of that
property for measurement or disclosure purposes.

Intangible assets

(@) Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in
‘intangible assets’. Goodwill is tested annually for
impairment and carried at cost less accumulated
impairment losses. Impairment losses on goodwill
are not reversed. Gains and losses on the disposal
of an entity include the carrying amount of goodwiill
relating to the entity sold.
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2.

Notes to the Consolidated

(All'lamounts in RMB thousands unless otherwise stated)

(B A A2 BN R BT T RED) s — 3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8

2.9

Intangible assets (continued)

(@) Goodwill (continued)

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation
is made to those cash-generating units or groups
of cash-generating units that are expected to
benefit from the business combination in which the
goodwill arose identified according to operating
segment.

(b) Computer software

Computer software costs recognised as assets
are amortised over their estimated useful lives of 3
years.

Impairment of investments in subsidiaries, associates
and non-financial assets

Assets that have an indefinite useful life — for example,
goodwill — are not subject to amortisation and are
tested annually for impairment. Assets are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
impairment are reviewed for possible reversal of the
impairment at each reporting date.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets
2.10.1 Classification

The Group classifies its financial assets in the
following categories: financial assets at fair value
through profit or loss, loans and receivables,
and available-for-sale financial assets. The
classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets
at initial recognition.

(@  Financial assets at fair value through profit or
loss

Financial assets at fair value through profit
or loss are financial assets held for trading.
A financial asset is classified in this category
if acquired principally for the purpose of
selling in the short-term. Derivatives are also
categorised as held for trading unless they
are designated as hedges. Assets in this
category are classified as current assets if
expected to be settled within 12 months;
otherwise, they are classified as non-current.
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2.

Notes to the Consolidate:

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets (continued)

2.10.1 Classification (continued)

)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for maturities greater than 12 months
after the end of the reporting period. These
are classified as non-current assets. The
Group’s loans and receivables comprise
‘loan receivables’, ‘trade and notes
receivables’, ‘other receivables’ and ‘cash
and cash equivalents’ in the balance sheet
(Notes 2.14 and 2.15 respectively).

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or
management intends to dispose of it within
12 months of the end of the reporting period.
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For the year ended 31 December 2010
B B E—T-TE+_A=t-ALEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.10 Financial assets (continued) 210 ©MEE (&)
2.10.2 Recognition and measurement 2102 AR E

Regular way purchases and sales of financial CREEZ —MEBERR
assets are recognised on the trade-date — the SB(AAEEAZEE
date on which the Group commits to purchase or SHEEEER) R
sell the asset. Investments are initially recognised BRI IFE AR EEN=
at fair value plus transaction costs for all financial BHEFHFABRRNE
assets not carried at fair value through profit or MEEREVRIZARE
loss. Financial assets carried at fair value through BEMRZHAFER A

profit or loss are initially recognised at fair value, AEEF=EBEEZHTA
and transaction costs are expensed in the BR RN E E VIR
consolidated income statement. Financial assets NABERR  mMRZHK
are derecognised when the rights to receive cash KREE B A HHIBERR -
flows from the investments have expired or have S REETRWEIR SR
been transferred and the Group has transferred SREFEMeKEEE - M
substantially all risks and rewards of ownership. AEBELD FERATAE
Financial assets at fair value through profit or ) — )[R\ & B sRESF - %
loss and available-for-sale financial assets are BRI ETERR o IRARE
subsequently carried at fair value. Loans and BitE BEZEF ABHs
receivables are subsequently carried at amortised KOS EE &AM TS
cost using the effective interest method. Available- eRMEEHRBREAAEBE
for-sale assets of the Group include investments ABR - B R EWER R E

in equity instruments that do not have a quoted 1& A B PR SRR 1R B 8 i
market price in an active market and whose fair XA ABR o AN E 2 A
value cannot be reliably measured, which are HEEERERIBNER
measured at cost less provision for impairment, if MEHTHEHREREAR
any. BEEER] ST 2R

TAMKRE - BRI
EERE (AE)FIRR -
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Notes to the Consolidated

(All'lamounts in RMB thousands unless otherwise stated)

(% BAHE A & B AR E TRl —F

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)
2.10 Financial assets (continued) 210 ©MEE (&)

2.10.2 Recognition and measurement (continued) 2102 BRARTE(E)

Gains and losses arising from changes in the
fair value of the ‘financial assets at fair value
through profit or loss’ category are presented in
the consolidated income statement within ‘other
losses — net’ in the period in which they arise.
Dividend income from financial assets at fair
value through profit or loss is recognised in the
consolidated income statement as part of other
income when the Group’s right to receive payment
is established.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale
are recognised in other comprehensive income.

When securities classified as available for sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in
the income statement as ‘gains and losses from
investment securities’.

Interest on available-for-sale securities calculated
using the effective interest method is recognised
in the consolidated income statement as part
of other income. Dividends on available-for-
sale equity instruments are recognised in the
consolidated income statement as part of
other income when the Group’s right to receive
payments is established.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Impairment of financial assets

(a)

Assets carried at amortised cost

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are
incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
“loss event”) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.

The criteria that the Group uses to determine that
there is objective evidence of an impairment loss
include:

° Significant financial difficulty of the issuer or
obligor;

° A breach of contract, such as a default
or delinquency in interest or principal
payments;
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Impairment of financial assets (continued)

(a)

Assets carried at amortised cost (continued)

The group, for economic or legal reasons
relating to the borrower’s financial difficulty,
granting to the borrower a concession that
the lender would not otherwise consider;

It becomes probable that the borrower
will enter bankruptcy or other financial
reorganisation;

The disappearance of an active market
for that financial asset because of financial
difficulties; or

Observable data indicating that there is
a measurable decrease in the estimated
future cash flows from a portfolio of financial
assets since the initial recognition of those
assets, although the decrease cannot yet be
identified with the individual financial assets
in the portfolio, including:

(i) adverse changes in the payment
status of borrowers in the portfolio;

(i)  national or local economic conditions
that correlate with defaults on the
assets in the portfolio.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Impairment of financial assets (continued)

(a)

Assets carried at amortised cost (continued)

The Group first assesses whether objective
evidence of impairment exists.

For loans and receivables category, the amount
of the loss is measured as the difference between
the asset’s carrying amount and the present
value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognised
in the consolidated income statement. If a loan
has a variable interest rate, the discount rate for
measuring any impairment loss is the current
effective interest rate determined under the
contract. As a practical expedient, the Group
may measure impairment on the basis of an
instrument’s fair value using an observable market
price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment
loss is recognised in the consolidated income
statement.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Impairment of financial assets (continued)

(b)

Assets classified as available-for-sale

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity investments
classified as available for sale, a significant or
prolonged decline in the fair value of the security
below its cost is also evidence that the assets
are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative
loss — measured as the difference between
the acquisition cost and the current fair value,
less any impairment loss on that financial asset
previously recognised in profit or loss — is removed
from equity and recognised in the separate
consolidated income statement. Impairment
losses recognised in the separate consolidated
income statement on equity instruments are
not reversed through the separate consolidated
income statement.

Impairment testing of trade and other receivables
is described in note 2.14.

Impairment testing of the investments in
subsidiaries or associates is required upon
receiving dividends from these investments if the
dividend exceeds the total comprehensive income
of the subsidiary or associate in the period the
dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets
including goodwiill.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12

2.13

Inventories

Inventories are stated at the lower of cost and the net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work
in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based
on normal operating capacity). It excludes borrowing
costs. Net realisable value is the estimated selling price in
the ordinary course of business, less applicable variable
selling expenses.

Properties under development

Properties under development are stated at the lower
of cost and net realisable value. Net realisable value
takes into account the price ultimately expected to be
realised, less applicable variable selling expenses and
the anticipated costs to completion.

Development cost of properties comprises cost of
land use rights, construction costs, borrowing costs
and professional fees incurred during the development
period. On completion, the properties under
development are transferred to completed properties
held for sale.

Properties under development are classified as current
assets unless the construction period of the relevant
property development project is expected to complete
beyond normal operating cycle.

Land use rights which are held for development for sale
are classified as inventories and measured at the lower
of cost and net realisable value.
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2

Notes to the Consolidated

(Alllamounts in RMB thousands unless otherwise stated)

(% B A & B AR E TRl —F

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14

2.15

2.16

217

Trade, notes and other receivables

Trade, notes and other receivables are amounts due
from customers for merchandise sold in the ordinary
course of business. If collection of trade, notes and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade, notes and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method, less
provision for impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents includes cash in hand and cash in
bank.

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax,
from the proceeds.

Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are
classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-
current liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17

2.18

Trade payables (continued)

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income
statement over the period of the borrowings using the
effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence
that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a pre-payment for
liquidity services and amortised over the period of the
facility to which it relates.
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Notes to the Consolidated

(All'lamounts in RMB thousands unless otherwise stated)

(% BAHE A & B AR E TRl —F

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)
2.18 Borrowings (continued) 218 f&3K (&)

The benefit of a government loan at a below-market
rate of interest is treated as a government grant. The
loan shall be recognised and measured in accordance
with IAS 39 ‘Financial Instruments: Recognition and
Measurement’. The benefit of the below-market rate of
interest shall be measured as the difference between
the initial carrying value of the loan determined in
accordance with IAS 39 and the proceeds received.
The benefit is accounted for in accordance with this
standard. The entity shall consider the conditions and
obligations that have been, or must be, met when
identifying the costs for which the benefit of the loan is
intended to compensate.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet
date.

Borrowing costs that are directly attributable to the
acquisition, construction or production of any qualifying
asset that necessarily takes a substantial period of time
to get ready for its intended use or sales are capitalised
as part of the cost of that asset.

All other borrowing costs are charged to the
consolidated income statement in the period in which
they are incurred.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated
income statement, except to the extent that it relates
to items recognised in other comprehensive income or
directly in equity. In this case the tax is also recognised
in other comprehensive income or directly in equity,
respectively.

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the
Company and its subsidiaries and associates operate
and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject
to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid
to the tax authorities.

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, the deferred income tax is not accounted for
if it arises from initial recognition of an asset or liability in
a transaction other than a business combination that at
the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and
are expected to apply when the related deferred income
tax asset is realised or the deferred income tax liability is
settled.
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2.

Notes to the Consolidated

(All'lamounts in RMB thousands unless otherwise stated)

(% BAHE A & B AR E TRl —F

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19

2.20

Current and deferred income tax (continued)

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except for deferred income tax liabilities
where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable
that the temporary difference will not reverse in the
foreseeable future.

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the
deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on
either the taxable entity or different taxable entities where
there is an intention to settle the balances on a net basis.

Employee benefits

The Group has arranged for its Hong Kong employees
to join the Mandatory Provident Fund Scheme (the “MPF
Scheme”). Under the MPF Scheme, the Group and its
Hong Kong employees make monthly contributions to
the MPF Scheme at 5% of the employees’ earnings as
defined under the Mandatory Provident Fund legislation,
subject to a cap of Hong Kong dollar (‘HK$”)1,000 per
person per month and any excess contributions are
voluntary.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20 Employee benefits (continued)

2.21

In accordance with the rules and regulations in the PRC,
the Group has arranged for its PRC employees to join a
defined contribution retirement benefit plan organised by
PRC government. The PRC government undertakes to
assume the retirement benefit obligations of all existing
and future retired employees payable under the plan
as set out in Note 31. The assets of this plan are held
separately from those of the Group in an independent
fund managed by the PRC government.

The Group’s contributions to the defined contribution
retirement benefit plan are charged to the consolidated
income statement as incurred.

Share-based payments

The Group operates a number of equity-settled, share-
based compensation plans, under which the entity
receives services from employees as consideration for
equity instruments (options) of the Group. The fair value
of the employee services received in exchange for the
grant of the options is recognised as an expense. The
total amount to be expensed is determined by reference
to the fair value of the options granted:

o including any market performance conditions (for
example, an entity’s share price);

o including the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets and
remaining an employee of the entity over a
specified time period);and

° including the impact of any non-vesting conditions
(for example, the requirement for employees to
save).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21

2.22

Share-based payments (continued)

Non-market vesting conditions are included in
assumptions about the number of options that are
expected to vest. The total expense is recognised over
the vesting period, which is the period over which all of
the specified vesting conditions are to be satisfied. At
the end of each reporting period, the entity revises its
estimates of the number of options that are expected
to vest based on the non-marketing vesting conditions.
It recognises the impact of the revision to original
estimates, if any, in the consolidated income statement,
with a corresponding adjustment to equity.

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share
capital (nominal value) and share premium when the
options are exercised.

The grant by the Company of options over its equity
instruments to the employees of subsidiary undertakings
in the Group is treated as a capital contribution. The
fair value of employee services received, measured
by reference to the grant date fair value, is recognised
over the vesting period as an increase to investment in
subsidiary undertakings, with a corresponding credit to
equity.

Provisions

Provisions for environmental restoration, restructuring
costs and legal claims are recognised when: the Group
has a present legal or constructive obligation as a
result of past events; it is probable that an outflow of
resources will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not
recognised for future operating losses.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22

2.23

Provisions (continued)

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Government grants

A government grant in the form of subsidy or financial
refund is recognised when there is a reasonable
assurance that the Group will comply with the conditions
attached to the grant and that the grant will be received.

Grants relating to income are deferred and recognised
in the consolidated income statement over the period
necessary to match them with the costs that they are
intended to compensate.

Grants relating to the purchase of property, plant and
equipment are included in non-current liabilities and
recognised in the consolidated income statement over
the life of a depreciable asset by way of a reduced
depreciation charge.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24 Revenue recognition

(a)

(b)

Sales of goods produced

Revenue comprises the fair value of the
consideration received or receivable for the sale
of goods in the ordinary course of the Group’s
activities. Revenue is shown net of value-added
tax, returns, rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of
the Group’s activities. The amount of revenue
is not considered to be reliably measurable until
all contingencies relating to the sale have been
resolved. The Group bases its estimates on
historical results, taking into consideration the
type of customer, the type of transaction and the
specifics of each arrangement.

Interest income

Interest income is recognised using the effective
interest method. When a loan and receivable is
impaired, the group reduces the carrying amount
to its recoverable amount, being the estimated
future cash flow discounted at the original effective
interest rate of the instrument, and continues
unwinding the discount as interest income. Interest
income on impaired loan and receivables are
recognised using the original effective interest rate.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24

2.25

Revenue recognition (continued)

(c) Dividend income

Dividend income is recognised when the right to
receive payment is established.

(d) Leaseincome

Lease income from operating leases is recognised
in income on a straight-line basis over the lease
term.

Lease

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor) are charged to the consolidated income
statement on a straight-line basis over the period of the
lease.

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the
Group has substantially all the risks and rewards of
ownership are classified as finance leases. Finance
leases are capitalised at the lease’s commencement at
the lower of the fair value of the leased property and the
present value of the minimum lease payments.
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2.

(BAEEAIN - FEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25

2.26

2.27

Lease (continued)

Each lease payment is allocated between the liability
and finance charges so as to achieve a constant rate
on the finance balance outstanding. The corresponding
rental obligations, net of finance charges, are included
in other long-term payables. The interest element of the
finance cost is charged to the income statement over the
lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each
period. The property, plant and equipment acquired
under finance leases is depreciated over the shorter of
the useful life of the asset and the lease term.

If a sale and leaseback transaction results in a finance
lease, any excess of sales proceeds over the carrying
amount is deferred and amortised over the lease term.

Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably. A contingent liability is not recognised
but is disclosed in the notes to the consolidated financial
statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be
recognised as a provision.

Dividends distribution

Dividends distribution to the Company’s shareholders
is recognised as a liability in the Group’s consolidated
financial statements in the period in which the dividends
are approved by the Company’s shareholders.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.28 Earnings per share
(@) Basic earnings per share

Basic earnings per share is calculated by dividing
the profit attributable to equity holders of the
Company, by weighted average number of
ordinary shares outstanding during the financial
year.

(b) Diluted earnings per share

Diluted earnings per share adjusts the figures used
in determination of basic earnings per share to
take into account the after income tax effect of
interest and other financing costs associated with
dilutive potential ordinary shares and the weighted
average number of shares assumed to have been
issued for no consideration in relation to dilutive
potential ordinary shares.

3. FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including fair value interest rate risk,
cash flow interest rate risk and foreign exchange risk),
credit risk and liquidity risk. The Group’s overall risk
management program focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.
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FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk

)

Cash flow and fair value interest rate risk

The Group’s income and operating cash
flows are substantially independent of
changes in market interest rates as the
Group has no significant interest-bearing
assets. Most of the Group’s borrowings
bear variable rates and expose the Group to
cash flow interest rate risk. The maximum
exposures to the interest rate risk have been
disclosed in Note 24.

The Group has not used any derivatives to
hedge its exposure to interest rate risk for the
year ended 31 December 2010 and 2009.
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FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(i)

Foreign exchange risk

The Directors do not consider the exposure
to foreign exchange risk is significant to
the Group’s operation as the Group mainly
operates in the PRC with most of the
transactions denominated and settled in
RMB. Therefore, the Group has not used
any derivatives to hedge its exposure to
foreign exchange risk for the year ended 31
December 2010 and 2009.

The major foreign exchange risk exposure
arises from the Group’s importing and
exporting activities and the Group’s
borrowings, which are mostly denominated
in United States Dollars (the “US$”). The
Group also has certain bank deposits,
financial assets and financial liabilities that
are denominated in foreign currencies,
mainly US$, Euros and HK$, which are
exposed to foreign currency translation risk.
The foreign exchange risk is reduced where
the Group is in a position of receiving and
paying the same currency. The Directors
believe that the Group does not expose
to significant foreign exchange risks.
The maximum exposures to the foreign
exchange risks are disclosed in Notes 17,
19, 22 and 24 respectively.
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3. FINANCIAL RISK MANAGEMENT (continued) 3. M¥EAMERE(E)
3.1 Financial risk factors (continued) 3.1 BEEBAEZEE)
(a) Market risk (continued) (a) TEHEERE)
(i) Summarised sensitivity analysis (i) WBHEELIWTHE

The following table summarised the impact 2R B R & R Hh

of increases/decreases of the interest & EF T RBRE A

rate and the foreign exchange rate on the SEAHTFRE

Group's consolidated financial statements. R o

The sensitivity analysis for interest rate FI) 2= [ B J S BE [

risk and foreign exchange is based on the fax B0 BRURR S 9 AT 2

assumption that: ERATREE -

@@ Interest rate had been 15% lower/ @ FlE®RFK
higher from the year end rates with T/ EH
all other variables held constant (for 15% 1M AT
example, 11.5% or 8.5% instead of EEMEE
10%); BR T E

( :11.5%
58.5% * M3k
10%) :

() RMB had weakened/strengthened b)) AR¥EHE
by 10% against US$, EURE and I~ BT kA
HK$ (pegged with US$) with all other 7o (81 3 T
variables held constant. ) IE

E10% * mFr
FEMESY

(REETE -
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3. FINANCIAL RISK MANAGEMENT (continued) 3. H¥RKREE(E)
3.1 Financial risk factors (continued) 3.1 BBEBREZEE)
(a) Market risk (continued) (@) WEHEERE)
(i)  Summarised sensitivity analysis (continued) (i) SREELTHE(E)
Interest rate risk
Fl=@EmR
-15% +15%
Carrying

amount Profit  Equity Profit  Equity
REE Al i il B

31 December 2010 ZE-ZETZA=1-H
Financial assets SHEE
Cash and cash equivalents BeRBEEEEM 2223245  (1,3711) (1,3711) 1,31 1,371
Restricted bank balances TR IR 1A 159,945 (99) (99) 99 99
Amounts due from related parties LM 7 708 999,590 (609) (609) 609 609
Loan receivable e E 20,000 (67) (67) 67 67
Financial liabilities SRER
Bank borrowings BITEA (862,249) 20,726 20,726  (20,726)  (20,726)
Amounts due to related parties [N A B (267,436) 51 51 (51) (51)
Other long term payables iR HERH (553,986) 7,932 7932 (7,932 (7,932
Total increase/(decrease) AN/ (BD) 26,563 26,563  (26,563)  (26,563)
Foreign exchange risk
HNERR
-10% +10%
Carrying
amount  Profit Equity Profit Equity
IREE Vvl i pegil i

31 December 2010 ZZ-ZE+-A=t-H
Financial assets SREE
Cash and cash equivalents BeRBELZEY 2,223245 102,023 102,023 (102,023) (102,023)
Restricted bank balances RRBIRITE 159,945 2,683 2,683 (2,683  (2,683)
Trade and notes receivables BB ST RER 3,524,441 103 103 (103) (108)
Deposits and other receivables RE REMER

(Note 18) o (it 18) 253862 1555 1,555 (1,555  (1,555)
Other current assets EftnEEE 10,594 19 19 (19) (19)
Financial liabilities SHEE
Trade payables ENE SRR (1,682,730) (19,517) (19,517) 19517 19517
Other payables (i HibfEft 308 0) 472,751)  (14,323) (14,323) 14,323 14,323
Borrowings fg (6,471,279) (583,272) (583,272) 583,272 583,272
Total (decrease)/increase S 0RD) /i (510,729) (510,729) 510,729 510,729
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3. FINANCIAL RISK MANAGEMENT (continued) 3. HBEKRERE(ZE)
3.1 Financial risk factors (continued) 3.1 BBEBEEE)
(a) Market risk (continued) (a) TEHEERE)
(i)  Summarised sensitivity analysis (continued) (i) SEELWTHE(E)
Interest rate risk
Fl=ER
-15% +15%
Carrying

amount  Profit Equity  Profit Equity
BREE il B b i

31 December 2009 “EENE+=A=1-H

Financial assets SREE

Cash and cash equivalents B RESZEY 644,030 (291) (291) 291 291

Restricted bank balances RRFIRITE S 342,486 (145) (145) 145 145
Financial liabilities SREE

Borrowings fg3 (2,555,338) 6,903 6,903 (6,903) (6,903)
Amounts due to related parties  JEfTEARE S FIE (306,622) 10 10 (10) (10
Other long term payables HhREERT (704,59) 7,497 7497 (7497)  (7497)
Total increase/(decrease) AREN/(BD) 13974 13974 (13974  (13,974)
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3. FINANCIAL RISK MANAGEMENT (continued) 3. HBEBRERE)
3.1 Financial risk factors (continued) 3.1 HEERBRRAZEE)
(a) Market risk (continued) (a) TWHEERE)
(i)  Summarised sensitivity analysis (continued) (i) SREELTHE(E)
Foreign exchange risk
HERR
-10% +10%
Carrying
amount Profit  Equity Profit  Equity
REE Pyl Es Al Bi
31 December 2009 “EENE+=A=1+-H
Financial assets SREE
Cash and cash equivalents ReRBELZEN 644,030 14432 14432 (14432) (14432
Restricted bank balances RRHRITEEH 342486 2762 2762 (2769 (2,762
Trade and notes receivables EYESETRERE 1,197,067 6,023 6,023 (6023 (6,023
Deposits and other receivables ke kAR
(Note 18) 3 (i 18) 514,308 109 109 (109) (109)
Financial liabilities tRAR
Trade payables ERE ZERN (1725762)  (20,676) (20,676) 20,676 20,676
Other payables () Hib () (724462)  (883) (589 583 583
Borrowings EES (2555,338)  (66,244)  (66,244) 66,244 66,244
Amounts due to related parties JERRRR 2 (306,622)  (2,994)  (2,994) 2994 2,9%
Total (decrease)/increase AR (ED) /& 67.171)  (67,171) 67,171 67,171

(i) Other payables include payables for purchase
of property, plant and equipment, customer
deposits and employee deposits as stated in

Note 23.
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3.

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Creditrisk

The Group has no significant concentrations of
credit risk. The carrying amounts of cash and cash
equivalents, trade and notes receivables, deposits
and other receivables, amounts due from related
parties represent the Group’s maximum exposure
to credit risk in relation to financial assets. The
Group does not have significant credit risks arising
from off-balance sheet items. The Group’s credit
policy for the sales of products is mainly delivery
either on cash or upon receipt of bank acceptance
notes with maturity dates within six months. For
bank and financial institutions, the Group has
policies that deposits are put in reputable banks.
Credit quality of financial assets is further disclosed
in Notes 12, 13, 19 and 41(c) respectively.

(c) Liquidity risk

The liquidity risk of the Group is controlled by
maintaining sufficient cash and cash equivalents,
together with adequate banking facilities.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based on
the remaining period at the balance sheet to the
contractual maturity date. The amounts disclosed
in the table are the contractual undiscounted cash
flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is

not significant.

3.

B ERERE ()

3.1

HBEREE(F)

(b)

()

FERR

REBWESKETHE
ERR B kREEE
W EREBESERRE
& Re REMERERR
K &S BB 5 SR IE R BR T
BERAASEENCRIEET
EERR S BN SER
KFE o AEEWEREE
BERIINEEEENEKN
EERRE - AEEEMY
ENEERREZANK
BIR& s F R L/ EA
NHRITERLERR TS
S o HWRNRTT R & B
B AEENBERERE
HIFHRREEERRTT -
CREENEELEED
B #E MY 5E12 - 13 ~ 194N
41(c) NEE— PR R -

RBETERE

AEENRBE S RARE
BRRARRAEIESSE
BY  AREHRITEE
BRI

TREAEEZREEN
O - MEEBREEHE
HIH ORISR - 2R
BESIABOHMRA
Al e RPBENSEIN
ENRFTRFAERE -
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AFRFETIKN » ZEH
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(c) Liquidity risk (continued)

At 31 December 2010

Borrowings

Interests payments on
borrowings (i)

Trade payables

Other payables

Amounts due to related parties

Finance lease liability

Interest payments on finance
lease liability (ii)

Guarantee for bank borrowings
of a third party

At 31 December 2009

Borrowings

Interests payments on
borrowings (i)

Trade payables

Other payables

Amounts due to related parties

Finance lease liability

Interest payments on finance
lease liability (ii)

Guarantee for bank borrowings
of a third party

BB SR
HibEHIE
FEISREHE 7 500R
REARERE
HREAEZM
971 . (i)
BE=HMRITIER
AR

BB SR

Hfth fET 500E

FEIEHE 7 500R

RERERE

HRERERM
971 . (i)

BE=HMRITER
AR
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3.

Less than
1 year

1R

680,249

448,447
1,682,730
532,069
267,436
209,150

49,166

1,796,481

64,104
1,725,762
724,462
269,218
134,432

68,258

MBEBRERE ()

3.1

PBEREE(F)

(c)

Between Between
1and

2 years
122F

2and
5years

Over
5 years

2Z5% S5FRLE

REBESRRE(E)

Total
At

202,000 3,623,745 1,965,285 6,471,279

428,671 1,166,392 258,556 2,302,066
- 1,682,730

532,069
267,436
553,986

80,871

30,000

5,000 2,555,338

94,793

- 1,725,762

232,066 112,770 =

26,250 5,455 -
- - 30,000

468,826 285,031

22762 7,927 -
- 37,404 -

216,883 353,280 -

41433 23,260 -

30,000

724,462
306,622
704,595
132,951

30,000



3.

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(c)

Liquidity risk (continued)

)

(i)

The interest on borrowings is calculated
based on borrowings held as at 31
December 2010 and 2009 without taking
into account of future issues. Floating-rate
interest is estimated using current interest
rate as at 31 December 2010 and 2009
respectively.

The interest on finance lease is calculated
based on remaining balance of finance lease
liability and the interest rate implicit in the
lease as at 31 December 2010 and 2009.

3.2 Capital risk management

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the

Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

3.

B ERERE ()

3.1

3.2
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‘Unless otherwise stated) For the year ended 31 December 2010

3. FINANCIAL RISK MANAGEMENT (continued) 3. M¥EMER(E)
3.2 Capital risk management (continued) 32 EBEeRBRERE)
Consistent with others in the industry, the Group HEERNHEMAR—H% ~NEH
monitors capital on the basis of the debt-to-capital MeERBEEBEEE AR XER
ratio. This ratio is calculated as total debt divided by BARARN o BIHEEAL KA
the total capitalisation. Total debt includes current and STHBAEBRNAERN - FIHA
non-current borrowings, finance lease obligations and BERRNIERDER @
borrowings from related parties. Total capitalisation EHERERABARIBRK-
includes non-current borrowings, non-current portion of BEERNBIEIEREER @&
finance lease obligations and borrowings from related HEaBEREE A ERMIE
parties and the equity attributable to owners of the mEE D MEBRN AR B R
parent. FE ARRER o
2010 2009
—E-=F —ETNF
Total debt BIRMERE 7,279,223 3,497,274
Total capitalisation RN 14,205,628 8,497,778
Debt-to-capital ratio BIR R s b 51.2% 41.2%
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FINANCIAL RISK MANAGEMENT (continued) 3.

3.3 Fair value estimation

(B SRR FE LB AR TRl s

BERAREE (&)
3.3 AREEMEE

The table below analyses financial instruments carried at

fair value, by valuation method. The different levels have

been defined as follows:

° Quoted prices (unadjusted) in active markets for

identical assets or liabilities (level 1).

° Inputs other than quoted prices included within

level 1 that are observable for the asset or liability,

either directly (that is, as prices) or indirectly (that is,

derived from prices) (level 2).

° Inputs for the asset or liability that are not based

on observable market data (that is, unobservable

inputs) (level 3).

The following table presents the Group’s assets and

liabilities that are measured at fair value at 31 December

2010.

Assets
Financial assets at fair
value through profit or loss
— Trading funds
Available-for-sale financial assets
— Equity securities (Note 15)

Total assets

TREBHEESTRAAE
BEFfENEBIA - TRAH
FEMT :

s KHEEEXRBEERRT
BHRE(CREAR) (F—
&) -

e KBRBEERFE—HRHWHKE
Hh - BENBETEE
i (BIME) s (A
REERE) WAL (5
) e

o WHREBABERMBER
MEENEERB BN
ABR (TR BRNE
ABR(E=4) »

TREJINAEER -_T—FF
TZA=+—REAAEE

ENEERARE -

Level1 Level2 Level3 Total

B E-H  E=R #st
BE
BAREBETEAEES
SIABRENEHEE
-BEE® 131 - - 131
AR ESHEE
— IR AFE S (HIEE15) 51,567 - - 51567
HERE 51,698 - - 51,698
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3. FINANCIAL RISK MANAGEMENT (continued) 3. BXRRERE(E)
3.3 Fair value estimation (continued) 3.3 QRREEMGTE)

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
balance sheet date. A market is regarded as active if
quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, pricing
service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on
an arm’s length basis. The quoted market price used
for financial assets held by the Group is the current
bid price. These instruments are included in level 1.
Instruments included in level 1 comprise liquid reserves
fund classified as financial assets at fair value through
profit or loss and equity securities classified as available-
for-sale financial assets.

The fair value of financial instruments that are not traded
in an active market is determined by using valuation
techniques. The Group has no level 2 or level 3 financial
instruments as at 31 December 2010.

If one or more of the significant inputs is not based on
observable market data, the instrument is included
in level 3. Certain available-for-sale financial assets
measured at cost less accumulated impairment are
disclosed in Note 15.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experiences and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances.

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal to the related
actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year are discussed below.

(@) Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business,
less estimated costs of completion and selling
expenses. These estimates are based on the
current market condition as at the balance
sheet date and the historical experience of
manufacturing and selling products of similar
nature.

RS & E

fhET MA@ B AT - XRIEB
EERNEMERZETHEN G 2
RERBBR THERGEMNERK
EMFe0TRE -

4.1 BEAREHERT RERR

A5 W 8RR AR R R B
He IGMEETEET
E RIGEEBERGERMN
Rl o 1R AR R 8 BT 8 8 B
EHEERRENREEFEL
EXRABO M REER w0
o

() FENITERFE

FENAZ2EFESAE
EBBRETHR/EAEE
A TR B 32
H o ZEMEFTRBENA
AERITIR R EE R #H
EHEERUNERNBE
BT -
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4 CRITICAL ACCOUNTING ESTIMATES AND 4. ARSI LTI RHE (&)
JUDGEMENTS (continued)
41 Critical accounting estimates and assumptions 41 BEREIHEHETRER(E)
(continued)
(b) Impairment of property, plant and equipment (b) Y% BERRERE

The Group reviews property, plant and equipment
for impairment whenever events or changes in
circumstances indicate that the carrying amount
may not be recoverable, in accordance with
the accounting policy stated in Note 2.9. The
recoverable amount of cash-generating unit

BEEABRTEEMHL
HEBENREENENS
TAKEE - REHERIE
IR P 52 2.9 P st 89 & &t
BERBE R ~ BB MK
BER(E - REELEN

(“CGU”) has been determined based on higher of (IReEEEM]) FHK

value-in-use and fair value less costs to sell. EleREEBBREAEER
NABEREENANE
NERREET °

The Group determined that there was an
impairment indication relating to two production
lines of a subsidiary which manufactures
galvanised sheets and cold rolled sheets.
The production lines were identified as CGUs

AEERES —HIERQ
B H) R G 35 A EE SR BEAR
K2 BLAR H) A EE AR IR
BIR - RELEERIE
BERSREELEM

separately.

The Group measured the value-in-use and fair AEEFERGREEER
value less costs to sell by discounting the future AR KGR EREIIR
estimated cash flow deriving from the production AR REGTEFEREBER

lines. These calculations required the Group to
estimate the expected future cash flows from the
CGU and also to apply a suitable discount rate in
order to calculate the present value of those cash
flows.
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4  CRITICAL ACCOUNTING ESTIMATES AND 4. BRI EFTRHEE)
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions 4.1 BRI HET RER(B)
(continued)
(b) Impairment of property, plant and equipment b)) ME BERRERE
(continued) (#)
As at 31 December 2010, the value-in-use and fair NR—_ZE—ZFTF+=A
value less costs to sell were as follows: =+—B: FREERA
NEEBEEKARNT
Fair value
less cost
(RMB million) Value-in-use to sell
AREE
(ARMEBEER) FERER R E KA
Line 1 EER 117.7 122.4
Line 2 FER 2 126.0 135.8
The Group considered that the recoverable NEERAE  AliE 45
amount was the higher of value-in-use and fair JHEREERN A BER
value less costs to sell. The recoverable amount HERAMEPRPHRS
of the production line approximated its carrying o AEGH WG S5
amount (Note 7). ELHBRTE(EAR S (MI5E7) ©
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CRITICAL ACCOUNTING ESTIMATES AND

JUDGEMENTS (continued)

41 Critical accounting estimates and assumptions
(continued)
(b) Impairment of property, plant and equipment

(continued)

If the estimated gross margin in all forecast
years had been 10% lower or higher than the
management’s estimates at 31 December 2010
(for example, 9% or 11% instead of 10%), the
Group would have recognised the impairment as
follows:

Impairment of property, Y - BB KR
plant and equipment
- Line 1 —HERR
-Line 2 —HER2

If the estimated pre-tax discount rate applied
to the discounted cash flows had been 10%
(for example, 9% or 11% instead of 10%)
lower or higher than management’s estimates
at 31 December 2010, the Group would have
recognised the impairment as follows:

Impairment of property, I EN TN
plant and equipment
— Line 1 —HEEFA
- Line 2 —HER2
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4. BRESTHETRAE(E)
41

FAstESHERT RR&R ()

M¥E - BERRBRE
(%)

(b)

B BT 8 TR F E A fh st
FARREEENR T —
TE+-A=+—H%H
B EEHRE SRR 10% (40
9%3%11% * M TE10%) °
AR B SHERREN T

31 December 2010
—F-FFtT=-RA=1+—H
10% Lower  10% Higher
& 10% =10%

R {E

34,618 -
27,532 =

WAREFRBLTEN
EETBREBL AT IR R R B 1R
BER=-_Z—ZF+=A
=+ —BEEHEFHRE
s fm = 10% (120 A 9% 3%
11% + i T 210%) + Al
REBBERBELNT

31 December 2010
—2-25+=A=+-H
10% Lower  10% Higher
£10% =10%

R

- 18,529




Notes to the Consolidate:
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(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

4  CRITICAL ACCOUNTING ESTIMATES AND 4. PBARESTHEFTRMEZ)

JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions 4.1 BRI HETRER(E)
(continued)
() Useful life of the property, plant and (c) V% - BERRZENTME

equipment
Useful life is the period over which an asset is
expected to be available for use by an entity. The

depreciable amount of an asset is allocated on a
systematic basis over its useful life (Note 2.5).

The following factors are considered in determining

the useful life of an asset:

(i) Expected usage of the asset

(i) Expected physical wear and tear

(i) ~ Technical or commercial obsolescence
arising from changes or improvements in

REH

AERFRAEERYA
HERERNER - BEE
MR E SN EAIE A
FHANRRREELETD
e (FH5E2.5) °

HEEBEEENAERFH
B AEBATHEE

) ZEBEEENEHA

iy FEERMIEIERE

iy HEEEZZHIAE
SIS HZIEEE

production, or from a change in the market B EE oh ok AR 75 8
demand for the product or service output of Y 55 Sk B Bf) T 45 5K
the asset Bl sk i % LB

(iv)  Legal or similar limits on the use of the asset

The useful life of an asset is reviewed at each
financial year-end and, if expectations differ from
previous estimates, the change will be accounted
for as a change in an accounting estimate in
accordance with HKAS 8 ‘Accounting Poalicies,
Changes in Accounting Estimates and Errors’.

vy ERZREERHN
EERSIRLIR B

BEMAIERFHREHN
BEERETRE - W7
HAR] 2 R 4F MR B IA AR AE I
MEFT AR - RIBE
EPHeREFER;E
AIESR [EETRR - &
sHERTVE B MERE |
REHERTH—HEFHA
BE o
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

41 Critical accounting estimates and assumptions

(continued)

(d)

Income taxes

The Group is subject to income taxes in
numerous jurisdictions. Significant judgement
is required in determining the regional provision
for income taxes. There are many transactions
and calculations for which the ultimate tax
determination is uncertain. The Group recognises
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the current
and deferred income tax assets and liabilities in the
period in which such determination is made.

4.2 Critical judgements in applying the entity’s accounting

policies

(a)

Distinction between investment properties
and owner-occupied properties

The Group determines whether a property qualifies
as investment property. In making its judgement,
the Group considers whether the property
generates cash flows largely independently of the
other assets held by the Group. Owner-occupied
properties generate cash flows that are attributable
not only to property but also to other assets used
in the production or supply process.
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(d)
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.2 Critical judgements in applying the entity’s accounting

policies (continued)

(@)

(b)

Distinction between investment properties
and owner-occupied properties (continued)

Some properties comprise a portion that is held to
earn rentals or for capital appreciation and another
portion that is held for administrative purposes.
If these portions can be sold separately, the
Group accounts for the portions separately. If the
portions cannot be sold separately, the property
is accounted for as investment property only if
an insignificant portion is held for administrative
purposes. Judgement is applied in determining
whether ancillary services are so significant that a
property does not qualify as investment property.
The Group considers each property separately in
making its judgement.

Impairment of available-for-sale financial
assets

The Group follows the guidance of HKAS 39 to
determine when an available-for-sale financial
asset is impaired. This determination requires
significant judgement. In making this judgement,
the Group evaluates, among other factors, the
duration and extent to which the fair value of a
financial asset is less than its cost; and the financial
health of and short-term business outlook for the
investee, including factors such as industry and
sector performance, changes in technology and
operational and financing cash flow.

4. BREHEERARE)

42 FEREEBESTEROMEGEHEH

(%)

(a)

(b)
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F‘;‘ Otesstorthe C onsolidated Financial Statements

nless otherwise stated) For the year ended 31 December 2010

BUARBTEREN) 8Z_Z-ZF+_A=+-RAI5E

5. SALES AND SEGMENT INFORMATION-GROUP 5. HEERIPER-FKEE
(@ Sales @ EHERE
The Group is principally engaged in the manufacture and AEBFERFLEMEESH
sales of iron and steel products. Sales recognised for BER BE_ZT—ZTFL_
the years ended 31 December 2010 and 2009 are as EENE+_A=+—HIEE
follows: FEMHEEEOT -
2010 2009
—EB-BF —ZETNF
Sales: SHERE -
Gross sales, less discounts SHE AR T
and returns KiRE
— Strips and strip products — A58l K A S AR EE 12,392,818 8,407,665
— H-Section steel products — H Y3 = 9,105,151 7,408,692
— Billets — IR 6,607,863 3,629,525
- Cold rolled sheets and —RELIR R IE R
galvanised sheets 2,047,781 1,143,218
— Others —HAb - 13,080
30,153,613 20,602,180
Less: Sales taxes W SHERIIR (17,895) (13,042)
30,135,718 20,589,138
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5. SALES AND SEGMENT INFORMATION - GROUP
(continued)

(b)

Segment information

The chief decision-maker has been identified as the
management committee, which comprises all executive
directors and top management. The decision-maker
reviews the Group’s internal reporting in order to assess
performance and allocate resources.

Based on these reports, the decision-maker considers
the business from a business perspective. From a
business perspective, the decision maker assesses the
performance of iron and steel and real estate.

(i) Iron and steel — Manufacture and sale of iron and
steel; and

(i)  Real estate — Development and sale of properties.

The decision-maker assesses the performance of the
operating segments based on a measure of revenue and
operating profit. This measurement is consistent with
that in the annual financial statements.

For the year ended 31 December 2010, the properties
of the real estate segment were still under development,
and no sales revenue was recognised.

5. WHEHERIBEH-F&EEH(E)

2 EPEFR

ARBERARACERERR
BREMEATEEAERER
BENMTRES  REAEMN
ARG B H R AR RS DA ERHE X
BERBAMDEER -

REBEZFHRE  RRARED
AREEET - XHAE
REAFHEH0E K EHERR o

() e — B R HEME
58

iy FHE-RERHEHED
o,

REARBIEWARELE
MAHEEEDHBRIR - LAt E
BFEMHRR N -

BE_T—ZFHF+-_A=+—
Etir i E 7 &R EAD
ENERT REHERR -
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1ds tnless otherwise stated)  For the year ended 31 December 2010

5 2 B AREERABN) B2 Tt A=t -ALTHE

5. SALES AND SEGMENT INFORMATION-GROUP 5. HEERSBER -—FKEE(E)
(continued)
()  Segment information (continued) () DEERE)

DEBEETI DRI MR EZ LR
BNEEEE - DHEENR
NEERBRTEREBHEZR
MARBR R RETE - D RFEE
TERREEL MR LHER
B mE BELRE RE
ME - BLEE BERRRK
B TR BEESEIARE
B ENR R REME
WIE - Rt REEE - B
AR 7 TRIR KR BIERIT AR
FEERBREEED -

Segment assets are those operating assets that are
employed by a segment in its operating activities.
Segment assets are determined after deducting related
allowance that is reported as direct offsets in the balance
sheet. Segment assets consist primarily of leasehold
land and land use rights, property, plant and equipment,
investment properties, intangible assets, investment in
an associate, inventories, trade and notes receivables,
prepayments, deposits and other receivables, other
current assets, amounts due from related parties,
restricted bank balances and cash and cash equivalents.

N

Segment liabilities are those operating liabilities that SEEETIDIRLETFEFT

result from the operating activities of a segment. BYHLEEE -

The segment assets and liabilities as at 31 December RZE—ZFF+_A=+—H
2010 are as follows: Mo EERABENT
Iron and steel Real estate Total
ik EHE #ct
Total assets HEE 20,239,503 264,271 20,503,774
Total assets includes: BEERRE
Investment in an associate BN EIRE 10,557 = 10,557
Segment assets for RESBIDIHEE
reportable segments 20,508,774
Unallocated: ROHE :
Deferred income tax assets EEFEHERE 102,018
Avallable-for-sale AHHESRHEE
financial assets 116,172
Financial assets at fair value WAREEFEREE
through the profit and loss SABERNSREE 131
Loan receivable ElE 20,000
Total assets per balance sheet BEABRANBEE 20,742,095
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Notes to the Consolidate:

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

5. SALES AND SEGMENT INFORMATION-GROUP 5. HEERIBER-KEH(E)
(continued)
(b)  Segment information (continued) (o) PEEFR(EE)
Iron and steel Real estate Total
i EHE Foh
Total liabilities FR=l 5,474,963 93,651 5,568,614
Segment liabilties for BENBHHHEE
reportable segments 5,568,614
Unallocated: KOHE:
Current income tax liabilities SHMEHEE 179,033
Current borrowings mENE 680,249
Non-current borrowings EL T 5,791,030
Dividends payable FERRE 3,395
Total liabilities per balance sheet BEABRANBEE 12,222,321

6. LEASEHOLD LAND AND LAND USE RIGHTS-GROUP 6. HELWRIMFERAE-FEE

The Group’s interests in leasehold land and land use rights NEE R E i & 4 i 5 RO #E
represent the prepayment for the operating lease, the net book mIEREHETEMNNKIE  IREREF
value of which is analysed as follows: B T:

2010 2009

= N TRt I

At 1 January w—H—H 73,139 74,790
Additions INE 45,607 -
Amortisation of leasehold land FEE 3 5% 3

and land use rights (Note 30) o PR REHE 5 (P3E30) (1,797) (1,651)
At 31 December nNt+=—A=1+—H 116,949 73,139
As at 31 December 2010, the net book value of leasehold land R-E—ZTF+_A=+—H ' EARN
and land use rights of RMB 23 million (2009: RMB 61 million) S B R RROFE & i e e
was pledged as security for the Group’s borrowings (Note 24). EREREAFEAARK 2308 TL(ZF

THE : AREEBS100E D) (FifzE24) »

The Group’s leasehold land and land use rights are located in REBMEE L+ R+ FE AR
the PRC and the remaining lease period is between 30 years RE - A TEEANFI0FEE456F ©
to 45 years.
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iC afg_d Financial Statements

1ds tnless otherwise stated)  For the year ended 31 December 2010

5 2 B AREERABN) B2 Tt A=t -ALTHE

7. PROPERTY, PLANT AND EQUIPMENT 7. YE- - BERSRE
The Group NEEF
Furniture Leasehold Finance
and improve- leased
Buildings Machinery  fixtures Vehicles  ments CIP machinery Total
HENE HEHE
BF BERE HORE A& £ ERIR e st
At1 January 2009 R=EEhE-R-H
Cost B 2307124 6008373 64343 88078 1,337 654563 800000 10,013818
Accumulated depreciation 2itNE (333541) (1275,004)  (16366) (38573 (910) - (87,557) (1,702,151)
Impaiment A (3716 @08%) (229 (65) - - - (24879
Net book amount SHFE 2050867 4712314 47754 49420 47 654563 762443 8,286,788
Year ended 31 December 2009 HZ-FENF+=A
St-ALEE
Opening net book amount ENEELE 2050867 4712314 47754 49420 47 654563 762443 8,286,788
Addltions e 213202 33971 654 18971 - 636,509 - 1,259,177
Transfer from CIP FRIREA 13472 677650 12897 8578 - (812,606) - -
Disposals (Note 38) A RRY) 820 (6269) 1 @450 - - - (10541
Transfer to CIP fETRE (20,036)  (4,498) - - - 5% - -
Depreciation (Note 30) & (W 30) (113,123 (612803  (12.807)  (15,988) (55) - (90275 (845,051)
Impairment (Note 28) A (HE08) (16829 (47,291 (668 - - - - (64789)
Closing net book amount FREFE 223,733 5103083 53699 575530 32 503000 672,168 8625585
At 31 December 2009 RZEBAETZA=1-A
Cost B 2601122 7040908 83754 110323 1,337 503,000 800000 11,230444
Accumulated depreciation 2itNE (434.844) (1869,679) (29164  (52708)  (965) - (127832 (2515,192)
Impaiment A (0545)  (B8,146)  (891) (85) - - - (89.667)
Net book amount FEFE 223,733 5103083 53699 575530 32 503000 672,168 8625585
Year ended 31 December 2010 HZ-Z-FE+-8
=t-ALEE
Opening net book amount ENEEEE 2235733 5103083 53609 57,530 312 503000 672,168 8,625,585
Adaitions HE 9 7468 2807 10,055 - 330,041 - 350470
Transfer from CIP fRTREN 53080 203,150 9,470 11,073 - (276,489) - -
Disposals and deductions (Note 38) &R & Jost 4 (K& 38) (53) (27881) (27 (3417 - (1132300 - (145.351)
Transfer to CP fERTREEN (7,325) - - - - 135 - -
Depreciation (Note 30) & (HE30) (125,580)  (644,067)  (13.441)  (18,616) (55) - (90,276) (892,035)
Impairment HE - 7,879 - - - - - 1819
Closing net book amount EREEEE 2155480 4,649,632 52018 56,625 317 450584 581,892 7,946,548
At 31 December 2010 R-B-BE+-fA=1-A
Cost A 2736,110 7,201,385 95301 123,840 1,337 450,584 800,000 11,408,557
Accumulated depreciation ZEiTE (560,085) (2491486) (42,392  (67,130)  (1,020) - (218,108) (3,380,221)
Impairment e (20,545 (60,267) (891) (85) - - (81,788
Net book amount HFE 2155480 4649632 52,018 56,625 317 450584 581,892 7,946,548
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Notes to the Consolidate:
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(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

PROPERTY, PLANT AND EQUIPMENT (continued)

The Group (continued)

Depreciation expenses have been charged to the consolidated
income statements as follows:

HEMRA
TTERE M

Cost of sales
Administrative expenses

As at 31 December 2010, the net book value of buildings and
machinery of approximately RMB 175 million (2009: RMB
1,463 million) is pledged as security for the Group’s current
and non-current borrowings (Note 24).

For the year ended 31 December 2010, borrowing costs
amounting to approximately RMB 15 million (2009: RMB 39
million) were capitalised into the cost of property, plant and
equipment at an average capitalisation rate of 6.22% (2009:
6.33%) approximately.

The Directors noted indications that two production lines of a
subsidiary engaged in the manufacture and sales of galvanised
sheets and cold rolled sheets were subject to the impairment
(Note 4.1).

7.

3~ BMERRE(E)

REE (&)

ERAHMBERF MR ER M

T

2010 2009
—E-%F —TThF
867,791 817,218
24,244 27,833
892,035 845,051

—2-2F+-A=t—A EA

AEBERE MIERB B RMER SR
FRERREHREFESOARE

1.75187T
70) (MfEE24) o

=
S

—ETNF  AR¥E14.63

BE-T—TFI-A=t+—HI&

E

EERAHAREA,50087T (=

TTNF : ARK30008 L) ERF
AR R #)6.22% (Z BT R4
6.33%) EXL B - BE K&
BB o

N

RAERTTEIAURET MW

B B B R 518 28 AR EE AN SR AR
Ko % B AR B A EE AR B AT RV E (P 7
41) o

Annual Report 2010 —Z—&44pH 153



iC afg_d Financial Statements

1ds tnless otherwise stated)  For the year ended 31 December 2010

5 2 B AREERABN) B2 Tt A=t -ALTHE

PROPERTY, PLANT AND EQUIPMENT (continued)

The Group (continued)

The Directors reassessed the impairment of the relating assets
as at 31 December 2010.

The recoverable amount of a CGU is determined based
on higher of value-in-use and fair value less cost to sell.
This calculation of fair value less cost to sell pre-tax cash
flow projections based on financial budgets approved by
management covering a ten-year period. Cash flows beyond
the ten-year period are extrapolated using the estimated
growth rates stated below. The growth rate does not exceed
the long-term average growth rate for the galvanised sheets
and cold rolled sheets business with which the CGU operates.

The key assumptions used for value-in-use calculations are as
follows:

Gross margin FEF=
Growth rate 18 E &
Discount rate HIA =

Management determined the budgeted gross margin based
on the past performance and their expectations for the market
development. The weighted average growth rates used are
consistent with the forecasts included in the industry report.
The discount rates used are pre-tax and reflect the specific
risks in associate with the relevant segments.
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Notes to the Consolid@céh

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR - FE LB AR TRl s —

7. PROPERTY, PLANT AND EQUIPMENT (continued) 7. WE- - BERREE)
The Company AN A
Furniture
and
fixtures Vehicles Total
WARE AE @5t
At 1 January 2009 R-BENF-A—-H
Cost BR 801 2,179 2,980
Accumulated depreciation ZiINE (507) (1,436) (1,943)
Net book amount REHE 294 743 1,087
Year ended 31 December 2009 HZ_-ZEZEHhE+-A
=t-HLEE
Opening net book amount FOEREFEE 294 743 1,087
Additions NE 34 - 34
Disposal RE (1) (12) (13)
Depreciation nE @7) 179 (276)
Closing net book amount FREmFE 230 552 782
At 31 December 2009 N-BBAE+=-A=1+—-A
Cost BAR 826 2,165 2,991
Accumulated depreciation 2EE (596) (1,613) (2,209)
Net book amount REFE 230 552 782
Year ended 31 December 2010 #HZ—-F—-FF+_f
=t—BLEFE
Opening net book amount EYRERE 230 552 782
Additions NE 2 622 624
Disposal RE = (28) 28)
Depreciation neE (81) (197) (278)
Closing net book amount FREmFE 151 949 1,100
At 31 December 2010 R-E-ZF+-A=1+-H
Cost R 828 2,760 3,588
Accumulated depreciation 2:E 677) (1,811) (2,488)
Net book amount HRENFE 151 949 1,100
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For the year ended 31 December 2010

: ﬁammﬁ@zn BE-T-TG+_A=t—AILEE

8. INVESTMENT PROPERTIES 8. REYXE
The Group A&
The investment properties are located in the PRC and their net WEMEMAF R - ZEEEFED
book value are analysed as follows: W
At 1 January 2009 R-EZEhF—HA—H
Cost (%N 21,985
Accumulated depreciation ZEE (3,585)
Net book amount REFE 18,400
Year ended 31 December 2009 BE-ZZNF+-A=1-HLEE
Opening net book amount FUREFE 18,400
Depreciation (Note 30) & (Mz£30) (809)
Closing net book amount FREEHE 17,595
At 31 December 2009 RZBZRE+ZA=+-H
Cost A 21,985
Accumulated depreciation ZENE (4,390)
Net book amount Em3E 17,595
Year ended 31 December 2010 BE-2-ZF+-A=1t-HLEFE
Opening net book amount FOREHE 17,595
Depreciation (Note 30) & (FI7E30) (806)
Closing net book amount FREmFE 16,789
At 31 December 2010 R=B-BF+=-A=+-H
Cost %N 21,985
Accumulated depreciation REE (6,196)
Net book amount BHFE 16,789
For the year ended 31 December 2010, rental income arising HEZZZSF+-A=T—HIEF
from the investment properties amounted to RMB 1.31 million B REVMEFMEANHESBRARA
(2009: RMB 1.87 million) (Note 29). RE1IBT(ZZEZNE : AR

187 8B7L) (MzE29) °

As at 31 December 2010, the Directors of the Company RZE—ZFTF+_A=+—H' 'K

assessed the fair value of the investment properties to be NAEEREBEERKERMIGENE

approximately RMB 49.4 million based on the prices in the BEBEBREMENLOABEOAR

active market (2009: RMB 38.4 million). BA440BTL(ZZETNF : AR
3,84087T) °
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9. INTANGIBLE ASSETS-GROUP 9. EBEEE-F£H
Software Goodwill Total
B4 (GRS st
At 1 January 2009 R-EBEZhF—HA—H
Cost AR - 7,667 7,667

Accumulated amortisation  ZEH#ESE RRE
and impairment - - -

Net book amount BREFE - 7,667 7,667
Year ended 31 BE-ZZNF

December 2009 +ZA=+—HLEE
Opening net book amount FRREFE - 7,667 7,667
Impairment (Note 28) FE (BT 28) = (7,667) (7,667)

Closing net book amount FREEEFE - n N

At 31 December 2009 R-BZEhFE+=-A=+—H

Cost AR - 7,667 7,667
Accumulated amortisation 2 ETEESY K& EE

and impairment - (7,667) (7,667)
Net book amount BREFE — s -
Year ended 31 BE-E—Z&

December 2010 +=ZA=+—HLEE
Opening net book amount 4R EEE - - =
Additions NE 49 - 49
Amortisation (Note 30) #5H (FI3E30) (13) = (13)
Closing net book amount FREEEFE 36 - 36
At 31 December 2010 HN-—ZE—=H5+_-_A=+—H
Cost D% 49 7,667 7,716
Accumulated amortisation ~ ZEtHEESY XRE

and impairment (13) (7,667) (7,680)
Net book amount BRI HE 36 - 36
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nless otherwise stated)

For the year ended 31 December 2010

B NREFEABE) BZ-2-TF+_A=t—ALFE

10. INVESTMENTS IN AND LOANS TO SUBSIDIARIES - 10. MBARKRERER —AXAQF
COMPANY
(@ Investments in subsidiaries @ MBARHRE
2010 2009
—EB-FF ZZETNF
Unlisted investments, at cost JEETIRE (B AN) 433,100 382,121
The subsidiaries at 31 December 2010 are as follows: RZE—ZEF+=RA=+—H
MEBATT :
Percentage of
equity interest Issued
Place and date attributable and fully Authorised
Name of incorporation Legal status to the Group paid capital capital  Principal activities
AEEELRR
&8 HREIHERAH EETRER BAlt  BEORERRE EERE  TZER
Gold Genesis Development British Virgin Islands Limited liability 100% US$1t US850,000  Investment holding
Limited (‘Gold Genesis’) ("BWI") company (Directly held)
21 February 2003
(Gold Genesis Development EBERREE BREMLA 100% 1% 50005 REEH
Limited (| Gold Genesis])  ([XB&RREE]) (ERHE)
“EE-F-f-1-H
(Good Lucky Enterprises BVI Limited liability 100% US$1 US$50,000  Investment holding
Limited (‘Good Lucky’) 21 February 2003 company (Directly held)
Good Lucky Enterprises REEARES BRAAT 100% %7 50000 HEER
Limited ([ Good Lucky ) “ER=E-f-t-A (ERHE)
First Glory Services Limited BVI Limited liabilfty 100% USS2 US850,000  Investment holding
(‘First Glory") 16 October 2008 company (Directly held)
First Glory Services Limited HERARAES EREMAT 100% 2ET 50000 HRBER
([First Glory ) S o e (E855)
Accorapower Investments BVI Limited liabilfty 100% USS2 US850,000  Investment holding
Limited (‘Accordpower’) 30 November 2004 company (Directly held)
Accordpower Investments RERBRHE AREEAR 100% 25T 50000 KELR
Limted ([Accordpower) ~ —BEME+—F=1H (E%5E)
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10.

Notes to the Consolidate:

(Allamounts in RMB thousands unless otherwise stated)

(B SRR - FE LB AR TRl s —

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(@ Investments in subsidiaries (continued)

Name

R

Fullhero Investments
Limited (‘Fullhero’)

Fullhero Investments
Limited ([ Fulhero )

Hebei Jinxi Iron and Steel
Group Company Limited
(Jinxi Limited)

MRS RROERAR
([z@EmE])

Foshan Jin Xi Jin Lan Cold
Rolled Sheet Company
Limited (*Jinxi Jinlan’)

=i JEE
BRAR
([zEeR))

Oriental Fullhero Leasing Co.,
Ltd (*Shenzhen Leasing’)

RAAERERRAA
([RyRE])

Hebe Jinxi Section Steel
Company Limited
(*Jinxi Section Steel’)

ML ERRRER A
(TR

Jinxi Hong Kong Trading
Company Limited
(*HK Trading’)
ERESELIERAR
i)

Place and date
of incorporation

AMELBER RS

BVI

3 May 2006
ABEARES
“ETR%RA=H

PRC
24 December 1999

B
—NANE
+ZA=1EA

PRC
26 December 2003

B
“3%%

+=A=t/A

PRC

23 September2005

GlEd
ZEEREAAZTZR

PRC
30 May 2008

hE
“EZ\FRA=1A

Hong Kong
27 October 2008

Bk
“EENEHA-HA

Legal status

EELRER

Limited liability
company
BREAAT

Joint stock company
with fimited liabiity

RBRAELA

Limited liability
company

BREFAR

Limited liability
company
BREMAR

Limited liability
company

=)

ARRMAR

Limited liability
company

ARRMAT

Percentage of
equity interest
attributable

to the Group
AEERLES
BAk

100%
(Directly held)
100%
(E#HE)

97.6%
(Indlrectly held)

97.6%
(RiRA)

80.28%
(Indlrectly held)

80.28%
(RiRA)

100%
(Indlrectly held)
100%
(FEsE)

78.08%
(Indlrectly held)

78.08%
(RirA)

97.6%
(Indlrectly held)

97.6%
(RirA)

.

10. MBARRERER - RQH(E)

(@)

Issued
and fully
paid capital

BRTRAERE

Us$2

ESH

RMB228,640,000

AEH
228,640,007

US$55,150,000

55,150,000%70

1S$65,000,000

65,000,000%70

RMB350,000,000

ARE

350,000,0007c

HK$38,770,501

38,770,501 T

MEARIRE (&)

Authorised
capital

EERK

US$50,000

500007

RMB228,640,000

AEK
22864000070

US$55,150,000

55,180,000 %70

US$65,000,000

65,000,000 %70

RMB350,000,000

AE#

350,000,007t

HK$80,000,000

80,000,000

Principal activities

IERE

Investment holding

RAZR

Manufacture and sales
of iron and steel products

TERHERAED

Manufacture and sales
of steel products

TERHERAER

Leasing and financial leasing

G

Manufacture and sales
of steel products

FEREEREER

Import and export of goods

dufu} 4
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10.

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(@ Investments in subsidiaries (continued)

Name

R

Suifenhe City Jinyin Trading
Co,, Ltd. ("Jinyin Trading’)

GRAmERE HARAR
(M2HE5)

Hebel Jinxi Iron and Stegl
Group Zhengda lron
and Steel Co., Ltd.
(‘Zhengda Iron and Stee’)
EplA=Fif il a2
BRAR
([EE])

Tangshan Fengrun
Qu Tong Yuan Trading
Gompany Limited
(Tong Yuan Trading’)
ElmeRREEEE
BRAT
(TEEER)

Heboei Jinxi Boyuan Real
Estate Co,, Ltd.
(‘Boyuan Real Estate”) ()

M RRBERHE
REARAT
(MBEEHE])

Clear Precision Limited
(“Clear Precision” (i)

Clear Precision Limited
([ Clear Precision] ) i)

Place and date
of incorporation

AMALBAR A H

PRC

24 September 2008
i

2T \ENAZTER

PRC
19 December 2008

b
“B3\F
TZAthA

PRC
22 May 2009

i
“EENE
il =

PRC
17 December 2009

i
“EENE
TZA+tA

BYI

22 July 2010
RBRARES
“3-%F
tA=+=H

Legal status
EETRRA
Limited liability

company
BREAAT

Limited liability
company

BREEAR

Limited liabilfty
company

Limited liabilfty
company

BRALD

<]

Limited fiability
company

BRALAA

Percentage of
equity interest
attributable

to the Group
FEERLES
BAk

97.6%
(Indlrectly held)
97.6%
(FEHE)

69.3%
(Indlrectly held)

69.3%
(BH%)

69.3%
(Indlrectly helo)

69.3%
(BEHA)

58.56%
(Indlrectly helo)

58.56%
(BEHA)

100%
(Directly held)
100%
(BERHR)
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10. MBARRERER - RDH(E)

(@)

Issued
and fully
paid capital

BRTRAERE

RMB10,000,000

ARE
10,000,0007¢

RMB50,000,000

ARH
50,000,007

RMB100,000

ARH
1000007

RMB100,000,000

ARH
100,000,000

US$2

VEID

B

Authorised
capital

EERA

RMB10,000,000

ARE
10,000,0007

RMB50,000,000

AER
50,000,007

RMB100,000

ARR
10000070

RMB100,000,000

ARR
100,000,007

US$50,000

50000%7C

A& (&)

Principal activities

IEXE

Import and export of
goods and technology

EHNENRAN

Manufacture and
sales of steel products

LERSE
FEER

Purchase and sale of
ferrous metal and coke

HERELE
RER

Development and
sales of real estate

ARREE
BiE

Investment holding

REER



10.

Notes to the Consolidated Fi

(Allamounts in RMB thousands unless otherwise stated)

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(@ Investments in subsidiaries (continued)

Name

R

Beijing Jinxi Investment
Holding Co., Ltd.
(‘Befing Jinxi Investment’) ii)
TRERRERRARAR
(AR E | i

Origntal Evertrust Finance
Leasing Co. Ltd.
(‘Oriental Evertrust’) (iv

RAEERERERRAR
([RAREDM

Oriental Green Energy-Saving
Environmental Protection
Engineering Co., Ltd
(‘Oriental Green’) (v)

RBRGRRIE
BRAR(RAER]) W)

Hebei Jinshun Energy-Saving
Technology Development
Co., Ltd (*Jinshun
Energy-Saving’) (v

I RIRER R RIS
BRI (IBER ]) v)

Place and date
of incorporation

AMELBER RS

PRC
26 August 2010

hE

~3-Bk

—< %

NAZTRA

PRC
27 September 2010

hE

“3-%%

NAZTtA

PRC
20 October 2010

hE

~3-Fk

-7 %

tA=tH

PRC
17 November 2010

48

“3-%%

t-AttH

Legal status

EELRER

Limited liability
company

BREFAR

Limited liability
company

BREEAR

Limited liability
company

BRELAT

)

Limited liability
company

BRELAT

=)

Percentage of
equity interest
attributable

to the Group
AEERLES
BAk

97.6%
(Indlrectly held)

97.6%
(FEsE)
100%
(Indlrectly held)
100%
(FEsE)

97.6%
(Indlrectly held)

97.6%
(RiRA)

97.6%
(Indlrectly held)

97.6%
(RiRA)

(B 1REA5N « AiTE £ M AARBTTTRE D dls —

10. MBARRERER - RQH(E)

(@) MBRRRE(E)

Issued
and fully Authorised
paid capital capital
BETRERRA EERA

RMB60,000,000  RMB60,000,000

ARE
60,000,007

AE#
60,000,0007C

US$200,000,000  US$200,000,000

200,000,000 200,000,000
ey X

RMB50,000,000  RMB50,000,000

ARE
50,000,007

AE#
50,000,000

RMB100,000,000  RMB100,000,000

AE#
100,000,000

ARE
100,000,000

Principal activities

IERE

Investment holoing

RAZR

Financial leasing and leasing

SHEERES

Environmental Protection
Engineering

Research and development on
recycling and energy-saving
technology and other
recycling business

e RR RERAR A
REMBEEHR
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id atgd Financial Statements

ds tnless otherwise stated)  For the year ended 31 December 2010

ABMEEEBE) B=-T-TFt-A=t—AILFE

10. INVESTMENTS IN AND LOANS TO SUBSIDIARIES - 10. MIBARRERER —AXAR (&)
COMPANY (continued)
@@ Investments in subsidiaries (continued) @ MWBRAEE (&)
Percentage of
equity interest Issued
Place and date attributable and fully Authorised
Name of incorporation Legal status to the Group paid capital capital  Principal activities
FEERLES
&R ARKILERAH EEETREN Bl EEARARRA EERE  TEEH
Beiing Jinxi Boyuan Real PRC Limited liability 97.6%  RMB100,000,000 RMB100,000,000  Development and sales
Estate Co., Ltd (‘Beiing 18 November 2010 company (Indlrectly held) of real estate
Real Estate’) (vi)
IrEERERHERE hE BREMAA 97.6% AR® ARE  FHEREERME
BRAR(ERERE) M) —T-3% (EHE) 100,000,007t 100,000,000
t=AtAR
China Origntal Singapore Singapore Limited liabiltty 100% US§1  Notapplicable  Trading of iron ore and
Pte. Ltd. (‘China Oriental 29 November 2010 company (Indlrectly held) related products
Singapore’) (vii)
China Oriental Singapore s BREMAR 100% 151 MR BEARRREEER
Pe.Ltd. ([ChinaOriental ~ =F—%% (HEEE)
Singapore]) (il +—AZtNR
()  Asat 1 January 2010, 100% of equity interest of ) RZTE—ZFF—H—H"
Boyuan Real Estate was held by Jinxi Limited. Jinxi EEHE A R E
Limited entered into a share transfer agreement #9100% 1 2= © )3 74 & 85
with Mr. Wang Zhihong. Pursuant to the share BAF RAT AR — AR
transfer agreement, Jinxi Limited disposed 40% of MeEEpE - BEBEZRHN
equity interest of Boyuan Real Estate on 1 January EE = RAMEN
2010 at a consideration of RMB 40 million. T-TF-F—HMURK
BAR®K4000ETEREE

40% ERF hERE

(i)  Clear Precision was incorporated on 22 July 2010 (i)  Clear Precision HZAAAF]
by the Company solely. The paid-in capital of Clear RZZE—ZFF+LA=+=
Precision is USD 2. H & & X 37 © Clear

Precision BRI A 52
ETT
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10.

Notes to the Consolid@céh

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(@)

Investments in subsidiaries (continued)

(i)

(v)

(vi)

(vii)

Beijing Jinxi Investment was incorporated on 26
August 2010 by Jinxi Limited solely. The paid-
in capital of Beijing Jinxi Investment is RMB 60
million.

Oriental Evertrust was incorporated on 27
September 2010 by Clear Precision solely. The
paid-in capital of Oriental Evertrust is USD 200
million.

Oriental Green was incorporated on 20 October
2010 by Beijing Jinxi Investment solely. The paid-
in capital of Oriental Green is RMB 50 million.

Jinshun Energy-Saving was incorporated on 17
November 2010 by Jinxi Limited solely. The paid-
in capital of Jinshun Energy-Saving is RMB 100
million.

Beijing Real Estate was incorporated on 18
November 2010 by Jinxi Limited solely. The paid-
in capital of Beijing Real Estate is RMB 100 million.

10. MBARRERER - RQH(E)

(@)

MEARIRE (&)

(i)

(v)

(vi)

(vii)
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id 'e:d_ Financial Statements

ds'tnless otherwise stated)  For the year ended 31 December 2010

e 2 B AARIETIE i8) BE_T-ZFEt_A=t—-HILFE

10. INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(@ Investments in subsidiaries (continued)

(viii)  China Oriental Singapore was incorporated on 29
November 2010 by Fullhero solely. The paid-in
capital of China Oriental Singapore is US$ 1.

(ix)  During the year ended 31 December 2010, Qianxi
County Jinxi Yunda Transportation Co., Ltd.
(“Yunda Transportation”), a former subsidiary
of the Group, ceased operations and has been
liquidated.

(x)  As at 1 January 2010, Jinxi Limited held 60%
of equity interest of Ping Quan County Jinyin
Charging Co., Ltd (“Jinyin Charging”), which was
accounted as a subsidiary of the Company. Jinxi
Limited entered into a cooperation agreement
(the “Cooperation Agreement”) with Mr. Du Chun,
minority shareholder of Jinyin Charging on 6 April
2010. Pursuant to the Cooperation Agreement,
from the date of the Cooperation Agreement to
5 April 20183 (the “Grant Period”), Jinxi Limited
conveyed to Mr. Du Chun all the voting rights
on the financial and operating policies of Jinyin
Charging.

Pursuant to the Cooperation Agreement, Mr. Du
Chun is exclusively entitled to the profit and net
assets accumulated by Jinyin Charging during
the Grant Period. As a return, Mr. Du Chun pays
an annual contracting fee of RMB 2 million for
three years, which is to be allocated among Jinyin
Charging’s shareholders according to their equity
percentage.

164 China Oriental Group Company Limited 12 3 5 45 [ ¥ e A LA )

10. MBARRERER - RDH(E)

(@)

MEARIRE (&)

(viil)

()

China Oriental Singapore
M FullheroR=ZFE—ZTF
+T—AZ+tNABBEF
fit B¢ 3Z ° China Oriental
Singapore BB AR A 4 1
ETT o

REEZZT—TF+=H
=t+—RHLFE " ~&E
BIFY B A RB A G%IEE
EBHARAR ([ EEE
B RIEEBIHESE -

WZZT—ZFF—H—H"
MBI T RFEER
ERBRAR(ERE
%) 60% #Ea - WIEARA
RNAIZMBAR - R=F
—Z=FMANA - 27
SR IRIE R A D BARR
MELEET—DEIER
= ([&ERZR] - BEE
EW% - a1z A
BE—FT—=FAHH
(M4 T EAfE D) - R PasHE
R T E LA ERER
BB R & B BUR ) 2 80 4%

= -

REZE FiE - HHE
AERRTHEBEERRE
RIER R RFE
E-HEAEE=FFE
FXNEHEARK200
BLEnms® - Rigfgs
e Bl 53 B2 T 02 SR 48 R IR
o



10.

INVESTMENTS IN AND LOANS TO SUBSIDIARIES -
COMPANY (continued)

(b)

Loans to subsidiaries

Loans to subsidiaries form part of the Company’s net
investment in the PRC subsidiaries.

The loans to Jinxi Limited amounting to US$ 106.7
million (RMB 706.6 million equivalent) are unsecured
and have a repayment term of 20 years, which bear
interest at a rate of 8% per annum from 1 July 2010.
The Directors have resolved that these loans will not be
settled upon maturity and regarded these loans as part
of the Company’s net investment in Jinxi Limited.

The loans to Jinxi Jinlan amounting to US$ 51 million
(RMB 337.8 million equivalent) are unsecured and have a
repayment term of 7 years, which bear interest at a rate
of 7% per annum from 16 November 2010.

The rest of these loans to subsidiaries amounting to RMB
3,091.2 million are unsecured, interest-free and with no
fixed terms of repayment.

10. MBARRERER - RQH(E)

MEBARER

B AR ERERARBRH
BB R R A F A — &b ©

RTINS M ERR1.067 B3ETT
(FBERARE7.066 BIT) B
|| EFXHARE20F 2%
—ZFE+A—BilRIR8sbNEF
Kir B - BREFRE  Z5E
FEAT DI EAREE - mASE
BARQREEFAMEERE
SFREH—E5 o

RS HIREMERAES,100
BET(HERARK3.378(E
L) REEIE . BREAT
F BT —ZF+—A+RX
AR 7% MEFELTE °

ZEHMBRARNETRBEAR
#30.912 BB REER 2
B NEBEEERS -
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— =Notassto"thic Consolidated Financial Statements

nless otherwise stated) For the year ended 31 December 2010

B NREFEABE) BE-2-TFt_A=t—ALFE

11. INVESTMENT IN AN ASSOCIATE - GROUP 11. BEQAFRE-KREE
2010 2009
T ZZETNF
At 1 January n—HA—H 10,297 10,120
Acquisition of an associate (i) U B% — B = 2 | (i) 14,674 =
Share of results of associates (Note 38) FE(E &= (F1FE38) 191 177
Transfer to available-for-sale financial asset EHEZEAtHESRMEE (14,605) =
At 31 December »mt+—A=+—H 10,557 10,297
The information of the unlisted associated company at 31 FELEMBERAN T —ZTF+ A
December 2010 is as follows: —t+t—HHERWOT :
Percentage of
Place and equity interest
date of attributable
Name incorporation  to the Group Assets Liabilities Revenues Net profit
EMRIGHR  AEEERE
£18 HE BEZEDH EE &fs WA PR
Qianxi County PRC 35% 145,299 114,757 88,694 743
Zhongxing Iron 21 May 2002 (indirectly held)
Mine Co., Ltd.
(“Zhongxing Iron Mine”)
BRGT R H 35% 145,299 114,757 88,694 743
BRAH “TE-F (A&HE)
([HhEREE]) TA=-1+—-H
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11. INVESTMENT IN AN ASSOCIATE - GROUP (continued)

)

Pursuant to a capital contribution agreement dated 10
March 2010, Jinxi Limited, Qianxi County Hui Yin Trading
Company Limited (“Hui Yin”) and Qianxi County Longba
Charging Company Limited (“Longba Charging”)’s
existing shareholders agreed to reorganise Longba
Charging into a joint venture company by introducing
new capital contribution of RMB 14,673,913 and RMB
2,934,783 from Jinxi Limited and Hui Yin respectively,
and further capital contribution of RMB 9,000,000 from
Longba Charging’s existing shareholders. After the
completion of capital contribution, Jinxi Limited, Hui Yin
and Longba Charging’s existing shareholders will own
45%, 9% and 46% of equity interest of Longba Charging
respectively.

On 26 September 2010, Jinxi Limited entered into
a cooperation agreement for the period of one year
with Mr. Du Chun, one of the shareholders of Longba
Charging. Pursuant to the cooperation agreement, Jinxi
Limited conveyed to Mr. Du Chun all the voting rights on
the financial and operating policies of Longba Charging
for the consideration of RMB 3,870,000.

In the opinion of the directors of the Company, the
Group cannot exercise any significant influence on this
company and hence has classified these companies as
available-for-sale financial assets of the Group.

From the date of capital contribution to 26 September
2010, the Group has recognised share of loss of Longba
Charging amounting to RMB 68,557.

11.

BENRRE-AKE(E)

U)

BERZZE—ZF=A+HF]
imﬁﬁﬁk%myiﬁm
# BEZERIZEERAA
(MERD REEZREBERS
RAR([EFEL]DRERR
FAEKEFEHEHEAK —BE
NI 1 1 W= ik ik
RER T E AR 14,673,913
TR AR 2,034,783 + LA K
EHRBERBRERT#E—PHE
AR#9,000,0007T ° #E e
& EFEE - ERRERE
HMIRERREDRIFHEERE
B 45% ~ 9% K 46% HORRAE -

RZZE—ZTFhLA=+XB"
TS EEBEANRE
—HHFEEETL—FHEED
& BESIERZE  2AEME
Mttt B EERETEL O
BRCEBRNMBIRERE -

REABAR3,870,0007T °

AATEERA  ARETH
AR T EEAEATE

AtE#ZERARDER/AE
BA L ESREE
BIERHEE_T-TFh

ﬂ_+AE’$$@Eﬁ%%
FIER E(LEE A RE68,557

7T|:o
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For the year ended 31 December 2010
—F-FE+_A=t-BIEE

12. FINANCIAL INSTRUMENTS BY CATEGORY - GROUP 12, @RI A (RER) - FEERER

AND COMPANY al
The Group RE
Assets  Available-
at fair value for-sale
Loans and through financial
receivables  profit or loss assets Total
BAREE
Gp1:!
ERR HEFHHA HEE
EWER BRRNEE SREE @t
Assets as per consolidated AHEESERAITNEE
balance sheet
As at 31 December 2010 R-E-ZE+-A=+-H
Available-for-sale financial A EESRER (i 15)
assets (Note 15) - - 116,172 116,172
Trade and notes receivables (Note 17) FEWE 5 R R E1& (HizE17) 3,524,441 - - 3,524,441
Deposits and other receivables EeREMERIRS
(Note 18) (Kt=£18) 253,862 - - 253,862
Financial assets at fair value BAREESERESBTA
through profit or loss BRERNEREE - 131 - 131
Amounts due from related FEURERR A 5008 (MisE 41(c)
parties (Note 41(c)) 999,590 - - 999,590
Loan receivable EWRER 20,000 - - 20,000
Restricted bank balances (Note 19) 2RI 1744 (Fi3E19) 159,945 - = 159,945
Cash and cash equivalents (Note 19) B£&RE&%EY (K 19) 2,223,245 - - 2,223245
Total act 7,181,083 131 116,172 7,297,386
As at 31 December 2009 R=ZENF+=-A=1—A
Avalable-for-sale financial A E SR ERE (i 15)
assets (Note 15) - - 96,148 96,148
Trade and notes receivables KB T REE (FE17)
(Note 17) 1,197,067 - - 1,197,067
Deposits and other receivables e REA KRR
(Note 18) (HizE18) 514,308 - - 514,308
Financial assets at fair value BAABEEERETTA
through profit or loss BRRNSREE - 144 - 144
Amounts due from related FEN B 0 (TR 41(0)
parties (Note 41(c)) 364,196 - - 364,196
Restricted bank balances (Note 19) XBHIRTER (FiEE19) 342,486 - - 342,486
Cash and cash equivalents (Note 19) B4 RIS ZEW (izE19) 644,030 - - 644,030
Total o=t 3,062,087 144 96,148 3,158,379
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The Group (continued)

Liabilities as per consolidated

balance sheet
As at 31 December 2010
Trade payables (Note 22)
Other payables
Borrowings (Note 24)

Other long-term payables (Note 25)
Amounts due to related parties (Note 41(c))

Total

As at 31 December 2009
Trade payables (Note 22)
Other payables
Borrowings (Note 24)

Other long-term payables (Note 25)
Amounts due to related parties (Note 41(c))

Total

12. FINANCIAL INSTRUMENTS BY CATEGORY - GROUP
AND COMPANY (continued)

AHEERERATNAR

R=2-2F+=-A=1-H
LB AGE)

Hitt AR

(EEAGEPLY
Hfth R A PEA R (BifaE 25)
FEA B 5 R08 (M 41(c))

NEVESAIERR)
Hh IR

I (BizE24)

Ho A R HAE (30 (Pt 25)
T B 75 2E (R 41(0))

ir:=

12,

TRMIARER) -FRERER
8 (#&)

EE (&)

Financial
liabilities
measured at
amortised cost
REBHERATEZ
SRAE

1,682,730
472,751
6,471,279
553,986
267,436

9,448,182

1,725,762
724,462
2,655,338
704,595
306,622

6,016,779
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AND COMPANY (continued)

The Company

Assets as per company balance sheet AT EEEERFIRERE
As at 31 December 2010 R-B-FBF+=A=+-H
Available-for-sale AHLESRER (FE15)
financial assets (Note 15)
Deposits and other receivables e RHMERR
(Note 18) (K&E18)
Financial assets at fair BANEEEAEEHHA
value through profit or loss BRRNeREE
Restricted bank balances (Note 19) S RR#I4R1T 4584 (HizE19)
Cash and cash equivalents (Note 19) B4 RELZEY (H3E19)

Total @t
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12. FINANCIAL INSTRUMENTS BY CATEGORY - GROUP 12,

ERT A (ZRER) - AEERERQ

B (#&)
PIN/NC]
Assets  Available-
at fair value for-sale
Loans and through financial
receivables  profit or loss assets Total
BRAREE
2R
e HEHTA e
ERER BRRWEE SREE st
- - 51,567 51,567
47,127 - - 47,127
- 131 131
26,330 - - 26,330
1,339,605 - - 1,339,605
1,413,562 131 51,567 1,465,260




Notes to the Consolidated

e

(Allamounts in RMB thousands unless otherwise stated)

(% SIS A & B R TR = =

12. FINANCIAL INSTRUMENTS BY CATEGORY - GROUP 12, €@ T E(RER) -XEERED
AND COMPANY (continued) (&)

The Company (continued) PiN/NCINE=))

Assets Available-

at fair value for-sale
Loans and through financial
receivables  profit or loss assets Total
BAAEE
;2R
ERR HEBHA AHREE
ERER BRRNEE SREE w5t
Assets as per company balance sheet ~ ARIAEBERFITARE
As at 31 December 2009 RZZEENF+-A=1+—H
Avallable-for-sale A ESREE (M 15)
financial assets (Note 15) = = 96,148 96,148
Deposits and other receivables (Note 18) &4 K E BT (Hf:E18) 1,094 = = 1,094
Financial assets at fair BAREEEEEZEEHA
value through profit or loss BaikNeREE - 144 - 144
Amounts due from related parties JE U BaRs TR 6,592 - - 6,592
Restricted bank balances (Note 19) SREIRITEE (FH3E19) 25,107 - - 25,107
Cash and cash equivalents (Note 19) B4 RESZEY (K3E19) 124,164 = = 124,164
Total @t 156,957 144 96,148 253,249

Financial liabilities
measured at amortised cost

REBHERATE
ZEmaRs
Liabilities as per company balance sheet AFEESBERMTEE
As at 31 December 2010 R-E-S&+-A=1—H
Trade payables (Note 22) FEfE 5 8RR (Mt 22) 164,862
Borrowings (Note 24) B (fizk24) 5,544,030
Total Faby 5,708,892
As at 31 December 2009 RZZEZNF+-_A=1—H
Trade payables (Note 22) B8 SR (iFE22) 177,776
Borrowings (Note 24) faaR (MzE24) 159,903
Amounts due to related parties [E{S R 7 500R 29,937
Total 4E=t 367,616
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13. CREDIT QUALITY OF FINANCIAL ASSETS 13. SRIEENEERR

The credit quality of financial assets that are neither past due WARBETNE A REN S RMEENE
nor impaired can be assessed by types of the financial assets BRI RS REERR - WEE
and by reference to historical information about counterparty BRE HH /R L B 2 B RETTET
default rates. The Group categorised the trade and notes o AEBEBEKE FERLEEM
receivables and loan receivable as follows: EWE R ENT -
o Group 1 - Bank acceptance notes o FEHE-RITANEE
e Group 2 - Trade and notes receivables and loan e FIBE-BUBTEERIH
receivable due from customers with no defaults in the NEPHWEZERRZBRNE
past WEK
e Group 3 - Trade and notes receivables and loan e F-HR-REYBEBHIBHERXR
receivable due from customers with some defaults in the RN EPNESEREREERE
past MU E K
Trade and notes receivables and loan receivable FEW B 5B R E B E R E R
2010 2009
—T-TF —ETNEF
Group 1 £—8 3,447,559 1,078,962
Group 2 £_f 96,882 118,105
Group 3 E=H = -
3,544,441 1,197,067
The credit quality of ‘Available-for-sale financial assets’, AEE[AHEEEREE]  [Ee
‘Deposits and other receivables’ and ‘Amounts due from RE U AR SR R [ e U A S 75 K
related parties’ of the Group is disclosed in Notes 15, 18 and B MEERRS BIRHE1S - 18 &
41 (c) respectively. 41(c) #iFE -
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13.

CREDIT QUALITY OF FINANCIAL ASSETS (continued) 13.

The Group categorise the cash in banks as follows:

° Group 1 — Major International banks

° Group 2 - Listed banks in PRC

o Group 3 — Subsidiary of listed banks and other banks in

PRC

The directors considered the credit risks in respect of cash in

bank and bank deposits with financial institution are relatively

minimum as each counter party either bears a high credit

rating or is state-owned bank and large local banks in the

mainland PRC. The directors believe the Chinese government

will provide support to the state-owned banks and large local

banks as and when necessary to satisfy the creditors’ needs.

Cash in bank and bank deposits

Group 1 F—47
Group 2 =
Group 3 F=4

Group
FEH
2010

TRMEENFERR ()

AREEHGERITERDBLT ¢

s EH-TEEKET

o FEH-PELEMIRT

e FEZH-TPELETRITMEHR
B MEMIRTT

MG S BB E AR AT EE
ERTRABENEIRIT - HEE
BAEHR S BBHRTRS KR
AEREERREE - EFEE - &
BB 0 0 B A 4R AT B AR
B 02 b RATHR 64 S 45 DL R (A
MES -

RITIH & RIRITIF
Company

ZNN
2009 2010 2009

—E-%F —TTNF —T-FF —FINF

512,944 32,190 512,911 32,350
1,670,514 750,311 683,514 116,862
198,774 203,330 170,000 =
2,382,232 985,831 1,366,425 149,212

None of the financial assets that are fully performing have been

renegotiated in the last financial year.

EEBEONERMEEDSEELE
MR FEEHER -
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— Notassto"thic Consolidated Financial Statements

nless otherwise stated) For the year ended 31 December 2010

B NREFEABE) BZ-2-TF+_A=t—ALFE

14. PROPERTIES UNDER DEVELOPMENT - GROUP 14. BRPYE-FKEE
2010 2009
T ZZETNF

Properties under development comprise: BEPYESE

— Construction costs —ER A 111,195 -
— Land use rights — b {E A 135,505 -
246,700 =
The properties under development are all located in the PRC. BRAYZELUNFE - AHRE T
The related land use rights are on leases of 40 to 70 years. FRERERA 40 BE704F -
15. AVAILABLE-FOR-SALE FINANCIAL ASSETS 15, AIHEHESRMEE
The Group RE
2010 2009
—E-FF —_FENF
Unlisted equity interest (i) JE ETRER () 188,100 188,100
Additions (i) NE (i) 64,605 -
Less: provision for impairment W ORE RS (188,100) (188,100)
Net FE 64,605 -
Listed equity interest (i) TR (i) 96,148 87,695
Less: provision for impairment B ORERE (36,128) -
(Less)/add: fair value (losses)/ CR),/pn - AafEE
gains transfer (E518) Wi’
(from)/to equity (Note 21) (8),/ =#E= (fisE21) (8,453) 8,453
Net FE 51,567 96,148
Total Bt 116,172 96,148
Less: non-current portion of B AR ESREE
available-for-sale financial assets KIFERNHAZD (116,172) -
Current portion of available-for-sale At ESREE
financial assets 7Y BN ERER 5 - 96,148
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Notes to the Consolidatec

(Allamounts in RMB thousands unless otherwise

(BRBHERIN A SEIUARE T T RE

15. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

The Group (continued)

(i) The Group’s unlisted equity interest represented an
investment amounted to RMB 188.1 million in a 51%
equity interest in Qianxi County Jinjin Mine Co., Ltd.
(“dinjin Mine”), an unlisted company in the PRC.

In December 2008, Jinxi Limited entered into
certain cooperation agreements (the “Cooperation
Agreements”) with a third-party shareholder of Jinjin
Mine. Pursuant to the Cooperation Agreements, from
the incorporation date of 5 August 2008 to 31 January
2011 (the “Lease Period”), Jinxi Limited conveyed to the
third-party shareholder of Jinjin Mine (the “Lessee”) all
the voting rights on the financial and operating policies of

Jinjin Mine.

In August 2010, Jinxi Limited entered into a
supplementary agreement with the aforesaid third-party
shareholder of Jinjin Mine to extend the Lease Period to

30 September 2011.

The Lessee is exclusively entitled to the profit or loss and
net assets accumulated during the Lease Period in return
for paying a lease expense to Jinxi Limited. The Lessee
is also responsible for preserving and increasing the
value of the net assets of Jinjin Mine at the end of Lease
Period. The lease expenses are determined based on the
local iron powder market price and are to be adjusted

quarterly.

In the opinion of the Directors of the Company, the
Group is not able to exercise any significant influence
on Jinjin Mine during the Lease Period and hence the
investment in Jinjin Mine was recognised as available-
for-sale financial assets for the years ended 31

December 2010 and 2009.

15. AIHHESREE ()

REE ()

AEBRELITRRIEREA
R#1.881 187 UEE—f+
BIELETRARBAZECEE
ERAR(EEEE]D B51%
f&E o

RZZETZNF+TZH - A
HEZEPBEBENEF=ZFTRR
AIvaETEEBZE(EER
=1 BRiIEEEH=® - B
KR BE(BIZEZENFNAR
ARE—ZT——F—A=+—
A HEEHM]) - 2EMEEE
FREESEENE = FBRE([*
A BEEEBENTE R
KEBROBIREE -

RZZE-—TFN\A - 2EME
HERESBENE=TRE
RN AEREEH
MEZZ——FNA=+H-

EHAREEHRABRE

RibaMHEEREEFE
1E A3 (AR 70 4 8 2 (AR B B 2
MEwR - AEATEEREE
H ) 48 SR B R 15 RIB INR £ 7%
EWFEEMEE - 2FHER
XREBEWENTIZERE
EWRFEETRE -

RARREERR  AEELD
EEHEHREESEETHE
FRERTE At 8E=
T—ZERZZTTNF+ZA
=t BLEFEERERANES
BENKREAAELHESHE
= o
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iC afg_d Financial Statements

1ds tinless otherwise stated)  For the year ended 31 December 2010

s 2 BEUAREERABN) BE T4t A=t -ALTE

15. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

The Group (continued)

15. AIHHESREE (&F)

AKHE (&)

The unlisted equity interest offers return through the
lease income. As the investment does not have any
quoted market price in the active market, the range
of reasonable fair value estimate is so significant and
the probabilities of the various estimates cannot be
reasonably assessed, the Directors of the Company
are of the opinion that its fair values cannot be reliably
measured.

As at 31 December 2010, the Directors of the Company
noted that there were impairment indications on the cost
of the investment in Jinjin Mine as follows:

a. The Group received 30% lease income of 2009
amounting to RMB 24 million from the Lessee
during 2010. Lease income of 2009 and 2010 are
cut down by 70% and 60% respectively.

b.  The recoverability of the payment for mining rights,
which accounted for a significant part of Jinjin
Mine’s net assets, became very uncertain as the
licence of mining rights is unlikely to be obtained.

The available-for-sale financial assets were fully impaired
as the directors of the Company believed that these
impairment factors would still exist and no value of the
financial assets could be recovered in foreseeable future.
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s EBHEERAR
HEH - HRZEFRENEE
MW E|EMMIZRE - 2R
BEAEGBINREREEE
P8 - R A AT A AT RE M A
EREELFMG  BARAE
ERBEAABEEA SEH

= °

RZE-—ZETF+_A=+—
B ARREEZEBINEHR
BRESBEFMNREKNALR
A

a. AEEBR-_ZT-TFEE
EEARNHNZZEZTNEF
FHEWARS0%  EAR
24008 Z TN
FRZZ-TFEMNHEE
A BIHIRE 70% K 60% °

b. RBEEMNHEEAKE
(EREBEFEENE
REB7 ) AR A BE
SIRERFT A E - MEE
TR -

ARAREERRRERERE
EAFEREREEYEEE
AR AT B R E - Al g
TREERZEUNE



(BB HEHEIN - FTE S BIUARKT T

15. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

The Group (continued)

(i)

)

The additions of the Group's unlisted equity interest
represented an investment in 10% shareholding,
of Caofeidian Port Company, a company with the
registered capital of RMB 950 million. As at 31
December 2010, RMB 50 million has been paid up by
the shareholders of Caofeidian Port Company.

The rest of the additions amounting to RMB 14.6 million
represent the Group’s 45% equity interest in Longba
Charging. On 26 September 2010, Jinxi Limited entered
into a cooperation agreement for the period of one year
with Mr. Du Chun, one of the shareholders of Longba
Charging. Pursuant to the cooperation agreement, Jinxi
Limited conveyed to Mr. Du Chun all the voting rights on
the financial and operating policies of Longba Charging
for the consideration of RMB 3.87 million (Note 11(j).

As the investment does not have any quoted market
price in the active market, the range of reasonable fair
value estimate is so significant and the probabilities of the
various estimates cannot be reasonably assessed, the
Directors of the Company are of the opinion that its fair
values cannot be reliably measured.

In the opinion of the directors of the Company, the Group
cannot exercise any significant influence on Longba
Charging and hence has classified Longba Charging as
available-for-sale financial assets of the Group.

The Group's listed equity interest represented an
investment in 600,000,000 ordinary shares, representing
approximately 6% shareholding, of Asia Energy Logistics
Group Limited, a company listed on the main board of
The Stock Exchange of Hong Kong Limited.

The fair value of the listed equity interest was determined
on the basis of its quoted market prices at the balance
sheet date.

15. AIHHESREE ()

REE ()

(i)

(i)

AN B R TR AE A AN 3R ¥
BLUTELEEAGEERA
A10% REMIRE - Z AR
BEXAEAREQSRIT - K
—ET-ZTE+-HA=+—8"
BLUMmELABRAHEERA
AIMREE & AR 5,0008

JC °

RAEZIMERIR LD ARKE
1,460 BT AANE BT REFRIE
FEas% i - R—F—TF
AAZ+RNB > ZraEEgE
BEMOBRZ —HHRER
M- FHEERE - REAE
Wk - REME AL FEEE
BEBER TS MR EEE
MERRERE RERARE

S —

387 & 7T (L 11() °

R ZFRENA BT S &
EAHEHRE 2R EESE
BB EREER  MYS
B REEEES BED
il MARRESERRER
REEEESENE -

ARREZRA NEETEE
HEBEHTEEMNEAR
£ At CHEFEHDR
REEENHEESREE -

REERNEmERERE
600,000,000 % i@A% + k=M
ERMREBRER AR (—FEE
BBBERXRZMER R ER
EMERRE]) £ 6% A o

tiEEAABEIREER
I\‘D% El E"] m i’%i&{gféiﬁ &
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Unless otherwise stated) For the year ended 31 December 2010

AREFEABN) #2-T-TF+_A=-ALFE

15. AVAILABLE-FOR-SALE FINANCIAL ASSETS 15. AHHESREE (&)
(continued)
The Company ViN/NE|
2010 2009
T —EENF
Listed equity interest kR 96,148 87,695
Less: provision for impairment B ORERE (36,128) -
(Less)/add: fair value (losses)/gains OB,/ n - AR EE(EER)
transfer (from)/to equity S ESERE(8), B (8,453) 8,453
Net SRE 51,567 96,148
Less: non-current portion of W AR EERMEE
available-for-sale financial assets HFERNHEAER > (51,567) =
Current portion of available-for-sale At ESREE
financial assets K BNEAES 7 - 96,148
16. INVENTORIES 16. F&
The Group AREHE
2010 2009
—E-TF —ETTNF
Raw materials and materials in-transit B R R EETE 3,383,136 1,898,272
Work-in-progress RS 418,821 373,882
Finished goods ZURK S 283,788 325,867

4,085,745 2,598,021

As at 31 December 2010, the net book value of inventories of R_ZE—ZFF+_-_A=+—H B4
RMB 89 million (2009: RMB 67 million) was pledged as security ZRES B 5 2R KR B fE Sk K iR Y
for the Group’s notes payable and current borrowings (Notes FEMERAFEAAREKS00ET
22 and 24). (ZZ2ZNF : ARK6,70087T) (M
F22K%24) -

The cost of inventories recognised as expense and included ERRRAX LT AHEXETNFE
in cost of sales amounted to RMB 25,122 million (2009: RMB RAABAREE251.22BIL(ZFE N
16,110 million) (Note 30). F: AR¥161.10187T) (MHEE30) ©

178 China Oriental Group Company Limited 1[5 5 7 £ B B 45 i 2 7]



16.

17.

INVENTORIES (continued)

The Company

Raw materials and materials in-transit

TRADE AND NOTES RECEIVABLES-GROUP

Accounts receivable JEYBR X
Notes receivable (a) FEUERIE ()

(@  As at 31 December 2010, the notes receivable were all
bank acceptance notes, of which approximately RMB 55
million (2009: RMB 102 million) were pledged as security
for issuing notes payable (Note 22).

The settlement of the notes receivables were guaranteed
by banks with maturity dates within six months. The
notes receivables can be convertible into cash and cash
equivalent by paying discounting interests and the credit
risks in respect of the notes receivables are considered
to be low.

As at 31 December 2010 and 2009, the carrying amount of the
Group’s trade and notes receivables approximated their fair
value.

The credit policy usually adopted by the Group for the sales of
products to customers is to deliver goods either upon receipt
in cash or upon receipt of bank acceptance notes with the
maturity dates within six months.

REF ¥ AR

16. FE (&)

AR
2010 2009

—T-TF —TEAE

= 21,288

17. BERESZRIARRE -F&E

2010 2009
T —ETNF
76,882 118,105
3,447,559 1,078,962
3,524,441 1,197,067

2 ZEF+H=+—
CEREBY RRITEANIE
F HRHARKE 055 ET (=
gﬂi-AEMLw%ﬁ)
B RRAARMNZEMmE R
22) o

%ﬂ@mig

RUERIHER/NEAR
HEHEBRITER - BRERE
BB SR ER LS
ERREFEVEREREKE
BREERRFESRE -

R-B—ZBFR-_ZZENFT_H
:+*E'$EIEME%$m&ﬁ
FEHREETUNE AR (EE -

REE—BEANAEFHEERN
= EBR AR UEEE € sk U EREI B B
TE75ME B AR B SR 1T H FE R R )
EREANEY -
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17. TRADE AND NOTES RECEIVABLES - GROUP

(continued)

As at 31 December 2010 and 2009, the ageing analysis of
trade and notes receivables was as follows:

Within 3 months
4-6 months

3EARA
4z 61EA

As at 31 December 2010, accounts receivable pledged by
letters of credit issued by the third parties was nil. (2009: RMB
43 million).

As at 31 December 2010, trade and notes receivables of
RMB 77 million (2009: RMB 75 million) were past due but not
impaired. These relate to a number of independent customers
with no recent history of default. The directors considered that
trade and notes receivables that are less than three months
past due are not impaired. The ageing analysis of these trade
and notes receivables was as follows:

Within 3 months 3EAM

The carrying amounts of the Group’s trade and notes
receivables are denominated in the following currencies:

RMB AR
uss$ I
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17.

FEUR B 2 AR X

RE-AKE(E)

RZE—ZEFR_ZFTTNF+=A
=t+t—H BUESEFEREZEMNR
BT

2010 2009
—T-TF —TEAE
3,167,223 1,004,990
357,218 192,077
3,524,441 1,197,067

R=Z-FF+=A=+—R  EK
BHAT (CEENE : ARY4300
#70) BE = HBANEBE(EER -

R_T—TF+_A=1+—8 ' BKZ
SRR REEARET 7008 TL( =T
N+ ARE7,5008 70) BB HR
B - ZEFEI R Z AR BHERE
FAHMEV R c EERABHTE
B=1E AR EE Z R R E
ZERWE SRR MERRARER TR
T

2010 2009
“E-TF  CBEAE
76,882 75,050

AEEEKE SRR MRBNREE

THAT Y &R A BT
2010 2009
T —EENF
3,523,412 1,117,898
1,029 79,169
3,524,441 1,197,067




Notes to the Consolidate:

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

18. PREPAYMENTS, DEPOSITS AND OTHER 18. FERHE B REMBEER
RECEIVABLES
The Group NEE
2010 2009
T ZZETNF
Non-current JEBNER
Prepayments for purchase of fixed assets B B & & MBI 31A 264,663 -
Current ENHA
Prepayments for purchase of inventories BEFEMNENFIE 665,415 632,228
Deposits and other receivables 124 R EMEIEE TR 253,862 514,308
Less: Impairment provision of deposits o e M E A ERER R
and other receivables ZRERE (21,305) (21,305)
897,972 1,125,231
1,162,635 1,125,231
As at 31 December 2010 and 2009, the carrying amount of the RZE-—ZFR-_ZFFTNAEFT=-A
Group’s deposits and other receivables approximated their fair =+—H  rEEZe REMEKE
value. K EAEIUERREE -
Impairment provision of deposits and other receivable @ I E th P WBR SR 2 R (B B B 18 Tt
represented a full provision of RMB 21 million for certain HIERRERENE TR 2 8
advance payments for mining rights of iron ore. As at 31 BARK21008T - RZE—TF
December 2010, the directors concluded that there was +=ZA=+—H8 EEEtH: &
significant uncertainty of obtaining the mining rights or BN BRAEAE Sl (B B N SRR R B K TN ER
recovering the advance payments. B o
The Company PiIN/NG)|
2010 2009
T ZETNF
Prepayments for purchase of inventories EEEFERNTENRIE 220 221
Deposits and other receivables 124 N H b fE W AR X 47,127 1,094
47,347 1S 1)
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Unless otherwise stated) For the year ended 31 December 2010

; i%ﬁiﬁu)\%m?m&qﬂ-i) BE-_T-TF+_RA=1—HItFE

19. CASH AND CASH EQUIVALENTS AND RESTRICTED 19. RERREEEYURZRAIRIT

BANK BALANCES EeR
The Group REE
2010 2009
—ET-TF —ZETNEF
Cash and cash equivalents ReERREEFEY 2,223,245 644,030
Restricted bank balances R HIRITAE 159,945 342,486
2,383,190 986,516

N-B-—ZFE+-A=+—0 " ZR
BIERITAASBBIETYISIE ¢

As at 31 December 2010, restricted bank balances were
composed of the following items:

ERAAAKERNRERMNIE

(@) Restricted bank balances amounting to approximately (@)

RMB 117.4 million were pledged as security for issuing
notes payable of the Group (2009: RMB 124.7 million)
(Note 22).

HRZRHIRITEHROARE
1TAT4 B L (ZEZENE : AR
#1.247 1870) (KI5E22) °

(b) Restricted bank balances amounting to approximately by EARAEEHEMEMRNZR
US$ 4.2 million (RMB 27.6 million equivalent) were HER1T 45 A 1 ’J%EMO%TE(*E
pledged as security for issuing letters of credit (2009: ERARKE27608TL) (ZEZ
US$ 4.2 million (RMB 28.4 million equivalent)). NE : ETL4208B T (BERA

R¥284087T)) °
(€) Restricted bank balances amounting to approximately ) BAAREEREENXMERL

RMB 14.9 million were pledged as security for current
borrowings of the Group (2009: RMB 189.4 million) (Note
24).
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Notes to the Consolida_ted'F-i_ atements ——
— ] E' 77 TV

(Allamounts in RMB thousands unless otherwise stated) For

(B 1REN  AiE 2 MAUARBTTRE iz — %

19. CASH AND CASH EQUIVALENTS AND RESTRICTED 19. BERBSEEYURZRHEIET

BANK BALANCES (continued) imek (&)
The Group (continued) REE ()
The carrying amounts of the cash and cash equivalents and ReRRSEEMUARZREIRITLE
restricted bank balances are denominated in the following SBHERTEEJIA TS| EEE BEEAT -
currencies:
2010 2009
== —ETNF
RMB AR 1,336,132 806,790
Us$ ETT 1,043,143 177,226
HK$ BIT 3,915 2,499
Euro &t - 1
2,383,190 986,516
The Company ViN/NE]
2010 2009
T T ZETNF
Cash and cash equivalents BeRESZEY 1,339,605 124,164
Restricted bank balances TR HISRTT AR 26,830 25,107
1,366,435 149,271
As at 31 December 2010, restricted bank balances amounting R-E—ZFF+_-_A=+—H BA
to approximately US$ 4.1 million (RMB 26.8 million equivalent) A= AR MK 2R IR T 48R
were pledged as security for issuing letters of credit (2009: HETA08E T (HEER AR 2,680
US$ 3.7 million (RMB 25.1 million equivalent)). EL)(ZETNF  Fr370&8 (A8

ZNARE251087T)) ©
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SO 'afgd Financial Statements

Unless otherwise stated)

For the year ended 31 December 2010

AREFEASN) #2-T-TF+_A=f-ALFE

19. CASH AND CASH EQUIVALENTS AND RESTRICTED

20.

BANK BALANCES (continued)

The Company (continued)

The carrying amounts of the cash and cash equivalents and
restricted bank balances are denominated in the following

currencies:

us$ =
RMB AR
HK$ BT

19.

RERRSEEBYWARZREIRT
=369

ARR) (&)

B RREFEMARZRHIRITE
FREFREEGIA TG BN

2010 2009
—T-TF ZFTIF
1,022,350 145,930

340,181 863

3,904 2,478

1,366,435 149,271

SHARE CAPITAL AND PREMIUM - GROUP AND 20. BARGBE-AEKEEREAT
COMPANY
Amount
ki
Number of
shares Ordinary Share
(thousands) shares premium Total
REGHE
(TR) EER RIEE E-hy
At 1 January 2009 and 2010 RIEENER-E-FE-F-H 2,929,200 311,669 2,189,695 2,501,364
Employee share option scheme: EERERETE -
- Issuance of shares (Note 21(c) —RIAELT (MEE21() 525 46 506 642
At 31 December 2010 R-ZE-ZF+-A=+-H 2,929,725 311,715 2,190,291 2,502,006
As at 31 December 2010 and 2009, the total number of R-ZEBE—ZSFER_ZEZNF+=

authorised ordinary shares is 5,000,000,000 shares with a par
value of HK$ 0.1 per share.

As at 31 December 2010, the number of issued and fully
paid ordinary shares is 2,929,725,000 shares (2009:
2,929,200,000 shares).
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Notes to the Consolid@céh
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(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

21. OTHER RESERVES - GROUP 21. HibfEE —X£EE
Available-
for-sale
financial
Merger Capital Statutory assets
reserve surplus reserve Options THEE Total
BlkE EXNE LERE ERE SREE &3t
(@) o) v
Balance at 1 January 2009 R-EBNE-A-ANEe (599 19,144 949,787 176,631 - 1,144,963
Profit appropriation eri iy - - 28,021 - - 28,021
Employee share option scheme [EE R iEsH 2
- Value of employee servioe —-EEREMEE - - - 10,753 - 10,753
Fair value gains on avallable-for-sale T HESREER)
financial assets (Note 15) N BERE (HFE15) - - - - 8453 8453
Balance at 31 December 2000  R-EEhE+-A (599) 19,144 977,808 187,384 8,453 1,192,190
SRR
Profit appropriation BHE - - 27,140 - - 21,140
Employee share option scheme B BIRIE:E -
- Value of employee servioe -EEREHER - - - 67,552 - 67,552
Fair value losses on avallable-for-slle TtHESBER
financial assets (Note 15) RAEESE (1) = = = = (8.459) (8:453)
Balance at 31 December 2010  W=E-F&+=f
=t-RiEs (599) 19144 1,004,948 254,93 - 1018429
(@  Merger reserve @ AvHEE
The merger reserve of the Group represents the AEEREHHEEREC BN
difference between the nominal value of the shares of BRARRmEESRBIREAR
the subsidiaries that had been acquired and the nominal Aa UM BT ARA B R
value of the Company’s shares issued in exchange HEERNELE -

therefore pursuant to the Reorganisation.
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iC afg_d Financial Statements

1ds tinless otherwise stated)  For the year ended 31 December 2010

s 2 BEUAREERABN) BE T4t A=t -ALTE

OTHER RESERVES - GROUP (continued)

(b)

Statutory reserve

(i)

(i)

Statutory surplus reserves

In accordance with the PRC regulations and the
Articles of the Association of certain subsidiaries
of the Group registered in the PRC, before
distributing the net profit of each year, these PRC
subsidiaries are required to set aside 10% of their
statutory net profit for the year after offsetting any
prior year’s losses as determined under the PRC
accounting regulations to the statutory surplus
reserve fund. When the balance of such reserve
reaches 50% of the share capital, any further
appropriation is optional. The statutory surplus
reserve fund can be utilised to offset prior years’
losses or to issue bonus shares. However, such
statutory surplus reserve fund must be maintained
at a minimum of 25% of the entity’s share capital
after such issuance.

Discretionary reserves

The appropriation of discretionary reserve fund
is proposed by Board of the PRC subsidiaries,
and approved by the shareholder’s meeting. The
discretionary reserve fund can be utilised to offset
prior years’ losses or increase share capital.
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21.

OTHER RESERVES - GROUP (continued)

(©

Employee share option scheme

As approved by the Company’s Board meeting, certain
share options were granted to selected directors and
employees on 30 June 2006 and 26 October 2007
(“Date of Grant”), in an aggregate of 24,200,000 shares
and 89,700,000 shares respectively. The options are
exercisable at any time during the period no later than
ten years from the Date of Grant at the exercise prices
of HK$ 1.76 and HK$ 5.24 per share respectively.
The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

As approved by the Company’s Board meeting, certain
share options were granted to selected directors and
employees on 24 February 2009, 11 May 2009 and
29 December 2009, in an aggregate of 21,200,000
shares, 6,600,000 shares and 148,780,000 shares
at an exercise price of HK$ 1.39 per share, HK$
1.50 per share and HK$ 2.84 per share respectively.
These options are exercisable during several periods.
The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

All relevant directors and employees have accepted the
share options above.

As approved by the Company’s Special General
Meeting, share options were granted to a director on
20 December 2010 (“Scheme A”), in an aggregate of
6,000,000 shares at the exercise prices of HK$ 3.00 per
share. The Group has no legal or constructive obligation
to repurchase or settle the options in cash. The options
are exercisable during the following periods:

21.

Hitf# 8 — 2 %E (&)

(©)

& B et &l

%Wakﬂﬂ%%%@;%ﬁt;&& ’
KKEEERREEDNZ
/\fﬁ/\ﬂ —'—El&—? v‘tfﬁ
+TAZ+A~BUEHBEH]
EETHTHERE 234
K & #£24,200,000% 3% 5 &
89,700,000 % A% 7 B B 4& 7]
REF L B BB TERN T F 5
MBS T 1T 1TEES
R AEFREM1.76 8 T KX 5.24
BT ARBWELNIRSED
REEERENEEEEER
o

ERARNREEREHEHE
KkBEEEREBER
:%$n¢1ﬂ1+ma~
TENFRA+—BER=
ZEZNF+_A=thAE
BYETHERE PREH
21,200,000 f% * 6,600,000 f% K
148,780,000 B A& A 1T 1E 7 Bl
BER1.39B T - B&R1.50%5
TR E2.84BTC - ZSHEK
BNE TEIR A T IATTE ©
AEBUWENRSBONEE
EREREE TS ©

ﬁg

EREFAESREEAER L
AFEARHE o

/NGRS N
RAARIR=—ZZE—ZTF+=A
“tRARA—RESEELAEH
6,000,000 F& Az 17 Y B A4 ([ 51
ZlAD - TTEERAEARS.00
B e AEBWENIRESED
SEEBRENEEREER
Fo BEREAMR T EHEAT
LATT{E
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21.

OTHER RESERVES - GROUP (continued)

(©)

Employee share option scheme (continued)

(i) up to 33% of the options on or after 20 December
2010;

(i) up to further 66% of the options on or after 20
December 2011;

(i) all the remaining options on or after 20 December
2012;

and in each case, not later than 16 May 2016.

In December 2010, the director has accepted the share
options.

As approved by the Company’s Board meeting, certain
share options were granted to selected directors,
employees and eligible persons on 24 December 2010
(“Scheme B”), in an aggregate of 47,100,000 shares at
the exercise prices of HK$ 3.182 per share. The Group
has no legal or constructive obligation to repurchase or
settle the options in cash. The options are exercisable
during the following periods:

(i) up to 33% of the options on or after 24 December

21.

Hitf#E — %8 (&)

(©

EEBAE S (&)

() RZZE—ZF+=-A=+
Hek 2 %7T{F 5% 33% &)
BERRE

iy RZBE—F+=-_A=+
Bk 2 &7 &% 5N
66% HIFERRE

iy MZZTE—Z—F+ZHA=+
B2 BITEMBETE
RRHE

REMBERT  TRENR-F
—NFRATRA -

R-Z—ZF+_F BEFE
E AR AE -

KARNBEERSZ K
B KEKEEE EERE
EB/RATER =T —ZF
+_ At HHERTFET
BRE(FEBD  SReH
47,100,000 i B 1 - 1T1E (B &
BAR3.1828 T - AEEWELL
REeBOREFEBERENET
SHEEET - BRETRAT
HRMA T AT

) R=-F—F&+=7

2010; A ZRITERS
33% BB AR #E

(i)  up to further 66% of the options on or after 24

iy R-—ZT——&+ - A8

December 2011; —t+OBERZBITERSZ
EHIIN66% HOHEARAE

(i all the remaining options on or after 24 December
2012;
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Notes to the Consolidate:

(Allamounts in RMB thousands unless otherwise stated)

.

(B SRR FE LB AR TRl s

OTHER RESERVES - GROUP (continued)

(©)

Employee share option scheme (continued)

and in each case, not later than 19 December 2020.

All relevant parties have accepted the share options as
at 31 December 2010.

The fair value of options granted during the year ended
31 December 2010 were determined by using the
Binomial valuation model, and the significant inputs into
the model were as follows:

Scheme =2
Share price at the grant date (HK$)
Volatility

Expected dividends paid out rate

IR
ERTREE

Annual risk-free interest rate FREERBRFIZE

Fair value in HK$ (million)
EOPNR =]

RMB equivalent (million)

The volatility measured at the standard deviation of
expected share price returns is based on statistical
analysis of daily share prices of the Company and
other comparable companies over the last 372 weeks.
See Note 32 for the total expense recognised in the
consolidated income statement for share options
granted to the directors, employees and eligible
persons.

A (BS)BTREM

ARBEE(BR)

21.

(©)

B R ER O B (BT)

Hitf# 8 — 2 %E (&)

EEBRE S (&)

REMBRT - A5
—FF5+-AtThRB-

;:E/\\\:

A

RZE—ZEF+_A=+—
B FIEHRBALCERNER

e

HE o

REE-_ZT-—ZTF+=-A
=+ RIEFERLEREN
ARABEDFEA-ZEAGER
AMEE  REAZEXNE
TR -

A B

3.18 3.17
56.868% 55.160%
4.09% 4.10%
1.855% 2.906%
6.254 48.712
5.357 41.566

RIRIEF IR (B @ RV IR A R =
Fist BRI - TORBEAR R A
NEMA LB ARRBEI72(E
EHNEBRERENRFTEFTD
EatEmMS - AHES BB
RABRALTERNERER
BHMBREZNERX - B
2HIRES2
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21. OTHER RESERVES - GROUP (continued) 21. HttfFE -8 (E)

(c) Employee share option scheme (continued) € IEEBRETEI(E)
Movements in the number of share options outstanding MARITERERESE REMH
and their related weighted average exercise prices were RAINETHITEENZEEMT
as follows:

2010 2009
—EB-FF ZETNF
Average Average
exercise Number of exercise Number of
price per options price per options
share in HK$ (thousands) share in HK$  (thousands)
TG BRRARHY

FHTEE BREZRE FHTEE BREHE
(&) (F12) (E7T) (F)

At 1 January R—H—H8 2.62 176,580 - -
Granted ERH 3.16 53,100 2.62 176,580
Exercised B171E 1.39 (525) = =
Lapsed B 2.80 (6,905) = =
At 31 December R+=-—A=+—H 2.74 222,250 2.62 176,580
Options exercised for the year ended 31 December 2010 BHE-_Z—ZTF+_HA="1—
resulted in 525,000 shares being issued at HK$ 1.39 HIEFETHERESSET
each. The related weighted average share price at the 525,000 % 1n - BIRZEITZE
time of exercise was HK$ 2.92 per share. & A&1.398 7T © 1T K848 78

iR E A EAR2.928 T ©
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21. OTHER RESERVES - GROUP (continued) 21.

Notes to the Consolida_teg:Fl

(Allamounts in RMB thousands unless otherwise stated)

(B B 1REAN « AiE £ B AA KRBT TTRE(D)

(c) Employee share option scheme (continued) (©

Share options outstanding at 31 December 2010 and

2009 have the following expiry date and exercise prices

as follows:

Expiry date
& 5w B H

23 February 2019
10 May 2019

28 December 2019
16 May 2016

19 December 2020

22. TRADE PAYABLES

The Group

Accounts payable
Notes payable (a)

‘1

For

g7

Hitf# 8 — 2 %E (&)

EEBRE S (&)

—|—%
||

T-ZER-FENF
Z A=t BRI SE
B A0 B R A TR A -

Number of options

Exercise price (thousands)
TEE BREHE (T4)
HKS$ per share 2010 2009
sRET —B-FF —TTNF
—h&E=A=+=H 1.39 20,500 21,200
—ERA+AH 1.50 6,600 6,600
—E-hAF+=-A=+N\H 2.84 142,050 148,780
—E—REFRATA 3.00 6,000 -
—TTFE+-_ATANA 3.18 47,100 -
222,250 176,580
22. EHEZERX
REHE

2010 2009

—s-25 —TENG

FE(FERFX 1,433,538 1,360,498
JEST =45 (a) 249,192 365,264
1,682,730 1,725,762
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22. TRADE PAYABLES (continued) 22, ENEZRM(E)
The Group (continued) NEEH (4Z)
(a) Asat 31 December 2010, all notes payable represented @ RE—ZF+-_A=+—H"

bank acceptance notes, of which RMB 45 million FTE N ZIE AIRITREEE
Hrph B3R A E TR ER (s
17) RERARK045BT(=F
TNF  ARB1.02187T) AR
THRAIESR - LA TXREIRTT
R (EE19) RIEM AR 1.45
BIT(ZZEZNF - ARK205
fB7T) BERITAGLIES - ARIA
ATFE(ME16)ME T 2R
SRITAERR (BT 19) AR AR S
59008 T (ZEENEF - AR
5,900 87T) IRITANESR -

(2009: RMB 102 million) were secured by certain notes
receivable (Note 17), RMB 145 million (2009: RMB 205
million) were secured by certain restricted bank balances
(Note 19), and RMB 59 million (2009: RMB 59 million)
were secured by certain inventories (Noted 16) and
certain restricted bank balances (Note 19).

RZE—ZEFR_FTTNF+=A
=+—H BENESERNERRDIT

As at 31 December 2010 and 2009, the ageing analysis of the
trade payables was as follows:

wn
2010 2009
—E-EF —ETTNF
Within 3 months 3MEAN 1,171,324 1,441,589
4-6 months 4Z 6188 447,400 202,471
7-9 months 72 9MEA 33,400 73,028
10-12 months 102 121@ A 5,893 1,062
Above 1 year 15 E 24,713 7,612
1,682,730 1,725,762

AEBERMNESERANREETIAT
SIEHE R EAL -

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

2010 2009
—E-%F —2ThF

RMB AREE 1,487,562 1,509,337
uss$ ETT 195,168 216,425
1,682,730 1,725,762
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(Allamounts in RMB thousands unless otherwise stated)

(BBHEBEI - A EIRARETTTRER)

22. TRADE PAYABLES (continued)

The Company

JE A FRIR

Accounts payable

As at 31 December 2010 and 2009, the ageing analysis of the
trade payables was as follows:

Within 3 months 3EARA

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

US$

22,

FEE 5 iR (2)

ZA/NS]

2010 2009
—e-8F C—TThS

164,862 177,776

RZE—EFR-_TETNF+=HA
=+t—8 ENESERFNEREST
R

2010 2009
—e-%F C—TThF

164,862 177,776

AEERMNEZERFOBEERBEIAT
PEHERBEBAL

2010 2009
—2-%F C—TTHA
164,862 177,776
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BUARBTEREN) 8EZ_Z-ZF+_A=+—-RAI5E

23. ACCRUALS, ADVANCES FROM CUSTOMERS AND 23. BEIRER BEREFFEREMR

OTHER CURRENT LIABILITIES - GROUP BEE-4XEE

2010 2009

—E-2F ZETNF

Accruals JEIRE 396,961 181,716

Advances from customers R EFIE 1,914,673 1,156,894

Value-added tax payable FERTIS(E R 84,739 8,103

Other taxes payables HAbETIR 13,546 6,892

Other payables (a) E M ERBRRR (9) 627,533 901,818

3,037,452 2,255,423

(@ The breakdown of other payables as at 31 December @ RZE—ZTFR_ZFTITNF
2010 and 2009 were as follows: +ZA=+—HRNEMEMNE
M
2010 2009

Pension payables and FERTIRIR & IR EAth

other social welfare payables JET 218 F 57,785 79,607
Payables for purchase of property, BEYE BEK

plant and equipment RARHYE T BRR 268,155 552,274
Customer deposits BEFES 175,116 140,290
Employee deposits B TRE 29,480 31,898
Salary payables AR e 37,679 44,067
Others HAih 59,318 53,682

627,533 901,818
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(Allamounts in RMB thousands unless otherwise stated)

(BB - HiE S BN RE T AR i

24. BORROWINGS 24, &R
The Group REE
2010 2009
—E-ZF ZETNF
Non-current IERE
Bank borrowings- BITER—
Secured (i) 2 () 38,000 483,857
Unsecured AR 144,000 200,000
182,000 683,857
Other borrowings, unsecured (ii) H A AR — EHEHA (i) 65,000 75,000
Senior Notes (i) 18 ST 24 (i) 5,544,030 -
5,791,030 758,857
Current TE
Bank borrowings- IRITER—
Secured (i) B () 128,261 791,134
Unsecured fE A 551,988 1,005,347
680,249 1,796,481
Total borrowings g 6,471,279 2,555,338
) As at 31 December 2010, secured borrowings () E’q\:g T = H=
amounting to RMB 38 million, out of total secured CBEEREBEREBEARE
borrowings amounting to RMB 166 million, were 1 661’1 TH - RBAR®0.38
secured by certain property, plant and equipment (Note BITHEERERUREES
7) of the Group. Tz - BB R&E 7)) A
R o
As at 31 December 2010, secured borrowings RZE—ZTF+ZA=+—
amounting to RMB 9 million, out of the total secured H BEEREREEARE
borrowings of RMB 166 million, were secured by certain 16618 T+ + BEARK0.09
restricted bank balances (Note 19) of the Group. BT H B H IR & KA & B /Y
BTXREIRITESR (FHEE19)
R
As at 31 December 2010, secured borrowings RZE-—ZFF+_A=+—
amounting to RMB 19 million, out of the total secured A EEREREBARE
borrowings of RMB 166 million, were secured by certain 16618+ + BHEARYK0.19
inventories (Note 16) of the Group. BIHERFERUANEED

ETHE (R 16) RER -
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For the year ended 31 December 2010
—F-FE+_A=t-BIEE

24. BORROWINGS (continued)

The Group (continued)

As at 31 December 2010, other than the secured
borrowings described above, current secured
borrowings amounting to RMB 100 million were secured
by certain property, plant and equipment (Note 7),
certain leasehold land and land use rights (Note 6) and
a guarantee by Foshan Jin Lan Aluminum Company
Limited (“Foshan Jin Lan”) pursuant to an agreement
dated 12 September 2008. In accordance with the
guarantee contract, Foshan Jin Lan granted a guarantee
in favour of Jinxi Jinlan for bank borrowing facilities
amounting to RMB 150 million.

As at 31 December 2009, secured borrowings
amounting to RMB 688 million, out of total secured
borrowings amounting to RMB 1,275 million, were
secured by certain property, plant and equipment (Note
7) of the Group.

As at 31 December 2009, secured borrowings
amounting to RMB 130 million, out of total secured
borrowings amounting to RMB 1,275 million, were
secured by certain leasehold land and land use rights
(Note 6) of the Group.

As at 31 December 2009, secured borrowings
amounting to RMB 288 miillion, out of the total secured
borrowings of RMB 1,275 million, were secured by
certain restricted bank balances (Note 19) of the Group.

As at 31 December 2009, secured borrowings
amounting to RMB 19 million, out of the total secured
borrowings of RMB 1,275 million, were secured by
certain inventories (Note 16) of the Group.
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24. BORROWINGS (continued)

The Group (continued)

(i)

(i

As at 31 December 2009, other than the secured
borrowings described above, current secured
borrowings amounting to RMB 150 million were secured
by certain property, plant and equipment (Note 7),
certain leasehold land and land use rights (Note 6) and a
guarantee by Foshan Jin Lan pursuant to an agreement
dated 12 September 2008. In accordance with the
guarantee contract, Foshan Jin Lan granted a guarantee
in favour of Jinxi Jinlan for bank borrowing facilities
amounting to RMB 150 million.

Other unsecured borrowing represented a borrowing
from a local county government amounting to RMB
145 million which was repayable from 1 January 2008
onwards at an amount of RMB 20 million per annum.
Interest is charged at the RMB bank deposit rate for 1
year fixed deposit.

On 18 August 2010, the Group issued US$ 550
million Senior Notes, which bears interest at 8% per
annum payable semi-annually, to finance its potential
acquisitions and investments, capital expenditure
projects and working capital requirements. These Senior
Notes are wholly repayable on 18 August 2015.

On 17 November 2010, the Group issued US$ 300
million Senior Notes, which bears interest at 7%
per annum payable semi-annually, to refinance its
outstanding short-term debts. These Senior Notes are
wholly repayable on 17 November 2017.

24. BFE(E)

REE (&)

(i)

(i)

RZTETZNFF+ZA=+—
H  BREXFIEBENEEERE
N BEBREBERBEA
R¥A50BITAETYWE K
EhaEE(HE7) ETHEL
Hh R 4 b {5 FA 4 (Y52 6) A K
- YHRBLEERE—DH=
ZTEN\FALA+TZANHBEL
BER - REBEEREL - #1L
%%u%@%%%%ﬁA%ﬁ
TEZBEARKA150ETIE
mﬁﬁo

E@ﬁﬁﬁFmEam%ﬁﬁ
HERAREEA145BTT %2
EREB_ETNF—HA—AH
REFEEARE200087T -
FERAZIREITARE —FH
TE BT BRI RETE o

R-FB—FFNA+TNEB &
SEETSL0EETHELER
1B AEFIEB%RETE - BF¥F
EEEE NEBMHBEWRE
RiRE - BAXHIAE REE
BeHFR  ZFBEREBEEAR

—T-RFN\A+\BEE-

R-ZF—ZFF+—-A+tH-
AEEEITI00EETHES
RE WFENET%HE - &
FFEEBEE NEBHHER
WAREENERER - ZFE
FEBAR-_ZT—tF+—A
THHEE -
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24. BORROWINGS (continued) 24. B (&)
The Group (continued) NEEH (4Z)
On 12 August 2010, Eastland International Trading Limited RZZE—ZFNA+=H BARF
(“Eastland”), a company incorporated in British Virgin Islands EEREEREFENITERIUREE
and is wholly owned by Mr. Han Jingyuan, the chairman and 2EHE MR EBHER RS
the chief executive officer of the Company, subscribed for A3z 892 7] » Eastland International
US$21 million of the Senior Notes from the Initial Purchases Trading Limited ([Eastland]) + &i&
through Credit Suisse Group AG. Subsequently Eastland sold Credit Suisse Group AGEEHIIEE
US$10 million of the Senior Notes on 15 October 2010. As a TRE2I0BETEBERE B
result, as at 31 December 2010 Eastland held US$11 million of % EastlandR=_ZE—ZF+ A+ H
the Senior Notes. HiH&1,0008ETEBEZERE-
I R=ZE—ZTF+=-A=+—8H"
Eastland# 8B 1,100 =T E X E
o
As at 31 December 2010 and 2009, the Group’s borrowings NRZE—ZEFR_TETNF+_A
were repayable as follows: =+—H  AEE/ERDHER 0
T
Other borrowings
Bank borrowings and Senior Notes
SRITER HitnERREBLRE
2010 2009 2010 2009
—E-T2F ZETHhF —E-TF ZTThF
Within 1 year 1FER 680,249 1,796,481 - -
Between 1 and 2 years 1221 182,000 458,826 20,000 10,000
Between 2 and 5 years 2FE54F - 225,031 3,623,745 60,000
Over 5 years 5% - - 1,965,285 5,000
862,249 2,480,338 5,609,030 75,000

The effective interest rates at the balance sheet date were as

REERNERMEMT

follows:
2010 2009
“F-FF “TENE
RMB HK$ Us$ RVB HKS$ Us$
AR¥ BT EH ARE BT e
Bank borrowings BTN 4.86-12.00% - - 4.78-12.00% 2.13% 2.26-3%
Other borrowings HEMER 2.25% - - 2.25% - -
Senior Notes BEE - - 7.00-8.00% - - -
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24, BORROWINGS (continued) 24, fBFR(E)

The Group (continued) REE (&)
The carrying amounts of current borrowings approximate their mEBEZNEmEOUE AL EE -

fair values.

The carrying amounts and fair value of the non-current bank FERFIBITER R EMETNERERE

borrowings and other borrowings are as follows: FARBELT :

Carrying amounts Fair value

FREE NREE
2010 2009 2010 2009
—E-T2F ZZThF ZE-TF ZTThF
Bank borrowings RITENK 182,000 683,857 179,568 683,857
Other borrowings HifER 65,000 75,000 59,721 66,280
Senior Notes BEER 5,544,030 - 5,544,030 -
5,791,030 758,857 5,783,319 750,137

The fair values of current borrowings approximated their AABTRZETK  REERNAAR

carrying amount, as the impact of discounting is not significant.
The fair values of non-current bank borrowings, other
borrowings and Senior Notes are based on discounted cash
flow approach using the prevailing market rates of interest
available to the Group for financial institution with substantially
the same terms and characteristics at the respective balance
sheet dates.

As at 31 December 2010, the carrying amount of the
borrowings amounting to RMB 5,544 million is denominated in
US$, the remaining are denominated in RMB.

As at 31 December 2009, the carrying amount of the
borrowings amounting to RMB 160 million and RMB 670
million are denominated in HK$ and US$ respectively, the
remaining are denominated in RMB.

BELOUNEREE - JBRDRITE
R EMERREERBNRAEE
EAREERNSAE B FEREFER
BHRANSREBNRITH SRR
BenBEHERE -

RZBE—FE+-_A=+—0 A%
AR 544 BTG R BREE T A
EILEHE R A AR
g o

RZZZNF+ZA=1+—0 " B¥
ARA1.60187L K& 6.70BILERZEE
AETDRIAB T RETE - T
A TIAAREEHE -
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24. BORROWINGS (continued)

The Group (continued)

The exposure of the Group’s bank borrowings to interest-rate

changes and the contractual repricing dates are as follows:

6 months or less
6-12 months

The Company

Non-current
Senior Notes

Current

Bank borrowings, secured

Total borrowings

61E A A
6Z=1218A

FERE
BARE

E
RITE - DHER

AR

The carrying amounts of current borrowings approximate their

fair values.
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For the year ended 31 December 2010

24,

B (&)

REE (&)

REBIRITIEFALEN R K&

ANEFTRABMT -
2010 2009
—®-8F —TINF
670,949 1,623,278
191,300 957,060
862,249 2,480,338

AAT
2010 2009
—®-8F —TINF
5,544,030 =
- 159,903
5,544,030 159,903
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(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

24. BORROWINGS (continued) 24. B ()
The Company (continued) ViN/NCINE =)
The carrying amounts and fair value of the Senior Notes are as BEZBRNREERAABENT :
follows:
Carrying amounts Fair value
BREE NREE
2010 2009 2010 2009
—E-Z2F ZZThNF —E-TF ZTThF
Senior Notes BhREE 5,544,030 - 5,544,030 -
The fair values of Senior Notes are based on discounted BEZEBENARBEERARRRNE
cash flow approach using the prevailing market rates of HEBBEARREBAREBERN SR
interest available to the Company for financial institution BRTMSAREREREEZTE
with substantially the same terms and characteristics at the BRIE o

respective balance sheet dates.

As at 31 December 2010, the Company’s Senior Notes are RZZB—ZEF+-A=+—80 ' &2
denominated in USS$. AIMEBERIBIASITAHE -
As at 31 December 2009, the Company’s borrowings are RZZEZNFE+=ZRA=+—H  &A
denominated in HKS. AIAERIABTTEHE ©
25. OTHER LONG-TERM PAYABLES - GROUP 25, HittRHEAR-—FKE
2010 2009

—s-25 —TEAG

Non-current FERE

Finance lease obligations (i) R FH & AE () 344,836 570,163
Current B

Finance lease obligations (i) R FHEAHE () 209,150 134,432
Total other long-term payables Hit REAERREEE 553,986 704,595
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= BELAR BT TR 52

25. OTHER LONG-TERM PAYABLES - GROUP
(continued)

U)

In July 2008, Jinxi Limited entered into an asset sale and
leaseback agreement (the “Sale and Lease Agreement”)
with certain financial institutions. The sales proceeds of
the relevant property, plant and equipment were RMB
800 million. The lease term was 60 months and the lease
payments were adjusted annually and reset according to
the benchmark interest rate announced by the People’s
Bank of China (the “PBOC”). Jinxi Limited was entitled to
purchase the related asset at the cost of RMB 100 at the
end of the lease.

In August 2008, Jinxi Limited entered into a guarantee
agreement with another financial institution. Pursuant
to the agreement, this financial institution granted a
guarantee of RMB 800 million in favour of Jinxi Limited
for the above finance lease arrangement.

As at 31 December 2010, total minimum lease payments
under the finance lease based on the PBOC interest rate
as at the balance sheet date and their present values
were as follows:

202 China Oriental Group Company Limited 5 5 5 42 5 je A R A

—E-FE{_A=t-BIFE

25 HihRHEIESR -

FEE (E)

RZZZENFLA - EZAEMEE
HETERMEBIVEEES
eHEBHR(HERBEE
# o BEAME - BERRE
ZIHEMBRIEAARKS.00
B AN+ EA BHE
NREFEETABLRER
BARBRIT(HEARET])
FIRf o BENEEHMRTE -
R EREE - RS AR
A ARE100 R EREE
=

EC:; NENR - ZEME

A—RKEBEBRI L —1E
1%%’;@ o RIB X ek - %L At
e LR ERE LR
FMEH A ARK8.00E T
xR o

W-F—BF+-A=+—
B REEAARRITAGEE

FEse BARE Y RIEA
F AR ¢
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(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

25. OTHER LONG-TERM PAYABLES - GROUP 25. HttRHIENAR—FKE (&)
(continued)

Present Interest Total

value of expenses minimum

minimum relating to lease

lease payments future periods payments

REHE  BEARKREHE REHE

IR BE ZHEHX [REZEE 5

Within 1 year 1ER 209,150 49,166 258,316

Between 1 and 5 years 1254 344,836 31,705 376,541

553,986 80,871 634,857
As at 31 December 2009, total minimum lease payments RZBENF+_A=+—H &+
under the finance lease based on PBOC interest rate as at the BARBITREERFRFTBZ@E
balance sheet date and their present values were as follows: HMEzxERBENREEREREBEND

T

Present Interest Total

value of expenses minimum

minimum relating to lease

lease payments future periods payments

BEHE  BEARREE REHE

ARZHE ZA B (RET€CE]

Within 1 year 1R 134,432 68,258 202,690

Between 1 and 5 years 1254 570,163 64,694 634,857

704,595 132,952 837,547
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h = BELAE B EABI) T2 -T FFt_A=f—HIFY

25. OTHER LONG-TERM PAYABLES - GROUP 25. HtttRHIENR - XK@ (&)
(continued)
For the year ended 31 December 2010 and 2009, no B2 ZTFERK-_FTTNF+_-H
contingent-based rents were recognised as expenses. =+—HILFE  BEXIRAESHER
BHAX -
The effective interest rate of the finance lease obligations of the AEE Eﬁlﬁ*ﬂ% EEZEBRENERA
Group is 9.12% (2009: 9.12%) per annum. 9.12% (ZZEZTNF : 9.12%) °
As at 31 December 2010, the fair value of the finance lease R-ZEBE—ZFF+_A=+—H @&
obligations approximated RMB 595 million (2009: RMB 754 MEREZ AR BEHNARESSIE
million). The fair values were based on discounted cash flow TT(ZZETNF - ARBT7541ET) ©
using average borrowing rates of 5.62% per annum (2009: AREBEDIBREBERTFAERENEX
6.17%). 5.62%MHEZREREAE(ZTTN
F:16.17%) °
26. DEFERRED REVENUE - GROUP 26. EIEWA —AKEH
Deferred Operating
government lease
grant income (i) Total
s N Hst
At 1 January 2009 R-_ZEZNE—F—H - 62,756 62,756
Addition NE 10,500 - 10,500
Credited to the consolidated REHFIBERAZER
income statement - (32,000 (32,000
At 31 December 2009 RZZEZNF
+=—A=+—H 10,500 30,756 41,256
Addition NE 16,510 — 16,510
Credited to the consolidated REHFIBRAZER
income statement - (30,756) (30,756)
At 31 December 2010 R-Z—ZF
+=-—A=+—8H 27,010 - 27,010
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26. DEFERRED REVENUE - GROUP (continued)

)

On 5 June 2008, Jinxi Limited entered into a cooperation
agreement (the “Cooperation Agreement”) with Mr.
Shen Xiaoling, a director of the Company. Pursuant
to the Cooperation Agreement, from the date of the
Cooperation Agreement to 31 December 2010 (the
“Grant Period”), Jinxi Limited conveyed to Tangshan
Jinxi Mining Company Limited (“Jinxi Mining”), a
former subsidiary of Jinxi Limited, the management
and operating rights to use the iron mine assets which
comprise mining licenses of 18 iron mines, leasing
interests of Gao Jia Dian Mine and associated mines
and equity interests of Tangshan Fei Cheng Kuang
Ye Limited, Qianxi County Xin Ye Machinery Casting
Limited, Qianxi County Hong Yuan Trading Limited,
Qianxi County Fu Cheng Trading Limited and Qianxi
County Xin Cheng Trading Limited.

In addition, Jinxi Limited conveyed to Mr. Shen Xiaoling
the voting rights on the financial and operating policies
of Jinxi Mining during the Grant Period. Mr. Shen
Xiaoling is exclusively entitled to the profit and net assets
accumulated by Jinxi Mining during the Grant Period.
Mr. Shen Xiaoling paid a total cash consideration of
RMB 80 million as a return for the operating lease, and a
deposit of RMB 10 million (Note 41 (c)) refundable after
the leasing period.

The Company accounted for the above arrangement
as an operating lease. Therefore, the RMB 80 million
consideration was recorded as a deferred revenue and
recognised as income on a straight-line basis over the
2.5-year Grant Period. Jinxi Mining’s accounts will not be
included in the consolidated financial statements of the
Group during the Grant Period.

26. ELEWA-AKH

R-ZZFZN\FNARRB RAE
MEEARBER LB AL
AuatEmE( A ERBRED -
REAEHE - Bipeg BHIESR
—E-TF+-A=+—HL
(TRTHEM]) - RS E
BEEQLEEEER T 2N
B — AT BB E L=
BRAERQR(EOERER])

B3+ )\ 8 5 E B SRR AT A
& REEEENMCER LW
HERAMELURKEXER
NE - BEKFARBREES
RAR - BEBLEEERZIER
RE - BABEXREZERA
AIMBHEZKENESBRAA
HRAE o

BEAN - TR SR FILER &
ERBETHRARREAREN
B RACEREORER - LB
FEEBRENESZABESE
R T ERE® R 5T REE
FE MBERTEEXNRS
RIEEBFT AREES,000EBTLIEA
KEAER SRR R EE AR
&RERIEES AR 1,0008 7T
(M¥sE41(0)) »

AREl g BT HE AL
g Eilt - REEAKRS,0005
T 5 B 3 S YR I R 2 6 2 Y
BYHEANEREERBK
A REBENRBEERTH
FABTEWINARERE O
ARSI ©
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27. DEFERRED INCOME TAX - GROUP

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate
to income taxed levied by the same taxation authority on either
the taxable entity or different taxable entities where there is
an interaction to settle the balances on a net basis. The offset
amounts are as follows:

27. EEFREH-FKE

EERANBHAEERNRAERAR
EHZ BIRBBINITHE - WRERT
PSRt B[R — B S B sk FE AR IR £
BRTRERNEREWZAERE
B - A Ry AR R A AT
R - RERSEHEERAGERE
i o MIHS T ¢

2010 2009
—e-%F —TThF
Deferred tax assets: FEEFTBEE
— Deferred tax asset to be recovered — iR 1218 B & U E Y
after more than 12 months RIEFRIBE E 56,836 54,268
— Deferred tax asset to be — ¥R 1218 B AU e A
recovered within 12 months R IAE = 75,312 56,972
132,148 111,240
Deferred tax liabilities: ELEFHIBERE -
— Deferred tax liabilities — 5 12 18 A s 8
to be settled within 12 months FEFHEAE (30,130) (30,233
Deferred tax assets-net BEEFIBEE — F5 102,018 81,007

The gross movement on the deferred income tax account is as

follows:

At 1 January Rn—A—H

Credited to the consolidated RE BB R
income statement (Note 33 (a)) (K17£33(a))

At 31 December R+—A=+—8
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2010 2009
—2-%F —TTHA
81,007 7,461
21,011 73,546
102,018 81,007




Notes to the Consolidated

e

(Allamounts in RMB thousands unless otherwise stated)
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27. DEFERRED INCOME TAX - GROUP (continued) 27. EEMESH-AEE(Z)
BERIBEFAAEENEREERE
By E—T-TFF+_A=+—Hit
FETEHREINEE R BRI X
BB E -

Deferred taxation is calculated on temporary differences under
the liability method using the tax rate and the tax base that is
consistent with the expected manner of recovery or settlement
for the year ended 31 December 2010.

FREEHREEERABCLAFA
ER—HBHREANRHENER) HEE

The movement in deferred tax assets and liabilities during
the year, without taking into consideration the offsetting of

balances within the same tax jurisdiction is as follows: /I N
Deferred tax assets: BIETRIREE ¢
Losses  Temporary
on disposal difference
of property,  arising from  Impairment  Unrealised
plant and expense provision gains on
equipment  recognition of assets inventories Total
REME
BERZE  BREIN EERE HAER
HWER  ERMEER BB FEHE -y
At 1 January 2009 RZEENE—A—H 57 12,474 10,646 = 23,177
(Charged)/Crediited to the RANFIRE(0R)/ 2k
consolidated income statement (57) 33,004 43,622 11,494 88,063
At 31 December 2009 RZBBNETZA=1-8 - 45,478 54,068 11,494 111,240
Credited/(Charged) to the RAFFBRZER/ (k)
consolidated income statement - 26,223 - (5,315) 20,908
At 31 December 2010 W_E-EF+-A=+—H - 71,701 54,263 6,179 132,148

EERAE - —HENBRARAARYE2.04
B (ZETNF : ARK2.47187T)
B 25 BEEENEEERATIE TR
AR ER - WERRELEHBE
Eo

The directors are of opinion that the accumulated tax losses of
RMB 204 million (2009: RMB 247 million) of a subsidiary are
unlikely to be utilised before the losses expired. No deferred tax
assets were recognised.
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; i%ﬁi’JLM\Em}Eﬁqﬂ-i) BE_T-TF+_A=1—HILFE

27. DEFERRED INCOME TAX - GROUP (continued) 27. ELEFMEH-—KE£E(E)
Deferred tax liabilities: BETHIBERE :
Capitalised
interest
BEREFE
At 1 January 2009 R-ZZZNF—H—H (15,716)
Charged to the consolidated e RERNER
income statement (14,517)
At 31 December 2009 RZBZNF+=A=+—H (30,233)
Charged to the consolidated Ra o RER R
income statement 103
At 31 December 2010 RZZT—ZF+=-A=+—8 (30,130)
The amount of profits on which withholding tax has not been R-_F—FF+_A=+—8F
recognised at 31 December 2010 is RMB 2,200,850,000 it 33 ?E\ ?EI Hoafemas ARK
(2009: RMB 1,015,399,000). 2,200,850,000 7 (= FFNF : AR
#1,015,399,000 7T) °
28. OTHER GAINS/(LOSSES)-NET - GROUP 28. Hittlizx (BE) - FHE-KEH
2010 2009
—E-FF —ETNF
Other gains/(losses)-net: Hihlas, (E518) —F%8 -
Sales of raw materials and by-products HERME K EE & 82,716 20,046
Provision for impairment of property, ME - WE LR E
plant and equipment (Notes 7) B (MEE7) = (64,788)
Provision for impairment of goodwil PR R E R
(Notes 9) (FIEE9) = (7,667)
Provision for impairment of available- AN E SRS ERERE
for-sale financial asset (Notes 15) (fiz£15) (36,128) -
Loss on disposal of property, BEVE  BEK
plant and equipment (Note 38) R fEEETE (FIE38) (4,358) (820)
Tax expenses for inter-company SEARA AIREE
transfer of property, Y - B MR EN
plant and equipment %%IE 53 = (25,613)
Charitable donation =1/ (2,025) (2,505)
Foreign exchange loss, net (Notes 34) IZR{EQE—}%‘%E\ (7% 34) (16,795) (3,608)
Others Efth 1,999 4,410
Total A=t 25,409 (80,545)
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(B SRR FE LB AR TRl s

29. OTHER INCOME - GROUP 29. HMWA—FEEH
2010 2009
—2-%F "TThA

Dividend income from financial assets at RAnBEEEHESE
fair value through profit or loss (Note 38) AR CREE

A B M A (Ff¥5E38) - 1

Rental income arising from WEYHFTES
investment properties (Note 8) MU A (FiEES) 1,309 1,865

Income from operating leases KEHE 2 WA
(Notes 15(i), 26) (BEFEE15() ~ 26) 56,825 32,000
Others Hith 5,649 2,951
Total #Et 63,783 36,817

30. EXPENSES BY NATURE - GROUP 30. BRMEEINEX -—FEH

2010 2009

—®-8F -"TThE

Employee benefit expense (Note 31) BTN (MEE31) 592,253 471,838
Changes in inventories of finished goods Rk M ER R

and work in progress (Note 16) WFEEEE) (Mt 16) (2,860) (303,284)
Raw materials used (Note 16) FrRR IR AL (B EE16) 25,124,376 16,412,965
Utilities BER 1,550,434 1,221,704
Amortisation of leasehold land TAET R

and land use rights (Notes 6) {5 e 45 (P 6) 1,797 1,651
Depreciation of property, plant Y% - BREMERETE

and equipment (Notes 7) (KI7E7) 892,035 845,051
Amortisation of intangible assets (Note 9)  EF & E# 45 (F13E9) 13 =
Depreciation of investment TEMENE (3E8)

properties (Notes 8) 806 805
Operating lease expenses in BT b b AR

respect of land use rights KETHEER 9,890 9,221
Impairment provision for HL A UK BR SR AR (B B A

other receivables (Notes 18) (FtzE18) - 21,305
Reversal of provisions for declines in MIFEEE N2 BERE

the value of inventories (Note 38) (Ft7£38) = (45,511)
Provision for impairment of available- AIEHE SRS ERERE

for-sale financial assets (Notes 15) (BFzE15) - 188,100
Auditors’ remuneration IZE A & 5,600 3,500
Others Hib 298,670 e 7

28,473,014 19,130,122
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31. EMPLOYEE BENEFIT EXPENSE - GROUP 31.

ETEMMAX - REE

2010
—g-%F —TThF

Staff costs (including directors’ emoluments) 8 T (B iEE )

— Salaries and welfare —F& REF 444,297 416,045
— Pension costs-defined —IRIRE A — EREHER
contribution plans (a) BRI EETE () 80,404 45,040
— Share options granted to directors, —RT¥EE - 5BRBAL
eligible persons and K B e
employees (Notes 21) (FtzE21) 67,552 10,753
592,253 471,838
(@)  Pensions — defined contribution plans @ EIK ERERGEBRND

The employees of the subsidiaries of the Group that
are incorporated in the PRC participate in a defined
contribution retirement benefit plan organised by the
relevant provincial government. For the years ended
31 December 2010 and 2009, the Group is required to
make monthly defined contributions to these plans at
rates from 10% to 20%, with the base of their total salary
subject to a certain ceiling.

The Group has no other obligations for the payment
of retirement and other post-retirement benefits of
employees or retirees other than the payments disclosed
in the above note.
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31. EMPLOYEE BENEFIT EXPENSE - GROUP (continued) 31. EIRAMX—AKEH(ZE)

(b)  Directors’ and senior management’s emoluments ) ESKSAEREMS
The emoluments of every director for the years ended 31 Bz ZEN_ZETNEF
December 2010 and 2009, on a named basis, are set +-A=1+—BItFE KE=
out as below: M e (AR A2 BFNT

Fair value of Pension
employee costs -
share defined
options contribution

Salaries granted plans
and EREES BREHA -
Name of Director Fees allowances Bonus BREN THELTGE Total
BEEHE e FoREl A NMEE  BRETE o
2010 “E-TF
Mr. Han Jingyuan BRI 546 5,167 1,290 2,074 10 9,087
Mr. Zhu Jun * BERE 420 1,342 355 941 10 3,068
Mr. Liu Lei 2 Zrx 260 1,092 293 941 10 2,596
Mr. Shen Xiaoling i3y 360 1,154 334 9H 10 2,799
Mr. Zhu Hao K OBEE 260 433 43 941 10 1,687
Mr. Muktesh Mukherjee Muktesh Mukherjee 04 260 433 87 1,133 10 1,923
Mr. Ondra Otradovec Ondra Otradovec &4 260 - - 812 = 1,132
Mr. Jean-Paul Georges Schuler  Jean-Paul Georges
Schuler 4 260 - - 254 - 514
Mr. Wong Man Chung, Francis ~ EX R4 260 - 43 817 = 1,120
Mr. Gao Qingju REREE 260 - - 724 - 984
Mr. Yu Tung Ho REEERE 303 - - 724 - 1,027
3,449 9,621 2,445 10,362 60 25,937
2009 ZZTNE
Mr. Han Jingyuan BEREE 452 4529 2,749 921 11 8,662
Mr. Zhu Jun X Exk 344 1,817 132 826 1 3,130
Mr. Liu Lei 2 FRE 264 1,177 340 826 11 2,618
Mr. Shen Xiaoling TR EE 314 714 529 826 13 2,396
Mr. Zhu Hao K OBRE 264 - - 826 11 1,101
Mr. Muktesh Mukherjee Muktesh Mukherjee 54 264 = - 1,582 8 1,854
Mr. Ondra Otradovec Ondra Otradovec 6% 264 - - 1,217 = 1,481
Mr. Jean-Paul Georges Schuler  Jean-Paul Georges
Schuler %4 264 - - 1,217 - 1,481
Mr. Wong Man Chung, Francis & X %4 264 - - 635 = 899
Mr. Gao Qingju REALE 264 - - 635 - 899
Mr. Yu Tung Ho RERE 308 - - 635 = 043
3,266 8,237 3,750 10,146 65 25,464
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SO 'atgd Financial Statements

Unless otherwise stated)

For the year ended 31 December 2010

AREFEASN) #2-T-TF+_A=f-ALFE

EMPLOYEE BENEFIT EXPENSE - GROUP (continued)

(b)

Directors’ and senior management’s emoluments
(continued)

None of the directors waived or agreed to waive any
remuneration during the years 2010 and 2009. The
emoluments of the independent non-executive directors
during the year are approximately RMB3.1 million (2009:
RMB 2.5 million).

Five highest paid individuals

The five highest paid individuals consisted of:

EEAH
BT AZ

Number of directors
Number of employees

The five individuals whose emoluments were the highest
in the Group for the year include four (2009: five)
directors whose emoluments are reflected in the analysis
presented above.

For the years ended 31 December 2010 and 2009,
no emoluments were paid by the Group to any of
the directors or the five highest paid individuals as
inducement to join or upon joining the Company or as
compensation for loss of office.

212 China Oriental Group Company Limited 5 5 5 42 5 B A R A

31.
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(b)
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e - FR - IFFEL
IEMITEENHEHARE 310
BL(ZZEZNF : AR¥250
gi) °

REEEHFMAL
BEBBHMALESE

2010 2009

—¥-%F -TENE

4 5

1 =

5 5

FEEAEBRAUESHMA
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f)EE HMee R EXHS
Hrep 251 o
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(Alllamounts in RMB thousands unless otherwise stated)

(% B A & B AR E T OBl 3

EMPLOYEE BENEFIT EXPENSE - GROUP (continued)

Five highest paid individuals (continued)

31.

(©)

The remuneration of the five highest paid individuals for
the years ended 31 December 2010 and 2009 fell within

the following bands:

RMB 1 to RMB 1,000,000
(approximately HK$ 1 to
HK$ 1,175,185)

RMB 1,000,001 to RMB 2,000,000
(approximately HK$ 1,175,186
to HK$ 2,350,370)

RMB 2,000,001 to RMB 3,000,000
(approximately HK$ 2,350,371
to HK$ 3,525,554)

RMB 3,000,001 to RMB 4,000,000
(approximately HK$ 3,525,555
to HK$ 4,700,739)

RMB 4,000,001 to RMB 5,000,000
(approximately HK$ 4,700,740
to HK$ 5,875,924)

RMB 5,000,001 to RMB 6,000,000
(approximately HK$ 5,875,925
to HK$ 7,051,109)

RMB 6,000,001 to RMB 7,000,000
(approximately HK$ 7,051,110
to HK$ 8,226,294)

RMB 7,000,001 to RMB 8,000,000
(approximately HK$ 8,226,295
to HK$ 9,401,478)

RMB 8,000,001 to RMB 9,000,000
(approximately HK$ 9,401,479
to HK$ 10,576,663)

RMB 9,000,001 to RMB 10,000,000
(approximately HK$ 10,576,664
to HK$ 11,751,848)

ARBATE
AR#1,000,000 7T

BETEMMAX - REE(E)

REHESHMAL(E)

Z-ZEER_TTNF
T—HLEFEAR A
A LEB 2 F2A
TEE

Number of individuals

(891872 1,175,185787T) - =

AR 1,000,001 TTE A RE
2,000,000 JT (491,175,186
P ITE 2,350,370 7T)
AR 2,000,001 TEARE
3,000,000 7t (#92,350,371
P ITE 3,525,554 8 7T)
AER#¥3,000,001 TE AR
4,000,000 7T (%9 3,525,555
P ITE 4,700,739 7T)
AR 4,000,001 TEARKE
5,000,000 7T (474,700,740
B ILE 5,875,924 7T)
AR 5,000,001 TEARKE
6,000,000 7t (#75,875,925
B ITE 7,051,109 7T)
AER#¥6,000,001 TTE A REE
7,000,000 7T (477,051,110
B TLE 8,226,294 5 7T)
AR 7,000,001 TEARKE
8,000,000 7T (#7 8,226,295
B ITE 9,401,478 7T)
AER#¥8,000,001 TE AR
9,000,000 7T (%7 9,401,479
B ITE 10,576,663 7T)
AER#¥9,000,001 TE AR

A%
2010 2009
—2-25 -“TThE
= 1
2 2
2 1

10,000,000 7T (710,576,664

WBITE 11,751,848 7T)
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For the year ended 31 December 2010
—F-FE+_A=t-BIEE

32. FINANCE INCOME AND COSTS - GROUP 32, MBBAREE-FEH

2010 2009
=S

Interest expenses T 2 &
— borrowings — &= (247,091) (112,908)
— discount of notes receivable — W EEITR (7,886) (3,846)
— finance lease liabilities —-RMEHERE (52,881) (59,517)
Net foreign exchange gains (R oA &Yz
on borrowings (Note 34) (K17E34) 97,624 256
Finance costs BFTER AR (210,234) (176,015)
Less: amounts capitalised B BBEREEBEARNL
on qualifying assets (Note 7) K58 (FRE7) 14,579 38,870
Total finance costs (Note 38) B 7 Rk A 42 kA (FfT 5 38) (195,655) (137,145)
Interest income on bank deposits RITETEF) BUA 18,396 9,800
Interest from loans to a third party (i) ETE=FEFHNFE() 34,145 18,476
Income from loan receivable FEURE SRR A 4,508 7,138
Finance income (Note 38) BAFEUR A (F17E38) 57,049 35,414
Finance costs, net BFTERRA « R (138,606) (101,731)
()  Pursuant to a loan agreement entered into between Jinxi () AR5 7o o 68 B | Ly 2R 7 A 6
Limited and Tangshan City Jinxi Iron and Steel Group SEERAR(ELEAS
Co., Ltd. (“Tangshan Jinxi Group”) in May 2010, the BDR=ZZT—ZEFHAFZ
loans provided by Jinxi Limited to Tangshan Jinxi Group WERHZE  EFAHER_F
amounted to RMB 893.2 million as at 31 December —ZEF+_A=+—HREW
2010. These loans were secured by Tangshan Jinxi EASERHENERAARK
Group’s 100% equity in Qianxi County Jinxi Wan Tong 8.932 87T - ZEEFHE ILZE
Ductile Iron Pipes Co., Ltd. (“Jinxi Wan Tong”) and all ASEERBAZREAEMIKE
of the assets purchased or constructed by using the BEBRAR(NEASAEDD
proceeds of the loans. They bore interest at 5.3% and 100% = R EFRATS 5RIEB A
were repayable on 31 December 2010. This related NEENEEERERT - E%%
interest was received during December 2010. BERIA5.3% 5T B RARZ

BE+-_HA=1+— EHEE ° 18
BHNEER_Z—FTF+_H
WZER

214 China Oriental Group Company Limited 55 Jy 45 [ e A5 B A 7]



Notes to the Consolidated

e

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

33. INCOME TAX EXPENSE - GROUP

(@  Income tax expense represents: @ FIEMERRE:
2010 2009
—s-%F -TThF
Current income tax & HFTS I
- PRC enterprise income — B EEFREH
tax (the “EIT”) ([PEDEAMEH] 449,041 414,839
Deferred income tax (Note 27) EIEFTSH (FIaE27) (21,011) (73,546)

The Company was incorporated in Bermuda as an
exempted company with limited liability under the
Companies Act 1981 of Bermuda and, accordingly, is
exempted from payment of Bermuda income tax.

The subsidiaries directly held by the Company were
incorporated in BVI with limited liability under the
International Business Companies Act Chapter 291 and,
accordingly, are exempted from payment of BVI income
tax.

Hong Kong profits tax has been provided based on the
statutory profit of subsidiaries incorporated or traded in
Hong Kong in accordance with the Hong Kong tax laws
and regulations, after adjustments on certain income and
expense items, which are not assessable or deductible
for profit tax purposes (2009: nil).

The PRC EIT is calculated based on the statutory profit
of subsidiaries incorporated in the PRC in accordance
with the PRC tax laws and regulations, after adjustments
on certain income and expense items, which are not
assessable or deductible for income tax purposes.

428,030 341,293

ARARBEARE-NN—F
REZEBREZMARLRE
HRReERELAR HEHR
BN BRERSH -

ARBEERFANOME AR
BEREERAREE 201 BHR
BHEBARESEIMRISER
BEERA HERRHNRE
BRSPS -

FAENBHRDENET B M
PR3 B BRI B A B EVETE
B RIBEEREAR R
- RNABETAERBREA
AR AT 1S 3 A WA K B S TR
BRIFLBEBE(ZTTNF:

7).

R E TS B BN E R E
£ A Sz 40 B 2 A T
Rl BB ERBARR G
Bl REEE T RARB AT
EE L O b
B&3E -
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33.

INCOME TAX EXPENSE - GROUP (continued)

(@)

Income tax expense represents: (continued)

Effective from 1 January 2008, the subsidiaries
incorporated in the PRC are required to determine and
pay the EIT in accordance with the Corporate Income
Tax Law of the People’s Republic of China (the “New EIT
Law”) as approved by the National People’s Congress
on 16 March 2007 and the Detailed Implementation
Regulations of the Corporate Income Tax Law (the “DIR”)
as approved by the State Council on 6 December 2007 .
In accordance with the New EIT Law and DIR, the EIT
rate applicable to the subsidiaries incorporated in the
PRC will be 25% for those with original applicable EIT
rates higher than 25%, or gradually increased to 25% in
a 5-year period from 2008 to 2012 for those with original
applicable EIT rates lower than 25%. The preferential
policy of exemption or deduction shall be effective from
1 January 2008, even if the subsidiaries were still in a
cumulative tax loss position.

Jinxi Jinlan was qualified as a foreign investment
production enterprise and was established in a coastal
economic development zone. Approved by local tax
authority on 14 December 2007, Jinxi Jinlan was entitled
to a two-year full exemption followed by a three-year
50% tax deduction, commencing from 1 January 2008.
The effective tax rate of Jinxi Jinlan for the year ended 31
December 2010 was 12.5% (2009: nil).

Shenzhen Leasing was qualified as a service industry
enterprise and was established in a special economic
zone. Approved by local tax authority on 14 September
2008, Shenzhen Leasing was entitled to a one-year full
exemption followed by a two-year 50% tax deduction
effective from 1 January 2008. Accordingly, the effective
tax rate for the year ended 31 December 2010 was 11%
(2009: 10%).

216 China Oriental Group Company Limited 1 5 5 5 42 5 B A FR A 7

33. FIEBER-AKE(E)

@

PSR ERBE : (&)

—EENF—H—H&E A
7 o B S AR S E BT B A B8
RR-ZZTE+F=A+ B2
BAXNGHIENTEARKE
MBIk ERMEFBOR(F 2R
BEED R _TZTLE+ A
NEBEERAL AN EMER
EERMA(EEMAA D -
HEWHMNDEMER - KR
MEEMSEERERMAA -
T o B A AR S A BT B A B 4n
REBANCEMSHERS
25% Al T /25% : IR
LEEAMNTEMSHREER
25% AIEZZTENFE_ZF
——FHRFAN BF AR
25% o HEER B R B 2 BB
RKE-ZZEN\F—H—HRE
o BE S W B A RDER
SEHEEEAMR

EACHAEIIEIREEEN
TEMER - W EEEER
BRI AR RR =
TELF+— A+ MHHEER
EEemE ST N\F—F—
Hie ZAMEHRBHRERE
B=FE0%BBER - REZE
—E-TF+ZA=1+—HL
FE - HARBER125% (=

ETNEB) -

FYNEERTE R ERENE
1 WA RIS R L - A
WHERMBR _-_ZEZENENA
THAER  RINBEE=-ZT
TENFE—A—BR EHE—F
B 165 &A o I EL1& M 4 50% B 15
BER Bt REIZEZZE—F
F+-—A=+—HLFE " H
BRHEAE11% (ZTETNE
10%) °



33. INCOME TAX EXPENSE-GROUP (continued)

(@)

Income tax expense represents: (continued) (@

Oriental Evertrust was qualified as a service industry

enterprise and was established in Tianjin Binhai Hi-tech

Industrial Development Area. Pursuant to a framework

agreement with Administrative Committee of Tianjin

Binhai Hi-tech Industrial Development Area on 19

September 2010, Oriental Evertrust was entitled to a

two-year full exemption followed by a three-year 50% tax
deduction effective from 1 January 2011.

The taxation on the Group’s profit before taxation differs (b)

from the theoretical amount that would arise using the
weighted average tax rate of 25.35% (2009: 23.88%)
to respective profits of the consolidated entities for the

years ended 31 December 2010 and 2009 as follows:

Profit before taxation

Taxation calculated at
statutory tax rate

Effect of tax exemption of subsidiaries

Tax losses for which no deferred

income tax asset was recognised

Utilisation of previously
unrecognised tax losses

Effect of other non-taxable income
Effect of non-deductible expenses

R HITIR

IR IBR R 2

BAEREILEMEMEE
B IEEE

SRR TR IEEIB M (E R

B NERBTBANTE
PRHRAX R E

33. FISHER-A&KEE(E)

FERERBLE (&)

RHERFARBECENE
1% WHRREES S RTE
ERBEAT - BIBEXEE
=TT E R B EAITIR
ZEERZT—ZFNATI
HEITWIERGZE  RAGEE
AZEMFERBEHREREE=
F50% MBER TH_-F
——F—F—HBER-

7R 6% B A B s A B B IR
E_F-FTFER_FTENF
TZA=+—BILFEEHE
A2 Y ) A R B R DN SE g A R
25 35% (ZZTZNF : 23.88%)
EMEmAENERD HIW

]

T-
2010 2009
—®-8F C—TTNG
1,613,481 1,313,734
408,946 322,520
(5,507) (6,356)
17,070 24,680
(8,286) (14,936)

- (44)

15,807 15,429
428,030 341,293
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SO 'atgd Financial Statements

Unless otherwise stated) For the year ended 31 December 2010

AREFEASN) #2-T-TF+_A=f-ALFE

34. NET FOREIGN EXCHANGE GAINS/(LOSSES) 34. ERWE(FE) B8

35.

36.

The exchange differences credited/(charged) in the
consolidated income statement are included as follows:

REHFBRAZER (k) ZEX
ERFIWT -

2010 2009
—2-%F C—TINF

Other losses — net (Note 28) HAbE B — 55 (FIzE28) (16,795) (3,608)
Finance costs — net (Note 32) B ISRk AN — 3 58 (B15E 32) 97,624 256
80,829 (8,352)

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
approximately RMB 60.64 million (2009: RMB 75.81 million).
EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the profit

attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year.

35. ARQREHESHEEGRR

KRR FEERERFBETA
AARFEHREOHARE6,064 8
TT(ZEZNF : AREET758187T) ©

36. wBRIER
BN
ERNGROSNRBEAR B ESRH

EREGNRAFARETE BB
IfEFHEMATHE

2010 2009
—E-ZF —ETNF
Profit attributable to equity NG Eas sy By ey
holders of the Company 1,062,838 884,323
Weighted average number of BTSRRI INE
ordinary shares in issue (thousands) FHE (T 2,929,663 2,929,200
Basic earnings per share (RMB per share)  EAREIH T (FAIRA REET) 0.36 0.30
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Notes to the Consolidated

e

36. EARNINGS PER SHARE (continued) 36. BRER (&)

Diluted Wi

Diluted earnings per share is calculated by adjusting the HREERRR TIERERATE A HER
weighted average number of ordinary shares outstanding to BELTEREEBRE  RIBEERITY
assume conversion of all dilutive potential ordinary shares. BIREINEFLOREETE - KAFIE
The Company has one category of dilutive potential ordinary B HBURENBELBR : B
shares: share options. For the share options, a calculation WE o BLEBRRMEM 5 - BB MRITER
is done to determine the number of shares that could have FREFT M RIB N EEBEE  BF
been acquired at fair value (determined as the average BEATE(EEAAQ RO FHE
annual market share price of the Company’s shares) based EME)ATBANRMNEE - U RS
on the monetary value of the subscription rights attached to T ER IR EE Jh R R BB RETT
outstanding share options. The number of shares calculated RS TR EE (EHLE -

as above is compared with the number of shares that would
have been issued assuming the exercise of the share options.

2010 2009
—2-%5 C—TINF

Profit attributable to equity AARERTFE AEE T

holders of the Company 1,062,838 884,323
Weighted average number of ordinary AR EERER G

shares in issue used in calculating basic B 27T @A e

earnings per share (thousands) T8 (FhR) 2,929,663 2,929,200
Adjustments for options (thousands) FEAGRE E =E (%) 7,052 7,052
Weighted average number of ordinary HEREERENEES

shares and potential ordinary shares DENEEITEBER

issued as the denominator in calculating AT AR N fE

diluted earnings per share (thousands) g (FI%) 2,936,715 2,936,252
Diluted earnings per share (RMB per share) #E&ER % F (FRRAREIT) 0.36 0.30
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‘Unless otherwise stated) For the year ended 31 December 2010

BUARBTEREN) 8Z_Z-ZF+_A=+-RAI5E

37. DIVIDENDS 37. RE
2010 2009
—E-EF —EThF
Interim, paid HRHY - BRAT = -
Final, proposed (a, b) KE - DK (a, b) 266,750 221,834
266,750 221,834
(@ At a meeting held on 18 March 2011, the Board @ RmR-ZZE——F=ZA+/\HE1T
proposed a final dividend in respect of the year ended Mext ESRERKRESH
31 December 2010 of HK$313.48 million (approximately E-TE-FTFF+_HA=+—H
RMB 266.75 million), representing HK$0.107 per 1EFERHARE B.3.1348 878 7T
ordinary share. (M AR¥E266751E7T) ' BIE

AR E AR 0.107 & T o

(b) At a meeting held on 23 March 2010, the Board by RZZBE—ZF=ZF_+=HH
proposed a final dividend in respect of the year ended THEEL EZREERE
31 December 2009 of HK$ 251.94 million (approximately HE_ZSENF+_A="1—
RMB 221.83 million), representing HK$ 0.086 per AIEFENRARKRE251941
ordinary share. B (AR 2218318 7T) -

BER% 38 A% 0.086 87T ©
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(Allamounts in RMB thousands unless otherwise stated)

(BB - HiE S BN RE T AR i

38. CASH GENERATED FROM OPERATIONS 38. EEEANES
(@)  Recondiliation of profit before taxation to cash generated @ BREARMNELEESNIRS
from operations is as follows: MARFEHROT ¢
2010 2009
—E-ZF ZZTNF
Profit before income tax K ETE R AR A 1,613,481 1,313,734
Adjustments for: T
Impairment provision for FEUBR SR B
receivables (Notes 18, 30) (BizE18 -~ 30) = 21,305
Depreciation (Notes 7, 30) & (FisE7 ~ 30) 892,035 845,051
Depreciation of investment WEMETE
properties (Notes 8, 30) (MizES - 30) 806 805
Amortisation of leasehold land TE 4 Jo A {5 A
and land use rights (Notes 6, 30) B35 (Mi3E6 ~ 30) 1,797 1,651
Amortisation of intangible EREERE (M9 - 30)
assets (Notes 9, 30) 13 -
Amortisation of long-term REEIE & E#H
deferred assets - 363
Reversal of provisions for declines in WEEEBE TR
the value of inventories (Note 30) Rt E (M5 30) - (45,511)
Impairment provision for B/ EERERE
intangible asset (Notes 9, 28) (Fi§5EQ, 28) = 7,667
Impairment provision for property, Y% - BEREERERE
plant and equipment (Note 7, 28) (BI=E7, 28) - 64,788
Share of results of associates (Note 11) FE(EEE S AR (FizE11) (191) (77)
Loss on disposal of property, BREVE  BEEREFEE
plant and equipment, net (Note 28) (Mfzx28) 4,358 820
Exchange loss (Note 28) B 5 518 (FfrE 28) 16,795 3,608
Finance income (Note 32) BRI (i 32) (57,049) (35,414)
Dividend income on financial assets at fair 122 7 B{E: & B 2 &zt A8k
value through profit or loss (Note 29) e REERNRBWA (FFFE29) - 1
Finance costs (Note 32) RS AAS (HI5E32) 195,655 137,145
Share-based payment (Note 31) VARRAR A EEHE 2 5k (B9 31) 67,552 10,753
Impairment provision for available-for-sale At H &4 g & E(EREE
financial assets (Note 15) (PFF3E15) 36,128 188,100
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38. CASH GENERATED FROM OPERATIONS (continued) 38. BEEEMES(EZ)
(@  Reconciliation of profit before taxation to cash generated @ BREARMNELESESNIRS

from operations is as follows: (continued)

Changes in working capital (excluding BECEE (T REEH
the effects of acquisition and H&E%&ER%EE’] -
exchange differences on consolidation):

(Increase)/decrease in financial assets BARBEFTEAEEHA
at fair value through profit or loss BHEERNSREE (Em), md

Increase in inventories and FERERP YL
properties under development

Decrease in restricted bank balances X IR BRI AR

Increase in trade and notes receivables,  EWE FIER K EE - BN FUE
prepayments, deposits and other e REMEURER K
receivables and other current assets HMREEEE M

Increase in amount due from related parties & 7k

Increase/(decrease) in trade payables,
current income tax liabilities, accruals,

TIBIEN
EEHE%EEM EHIE
HaE \RER -

advances from customers and Tal = P FE A

other current liabilities mBaEEM CRd)
Decrease in deferred revenue B AR A
(Decreass)/increase in amount FEA BB 5 0B ORid) /3

due to related parties
Cash (used in)/generated (AR),/REEEHNES

from operations

(b)  Major non-cash transactions:

(b)

For the year ended 31 December 2010, the Group

MAREERIT « (&)

endorsed bank acceptance notes to the supplier for
purchase of property, plant and equipment amounting
to approximately RMB 352 million (2009: approximately
RMB 315 million).

222 China Oriental Group Company Limited 55 5 42 5 je A FR A 7

2010 2009
—g-8F  —TENG
14 @)
(1,734,424) (985,073)
8,041 8,587
(3,212,043) (435,874)
(7,606) (219,579)
954,767 (488,672)
(14,246) (21,500)
(8,988) 1,430
(1,243,105) 374,002
FEIFRERS ¢

HE-T-BET-A=1-
ALEEE ARERBENY

¥ BEERZERAHRERSS
MITERLEZHAREI2E
T(ZETNEF  HARYI15
BT) °



Notes to the Consolidate:

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

38. CASH GENERATED FROM OPERATIONS (continued) 38. EEEANERE(E)
(©) In the cash flow statement, proceeds from sales of ) RESRERAN HEME-
property, plant and equipment comprise: = R iR B TS SR BAE ¢
2010 2009

—g-%F —TThF

Net book amount from sales and Y% - BB MEEEE
deductions of property, plant KR Ay
and equipment (Note 7) BREFE (FIsE7) 145,351 10,541
Write off of impairment VERIEE ES (7,879) =
Disposal of a subsidiary HE—HHB AR (7,924) -
Loss on disposals of property, BREVE  MEN
plant and equipment (Note 28) FiEEE (M 28) (4,358) (820)
Non-cash assets received (i) 2 UL IEIR & & EE (i) (123,398) (9,750)
Proceeds from/(payment for) BREWE  BEK
disposal of property, plant and BEPTEIE (F3R)
equipment 1,792 (29)
(i) Non-cash assets received mainly represented bank i) WK IEREEEFEEMR
acceptance notes received from deductions of Y% - BB KRR A W ER
property, plant and equipment. RYERITAR L IES ©
39. FINANCIAL GUARANTEE CONTRACTS - GROUP 39. BIXEREN—FXEH
2010 2009
—E-ZF —ETNF
Guarantee for bank BE =T HIRITER
borrowings of a third party HEER 30,000 30,000
As at 31 December 2010, Jinxi Limited provided guarantee RZZE—ZEFF+A=+—8  EF
for bank borrowings in favour of a third party amounting to 82 A 58 = RSRTT i R B ELR
RMB 30 million (2009: RMB 30 million). The fair values of these ARES00&ET(ZZEZTNF : AR
financial guarantee contracts are not significant. #&3,00087T) - ZEMBREREND
AR BELTERK -
The directors of the Company are of the view that such RAREERBEZE TR TS AL
obligation will not cause an outflow of resources embodying ER AR ©

economic benefits.
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SO 'atgd Financial Statements

‘Unless otherwise stated) For the year ended 31 December 2010

AREREASN) 22— TF+_A=f-ALFE

40. COMMITMENTS - GROUP 40. FE-KEEH
(@  Capital commitments @ EAEE
Capital expenditure at the balance sheet date but not yet REEBHAREENERFAS
incurred is as follows: T
2010 2009
—E-FF ZETNF
Purchase of property, BEYE BEIK
plant and equipment
— Contracted but not provided for — BRI EREME 1,846,386 1,936,442
— Authorised but not contracted for ~ — B ¥ (AR ET 4 131,977 1,013,127

1,978,363 2,949,569

At a meeting held on 23 March 2010, the directors of BE—_Z—ZFTF=HA=_+=H
Jinxi Limited have resolved to terminate the rolled sheet ERHEERANEEZREE -
project, and the capital commitment authorised but R IERERTIE - HER
not contracted of approximately RMB 765 million were EREERETORE R A AR
released. DPAREET7.6518TT ©

(b)  Operating lease commitments (o) KEEHEEHAE
The future aggregate minimum lease rental expenses in BN REERESHEE T
respect of land use rights, building, plant and equipment THE R BF - BE K&
under non-cancellable operating leases are payable as HERENRRREEER S8
follows: SHIT

2010 2009

—2-%F C—TINF

No later than one year 1ER 184,549 54,612

Later than one year and 1FAE - 5FELR
no later than five years 53,176 179,208
Later than five years 5% LA E 170,383 178,714
408,108 412,534
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Notes to the Consolidate:

.

(Allamounts in RMB thousands unless otherwise stated)

(B SRR FE LB AR TRl s

41. RELATED PARTY TRANSACTIONS 4. BEERS
Parties are considered to be related if one party has the ability, M— B EEREEENIEH S —7
directly or indirectly, to control the other party or exercise S B —HESEM R EERRE
significant influence over the other party in making financial and HEAZES - B ABEET o YK
operating decisions. Parties are also considered to be related THEEH - AR AR o

if they are subject to common control.

(@)  For the years 2010 and 2009, the directors are of the @ RZEBE—EZEFR_ZTZTNF
view that the following companies and persons are N BEFREANTARI AL
related parties of the Group: RALE RN
Name Relationship with the Group
=t BEAKEEF
Wellbeing Holdings Limited Substantial shareholder of the Company

(“Wellbeing”)
Wellbeing Holdings Limited AARHEEZME

(TWellbeingJ)

Mittal AG Substantial shareholder of the Company

Mittal AG RATHEEZRRE

Tangshan Jinxi Group Shareholder of Jinxi Limited and its legal representative is
Mr. Guo Feizhi, one of the key executives of Jinxi Limited

B EASE EPEHHERE - AERRBRE AL REAMBEE
FTHRABZ—

Arcelor Mittal Sourcing SA Controlled by the same ultimate controlling shareholder of Mittal AG

(“AM Sourcing”)
Arcelor Mittal Sourcing SA FA Mittal AG B [B] — S 4R 2R AR AR SR 22

(TAM Sourcing )

Foshan Jin Lan Group Co., Ltd.  Controlled by Mr. Zhou WEeijie, a director of Jinxi Jinlan
(“Jin Lan Group”)

BlLeREEERAR MRS MEERARGETR LS
((EHER])

Foshan Jin Lan Minority shareholder of Jinxi Jinlan

BELER ==triclal e G
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nless otherwise stated) For the year ended 31 December 2010

T-TE+_A=f-AILFE

BINREFEABE) B

41. RELATED PARTY TRANSACTIONS (continued) M. BEBAERS (&)
(@)  For the years 2010 and 2009, the directors are of the @ RZBE—ZFR_ZTZTNF
view that the following companies and persons are N BEREBATARIRATLT

related parties of the Group: (continued)

RAEENRE ) - (8)

Name Relationship with the Group
=L BEASKEHBAFE

Foshan Jin Lan Import and
Export Co., Ltd. (“Jin Lan
Import and Export”)

B SHELE R ERAR
(TemgELn])

Foshan Jin Lan Nonferrous
Metals Product Co., Ltd.
(“Jin Lan Nonferrous Metals”)

HlLEEEEEBHE
BRAR(EHBEEEE])

Zhongxing Iron Mine

R

Jinxi Wan Tong

Controlled by the family members of Mr. Zhou WEeijie, a director
of Jinxi Jinlan

RS HHNESRERTENRBIES]

Foshan Jin Lan’s subsidiary

BlLeMnMEAE

Jinxi Limited’s associated company
2 P 4 5 O Bt 5 )

Its legal representative is Mr. Shen Xiaoling, a director of the Company

S8 EEERRABAAREST LRI EAE
Hui Yin Substantial shareholder of Jinxi Section Steel
TER =Dk

Tangshan Fengnan Qu
Jinxi Fenggang Iron and Steel
Co., Ltd. (“Jinxi Fenggang”)
JE LI T S i i 3R A S 6
BRAR(DEAEM])

Its legal representative is Mr. Han Li, the legal representative
of Jinxi Limited

HEERKRGSROEMBANEERRENEE
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41. RELATED PARTY TRANSACTIONS (continued) M. BEBERS (&)

(@)

For the years 2010 and 2009, the directors are of the @ RZEBE—ZFR_ZTZTNF
view that the following companies and persons are N EBEBREATARI AL
related parties of the Group: (continued) BASENBEES - (&)
Name Relationship with the Group
=t BEASEEF
Qianxi County Han’erzhuang Controlled by Mr. Wang Zhihong, substantial shareholder

Village Wang Zhihong Iron of Boyuan Real Estate

Ore Mill (“Qianxi Iron Ore Mill”)
BRI T RAL SR R IR E AR F EARER T HAL AT

(M B )
Hebei Province Jing Yuan Its legal representative is Mr. Han Jingyuan,
Education Foundation a director of the Company
(“Jing Yuan Foundation”)
Mt EFEHEES RAREFEMREE BEEERE
(TEHEEE])
Mr. Han Jingyuan Chairman and Chief Executive Officer of the Company
FRAUE R RRARBEREREIFREFNTE
Mr. Zhou Weijie Director of Jinxi Jinlan
ISEELS e ERETHNES
Mr. Shen Xiaoling Director, Deputy General Manager and Chief Financial Officer
of the Company
LB S RRABESR - BRCIEREFNBEE
Mr. Wang Zhihong Minority shareholder of Boyuan Real Estate
FTHEAKE &R = 2 6 D BIAR R
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For the year ended 31 December 2010

“Unless otherwise stated)

BUARBTEREN) 8EZ_Z-ZF+_A=+—-RAI5E

41. RELATED PARTY TRANSACTIONS (continued) M. BEBAERS (&)

BRAEGEHBBBRERTPERSR
G RZE—ZTFRZZTTN
FR BEEREBUTHEKREH
BARSG DM ASBEREER

(o) Save as disclosed elsewhere in the consolidated (b)
financial statements, during the years 2010 and
2009, the directors were of the view that the following
significant related party transactions were carried out in

the normal course of business of the Group: T
() Sales () $&8E
2010 2009
—E-ZF —ETNF
()  Sales of goods ) SHEEYD
- Jinxi Fenggang — 72 i 151,532 -
— Jinxi Wan Tong —EAER 62,629 19,589
— Jin Lan Import —EEEL D
and Export 50,527 59,801
- Jin Lan Group —SHER 14,849 32,075
— Jin Lan Nonferrous —cHEELE
Metals - 4,697
— Longba Charging —BEFRIER} = 4,163
279,537 120,325
()  Sales of utilities () HEER
- Jin Lan Nonferrous —cHECEE
Metals 7,759 4,781
- Foshan Jin Lan —#HILESHE 781 =
8,540 4,781
(i) Purchase of raw materials (i) FBEERHSE
2010 2009
—E-EF —ZETNF
— Qianxi Iron Ore Mill — B R R 74,546 =
— Zhongxing Iron Mine — R EREZE 70,015 88,170
— Longba Charging —REHEER 67,593 69,949
- Jinxi Fenggang — T 1,340 =
213,494 158,119
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41.

Notes to the Consolldated Flnan_c_:_

(Allamounts in RMB thousands unless otherwise stated)

(BRAHHEBEIN -

RELATED PARTY TRANSACTIONS (continued)

(b)

Save as disclosed elsewhere in the consolidated

financial statements, during the years 2010 and

2009, the directors were of the view that the following

significant related party transactions were carried out in

the normal course of business of the Group: (continued)

(iii) Financing

Transaction with Wellbeing

Wellbeing provided a loan to the Company,
amounting to HK$ 34 million for the year
ended 31 December 2009. The loan was
unsecured, bore interest at a rate of 3.25%
per annum and was fully repaid during 2010.

Transaction with Hui Yin

Hui Yin provided a loan to Jinxi Section
Steel, amounting to RMB 170 million for
the year ended 31 December 2008. The
loan is unsecured and interest-free. As at
31 December 2010, the loan has not been
repaid.

41.

AT & BIUARE T TR, ﬁi—?

BEARS (&)

'

(b) @ﬁAﬁW%ﬁ%¢E&§

Gy R ZF—

iW'ﬁ%%%MTWEK%
BT TIMAREREED

#IT (B

(iii) B\

Annual Report 2010

£ Wellbeing K13 5)

& + Wellbeing
MARARE—%
& %R 23,4008
BT ZERRE
] BA3.25% /)
FHMEFERRZ
T-TERHEER -

EUERNR 5

BT N\HF
+=—A=+—81
FE - EHRMER
AHRE-—Z2ER
BEANRE1T0E
TC o 2 B A ER
HREE - BHEZ
T-TF+ = A
=+—HB %ZEX
WAREE

o
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41. RELATED PARTY TRANSACTIONS (continued) 4. BHAERS (&)
(b) Save as disclosed elsewhere in the consolidated b)) BRAEGHMBEHmETEHE
financial statements, during the years 2010 and G RZEBE—TBFER_TEZEA

FA EFZRRUTHEKREH

2009, the directors were of the view that the following

significant related party transactions were carried out in MO AEEBERK
the normal course of business of the Group: (continued) 1T (B)
(i) Financing (continued) (i) MFE)

Transaction with Jing Yuan Foundation

For the year ended 31 December 2008, Jing

BHE _ZTT)N\F

Yuan Foundation provided an entrustment +=—A=+—81t
loan to Jinxi Limited through a financial FE HFRESE
institution, amounting to RMB 3.3 million. B mEE Ftﬂ
The loan was unsecured, bore interest at a 78 o 83 1R it —
rate of 12% per annum and repayable within ZEEXRBEA E
one year. #& 3308 T ° FZE K
BERE 12%
B F F X5 B AR
—FREE o

For the year ended 31 December 2010,
the loan was renewed with other terms

HEz-_ZT— %

= =

+=ZA=+—8

unchanged. IEFE - ZERE
B T A M 1R SRR
FEE o
(ivy Key management compensation (ivv RREEEAESHE
Key management includes executive and non- FTEBEEABBERTR
executive directors. The compensation paid or ERNTTEE - BLIEE RS
payable to key management for employee services mEJ kBT ERE A
is shown below: BRME0T
2010 2009
—E-=F —ETNF
Salaries and other short-term %4 & H 158 #iE S 12 7
employee benefits 18,674 16,609
Post-employment benefits BREL 2T 60 65
Share-based payments AR 17 B EERE R S A+ 11,853 10,183
30,587 26,857
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(Allamounts in RMB thousands unless otherwise stated) For

(BRAHHEBEIN -

ASEINARET IREMu&EE T %

41. RELATED PARTY TRANSACTIONS (continued) M. BEAERE(E)

(c) Asat 31 December 2010 and 2009, the directors were 0 RZEBE—ZFR_ZTZTNF
of the view that the following related party balances +-—A=+—8 BFRANU
were attributable to the aforementioned related party —ITE%E TR T A E Al B R 5
transactions, amounts paid on behalf of the Group and R REAEEEZTHRK
dividends appropriation during the years: ﬁ B E AR RE DT

EE :
2010 2009
—E-2F —ETNF
Amounts due from related parties JiE Uk B RS 75 kI8
Non-trade balances IEE SRR
— Tangshan Jinxi Group (i) —EILEFEEE () 893,245 361,512
— Jinxi Fenggang (ii) — EFTEH (i) 95,000 -
- Jinxi Wan Tong —AEER 11,345 =
999,590 361,512
Trade balances H 5 4E
— Jin Lan Import and Export —SWELD
(Note 41 (b)(i) (PR EE 41 (0)() = 1,436
— Longba Charging (Note 41 (0)(i)) —BEFER (MEE41(0)) = 723
— Jin Lan Nonferrous Metals —sHEEEEB
(Note 41 (b)) (FI7E 41 (o)) = 525
- 2,684
999,590 364,196
Amounts due to related parties JE 1~ BEES: 5 508
Non-current JERED
Non-trade balances IEE SR
Borrowing from a related party AR S IR A AR
— Foshan Jin Lan (i) — {3811 & 78 (i) - 37,404
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Unless otherwise stated) For the year ended 31 December 2010

AREFEABN) #2-T-TF+_A=-ALFE

41. RELATED PARTY TRANSACTIONS (continued) M. BEAERES(E)

(c) As at 31 December 2010 and 2009, the directors were

| ' © R-E-—ZTER-TThE
of the view that the following related party balances

TZA=+t—B EFERAB/N
TRARE D SRy A R R )y
RP - RRAEBENHRK
ENBBFERNBED RN

were attributable to the aforementioned related party
transactions, amounts paid on behalf of the Group and
dividends appropriation during the years: (continued)

EE (&)
2010 2009
—E-EF —ETNEF
Amounts due to related FE{S RS 5 SR IB (B)
parties (continued)
Current TED
Non-trade balances EE F iR
Borrowing from related parties RAE T IR LA E TR
—Hui Yin (Note 41 (b)(iii) — SR (BT 41 (o)) 170,000 170,000
— Wangzhihong (iv) —FEA4T (v) 46,554 -
— Foshan Jin Lan (iii) — 18R 1Ly 78 (i) 37,404 -
— Wellbeing (Note 41 biiii)) —Wellbeing (FI5E41 b)) - 29,937
253,958 199,937
Deposit from a related party RE BB iRE
— Mr. Shen Xiaoling (Note 26) — LR S A (M 26) 10,000 10,000
Dividends payable due to FER AT MR
— Tangshan Jinxi Group —EIEAEE = 18,130
— Zhongxing Iron Mine — RS - 2,535
— Hui Yin ) —ER W) - 20,837
- 41,502
Others EAh
~Mr. Du Chun —HEEE - 3,600
— Foshan Jin Lan —BILeHE 383 383
— Longba Quarrying —RHEA = 1,815
— Jinxi Wan Tong —EHER = 1,308
— Mr. Han Jingyuan —BERURSTAE 4 45
387 7,151
Trade balances B ok
Trade payables FEFRTE S8R
~ Zhongxing Iron Mine (Note 41 (o)(il) ~ — A SRR (BT3E 41 (D)) 1,632 214
— Jinxi Fenggang (Note 41 (b)) — 2L (BT E 41 (b)) 1,038 -
— Qianxi Iron Ore Mill (Note 41 (b)) — B R R (R 41 (o)) 421 =
— Longba Charging (Note 41 (b)(ii)) —BEBIERH(FIRE 41(b)i) - 10,414
3,091 10,628
267,436 269,218
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41.

RELATED PARTY TRANSACTIONS (continued)

(©)

As at 31 December 2010 and 2009, the directors were
of the view that the following related party balances

were attributable to the aforementioned related party

transactions, amounts paid on behalf of the Group and

dividends appropriation during the years: (continued)

(i)

Pursuant to a newly revised agreement entered
into in December 2010, the loans provided by Jinxi
Limited to Tangshan Jinxi Group totalled to RMB
893.2 million as at 31 December 2010. Those
loans are secured by Tangshan Jinxi Group’s
100% equity in Jinxi Wan Tong and all of the assets
purchased or constructed with the loans. They
bore interest at 5.3% and were repayable within
one year.

During the year ended 31 December 2010,
Shenzhen Leasing provided an entrusted loan to
Jinxi Fenggang, amounting to RMB 60 million. The
loan is unsecured, bears interest at an 8% per
annum and is repayable within one year. As at 31
December 2010, the loan has not been repaid.

Pursuant to a certain agreement entered into
in December 2010, the receivables from Jinxi
Fenggang amounting to RMB 35 million is
unsecured, bears interest at a 0.9% per annum
and is repayable within 45 days. As at 31
December 2010, the receivables have not been
repaid.

41.

BEARS (&)

(©)

R-ZE—ZTFER_ZTTHNE
+ZA=+—H E=RAMNU
TR s &Ry LR

5 REAEEDZMEK
HEBBEFEANNRE DM
EE (8

) BEZZFT-TF+=AH
BETRY e - R P s
—E-EEF A=+
HmE L EAER R
EREHARKB.93218
T R EEFREEILER
%@%EEELWQ%%

mMAERBASERED
2HEEERER - 2ZF

&5 3%t ER—FA

aﬂa“}“

m \

iy REBEE=ZZ—ZFF+=H
=+—HIFE  FIIHA
AR EIRHELE
N 2FEAARKEE,000
BT - ZERAEER
Miﬂfs%ﬁgﬁé
—iW%tow T—
F+-A=+—H %

R ARIEE ©

m}@}{ =X

BE-Z—ZF+=AF
SMRE TR - EUCER
50 9 BR 3k A R ¥ 3,500
BT AEEE - AFEH =R
09EF B REANR4ISRAN
BB NZT—ZTF+=
A=+—8  ZEKEREXR
MAERE -
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41. RELATED PARTY TRANSACTIONS (continued)

(c) As at 31 December 2010 and 2009, the directors were
of the view that the following related party balances
were attributable to the aforementioned related party
transactions, amounts paid on behalf of the Group and
dividends appropriation during the years: (continued)

(i)  Pursuant to certain agreements entered into in
January 2006, the payables owing to Foshan Jin
Lan amounting to RMB 55 million was unsecured,
interest-free and had a repayable term of 5 years.
Part of the loan amounting to RMB 17.7 million
was repaid during the year ended 31 December
2009. As at 31 December 2010, the rest of the
loan has not been repaid.

(iv)  Pursuant to certain agreements, the Group and
Wang Zhihong lent certain loans to Boyuan Real
Estate on a proportional basis according to their
respective shareholdings percentage in Boyuan
Real Estate. These loans are unsecured, bore
interest at a rate of 5.31% per annum and are
repayable within one year. As at 31 December
2010, such loans have not been repaid.

(v} The Board of Jinxi Section Steel proposed a final
dividend of RMB 104 million in respect of the year
ended 31 December 2009. The dividend was not
paid yet during the year ended 31 December 2009,
which resulted in a payable of RMB 20.8 million to
Hui Yin. Such dividend was fully paid during 2010.
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41.

Notes to the Consolidated

RELATED PARTY TRANSACTIONS (continued)

(©

As at 31 December 2010 and 2009, the directors were
of the view that the following related party balances
were attributable to the aforementioned related party
transactions, amounts paid on behalf of the Group and
dividends appropriation during the years: (continued)

Except for the loans provided by Foshan Jin Lan, Hui
Yin and Wellbeing and the loan provided to Zhongxing
I[ron Mine as disclosed above and deposit from Mr.
Shen Xiaoling as disclosed in Note 27, the related party
balances were all unsecured, interest-free and had no
fixed term of repayment.

The carrying amounts and fair value of the non-current
amounts due to related parties are as follows:

FE I BB T O TR

Amounts due to related parties

e

41.

Carrying amounts

BEARS (&)

(©)

R-FE—ZEFR_FTFNEF
+TZA=+—8 BEFRRIUA
T EAR 77 A5 ER DA At BA R U5
X5 REAKEE TR
HRARFEANKE DB
EL ()

Br b BEARGILEH B
8 & Wellbeing ATt M E &
MR EEERENER UK
BizE27 B 88 2 R B ILBEIR £ A&
ZImREIN - B S AR RE
B RERERETEEER -

FEA< BA RS 77 1O FE R B SRR M BR
EEERAAEENT

Fair value

REE DMAEE

2010
—E-%F

“ETNF

2009 2010 2009

“Z-FTF _—TTAF

37,404 = 35,178

The fair values of current amounts due to related parties
and amounts due from related parties approximated
their carrying amounts, as the impact of discounting
is not significant. The fair values are based on cash
flows discounted using a rate based on the applicable
borrowings rate of 5.81% per annum (2009: 5.40% per
annum).

No provision has been required for the years ended 31
December 2010 and 2009 for the loan made to related
parties. The related parties have no default history.

42. APPROVAL OF ACCOUNTS

These consolidated financial statements were approved by the
Board on 18 March 2011.

B BRFEDAK - BT R
B B SR IEH A 7 EE &
T ERE AR EBEIUREER
HE - AR EBEEFNBRESR
ST E - W LAHEAERE AR
581N (=TT NF: BF
5.40%) BEZE o

BIRGET BB OB -
HE-T-TER-FENG
+=A=t—BLLFEBEH
R - B RS ¢

42, #tERE

EZRR-_FT——F=A+/\B#tE
B PHATE IR
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formation & & &1 &

A summary of the consolidated income statement and of the AEBEZAAEVBRFEENS FFERXR
consolidated assets, liabilities and non-controlling interests, of the RAGEE BEEIEESUESZBES
Group for the last five financial years is as set out below: FIgATR

Consolidated Income Statement & HFER

Year ended 31 December
BE+-A=+—HLEE
Audited
REX
2010 2009 2008 2007 2006
—E-Z2F ZZZTNGF ZTTENF ZTTtF ZTTRF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETT ARBTT ARETRT AR®BTT

Revenue L ON 30,135,718 20,589,138 19,388,183 13,498,555 9,782,116
Profit before income tax BRFT{SHLADES] 1,613,481 1,313,734 113,601 1,450,354 1,233,236
Income tax expense FriSHi & /A (428,030)  (341,293) (70,643) (256,617) (210,886)
Profit for the year FEm A 1,185,451 972,441 42958 1,193,737 1,022,350
Profit attributable to: BN
Equity holders of NARESFEE

the Company 1,062,838 884,323 44,032 1,159,657 1,032,754
Non-controlling interests 3F#% Hil M4 s 122,613 88,118 (1,074) 34,080 (10,404)

1,185,451 972,441 42,958 1,193,737 1,022,350

Consolidated Assets, Liabilities and Non-controlling Interests aftEE - BEMEIEEHIEER

As at 31 December

Rt=A=+-8
Audited
S
2010 2009 2008 2007 2006
—2-%F -“TEAF "TT\F —TTLE -—TTAF

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTRE AREBETE AREBTT ARBTI AR®TET

Total assets 1R E 20,742,095 15,189,137 14,136,057 10,162,120 8,221,367
Total liabilities mafE (12,222,321) (7,728,387) (7,646,117) (3,466,016) (2,619,918)
Non-controlling interests JE#% &Il |47 %5 (450,012) (291,992) (224,711) (147,414) (122,322)

8,069,762 7,168,768 6,265,229 6,648,600 5,479,127
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