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FINANCIAL SUMMARY MERE
2005 2006 2007
—ETRE —TTAE —EEtE
(RMB million) (RMB million) ~ (RMB million)

(NREBERT) (ARBBEET) (AR®E&ER)

Revenue ON 9,183 9,782 13,499

Gross Profit EF 1,224 1,424 1,917

Profit Attributable to Equity Holders of ~ ZA7A Rz AE ARG & F

the Company 847 1,033 1,160
Basic Earnings per Share (RMB) BREXEHN (AR®) 0.29 0.36 0.40
Net Assets FEEE 4,732 5,601 6,696
Total Assets BEE 8,153 8,221 10,162

Profit Attributable to

Revenue Equity Holders of the Company
L' ON ARREERFEABEGZR
RMB million RMB million
AREBETT AREBETT
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SELLING PRICE AND GROSS PROFIT PER TONNE BEHMEEHREERN
2005 2006 2007
—ZTERF —EER —EELE
(RMB) (RMB) (RMB)
(AR®) (ANR®) (AR¥)
Selling Price per Tonne BWEE 2,739 2,602 3,265
Gross Profit per Tonne BHEER
Billets iiBa 227 384 281
Strips and strip products R EE SR 481 445 404
H-section steel H7Y - 288 668
Cold rolled sheets and R BLIR R 88 5 IR
galvanised sheets (576) (680) 198
Combined Ra 361 380 464
Selling Price per Tonne Gross Profit per Tonne
BEWEE BWER
RMB RMB
AR AR
3,600 - - - - - . 500 - - - - .
3,265
3200 50
2,800 - T RGRCRCREREEE 400
361
2,400 - - - 350 -
2,000 2005 2007 300 2005
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SALES VOLUME BY PRODUCTS REmBEESZHEHE
2005 2006 2007
—ZTERF —EER —EELE
(thousand (thousand (thousand
tonnes) tonnes) tonnes)
(Fm) (Fmg) (F )
Billets 8 1,458 1,173 299
Strips and strip products 5 K A M E o 1,848 2,202 2,451
H-section steel HY 8 - 250 1,205

Cold rolled sheets and R BLIR & 3E HE AR

galvanised sheets 31 121 173
3,337 3,746 4,128

Sales Volume by Products

REmBEEs 2HE
2005 2006 2007
s = —2FtF
43.7%. 55.4% 31.3% 58.8% 7:2% 59.4%

/ r / 4.2% \ ’ /
pd
ﬂ%// zﬁé
/ 6.7%

0.9%
. Billets #f #&

[ strips and strip products # 8 & % 3 8 & &
H-section steel HZU

Cold rolled sheets and galvanised sheets /% BL1R & 8 $¥ ik
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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

Mr. Yu Jianshui

Mr. Zhu Hao

Independent Non-executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

QUALIFIED ACCOUNTANT
Mr. Chiu Ngam, Chris (CPA) (Financial Controller)

COMPANY SECRETARY
Ms. Ma Oi Ming

REGISTERED OFFICE
Clarendon House,

2 Church Street,

Hamilton HM11,

Bermuda

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Suites 901-2&10,

9th Floor, Great Eagle Centre,

23 Harbour Road,

Wanchai, Hong Kong

BERMUDA PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Fund Services (Bermuda) Limited

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited

AUDITORS

PricewaterhouseCoopers

PRINCIPAL BANKERS

China Construction Bank
Agricultural Bank of China
Bank of China

China Minsheng Bank

COMPANY’S WEBSITE

www.chinaorientalgroup.com
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Chqiyman’s Statement
BV F &

2007 China Oriental Group’s entering new era of its

corporate development. The Group recorded continuing
favorable growth in capacity, sales volume, revenues and
profits.

TERLERPERSEEERBERATKIBEHRLT
M—F-ER HEE EXHARZNEERSIZEER



2007 China Oriental Group Company Limited (“China Oriental”,
or the “Company”, together with its subsidiaries the “Group”)’s
entering new era of its corporate development. The Group
recorded continuing favorable growth in capacity, sales volume,
revenue and profit attributable to equity holders of the Company.
In addition, during the year, we successfully brought in the world’s
largest steel conglomerate ArcelorMittal S.A. (“ArcelorMittal”) as

our strategic partner and substantial shareholder.

The Group’s stable development had been recognised by, and
supported by the markets at home and abroad. The Group stood
out from over 600 privately-owned listed enterprises and ranked
10th of the “100 privately-owned listed companies in 2007" and
ranked 34th in “Forbes 2007 Top Chinese enterprises”.

For the shareholders, 2007 was a fruitful year. The Company
offered its shareholders approximately 2.6 times capital return,
being the sum of increase in share price and the dividends payout
during the year. The Group distributed a total dividend of 11.7
HK cents (2006: 5.6 HK cents) per share for 2007, which was 1.1

times more than that of the previous year.

During the year under review, revenue of the Group recorded a
strong growth and had exceeded RMB10 billion. Apart from the
overall surge of market prices in the iron and steel industry, the
Company’s increased sales volume resulted from enhanced capacity
also contributed to a higher revenue. The audited consolidated
revenue of the Group for the year 2007 was appropriately
RMB13,499 million (2006: RMB9,782 million), representing an

increase of 38% as compared to that of 2006.

ZEELFRPBERAFIEEZERAR QA
([HRERFISARA] REMBAR[ARE
BRI BEFLTH —FoEf HEE &
RERADNFER A AR RNFERSES
R RMEKD S A A KNHHEZE D
¥ LT ELYLKER (ArcelorMittal S.A) ([ZE
LORER )RR EERBAERHREE
AR

AEBRSERNBEEREREANSESRR XK
PIE B BE00K L REFBAME - NI=F
THFERECE LT AR BRI FEPMIIE
105 TRIEMHT —ETLFHEBAREE
£ | o 51 5 34fL -

HREME —TTLEHREKMH—F-F
AR M AERRFRIL2.6FME AR R (BIAQ
AIEARMERN EAERFRDIRRKRERE
M) AR EFRFIRBREEFR11.78ML (=
TETRF 568 BREFEA1ME

REEFEEARN NEE 2 HERES R
R UWREEEABE-BRERMEATISER L
BRI ERHE0EEERMEMNT L
F_ETLFNRERGRAHEERAARE
1349987 (ZZEZRF: ARM97.82187T) -
BR-FTNFIEIN38% ©
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Despite a significant surge in raw material cost, higher margin
through continuation of our operation strategy of fine-tuning its
product mix, increasing the proportion of H-section steel sales
volume, we successfully transferred the majority of the cost
pressure to consumers. The Group still maintained a high gross
profit margin, the same level as 2006. Total gross profit for the
year under review increased 35% to RMB1,917 million (2006:
RMB1,424 million).

The audited profit attributable to equity holders of the Company
for the year 2007 was RMB1,160 million (2006: RMB1,033 million)
representing an increase of 12% from that of 2006. Growth of
the Group’s profit for the year was lower than that of the revenue
percentage increase. This was mainly due to the 89,700,000 share
options granted to qualified staff in 2007 in recognition of their
contribution to the Group’s development. The granting of share
options incurred a non-cash expense of RMB160 million. Without
the impact of the non-cash expense, profit attributable to the
equity holders of the Company would be RMB1,313 million,

representing an increase of 25%.

The audited basic and diluted earnings per share for the year
2007 was RMBO0.40, representing an increase of 11% (2006:
RMBO0.36).

During the year under review, the Group was financially strong in
terms of consolidated cash flows. The net cash inflows generated
from operating activities for 2007 was RMB1,074 million (2006:
RMB240 million), 3.5 times higher than that of 2006.

China Oriental Group Company Limited | Annual Report 2007
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The Group increases its equity interest in Jinxi Jinlan from 60% to
81.5% in February 2008. Jinxi Jinlan is engaged in purchase of

billets for processing of cold rolled sheets or galvanised sheets.

Following the completion of the acquisition, the registered capital
of Jinxi Jinlan has been increased from USD29,800,000 (equivalent
to approximately RMB246,446,000) to USD55,152,400 (equivalent
to approximately RMB428,983,000). Shareholders of Jinxi Jinlan
agreed to increase their investment according to the proportion
of their shareholding. The acquisition and the subsequent capital
injection which have been completed in February 2008, have
provided Jinxi Jinlan with sufficient financial support to continue
its development and expand its production scale and to increase

the management control of the Group in Jinxi Jinlan.

ArcelorMittal, acquired approximately 28% equity interest in the
Company from Smart Triumph Corporation and Ms. Chen Ningning
in November 2007, and became China Oriental’s second largest
shareholder. Later on, ArcelorMittal then entered into a
Shareholders’ Agreement (the “Shareholders’ Agreement”) with
the Controlling Shareholders (the “Controlling Shareholders”) of
the Company. The Shareholders’ Agreement will enable
ArcelorMittal to become the majority shareholder of the Company
by purchasing the Controlling Shareholders’ existing 45% stake

in the Company within an agreed period of time.

In addition, the Group has entered into a Business Cooperation
Agreement (the “Business Cooperation Agreement”) with
ArcelorMittal. According to the Business Cooperation Agreement,
ArcelorMittal will share its technology, technical expertise and
know-how with the aim of transforming the Group into a leading
producer of heavy sections in China. ArcelorMittal will also assist

the Group in sourcing of iron ore and coking coal.

AEER_ZTNF_AEHEALH60%
M ES1.5% RS M Z X REA M
500 K % %L 8 A S 5% 8% S AR o

WETRKE 2w IMEREAH
29,800,000% 7T (49 & M A K ¥ 246,446,000
JT) ¥ A ES5,152,400EF T (HERARE
428,983,0007T) 'R H S A BEREIRFE
REEGI/AE S BB REEREEERZ
TEENF_AANTK SRACHESTHE
CRREF EMERFNNAAEEERAS
BB R e

ZEERKEBRNR _ZEFTLF+— AR Smart
Triumph Corporation X & 3 22 2z + I B 18 5 45
BERRABH28%IE - KARATMNE KR
RoBafe REELORERERDRAERRRE
(MERBRER]) FTZ —EHRRHE ([RFEH
) BEBRFHZ TEBLEKRERKEES
A 2 H0 B BRI - 38 38 WU R AR IR R 35 B 45% 1Y
M- APBRRFHARRE-

BONREER T BLEKIEBET LT RBAFH
& ([XBalEmzl) REXBAFHE L
BEAXERBEAREDZHEZ KMERR
MBAEARERATEEI2ENWMEE
B-RBEAERESEABONERRERE S
ERASEREEH-
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ArcelorMittal’s becoming the Company’s second largest shareholder
and the signing of the Business Cooperation Agreement well
reflect its confidence in the potentiality of China Oriental’s
operations, as well as in the iron and steel market of Mainland
China. We are delighted to have the world’s leading steel giant
as our strategic partner and substantial shareholder. We believe
with ArcelorMittal’s support in steel production technology as
well as its network of worldwide raw materials sourcing and
management expertise, China Oriental can expedite its
development and the realisation of its plan to become a world-

class leading H-section steel production base in the PRC.

The Group ranked the 10th position of the “Top 100 privately-
owned listed companies in 2007" in the forth privately-owned
enterprises development forum and the selection of the top 100
privately-owned listed companies, and ranked 34th in “Forbes

2007 Top Chinese Enterprises”.

The ranking of Hebei Jinxi Iron and Steel Company Limited (“Jinxi
Limited”), a major subsidiary of the Group, had been risen to
69th in terms of crude steel processing capacity, among steel
enterprises of the world in 2006, prepared by the Metal Bulletin
of the UK. According to the first 11 months of 2007 financial
and operating index of medium to large-sized steel enterprises in
the PRC, Jinxi Limited ranked the 15th in terms of profit before

tax and ranked 3rd in terms of revenue ratio.

China Oriental Group Company Limited | Annual Report 2007
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The Group's brandname, Jinxi Pai, was accredited “China’s Well-
Known Trademark” by China Trademark Certification Centre and
Evaluation Committee of China’s Household Brands. The Group's
core product, “Jinxi Pai H-section steel”, was also awarded by
Market Daily of People’s Daily and China International Brand
Society and etc as “Top brand in user satisfaction in China
H-section steel industry” and “Top ten outstanding brands in
China’s iron and steel industry”. It was also accredited by the
China Marketing Research and Development Centre as “5-star
brand in user satisfaction and quality” as “Top ten iron and steel
industry well known brands” and “Top ten user satisfaction

products in iron and steel market in China”.

Mr. Han Jingyuan, the Chairman and Chief Executive Officer of
the Company, had been named the “Top ten outstanding people
in Hebei Province metallurgy industry in 2006” by Metallurgy
Policy Research Committee of Hebei Province. He was also named
the “Top ten outstanding people in brand building” by Market
Daily of People’s Daily, the China International Brand Society and

etc.

It is estimated that the demand of steel market in 2008 will
remain stable, with a slowdown in its growth rate. Prices will
fluctuate at a high level. Differentiation among enterprises will
become obvious as enterprise with reliable resources, advanced
facilities and rational product structure are expected to enhance

their profitability.

The supply iron ore and coking coal is expected to remain tight
and prices of these raw materials will continue to stay at a
relatively high level. With the support of ArcelorMittal, the Group
will be able to secure the supply of its key raw materials, thus

ensuring its smooth production and future capacity expansion.
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With the development in recent years, in particular the
optimisation of its product mix, the Group has significantly
improved its competitiveness and profitability. The Group will
emphasise on strengthening Jinxi Limited's fundamentals to actively
participate in the consolidation of iron and steel industry, enabling
it to substantially increase steel processing capacity, through its

organic growth and merger and acquisition.

The Group will also focus on fine-tuning its product mix, with an
aim to increasing H-section steel capacity, and to enhancing its
product average added-value. The Group’'s plan to construct two
additional H-section steel production lines with a total annual
production capacity of 1,200,000 tonnes in Jinxi has obtained
approval from the regulatory authority. Initial preparation works
for the project has commenced. Upon completion and inauguration
of the production lines, which is expected to be in the second
half of year 2008, the Group’'s total production capacity of
H-section steel will reach 2,500,000 tonnes. It is expected, by
2009, the Group’s mainstream product H-section steel will account

for over 50% of its revenue.

With the completion of capital injection into Jinxi Jinlan, the
plant can expand its capacity and further enjoy economies of
scale. We expect the operating results of Jinxi Jinlan will
turnaround in the coming year, and will achieve favorable business

expansion.

The State has placed substantial emphasis on the development of
the steel industry. Being one of the major iron and steel enterprises
in Hebei, the Group’s business development has long been
supported and encouraged by the relevant government authorities.
With ArcelorMittal, becoming its strategic partner and a substantial
shareholder, the Group will be able to expedite its expansion in

scale of operation and acceleration of its production technology.

China Oriental Group Company Limited | Annual Report 2007
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The Board would like to extend its gratitude to the staff for their
dedication and contribution to the Group, and to thank our
shareholders for their support and trust in the Company. We will
continue to join hands with our shareholders and staff to realise
shareholders’ value and enable everyone of us to share our growth

prospects.

On behalf of the Board
China Oriental Group Company Limited

Han Jingyuan

Chairman and Chief Executive Officer

Hong Kong, 27 March 2008
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Han Jingyuan, 51, is the Chairman and Chief Executive Officer
of the Company, and also serves as chairman of the board of
Jinxi Limited and Jinxi Jinlan. Mr. Han graduated from the People’s
University in 1994 with a degree in management. His experience
in the steel industry began in 1984 when he was employed as a
sub-division head of Han'erzhuang Iron Mine. Mr. Han has
in-depth industry knowledge and 23 years of extensive operational
and managerial experience in the iron and steel industry. Mr. Han
was awarded the honorary title of “Top Ten Celebrities for China
Reform Programme in the New Century”, “Economic Top Ten
Men of Honesty and Credibility in China”, “Outstanding
Entrepreneur of Hebei Province”, “The Most Attention-grabbing
Chinese Entrepreneur”, “Best Founding Entrepreneurs in China”,
“Excellent Privately-owned Enterprises Entrepreneur in Hebei
Provinence”, etc.. Mr. Han is the Vice Chairman of the Metallurgy
Chamber of All-China Federation of Industry and Commerce. Mr.
Han is the director and the controlling shareholder of Wellbeing

Holdings Limited, the controlling shareholder of the Group.

Zhu Jun, 44, an Executive Director, Executive Deputy General
Manager of the Company, also serves as an Chief Operating
Officer of the board and the executive director and general
manager 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 14 years of working

experience in the iron and steel industry.

China Oriental Group Company Limited | Annual Report 2007
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Liu Lei, 52, is an Executive Director and deputy general manager
of the Company and director of Jinxi Jinlan. Mr. Liu has over 20
years of experience in management and industrial fields. Mr. Liu
graduated in the area of Industrial Electrical Automation of
Electrical Engineering Faculty of Jidt T &Bt (Hebei Industrial
Academy) in July 1978. Mr. Liu was awarded the title of )il it &
EREBRBF T FHEEENM AL (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 ;i it & B R 5T
B FEE € (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 i/ it & &I 8%
(Science Bureau of Hebei Province) from October 1999 to June
2004.

Shen Xiaoling, 47, is an executive Director of the Company and
also serves as an executive director and deputy general manager
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 head of China Construction Bank
Luanxian Sub-branch. Mr. Shen also had 5 years experience acting
as 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 deputy general manager

of Jinxi Limited since January 2002.
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Yu Jianshui, 40, is an Executive Director of the Company and
the general manager of Jinxi Jinlan. Mr. Yu was a metallurgy
graduate at Hebei Polytechnic University. He joined the Group
after graduation until May 2005 and had over 16 years
management experience. During the period, he received the
awards of County Technological Selected Talent (5 &l K &R

), Ten Outstanding Youths in the County (R + K£EHFF),
Outstanding Youth in Post of Tangshan City (J& [ 1 & 4F fid iz 8%
F ), Workers’ Model in Hebei Province Al 4t & A EN1R &5 ) , The
First Class Honour of Technological Improvement in Tangshan City,
The Third Class Honour of Technological Improvement in Hebei
Province. 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 April 2006.

Zhu Hao, 41, is an Executive Director of the Company and
graduated at Tianjin's 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. Zhu was appointed as an Executive Director of

the Company in November 2007.

Gao Qingju, 71, is a senior engineer, has been employed by
Beijing Lianxingfa Industrial & Technical Co., Ltd. Since 2000 and
currently serves as both its general manager and director of the
board. After completing his study in metallurgical machinery and
equipment at the Beijing College of Iron & Steel (3b R #fl 8 T %
B )in 1958, Mr. Gao joined the Ministry of Metallurgical
Industry and worked there for nearly 40 years, during which he
was once appointed as the head of a sub-division of the ministry’s
production department. During his tenure with this ministry, Mr.
Gao worked as a researcher on high-temperature alloys at a
research institution in Beijing and completed an economics training
programme at the Beijing Communist Party School in 1988. Before
taking his current position with Beijing Lianxingfa Industrial &
Technical Co., Ltd., Mr. Gao became the secretary-general of the
Association of National Local Steel Enterprises, and continues to

hold this position.
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Yu Tung Ho, 61, currently serves as Chief Advisor to the Director
of Asia Television Co., Ltd. and has been in broadcasting for
more than 36 years. His experience includes acting as chief
operation officer of Asia Television Limited, Executive vice president
of Phoenix Satellite Television in Hong Kong and serving as
chairman of the 12th and 13th Hong Kong Advertising Industry
Association. Mr. Yu has also served as the deputy general manager
of China Broadcasting Television International Economic and
Technological Company. In his 36 years of experience, Mr. Yu has
also served as chief of the Guangdong Province Broadcasting
Station. Mr. Yu also act as independent non-executive director of

Gome Electrical Appliances Holdings Limited.

Wong Man Chung, Francis, 43, is a Certified Public Accountant
(Practising) and has over 19 years of experience in auditing,
taxation, management and financial advisory. Mr. Wong is
currently an independent non-executive director of Digital China
Holdings Limited and Wai Kee Holdings Limited whose shares are
listed on the Main Board of the Stock Exchange and is an
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. 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 and the independent non-executive director
of Yardway Group Limited, a company listed on the Main Board
of the Stock Exchange. Mr. Wong is a director of Union Alpha
C.P.A. Limited, a professional accounting firm, and a founding
director and member of Francis M.C. Wong Charitable Foundation
Limited, a charitable institution. Previously, Mr. Wong worked for
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, Taxation Institute of Hong Kong and Association of
Chartered Certified Accountant of the United Kingdom. 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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Chiu Ngam, Chris (CPA), 34, is the Financial Controller and in
charge of the investor relations of the Company. Mr. Chiu
graduated from the Hong Kong University of Science and
Technology with a Bachelor’s Degree in business administration.
He is a CPA of The Hong Kong Institute of Certified Public
Accountants and The American Institute of Certified Public
Accountants. Mr. Chiu has over 14 years of experience in auditing,
accounting, corporate finance, merger and acquisition and investor
relations. Mr. Chiu has been the Group Financial Controller of a
Hong Kong Main Board listed company, the Chief Financial Officer
of a State-owned conglomerate and worked in an international

accounting firm before joining the Company.
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The board of directors (the “Board” or the “Directors”) of the
Company is committed to promote good corporate governance
to ensure the integrity, transparency and quality of disclosure in
order to enhance the shareholders’ value.

In the opinion of the Directors, the Company has complied with
the Code Provision on Corporate Governance Practices (the “CG
Code”) contained in Appendix 14 of the Rules Governing the
Listing of Securities (the “Listing Rules”) of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) throughout the
year ended 31 December 2007, except for the deviation with
explanation disclosed below.

The Board currently comprises six Executive Directors and
three Independent Non-Executive Directors, serving the
important function of guiding the management.

The board members for the year ended 31 December 2007
were:

Executive Directors

Mr. Han Jingyuan (Chairman and Chief Executive Officer)

Ms. Chen Ningning (i)

Mr. Zhu Jun (Executive Deputy General Manager and
Chief Operating Officer)

Mr. Tang Chi Fai (ii)

Mr. Liu Lei (Deputy General Manager)

Mr. Shen Xiaoling

Mr. Yu Jianshui (iii)

Mr. Zhu Hao (iv)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

Notes:

(i) resigned on 29 October 2007

(i) resigned on 13 April 2007

(iii)  appointed on 14 April 2007

(iv)  appointed on 21 November 2007
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The Board is to consider and approve the strategies, financial
objectives, annual budget, investment proposals, and assume
the responsibilities of corporate governance of the Company.
The day-to-day operations of the Group are delegated to
the management of the Group. In addition, the Board has
also specifically resolved that all transactions/contracts/other
matters of the Group that are subject to the disclosure
requirement in accordance with the Listing Rules should be

approved by the Board in advance.

The composition of the Board, by category of Directors,
including name of Chairman, Executive Director, Independent
Non-Executive Director, is disclosed in all corporate

communications.

For details of the Directors’ biographical information, please
refer to the section headed “Directors and Senior

Management's Biographies” on pages 14 to 18.

To the best knowledge of the Directors, there is no financial,
business, family relationship among our Directors. All of them

are free to exercise their independence judgment.

Under Code Provision A.2.1 of the CG Code, the role of
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. Currently, Mr. Han Jingyuan
serves as the Chairman of the Board and the Chief Executive
Officer of the Company. The Board believes that there is no
need to segregate 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 and
apart from acting as the listing vehicle of the Group, the

Company has no real operating activities or business.
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Depending on the future development of the operating
activities or business of the Company, eventually the Board
will actively consider the issue of replacing Mr. Han Jingyuan
by an appropriate candidate as the Chief Executive Officer

of the Company.

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.

The Company did not have a nomination committee. The
candidates for directorship during the year were selected by
the senior management of the Company subject to the
review and approval of the Board in accordance with the
Bye-laws of the Company. The criteria adopted by the Board
in selecting and approving candidates for directorship are
based on whether the candidates are appropriate in term of
experience and the potential contribution to the Group

associated with the candidates’ appointment.
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Pursuant to current Bye-law 87(1), 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. However, the Company has entered into service
contracts with definite term of services from one year to
three years. When the services contract expires, the
Chairman, being eligible, is willing to re-elected at the

general meeting to be held in that year.

The Board will consider amending the Bye-laws in the future

in order to comply with the Code Provision.

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.
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The Company has adopted a code of conduct regarding
Directors of the Company’s securities transactions on terms
no less exacting than the required standard set out in the
Model Code of 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.

The Board met 30 times in 2007. Before each Board meeting,
the Directors have to declare for their interests in the subject
matter to be considered in the relevant Board meeting. Any
director who or whose associates have any material interest
in any proposed Board resolutions will not be counted as a
guorum in the relevant Board meeting or vote for the Board

resolutions.

Under Code Provision A.1.3, notice of at least 14 days should
be given of a regular board meeting. During 2007, not less
than 4 days notice is given. The Board will ensure at least
14 days notice to be given for the forthcoming Board

meeting.

The Company Secretary is responsible for taking minutes of
the Board meetings. The minutes would be sent to all
Directors within a reasonable time after each meeting and
generally be made available for inspection by Directors. The
minutes record the matters discussed and decisions resolved

at Board meetings.

Should a potential conflict of interest involving a substantial
shareholder or director arise, the matter is discussed in an
actual Board meeting, as opposed to being dealt with by
written resolution. Independent Non-Executive Directors are

present at the Board meeting dealings with conflict issues.
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Details of individuals attendance of Directors is shown below: ZEEMEREELEDT:

Number of
Notes Attendance
B 5 o IR B
Mr. Han Jingyuan REUR A& 29/30
Ms. Chen Ningning PR 22 52 A7 - (i) 9/25
Mr. Zhu Jun K BEEHE 30/30
Mr. Tang Chi Fai BEE LA (ii) 8/8
Mr. Liu Lei 2 =|/kH&E 30/30
Mr. Shen Xiaoling B kA 30/30
Mr. Yu Jianshui TEKESE (iif) 20/20
Mr. Zhu Hao K OEEE (iv) 2/2
Mr. Gao Qingju =ERLA 30/30
Mr. Yu Tung Ho RAE LA 29/30
Mr. Wong Man Chung, Francis BXREAE 28/30
Notes: B 5 -
(i)  resigned on 29 October 2007 () RZETEFTAZ+THAEE
(i)  resigned on 13 April 2007 iy M-ZEZLFWNE+=HEMT
(iiiy  appointed on 14 April 2007 (i) RZZZLFNHA+HBEEZMHE
(iv) appointed on 21 November 2007 (ivy RZEZLF+-—A+-HEZEE
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The Company established Remuneration Committee in 2005. The
existing Remuneration Committee comprises the Chairman of the
Company, Mr. Han Jingyuan with three Independent Non-executive
Directors, Namely, Mr. Gao Qingju, Mr. Yu Tung Ho and Mr.
Wong Man Chung, Francis. The terms of reference of the

Remuneration Committee are available on the Company’s website.

The principal responsibilities of the Remuneration Committee
include making recommendations to the Board on the Company’s
policy and structure for all remunerations of Directors and senior
management and reviewing the special remuneration packages
of all Directors by reference to corporate goals and objectives
resolved by the Board from time to time. No Director is involved

in deciding his own remuneration.

During 2007, the Remuneration Committee met five times with

attendance of individual Committee Members shown below:

Mr. Han Jingyuan RAUR KA
Mr. Gao Qingju [SYE-sFie
Mr. Yu Tung Ho REE R E
Mr. Wong Man Chung, Francis BXREE
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Ho
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5/5
5/5
5/5
4/5
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The Board is responsible for presenting a balanced, clear
and comprehensive, assessment of the Group’ performance,

position and prospects in all corporate communication.

The Directors shall have full access Management for enquiries
and to obtain information on the Group when necessary.
The Directors are able to obtain independent professional
advice at the Company’'s expenses whenever deemed

necessary by the Directors.

The Directors acknowledge their responsibility for preparing
the financial statements of the Group. The statement of the
Auditors of the Company about their responsibilities on the
financial statement of the Group is set out in the

Independent Auditors’ Report on pages 54 to 56.

The Directors confirms that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon

the Company'’s ability to continue as a going concern.

The Company has set up an audit committee in 2005 with
the terms of reference adopted complied with the
requirement of the Listing Rules which is available on the

Company's website.

The existing Audit Committee of the Company comprises
three Independent Non-Executive Directors, namely Mr. Gao
Qingju, Mr. Yu Tung Ho and Mr. Wong Man Chung, Francis

as Chairman of the Committee.

None of three Audit Committee members is a former partner
of the external auditors one year before joining the

Company.
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The principal duties of the Audit Committee include the
review and supervision of the Group’s financial reporting
system and internal control procedures, review of the Group’s
financial information, and oversight of the relationship with

the Auditors of the Company.

The Audit Committee is provided with sufficient resources
to discharge its duties and can take independent professional

advice at the Company’s expenses if considered necessary.

During 2007, the Audit Committee met three times with

attendance of individual Committee members shown below:

Mr. Yu Tung Ho REVETE
Mr. Gao Qingju RAREE
Mr. Wong Man Chung, Francis BXREAE

For the year ended 31 December 2007, the Group’s external

auditors provided the following services to the Group:

Audit Services Eat
Non-audit services JEEEET
Internal Audit Review & others NI HAMEE
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The Board has overall responsibilities for maintaining a sound
and effective internal control system to safeguard the
shareholders’ investment and the Company’s asset as well
the compliance of all statutory requirements. Each of the
Directors is aware and understands that in exercising each
of their power and duties as a director, each of them would

comply to the best of his ability with Listing Rules.

During 2006, Hebei Jinxi Iron and Steel Company Limited
signed a guarantee as security to its fellow subsidiary, Foshan
Jinxi Jinlan Cold Rolled Sheet Company Limited, which was
a connected party to the Company at that time. The provision
of the guarantee was not reported to the Stock Exchange in

time and constituted a breach to the Listing Rules.

The Directors have engaged a professional conducted a
review of the effectiveness of the system of internal control
of the Group including suggestion to enhance the Group’s
overall internal control system as soon as practicable. The
internal control review report has been approved by Audit

Committee and the Board of Directors on 19 March 2008.

The Directors undertake to monitor the Group’s progress on
the implementation of the report. Periodic meetings will be
held and circular, guidance notes and training will be issued
and provided to senior management where appropriate, to
ensure the presence of efficient and effective internal control

system in place.
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In order to develop and maintain continuing relationships
with the shareholders of the Company, the Company
establishes various communications channels to facilitate and

enhance communication:

(i)  interim and annual reports are sent to shareholders of

the Company;

(i) the annual general meeting provides a forum for
shareholders of the Company to raise comments and

exchange views with the Board,

(iii) updated and key information of the Group is available

on the Company’s website; and

(iv) the Company's website offers a communication channel

between the Company and its shareholders.

The Chairman and the Directors are available at annual
general meeting to answer questions raised by shareholders
of the Company. To facilitate enforcement of shareholders’
rights, separate resolutions are proposed at general meetings
on each substantially separate issue, including the election

of individual Directors.

The procedures for demanding and conducting a poll is
disclosed in all the Company’s circulars to shareholders
accompanying the notice of general meetings. These
procedures are also explained by the Chairman of general

meeting at the commencement of the meetings.

Votes cast for each resolutions dealt in general meetings are

properly counted and recorded.
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Despite a significant surge in raw material cost, higher
margin through continuation of our operation
strategy of fine-tuning its product mix, we successfully
transferred the majority of the cost pressure to
consumers. The Group still maintained a high gross
profit margin, the same level as previous years.
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During the year under review, revenue of the Group recorded a
strong growth and had exceeded RMB10 billion. Apart from the
overall surge of market prices in the iron and steel industry, the
Company’s increased sales volume resulted from enhanced capacity
also contributed to a higher revenue. The audited consolidated
revenue of the Group for the year 2007 was appropriately
RMB13,499 million (2006: RMB9,782 million), representing an

increase of 38% as compared to that of 2006.

Despite a significant surge in raw material cost, higher margin
through continuation of our operation strategy of fine-tuning its
product mix, increasing the proportion of H-section steel sales
volume, we successfully transferred the majority of the cost
pressure to consumers. The Group still maintained a high gross
profit margin, the same level as 2006. Total gross profit for the
year under review increased 35% to RMB1,917 million (2006:
RMB1,424 million).

The audited profit attributable to equity holders of the Company
for the year 2007 was RMB1,160 million (2006: RMB1,033 million)
representing an increase of 12% from that of 2006. Growth of
the Group's profit for the year was lower than that of the revenue
percentage increase. This was mainly due to the 89,700,000 share
options granted to qualified staff in 2007 in recognition of their
contribution to the Group's development. The granting of share
options incurred a non-cash expense of RMB160 million. Without
the impact of the non-cash expense, profit attributable to the
equity holders of the Company would be RMB1,313 million,

representing an increase of 25%.

The audited basic and diluted earnings per share for the year
2007 was RMBO0.40, representing an increase of 11% (2006:
RMBO0.36).

During the year under review, the Group was financially strong in
terms of consolidated cash flows. The net cash inflows generated
from operating activities for 2007 was RMB1,074 million (2006:
RMB240 million), 3.5 times higher than that of 2006.
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In 2007, the Group's total sales volume was 4,128,000 tonnes

(2006: 3,746,000 tonnes), representing an increase of 10%.

The Group’s sales volume breakdown was as follows:

2007
—BBLF

Sales

volume

HE

("000 tonnes)

(Fmg)

Billets ] 1 299

Strips and strip products 5 K 7 o M E o 2,451

H-section steel HA 8 1,205
Cold rolled sheets and R BLIR 2 8E B AR

galvanised sheets 173

Total At 4,128

During the year, the Group further optimize the product mix,
with sales volume of H-section steel and strip products, which
offered a higher gross profit, represented 88.6% (2006: 65.5%)
of the Group’s total sales volume. Sales volume of H-section steel
amounted to 1,205,000 tonnes, significantly increased by 3.8
times when compared to that of last year. Other than production
of H-section steel which only commenced operation in the second
half of 2006, the massive infrastructure development and
urbanization in North China had led to surge in demand for the
new steel products. In addition, the Group exported 182,000
tonnes of H-section steel to overseas market, accounted for 15%

of the Group’s H-section steel sales volume.
Sales volume of billets declined, since the product had been used

as raw material to produce the Group’s H-section steel and strip

products, which offered a higher gross profit.
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—EEXE
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HE HER
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(Fug)

7.2% 1,173 31.3% (75%)
59.4% 2,202 58.8% 1%
29.2% 250 6.7% 382%

4.2% 121 3.2% 43%

100.0% 3,746 100.0% 10%
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Revenue of the Group in 2007 was RMB13,499 million (2006:

RMB9,782 million), representing an increase of 38%.

The Group’s sales breakdown and average selling price by product

(excluding value added tax) were as follows:

TR FAEEEHERR/ARKI134.99E
T(ZEERF: ARMKI782(EL) V_TT
/_\ﬁzi§38()/o °

ARERENEEHERR TR HERS T
ERHEEEENT:

2007 2006 Changes
“ERtE ZEERE 21
Average Average Average
selling selling selling
RMB Revenue pricc  Revenue pricc  Revenue price
THHE THHE THHE
AR® HEH EE HEHR EE HEHR EE
(million) (RMB/tonne) (million) (RMB/tonne)
(BBn) (z/®) (BBn) (n/®)
Billets b 897 2,999 2,753 2,347 (67%) 28%
Strips and strip products THRGHEER 7,441 3,036 5,723 2,600 30% 17%
H-section steel HE! 5 4,298 3,566 729 2,917 490% 22%
Cold rolled sheets and RER R R
galvanised sheets 840 4,870 542 4,450 55% 9%
Others Eft 23 - 35 - (34%) -
Total CH 13,499 3,265 9,782 2,602 38% 25%

During the year under review, in the international market, the
growth in infrastructure development and GDP, particularly in
emerging market had led to market demand, while the domestic
iron and steel market maintained its healthy growth momentum.

The imbalance in demand and supply along with surge in raw

material prices resulted in significant fluctuation in iron and steel

market prices.

5 B0 BB 4 79+ A B P R 4T D 4 4 2
B 3R LA TR B PO B 08 B 7 K AR T
Ex BERNEETENREEDNEES
He AR E MR RER LR b
HRBA TS ERARE D

Excluding the price impact, the growth in sales volume accounted

for more than one quarter of the Group’s revenue of the year.
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The audited consolidated gross profit of the Company in 2007
was RMB1,917 million (2006: RMB 1,424 million), representing an
increase of 35%. Gross profit margin was 14.2% (2006: 14.6%).

Average cost per tonne and gross profit of the Group during the

year were as follows:

TETEFHNLERGEEFNRARK19.17
BR(ZEZEANFARKI1424ER) B=F
TRFEM3I5% c EFER14.2% (ZTER
F:146%) °

AEERBBEFESWEFHIRAREMMT:

2007 2006
—ERLR ZEERE
Gross Gross Gross Gross
Average profit profit  Average profit profit
unit cost per tonne margin  unit cost per tonne margin
FHRA FHREAE
EE SWEA MR EE SWEA ERNE
(RMB/tonne) (RMB) (RMB/tonne) (RMB)
(7T/ 1) (L) (7./18) (7L)
Billets il 55 2,718 281 9.4% 1,963 384 16.4%
Strips and strip products THRTHEER 2,632 404 13.3% 2,155 445 17.1%
H-section steel H 3 2,898 668 18.7% 2,629 288 9.9%
Cold rolled sheets and RELR R 5 R
galvanised sheets 4,672 198 4.1% 5,130 (680) (15.3%)
Total =5 2,801 464 14.2% 2,222 380 14.6%

Although there was a significant surge in raw material cost, the
Group continued its operation strategy of fine-tuning its product
mix, maintaining an increasing proportion of sales volume in higher
gross margin H-section steel, which have relatively higher gross
profit. The Group successfully transferred the majority of costs
pressure to the consumers. The Group’s gross profit margin
maintained in the same level as that of the previous year. Gross
profit per tonne increased by 22%, from last year's RMB380 to
current year’'s RMB464.
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The main reason for the increase in unit cost was mainly due to
upsurge in costs of global resources which led to increase in
prices of major raw materials, such as iron ore and coking coal.
The cost increase also led to decline in gross margin of certain

steel products such as billets and strip products.

Newly advanced technological steel products such as H-section
steel and cold rolled sheets and galvanised sheets produced by
Foshan Jinxi Jinlan Cold Rolled Sheet Co., Ltd. (“Jinxi Jinlan")
began to enjoy economies of scale with lowered share of fixed
costs per tonne. This enabled the Group to enhance overall profit
and gross margin. The Group exported a small proportion of steel
products to overseas market. Profit margin of export was similar

to that of domestic sales.

As at 31 December 2007, the Group had a workforce of 7,200
and temporary staff of 2,600. The staff cost included basic salaries
and benefits. Staff cost included discretionary bonus, medical
insurance plans, pension scheme, unemployment insurance plan,
maternity insurance plan and the fair value of the share options,
etc. According to the Group’s remuneration policy, employees’
package is based on productivity and/or sales performance, and
is consistent to the Company’s quality control and cost control

targets.

The Group has been emphasizing on the importance of providing
continuing education and training programmes to both the
management staff and factory workers in order to improve the
Group’s productivity and further enhance the quality of its
workforce. Jinxi Limited was awarded as “2006 continuing
education and training programme leading unit” by Tangshan

City government departments in April 2007.
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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 its percentage to the 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 find relevant. In addition, pursuant to the
relevant PRC law, Jinxi Limited’s distributable profit 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.

The free cash and bank balances of the Group as at 31 December
2007 was RMB690 million (2006: RMB435 million). After taking
out the free cash and bank balances, net borrowings was RMB535
million (2006: RMB499 million), accounting for 8% (2006: 9%)
of the Group’s consolidated net assets after deducting minority
interest, of RMB6,549 million (2006: RMB5,479 million).

The current ratio (current assets divided by current liabilities) was
1.4 as at 31 December 2007 (2006: 1.6). As at 31 December
2007, the ratio between total liabilities and total assets of the
Group was 34% (2006: 32%).

The audited net asset value per share of the Group as at 31
December 2007 was RMB2.24 (2006: RMB1.89), representing an

increase of 19%.

The consolidated interest expenses in 2007 amounted to
RMB68,810,000 (2006: RMB50,387,000). The interest coverage
(divide earnings before interests and taxes by total interest

expenses) was 22.1 times (2006: 25.5 times).

The financial position of the Group was in very healthy condition.
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As at 31 December 2007, the Group had capital commitments
amounted to RMB1,161 million (2006: RMB2,070 million), which
mainly consisted of the capital commitments to the construction
of the H-section steel rolling line with annual productivity capacity
of 1,200,000 tonnes and other ancillary projects. It is estimated
the capital commitments will be financed by the Group’s internal

resources and bank borrowings.

As at 31 December 2007, the Group’s contingent liabilities
amounted to RMB31 million (2006: RMB19 million) which was
the provision of guarantee for certain bank borrowings in favor
of third parties. As at 31 December 2007, the Group did not
provide guarantees for the letter of credit issued by agent
appointed by the Group to import machinery and equipment on
behalf of the Group (2006: RMB50 million).

As at 31 December 2007, the net book value of the Group’s
property, plant and equipment amounting to approximately
RMB1,396 million (2006: RMB1,088 million), land use right
amounting to approximately RMB24 million (2006: RMB65 million),
inventories amounting to approximately RMB57 million (2006:
RMB69 million), notes receivable amounting to approximately
RMB158 million (2006: RMB174 million) and restricted bank
balances amounting to approximately RMB172 million (2006:
RMB95 million) had been pledged as security for the Group's

banking facilities.

As at 31 December 2006, Jinxi Limited pledged approximately
RMB51 million of its notes receivable as security for providing
guarantees so as to facilitate the issuing of letter of credit by a
third party acting as its agent to import plant and equipment for

Jinxi Limited.
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As at 31 December 2007, Renminbi, US dollar, HK dollar and
Euro accounted for 82.2%, 15.4%, 2.4% and 0.001% of the
Group's total bank balances (including restricted bank balances)
respectively (2006: 75.9%, 23.7%,0.4% and 0.001% respectively).
As most of the sales, raw material procurement and bank loans
during 2007 and 2006 are denominated in RMB, hence the

exchange risk sustained to the Group is comparatively low.

The interest rates of the Group's certain borrowings are subject
to the variations. The risk of increasing interest rate will increase
the interest costs of both new borrowings and existing borrowings.
At present, the Group does not use any derivations to hedge its

interest rate risk exposure.

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.
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The Directors of the Company herein present their annual report
and the audited financial statements of the Company and its

subsidiaries for the year ended 31 December 2007.

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.

As at 31 December 2007, the Company’s principal activity is
investment holding. The principal activity of the Group is the
manufacture and sales of iron and steel products. The nature of

the principal activity has not changed during the year.

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 2007 and are set out in Note 5 to the consolidated

financial statements.

The Group’s consolidated income statement for the year ended
31 December 2007 and its consolidated balance sheet as at that
date, together with the balance sheet of the Company as at 31
December 2007, are set out in the financial statements on pages
57 to 60.
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At a meeting held on 27 March 2008, the Directors proposed a
final dividend of HK$181.61 million (approximately RMB164.36
million), representing HK6.2 cents per ordinary share to the
shareholders of the Company whose names appear on the register
of members of the Company on 15 May 2008. Subject to the
approval of the Company's shareholders at the Company’s
forthcoming annual general meeting to be held on 15 May 2008,
the final dividend will be paid on 12 June 2008.

A summary of the consolidated financial results and assets,
liabilities and minority interests of the Group for the last five

financial years, is set out on page 184.

Details of movements in the property, plant and equipment of
the Group and the Company during the year are set out in Note 7

to the consolidated financial statements.

Details of the movements in the Company’s issued share capital
during the year are set out in Note 19 to the consolidated financial

statements.

Details of the movements in the reserves of the Group during the
year are set out in Note 20 to the consolidated financial

statements.

At 31 December 2007, the Company’'s accumulated losses
amounted to RMB113.3 million (2006: RMB39.6 million).
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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.

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

revenue for the year.

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

consolidated purchases for the year.

The Directors during the year and up to the date of this report

were as follows:

Mr. Han Jingyuan
Ms. Chen Ningning (resigned on 29 October 2007)

Mr. Zhu Jun
Mr. Tang Chi Fai (resigned on 13 April 2007)

Mr. Liu Lei
Mr. Shen Xiaoling
Mr. Yu Jianshui (appointed on 14 April 2007)

Mr. Zhu Hao (appointed on 21 November 2007)

Mr. Gao Qingju
Mr. Yu Tung Ho
Mr. Wong Man Chung, Francis
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In accordance with Bye-laws 86(2) and 87(1) of the Company,
Messrs. Zhu Hao, Liu Lei and Mr. Gao Qingju will retire by rotation
and, being eligible, will offer themselves for re-election at the

forthcoming annual general meeting.

Pursuant to 13.51(2) of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), the annual
fee specified in each of Messrs Zhu Hao, Liu Lei and Gao Qingju’s
existing service contracts are HK$300,000, HK$300,000 and
HK$300,000 respectively. The basis of determining the Director’s
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, Messrs Zhu Hao, Liu Lei and Qao Qingju 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.

Save as the transactions as disclosed in Note 37 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 a party during the

year.

The Directors and Senior Management’s biographies are set out

on pages 14 to 18 of the annual report.
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Two executive directors have service contracts with the Company
for a fixed term of three years while the remaining four 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 2003 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.

Save as disclosed above, no director proposed for re-election at
the forthcoming annual general meeting 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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At 31 December 2007, the long and short positions of the

Directors, chief executives and their associates of the Company in

the shares, underlying shares and debentures of the Company or

any associated corporation (within the meaning of Part XV of the

Securities and Futures Ordinance (“SFO")) as recorded in the

register required to be kept under Section 352 of the SFO or as

otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code for Securities Transactions by Directors

of Listed Companies, were as follows:

Number of shares held and nature of interest in the Company:

Mr. Han Jingyuan (Note 1)
BHUR LA (MEEE1)

Mr. Zhu Jun
x BEhAE

Mr. Liu Lei
2 wmEHE

Mr. Shen Xiaoling
LBEIT e A

Mr. Gao Qingju
=EREE

Mr. Wong Man Chung, Francis
BEXREL
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Corporate

Interest

NGk ¥

1,317,502,849

RZBEZLF+_A=+—H REFFLH
S50 (TS RBEERD]) £352(KMFE
BRBR A M ATACE HRE LT AR ERETT
EHRXZNBRETURRREBIAENS
ARAMEF TBTRABEREBEALRA
REREMEEEE (& B FEH RHE D
SEXVER) B RN REFEE A TE

WRAA

R mEE RN AR EEIEE :

Percentage of

the Company’s

Personal issued Long/Short
Interest  share capital Position
EERLQH
BBRITRAE
8 A R 2 MEDE B %RRB
- 45.02% Long
of
2,800,000 0.10% Long
as
2,400,000 0.08% Long
as
2,400,000 0.08% Long
as
2,400,000 0.08% Long
as
2,400,000 0.08% Long
as
2,400,000 0.08% Long
as



Note:

1. At 31 December 2007, Mr. Han Jingyuan beneficially owned 63.15%
of the issued share capital of Wellbeing Holdings Limited (“Wellbeing
Holdings”) and held 16.09% of the issued share capital of Wellbeing
Holdings on trust for the benefit of certain employees of the
subsidiary of the Company. Wellbeing Holdings beneficially owned
1,255,849,124 shares or 42.91% of the issued shares of the
Company. He is also the beneficial owner of 100% of the issued
share capital of Chingford Holdings Limited which beneficially owned
61,653,725 shares or 2.11% of the issued shares of the Company
at 31 December 2007.

At 31 December 2007, Mr. Han Jingyuan personally holds 2,800,000

shares or 0.10% of the issued shares of the Company.

Save as disclosed above and in the section of “Equity-settled
share option scheme” below at 31 December 2007, none of the
directors and chief executives and their associates had any interest
and short positions in the shares, underlying shares and debentures
of the Company or any associated corporation (within the meaning
of SFO) as recorded in the register required to be kept under
Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities

Transactions by Directors of Listed Companies.

=
}?H:

1. RIET+LHF+-_A=+—RH BHERLLEE
# ¥ B Wellbeing Holdings Limited ([ Wellbeing
Holdings]) B3 1TA A 63.15% i 25 - W A S
AHAREARFMBRAE TERENFEFH
% Wellbeing Holdings2 2 17 AR 7 16.09 % & #&
= °Wellbeing HoldingsE z # B A A A B 847
B 17 1,255,849,1240% 5 42.91 % &« R H =
ETHE+ A+ ANARSEEARAR
B2 81T 17 61,653,725 502.11 % 1 25 &)
Chingford Holdings Limited % &6 B 2T X A &)
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The Company has a share option scheme for all directors and any

employees of any company in the Group or any entity in which

any member of the Group holds an equity interest.

At the date of this report, pursuant to the unconditional

mandatory cash offer — the option offer by ArcelorMittal on 14

January 2008, all the grantees have accepted the option offer

and all the outstanding share options have been redeemed and

cancelled accordingly. Details of the shares option outstanding

during the year and at the date of this report were as follows:

No. of
options No. of
outstanding options
at granted
31 Jan during
2007 the year
R-BBtE
-B-8 REER
REEH BFH
BREHE BREHE
Mr. Han Jingyuan 2,800,000* -
BHERE
Mr. Zhu Jun 2,400,000* -
K OERE
Mr. Liu Lei 2,400,000* -
3 EX4E
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No. of
options No. of
exercised/ options
cancelled/  outstanding
lapsed at
during 31 December
the year 2007
REER RZZBLF
Bfiff/ t=A=t+-H
HE/ KA RTEH
BREBE BREHE
2,800,000 -
2,400,000 -
2,400,000 -

ARBIRAEENEMN AR K ERMAEEKE
IR EBERNMAES IR BIEHBLRE

ar&le

RAREAH REZBLRKEAR_FEN
F-ATHBER ZEGFRFIRSEERZE
—BRRREZS MEBREREACER
BhREEEEzZMAECHLNBRED ELO
MEH - RARE BHMAFE AR RITED
BREFBOT:

No. of

options No. of Closing price
exercised/ option per share
cancelled/  outstanding immediately
lapsed at at the Exercise before
the date of date of price the date of
this report this report per share grant

REBEEH R
B/  KEERH RRBRE
HE/ RRH ief R AT R 40 BRYHAM
BREHE BREHE BRITEE BRETE
(HK$) (HK$)
B B
- - 1.76 1.74
- - 1.76 1.74
- - 1.76 1.74



No. of
options

outstanding

at
31 Jan
2007
R-ZBEtE
-A-8
RTHEH
BREZA
Mr. Shen Xiaoling 2,400,000%
TEREE
Mr. Yu Jianshiu -
FRKEE
Mr. Gao Qingju 2,400,000*
mERRAE
Mr. Yu Tung Ho 2,400,000*
REERE
Mr. Wong Man Chung, Francis  2,400,000*

BXNREL

* granted on 30 June 2006

**  granted on 27 October 2007

No. of
options
granted
during
the year

REER

BT
BREZE

2,400,000%*

No. of
options No. of
exercised/ options
cancelled/  outstanding
lapsed at
during 31 December
the year 2007
REER RZBELE
gt/ +t=A=t+-~8
B V&3 ] RTEH
BREZE BREHA
2,400,000 -
- 2,400,000
2,400,000 -
2,400,000 -
2,400,000 -

The accounting policy for equity-settled share option is stated in

the note 2.20 to the consolidated financial statements.

No. of
options
exercised/
cancelled/
lapsed at
the date of
this period
EHEAH
BE/
HE/ KHH
BREHR

2,400,000

No. of Closing price

option per share

outstanding immediately

at the Exercise before

date of price the date of

this report per share grant
R®

ARERH SEBRE

i R AT B 40 BFRAN

BREHR BRITEE BREHE

(HK$) (HK$)

BT BT

- 1.76 1.74

- 5.24 5.24

- 1.76 1.74

- 1.76 1.74

- 1.76 1.74

* RCFEAFAASTART

xR ZE

Z+F+AZTEHET

NRELEENBERIENS T ENRGS TR
Mt sE2.200 B H o
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Save as disclosed above, at no time during the year were rights
to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted
to any Director or their respective spouses or children under 18
years of age, or were any such rights exercised by them; or were
the Company or any of its holdings companies, fellow subsidiaries
and subsidiaries a party to any arrangement to enable the
Company's Directors, their respective spouses or children under

18 years of age to acquire such rights in any other body corporate.

Save as disclosed above and the transactions as disclosed in
Note 37 to the consolidated financial statements, no controlling
shareholder or any of its subsidiaries have any contract of

significance with the Company or its subsidiary during the year.

At 31 December 2007, the interests or short positions of every
person, other than a Director or chief executive of the Company,
in the shares and underlying shares of the Company as recorded
in the register required to be kept by the Company under Section
336 of the SFO are as follows:

B EXFEEEIN RFREAER SEE
MEFIWRESENEBIRH+N\BRNTL
EERAEBBEARRHTAETAABER
MEEHFMER RN KTEEMNXFE
FmARRREEFMZERRR FRMER
AR EARME L EA T REARA]
EF RESEBNEBIKRRT/A\RNT A
BEREEEZABMERBAZTERN-

fr EXPTIRBEE IR A M IS IRR M 5L 37 R
KRENRZI ERBEREIEERMBERARR
FRALEERQRBREMB AR ZLEMER

RN

RZTZT+F+_RA=+—B REAQFZ
IREH LB GO F 336G FE N RR A
Fitds BRAAL (RRREFHEETHA
BN RARRRD REEEROEENESE
FORBIT

Percentage of

the Company’s

Number of issued Long/Short
Name shares held share capital Position
EARRH
2RITRAE
£ FEROEA Aotk B KA
Wellbeing Holdings Limited 1,225,849,124 42 .91% Long
7F
Mittal Steel Holdings AG (Note 1) 820,119,151 28.02% Long
Mittal Steel Holdings AG (Fff5£ 1) 53
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Note:

1. At 31 December 2007, Mr. Lakshmi Niwas Mittal and Mrs. Usha
Mittal directly owns 37.04% and indirectly owns 37.04% of the
issued share capital of ArcelorMittal SA which indirectly hold 75%
interest in Mittal Steel Holdings AG that owned 820,119,151 shares

or 28.02% of the issued shares of the company.

Save as disclosed above and in Director’s Interests and Short
Positions in Securities section, at 31 December 2007, no person,
other than a Director or chief executive of the Company, had
interests or short positions in the shares and underlying shares of
the Company required to be kept in the register by the Company
under Section 336 of the SFO.

Details of significant related party and connected transactions of
the Group under the Listing Rules are set out as below and in

note 37 to the consolidated financial statements.

The purchases of raw material (the “Purchase of Raw Materials")
by Jinxi Jinlan, an indirect non-wholly owned subsidiary of the
Company from Jinxi Limited, an indirect non-wholly owned
subsidiary of the Company have constituted continuing connected
transactions under the Listing Rules. The shareholders of the
Company have approved the above continuing connected
transactions and the related annual cap for a period of three
years ending 31 December 2007 on 4 February 2005. During the
year ended 31 December 2007, the purchase of raw material
(excluding value added tax) by Jinxi Jinlan from Jinxi Limited

amounted to approximately RMB152.493 million.

1. RIZTZTtLF+=A=+—H Lakshmi Niwas
Mittalst 4  Usha Mittal K KE &% B
ArcelorMittal SAE 217 iR 17 37.04 % 0 A # #
& ArcelorMittal SAE # 17 iR 19 37.04% M
ArcelorMittal SARE # ¥ A Mittal Steel
Holdings AG 75% % RERBEE ARFE
BITRRZX820,119,151/% 50 28.02 % & x4 ©

BREXFEEEIN R _TELF+-_A=1
— B REAQFIZBES KRG R 336
GRFENBRREM BEAL (RRRES
HEBTHABRIN RARB D AR
MEBEDZIRE

AEERE EMRANERBEATRBAER
S BEHR T REE B MR EIT

MARRMEIFZERBENNBAREAEW
AAREEZEIF2E BB MM E A )R E
RERMEME RELTRN EBXEE
BEXS ARARRER_TTAF AN
AtERE T2+ F+ _A=+—HBitz=
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In the opinion of the independent non-executive Directors of the
Company, the purchases of raw material by Jinxi Jinlan from Jinxi

Limited for the year ended 31 December 2007 were entered into:

(i)  in the ordinary and usual course of business of the Group;

(i)  on normal commercial terms;

(iii) in accordance with the relevant agreement governing such
transactions on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole;

and

(iv) within the relevant annual cap amounts as approved by the

shareholders of the Company on 4 February 2005.

The board of Directors confirms that the auditors of the Company
have confirmed the matters stated in Rule 14A.38 of the Listing
Rules in connection with the above continuing connected

transactions.

On 12 December 2005, the Company announces that it and
Foshan Jin Lan will issue guarantees to a PRC financial institution
to secure the loan obligation of Jinxi Jinlan on a several basis and
in proportion to their equity interest. The guarantee will expire
when the loan obligation and other relevant interest and expenses
under the loan contract are repaid fully. The loan facility granted
by the PRC financial institution is RMB150 million with a period
of 3 years. The maximum liability under the guarantee of the
Company will be RMB90 million and the related outstanding
interest and expenses (if any). The guarantee was approved by
the shareholders of the Company and was issued on 19 January
2006.
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On 12 December 2005, the Company announces that Accordpower
Investments Limited (“Accordpower”), a wholly-owned subsidiary
of the Company, will provide shareholder’s advances of US$18.5
million to Jinxi Jinlan. The non-interest bearing advances are
US$11.3 million while the interest bearing advances are US$7.2
million. The interest rate of the interest bearing advances are
based on 90% of the standard RMB loan interest rate of five
years issued by the People’s Bank of China. The duration of the
advances will be 5 years. The shareholder’s advances agreements
were approved by the shareholders of the Company and signed
on 19 January 2006.

Jinxi Limited has issued a guarantee dated April 2006 to a PRC
bank to secure the master bank facility of RMB150 million granted
to Jinxi Jinlan by a PRC bank. The master bank facility’s period is
from 30 May 2006 to 30 May 2007. The maximum liability under
the guarantee of Jinxi Limited will be RMB150 million plus the
related outstanding interest and expenses (if any). The obligations
of Jinxi Limited under the guarantee in respect of each individual
facility granted under the master bank facility will expire two
years after the expiry date of each individual facility being granted
under the master bank facility. Jinxi Jinlan will pay a guarantee
fee of RMB900,000 for the year end 30 May 2007 (plus any
accrued interest), which is equivalent to 0.6% of the amount
under the guarantee. Due to oversight and inadvertent
misunderstanding of the Listing Rules by some of the management
of the Group involved in the issuance of the guarantee, Jinxi
Limited’s entry into the guarantee and the provision of the
guarantee was not reported to the Company. As a result, the
failures by the Company to notify the Stock Exchange and
announce Jinxi Limited's entry into the guarantee and the
provisions of the guarantee and to seek shareholders of the
Company’s approval as required under Chapter 14A of the Listing
Rules constitutes a breach of Rule 14A.63 of the Listing Rules.

RZZZRF+ZRA+ A ARAEHHE
BEERAR AARZEZEMNBAR  #M
ETE WIRH1,8508 X TRIRERIEFK 1,130
BETHRRERRLE LM M7208 % T Al
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During 2007, Jinxi Jinlan has sold goods and utilities to Foshan
Jin Lan Import and Export Co., Ltd. (“Jin Lan Import and Export”)
Ltd. (“Jin

Lan Nonferrous Metals”) in the amount of RMB20.803 million

and Foshan Jin Lan Nonferrous Metals Products Co.,

and RMB3.509 million respectively. Jin Lan Import and Export and
Jin Lan Nonferrous Metals are the companies controlled by Mr.

Zhou Weijie who was a substantial shareholder of Jinxi Jinlan.

Mr. Zhou Weijie, is a director of Jinxi Jinlan and Foshan Jin Lan
Aluminum Co., Ltd. (a company which is controlled by Mr. Zhou
Weijie) has transferred his 21.5% of the equity interest in Jinxi
Jinlan to Jinxi Limited in February 2008 and thereafter all
shareholders agreed to increase their investments in proportion
to their shareholdings in Jinxi Jinlan. After the completion of the
share transfer and the increase in registered capital, Mr. Zhou
Weijie holds 18.5% of Jinxi Jinlan. Jinxi Jinlan is no longer a
connected person of Mr. Zhou Weijie or to the Company in

accordance with the Listing Rules.

Save as disclosed above and in Note 37 to the consolidated
financial statements, there were no other transactions required
to be disclosed as non-exempt connected transactions in

accordance with the Listing Rules.

As at the date of this report, the minimum public float requirement
under Rule 8.08 is not maintained and the Company has been

suspended for trading.

Pursuant to the joint announcement between ArcelorMittal and
the Company dated 4 February 2008, ArcelorMittal has undertaken
to the Stock Exchange to take appropriate step following the
closing of the offer to restore the minimum public float

requirement under Rule 8.08 of the Listing Rules.
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Neither the Company, nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the years ended 31 December 2007 and 2006.

Details of the significant post balance sheet events are set out in

Note 38 to the consolidated financial statements.

PricewaterhouseCoopers retired and a resolution for their
reappointment as auditors of the Company will be proposed at

the forthcoming annual general meeting.

On Behalf of the Board
China Oriental Group Company Limited

Han Jingyuan

Chairman and Chief Executive Officer

Hong Kong, 27 March 2008
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PRICEAVATERHOUSE COPERS

BOR KBS MEKA

To the shareholders of China Oriental Group Company Limited

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China
Oriental Group Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 57 to 183,
which comprise the consolidated and company balance sheets as
at 31 December 2007, and the consolidated income statement,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory

notes.

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are

reasonable in the circumstances.
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Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda and for no other purpose. We
do not assume responsibility towards or accept liability to any

other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our audit opinion.
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In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2007 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 27 March 2008
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(All amounts in Renminbi (“RMB") thousands unless otherwise stated)

(BEEHERN EEONARE(TARE]) TTREM)

ASSETS

Non-current assets

Property, plant and equipment
Leasehold land and land use rights
Investment properties

Intangible assets

Investments in an associate

Deferred income tax assets

Current assets

Inventories

Trade receivables

Other current assets

Prepayments, deposits
and other receivables

Financial assets at fair value
through profit or loss

Amounts due from related parties

Restricted bank balances

BE
FRBEE

WE -BEREE

THE £t Jo £ 3 (5 A 4
REME

BVEE

e NARE

BB HEE

RBEE

A
FEW & 5 R
Hib i EE
BRNRE-RER
H b & W R 7R
BAVEEBEZD
EERNTHEE
& W BB Bt 75 3R IR
IR I SR 1T A8

Cash and cash equivalents RekBEEEY
Total assets HEE
EQUITY R
Capital and reserves attributable AAGERFEETAENL
to the Company’s equity holders B R#E
Ordinary shares TR
Share premium AR A7 5 (B
Other reserves E fth f# &
Retained earnings BF s
Minority interest in equity LERRES
Total equity e

Note
Mo 5E

O 00 O

11
24

14
15

17

16
37(c)
18
18

19
19
20

As at 31 December 2007
R-ZZEZTEt+tF+=-_A=+—H

As at 31 December

R+=-—BA=+-—H
2007 2006
—EELHF —EERF
6,405,538 4,675,308
76,441 78,092
19,328 20,428
- 18,289
8,122 7,897
3,194 -
6,512,623 4,800,014
1,836,997 1,407,898
488,825 998,828
4,037 2,591
447,156 481,734
146 135
11,055 -
171,690 95,262
689,591 434,905
3,649,497 3,421,353
10,162,120 8,221,367
311,444 309,340
2,185,964 2,151,035
1,144,182 984,296
2,907,100 2,034,456
6,548,690 5,479,127
147,414 122,322
6,696,104 5,601,449
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As at 31 December 2007
RZZEZT+HF+=A=+—H

LIABILITIES

Non-current liabilities
Borrowings
Deferred income tax liabilities

Amount due to a related party

Current liabilities
Trade payables
Accruals, advances from customers
and other current liabilities
Amounts due to related parties
Current income tax liabilities
Borrowings

Dividends payable

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

a8
FRBEE

t& 3%

BIEFFHER
F& 1+ BR BSE 77 3R IR

RBEE

e B B R

ERER BREFPRER
HitRgha @

F& 1t B BSE 77 3R IR
EHMBEHAR

t& 3
&1 BB,

aEAa

EERAESH

RBEERR

REERRBDAR

Han Jingyuan

BYE

Chairman and Director

TEREF

The notes on pages 63 to 183 are an integral part of these

consolidated financial statements.
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(All amounts in Renminbi (“RMB”) thousands unless otherwise stated)

(BEZEERN  FEEIUARE (AR T REM)

As at 31 December

R+t=-—A=+—8

Note 2007 2006
i —ERLE  CTITAAF
23 765,000 360,770
24 - 290
37(c) 55,733 55,529
820,733 416,589
21 715,535 516,368
22 1,371,328 998,236
37(c) 8,571 56,674
88,382 58,225
23 460,000 573,230
1,467 596
2,645,283 2,203,329
3,466,016 2,619,918
10,162,120 8,221,367
1,004,214 1,218,024
7,516,837 6,018,038

Liu Lei

2=

Director
E

217
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ASSETS

Non-current assets
Property, plant and equipment
Investment properties
Investments in subsidiaries
Loans to subsidiaries

Current assets

Prepayments, deposits and
other receivables

Financial assets at fair value
through profit or loss

Amounts due from related parties

Restricted bank balances

Cash and cash equivalents

Total assets

EQUITY

Capital and reserves attributable
to the Company’s equity holders
Share capital
Other reserves
Accumulated losses

Total equity
LIABILITIES

Current liabilities
Trade payables
Accruals and other current liabilities
Amounts due to related parties
Dividends payable

Total liabilities
Total equity and liabilities
Net current assets

Total assets less current liabilities

(All amounts in RMB thousands unless otherwise stated)

(BEZBHEBHN  FELBEBIARNARBTTRENMN)

BE

FRBEE

WE -BERRE
REME
MEAEKRE
M B A B E R

RBEE
BNRE-RER
H i & U R 3R
BAVFEEBEBR
CERNTKEE
& 2 A st 77 3R IR
SR IR AT A R
RehBAeEED

HEE

b
EINGE BTN T

B R

BA

At b 1

25t

LB

& 1

B E

1 5 5 R 3
AREAREMRDEME
84 BB 5 3R
B8

amat

MER AR
HBREFE

REERRBDAR

Han Jingyuan

B

Chairman and Director

TEREFE

The notes on pages 63 to 183 are an integral part of these

consolidated financial statements.

Note
M 5E

17
16

18
18

19

As at 31 December 2007

RZEET+LF+=A=+—H

As at 31 December

R+=—A=+—8H
2007 2006
—ERtF —TTHX

12,359 13,501
19,328 20,428
382,121 224,017
2,003,039 2,050,529
2,416,847 2,308,475
1,486 1,637

146 135

10,883 7,809
47,305 47,962
95,723 73,666
155,543 131,209
2,572,390 2,439,684
2,497,408 2,460,375
176,631 16,745
(113,285) (39,643)
2,560,754 2,437,477
5,269 -

6,205 1,810

84 345

78 52

11,636 2,207
2,572,390 2,439,684
143,907 129,002
2,560,754 2,437,477

Liu Lei
2%
Director
EF

FEIZ1BANMESAGAMBHRRNER

#B1m
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For the year ended 31 December 2007 ( All mounts in RMB thousands unless otherwise stated)

BE_ZZELFEF+-A=+—8 (K ERI  MEZBRBANARBTTAEM)

Year ended 31 December

R+=—BA=+—8H
Note 2007 2006
Mo 5E —EELF —ETRF
Revenue N 5 13,498,555 9,782,116
Cost of sales 8 5 AR 27 (11,581,115) (8,357,880)
Gross profit EF 1,917,440 1,424,236
Other income H b g A 26 2,116 4,149
Distribution costs 5 88 B AR 27 (46,689) (13,084)
Administrative expenses THE A 27 (373.,452) (170,443)
Other expenses HEmBEH 27 (5,324) (10,620)
Other gains — net Bz — 25 12,730 31,439
Operating profit R 5 Al 1,506,821 1,265,677
Finance income B 5 A 29 12,118 18,930
Finance costs B 75 B AR 29 (68,810) (50,387)
Finance costs — net B FE A AN — F AR (56,692) (31,457)
Share of profit/(loss) of an associate FEAEEE & N Ra T (EE) 1 225 (984)
Profit before income tax B BT B % A% A 1,450,354 1,233,236
Income tax expense s & A 30 (256,617) (210,886)
Profit for the year FERF 1,193,737 1,022,350
Attributable to: FE1E:
Equity holders of the Company RARIERFTFEA 1,159,657 1,032,754
Minority interest DERE S 34,080 (10,404)
1,193,737 1,022,350
Earnings per share for profit FRARXQRBEZFEA
attributable to equity holders of FE 1k %% F 63 55 IR 58 F
the Company during the year (AERARBTAERN)
(expressed in RMB per share)
- basic — &K 32 0.407T 0.367T
— diluted —#E 32 0.407T 0.367C
Dividends B’E 33 319,225 161,879

The notes on pages 63 to 183 are an integral part of these

consolidated financial statements.
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All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBN  FELBIARNARBTIAREN) BE_ZTLF+-_A=+—H

Attributable to equity holders
of the Company

ARRERBEAEY
Share Other  Retained Minority Total
Note capital  reserves  earnings Total interest equity
¥
i3 RE Hite BEUS A REEZ BZAH
Balance at 1 January 2006 R-ZBEXRE
—-A-ANEs 2,460,375 735,325 1,397,752 4,593,452 138,643 4,732,095
Profit for the year FERA - - 1,032,754 1,032,754 (10,404) 1,022,350
Profit appropriation to IR % € B8 A 1E L A

statutory reserves il o R 20 - 230,276 (230,276) = = =
Employee share options scheme: BB BER#E:H2:

- Value of employee services -EEREMER 20 = 16,745 = 16,745 = 16,745
Dividends relating to 2005 “ZTRERE - - (136,044)  (136,044) (3,581)  (139,625)
Dividends relating to 2006 ZEERERE - - (29,730) (29,730) (2,353) (32,083)
Acquisition from a minority WL R R ER

shareholder - - - - (40) (40)
Others i 20 - 1,950 - 1,950 57 2,007

- 248,971 636,704 885,675 (16,321) 869,354
Balance at 31 December 2006 RZBEXE
TZA=t-HW&H 2,460,375 984,296 2,034,456 5,479,127 122,322 5,601,449
Balance at 1 January 2007 R=ZBEtF
-A-BN&ER 2,460,375 984,296 2,034,456 5,479,127 122,322 5,601,449
Profit for the year FERH - - 1,159,657 1,159,657 34,080 1,193,737
Employee share options scheme: BB ER#E:H2:
- Value of employee services -EERBNER 20 - 159,886 - 159,886 - 159,886
— Proceeds from exercising —TEBRE
share options 558 19 37,033 - - 37,033 = 37,033
Dividends relating to 2006 ZETRERE - - (132,149)  (132,149) (4,322) (136,471)
Dividends relating to 2007 “ETRLERE = - (154,864  (154,864) (5,370)  (160,234)
Acquisition from a minority WL ERRER
shareholder - - - - 704 704
37,033 159,886 872,644 1,069,563 25,092 1,094,655
Balance at 31 December 2007 R-BEtLE
TZRZ+-BW&R 2,497,408 1,144,182 2,907,100 6,548,690 147,414 6,696,104

F3E1ENMERAEA M BRRNER

#BAD o

The notes on pages 63 to 183 are an integral part of these

consolidated financial statements.
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For the year ended 31 December 2007 ( All
BHE-_TTLtHF+-_A=+—80 (K

Cash flows from operating activities
Cash generated from operations
Interest received
Dividends received from financial
assets at fair value through
profit or loss

Interest paid

Income tax paid

Net cash generated from
operating activities

Cash flows from investing activities

Purchase of property, plant and
equipment

Proceeds from disposal of property,
plant and equipment

Proceeds from disposal of
intangible assets

Acquisition of a minority interest

Net cash used in investing activities

Net cash generated from/(used)
before financing activities

Cash flows from financing activities

Proceeds from issuance of
ordinary shares

Proceeds from current borrowings

Proceeds from borrowings from
related parties

Repayment of current borrowings

Repayment of borrowings from
related parties

Proceeds from non-current borrowings

Repayment of non-current borrowings

Dividends paid

Decrease in restricted bank balances
pledged as security for current
bank borrowings

Net cash generated from
financing activities

Net increase/(decrease) in cash and
cash equivalents

Effect of foreign exchange rate changes

Cash and cash equivalents,
beginning of the year

Cash and cash equivalents,
end of the year

The notes on pages 63 to 183 are an integral part of these

consolidated financial statements.
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mounts in RMB thousands unless otherwise stated)

5B 5

Note
M 2
RELEEBHNRERE
KEEANIRE 34
2 IF &
"EAFTEERER
RENTBEES
I ER A IR 2
BEAF B
=ENRIE m

RS SE B E A IR S R

REREZHNRERE
BEWE BELRE

HEWE- -HENEZE

18 3R 34
ﬁ%ﬁﬁﬁFﬁﬁﬁ

U Bg D R =
KEEEENIE S F58

MEBSAEE (FFFE)
3R & 5 B

REMETHNRETRE
BT EBRRDAEHA

34

i B 18 5K P 15 KR

BIRE 77 12 3 A8 O

EERBE
7 i

7

ﬁ%

il F“a
5 <
LS

WF IE

FERBNE B PTIS RIR
EEIENBER

B TR B
ERMREIRITIERNER L
PR I R 17 45 BR R

MEETHELNRESER
BekReEEY
g/ ORd) F8
SNBE R BB R E
FNRERBEEEY

FRACRBASFEY
18

#BAD o

MBETHERBUAARE T TREN)

Year ended 31 December

Rt=A
2007
—¥RiLF
1,363,930
10,976

2
(70,722)
(229,944)

1,074,242

(833,047)
336

4,408

(828,303)

245,939

37,033
550,000

(534,000)

(7,000)
424,230
(149,230)
(293,099)

27,934

273,873
(19,187)

434,905

689,591

F63R183BMMEAREGS

=t+—H
2006

\

H

480,570
16,515

1,061
(54,585)
(203,906)

239,655

(586,511)

8,069
(40)
(578,482)

(338,827)

779,090

31,000
(1,515,990)

215,770
(165,000)
(165,751)

887,722
66,841

(271,986)
(2,979)

709,870

434,905

M mEROER



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

China Oriental Group Company Limited (the “Company”)
was incorporated in Bermuda on 3 November 2003 as an
exempted company with limited liability under the Companies
Act 1981 of Bermuda as a result of a group reorganisation

(the “Reorganisation”).

The address of the Company’s registered office is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

Following the completion of the global offering, the
Company's shares were listed on The Stock Exchange of
Hong Kong Limited on 2 March 2004.

The Company together with its subsidiaries are hereinafter
collectively referred to as the Group. The Group is mainly
engaged in the manufacture and sales of iron and steel
products. The Group has manufacturing plants in Hebei
Province and Guangdong Province of the People’s Republic
of China (the “PRC") and sells mainly to customers located
in the PRC.

These consolidated financial statements are presented in
thousands of units of RMB, unless otherwise stated. These
consolidated financial statements have been approved for
issue by the Board of Directors (the “Board”) on 27 March
2008.

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years

presented, unless otherwise stated.

HE-TTLFEF_A=+-ALFE

FERGEEZERERQE ([ARQFE])
R_FZE=F+-—A=ZBREAFE—
NAN—FREEEAREETMALRE
HReFEREFEAR YAMTK —BEER
EA([EA]) -

AR B B 5 3 = BR Hh ik & Clarendon
House, 2 Church Street, Hamilton HM

11, Bermuda °

RERERERE ARARGR =T
mE=A-AEEABARDHERA
AL

AR REMBARR TXPAEBEAL
B-AEETERELERHENEE
meASBEEFEARAME ([HE])
AltERERERBLEERE W Z2EH
HBURPENTPETHE

BRBEAN NG MBEBREAARE
T2 -AEGAMBRRECHESTR
(TEERD R -_ZEZNEF=A_ttH
BT -

RAERAGEAMBBRRREANETESFTH
REN T X = BHEAN LERRE
FEfNmEFEERERER-
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For the year ended 31 December 2007
HE—

The consolidated financial statements of the Group
have been prepared in accordance with Hong Kong
Financial Reporting Standards (the “HKFRS"). The
consolidated financial statements have been prepared
under the historical cost convention, as modified by
the revaluation of financial assets (including derivative

instruments) at fair value through profit or loss.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements, are disclosed in
Note 4.

(a) Standards, amendments and
interpretations to standards effective in
2007
. HKFRS 7, “Financial instruments:

Disclosure”, and the complementary
amendments to HKAS 1 “Presentation to
financial statement — Capital disclosures”,
introduce new disclosures relating to
financial instruments. This standard does not
have any impact and valuation of the
Group's financial instruments, but require
additional disclosures in relation to the
Group’s financial instruments. The main
additional disclosures include certain
guantitative information of the Group’s
exposure to credit risk, liquidity risk and
market risk, as well as qualitative
information of the Group’s capital risk

management.

China Oriental Group Company Limited | Annual Report 2007

(All amounts in RMB thousands unless otherwise stated)

ZELE+ A=t -HLEFE (KEZEEBHIN FHEEHAARETTREM)

REENGZEEMBBRERIDIERES
MBRELERN([BEEMBRELE
A]) B - E M HRERE KRR
ERAERE WHIEATFTEER
Sma RN BEE (BRETET
B) M ERIERERT -

AT BBV B HREENTB
BERTEERETHBE G
ENHREEBERAASE SR
SRBIEFITEREHAG - FRBDE
MHE R EERENSE X
R EEMBRRELDERNRRZM
HENHE ENE4PRE-

(a) R=ZBETLFLEUMNE
AL-HWEANBITRRE

s BAEAMBHREERET
RIe®MI A KEIR
%\;%%ﬁﬁ—“”%ﬁﬁ )
BMEHZ2 — B ARK
BlImmEEsls AR
TRIAEHNFTKRE
MIE -ARERNHKNEE
MR T AN EERF
ZNEE - BEERRAR
SEHNEemIAELSE
SN X BFINREE

EREEAEEEER
Bz~ 7w Eh M R B - T 3% R
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EMEER-



(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

(a) Standards, amendments and
interpretations to standards effective in
2007 (Continued)

HK(IFRIC)-Int 8, “Scope of HKFRS 2, Share-
base payment”, requires consideration of
transactions involving the issuance of equity
identifiable

consideration received is less than the fair

instruments, where the
value of the equity instruments issued in
order to establish whether or not they fall
within the scope of HKFRS 2. This
interpretation does not have any impact on
financial

the Group’s consolidated

statement.

HK(IFRIC)-Int 9, “Reassessment of embedded
derivatives”, requires an entity to assess
whether an embedded derivative is required
to be separated from the host contract and
accounted for as a derivative when the
entity first becomes a party to the contract.
Subsequent reassessment is prohibited
unless there is a change in the terms of the
contract that significantly modifies the cash
flows that otherwise would be required
under the contract, in which case
reassessment if required. This interpretation
does not have any significant impact on the
reassessment of embedded derivatives as the
Group has already assessed whether
embedded derivative should be separated
using the principles that are consistent with

HK(IFRIC)-Int 9; and

B

For the year ended 31 December 2007

E-TTLE+-ASH-HIERE

(a) R=BEFLFELEUMNE
A-HEANBITRRE

(%)

ZE (BERPBERER
BZEg) —2EFsN
[FBMBEHREERF2
5 (BRI B ) B
BERE P RET
BuTANR S -EF
PAT Y B RY AT 38 Bl AR (B R
RETETESTANR
REBE-VEAREHER
BERERMBHRELE
RIS 25k MO SE B 19 - 1tk 2
BYAKE NGRS BT
BREEATE-

FE(BERPBERER
BZEg) —R2EBRIN
[EMFABHARNTE
TEIRE BBENE
R BB #H— k&
HREH B/ AT
ETARTEAHNDH
WARRSIESTET Ao
BRIER MM IR LR &
B BEHRAHAHERN
ENREREFELE
REFTMBBRETE
B BAAERERZRD
HRETER ARAN
SECZRER (BK
MBEHRE2ERES)
—2REFIREFANR
AMANITTETAR
BREDFAETHE &K
IR ESENFEDY

ARGIETABREAY
2 R
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(a) Standards, amendments and
interpretations to standards effective in
2007 (Continued)

. HK(IFRIC)-Int 10, “Interim financial reporting
and impairment”, prohibits the impairment
losses recognised in an interim period on
goodwill and investments in equity
instruments and in financial assets carried
at cost to be reversed at a subsequent
balance sheet date. This interpretation does
not have any significant impact on the

Group's consolidated financial statements.

(b) Interpretations to standards effective in
2007 but not relevant
The following interpretations to published
standards are mandatory for accounting periods
beginning on or after 1 January 2007 but they

are not relevant to the Group’s operations:

HK(IFRIC)-Int 7, “Applying the restatement
approach under HKAS 29, Financial reporting in

hyper-inflationary economies”.

China Oriental Group Company Limited | Annual Report 2007

(a)

(b)
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

(c) Standards, amendments and
interpretations to existing standards
that are not yet effective and have not
been early adopted by the Group
The following standards, amendments and
interpretations to existing standards have been
published and are mandatory for the Group’s
accounting periods beginning on or after 1
January 2008 or later periods, but the Group has

not early adopted them:

3 HKAS 23 (Amendment), “Borrowing costs”
(effective from 1 January 2009). The
amendment requires an entity to capitalise
borrowing costs directly attributable to the
acquisition, construction or production of a
qualifying asset (one that takes a substantial
period of time to get ready for use or sale)
as part of the cost of that asset. The option
of immediately expensing those borrowing
costs will be removed. The Group will apply
HKAS 23 (Amendment) from 1 January
2009. Management is currently assessing the
impact of HKAS 23 (Amendment), but does
not anticipate any material impact on the
Group’s accounts as the Group has already
followed the principles of capitalise
borrowing costs for qualify assets in

accordance with existing HKAS 23.

B

2-F

(c)

For the year ended 31 December 2007

ZE+tFE+ZRA=+-BLEE
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RERMNEA BT R
BEEANRE
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REEAm@RE MAKER
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(c) Standards, amendments and () MAREHRMAEBREE
interpretations to existing standards RERMANER BT R
that are not yet effective and have not REXANZE (&)
been early adopted by the Group
(Continued)

e HKFRS 8, “Operating segments” (effective e FBHEUMBWMEEAES
from 1 January 2009). HKFRS 8 replaces FIEESE] (RZF
HKAS 14 and aligns segment reporting with ZThFE-—HR—-—BR4%

the requirements of the US standard SFAS
131, "Disclosures about segments of an
enterprise and related information”. The
new standard requires a “management
approach”, under which segment
information is presented on the same basis
as that used for internal reporting purposes.
The Group will apply HKFRS 8 from 1
January 2009. The expected impacts is still

being assessed in detail by management.

M) - BEYM K WS LR
FEHFMABEE G E
A1 81455 - I #§ 9 2B W
HEEE KR LR
(US standard SFAS)Z
13155 [ B B 1 3k o &R A
HEERNERE] 248
TE &t — B3R o T AE B AR
EHENIERGE] A
5 EE KA R A B

SEANHEREER
B-AEEENR_ZTF
NE-—RA—BARKEFE
5 75 i 5 2 I 55 855k - TR
HYEnneREsa
BREL
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(B=EEHN -

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(c) Standards, amendments and

interpretations to existing standards

that are not yet effective and have not

been early adopted by the Group
(Continued)

HK(IFRIC) — Int 11, “HKFRS 2 — Group and
treasury share transactions” (effective for
annual period beginning on or after 1 March
2007). HK(IFRIC) — Int 11 provides guidance
on whether share-based transactions
involving treasury shares or involving Group
entities (for example options over a parent’s
shares) should be accounted for as equity-
settled or cash-settled share-based payment
transactions in the stand-alone accounts of
the parent and group companies. The Group
will apply HK(IFRIC) — Int 11 from 1 January
2008. Management believes that this
interpretation should not have a significant
impact on the consolidated financial
statements as the Group has already
assessed whether options over a parent’s
shares have been properly recorded in the
stand-alone accounts of the parent and
group companies using the principles that
are consistent with HK(IFRIC) — Int 11.

B

2-F

(c)

For the year ended 31 December 2007
T+tFE+A=+—HLFE
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EE (BRI B®RES
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(d) Interpretations to existing standards
that are not yet effective and not
relevant for the Group’s operations
The following interpretations to existing standards
have been published and are mandatory for the
Group's accounting periods beginning on or after
1 January 2008 or later periods but are not
relevant for the Group’s operations:

o HK(IFRIC) — Int 12, “Service concession
arrangements” (effective from 1 January
2008). HK(IFRIC) - Int 12 applies to
contractual arrangements whereby a private
sector operator participates in the
development, financing, operation and
maintenance of infrastructure for public
sector services. HK(IFRIC) — Int 12 is not
relevant to the Group’s operations because
none of the Group’s companies provide for
public sector services.

o HK(IFRIC) - Int 13, “Customer loyalty
programmes” (effective from 1 July 2008).
HK(IFRIC) — Int 13 clarifies that where goods
or services are sold together with a customer
loyalty incentive (for example, loyalty points
or free products), the arrangement is a
multiple-element arrangement and the
consideration receivable from the customer
is allocated between the components of the
arrangement using fair values. HK(IFRIC) —
Int 13 is not relevant to the Group’s
operations because none of the Group’s
companies operate any loyalty programmes.
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007
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(d) MRERBRFEFEE
ERENHRBEANEE

relevant for the Group’s operations (%)

(d) Interpretations to existing standards
that are not yet effective and not

(Continued)

HK(IFRIC) — Int 14, “"HKAS 19 — The limit on
a defined benefit asset, minimum funding
requirements and their interaction”
(effective from 1 January 2008). HK(IFRIC) —
Int 14 provides guidance on assessing the
limit in HKAS 19 on the amount of the
surplus that can be recognised as an asset.
It also explains how the pension asset or
liability may be affected by a statutory or
contractual minimum funding requirement.

HK(IFRIC) — Int 14 is not relevant to the
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

The consolidated financial statements include the
financial statements of the Company and all its

subsidiaries made up to 31 December.

(a) Subsidiaries
Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights that
are currently exercisable or convertible are
considered when assessing whether the Group

controls another entity.

Except for those companies composing the Group
upon the Reorganisation, which have been
accounted for on the merger basis, the results of
subsidiaries acquired or disposed of during the
year are included in the consolidated income
statement from the effective date of acquisition
or up to the effective date of disposal, as

appropriate.

China Oriental Group Company Limited | Annual Report 2007

REMBHRRDBREARBREM
EMBRARBET _A=+t—H1L
B B 75 K

(a) KB F

MEAREMBEASEE %
TH B EERRNER
(BREFKRENER) BEH
THBFEIRERARE- Y
BAKBESEH S —EE
BeEZEAAAITRKAE
BHNEERERELTFER

Sz 48
Exe.

REEAMEAXETEENR
A (RAALEHEAR) SN H
FABAN L S E R A
MERARKBLEREERHK
AELELERB L GRER
B)INABEERRA-



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

(a) Subsidiaries (Continued) (a) MBALAR (&)

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group except for those subsidiaries composing
the Group upon the Reorganisation. The cost of
an acquisition is measured as the fair value of
the assets given, equity instruments issued and
liabilities incurred or assumed at the date of
exchange, plus costs directly attributable to the
acquisition. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in a
business combination are measured initially at
their fair values at the acquisition date,
irrespective of the extent of any minority interest.
The excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable net
assets acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the
difference is recognised directly in the income

statement.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses (Note 2.9). The results of
subsidiaries are accounted by the Company on

the basis of dividends received and receivable.
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) HLBRREFZETHR

(b) Transactions with minority interest

The Group applies a policy of treating transactions
with minority interest as transactions with parties
external to the Group. Disposals to minority
interest result in gains and losses for the Group
that are recorded in the consolidated income
statement. Purchases from minority interest result
in goodwill, being the difference between any
consideration paid and the relevant share acquired
of the carrying value of net assets of the

subsidiary.

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in
associates are accounted for using the equity
method of accounting and are initially recognised
at cost. The Group’'s investment in associates
includes goodwill (net of any accumulated

impairment loss) identified on acquisition.

The Group’s share of its associates’ post-
acquisition profits or losses is recognised in the
income statement, and its share of post-
acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group's
share of losses in an associate equals or exceeds
its interest in the associate, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the

associate.
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(c)

(All amounts in RMB thousands unless otherwise stated)

BHOUNARETTREMN)

(B=ZEEBHN  FER

Associates (Continued)

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary
to ensure consistency with the policies adopted

by the Group.

A business segment is a group of assets and operations

engaged in providing products or services that are

subject to risks and returns that are different from

those of other business segments. A geographical

segment is engaged in providing products or services

within a particular economic environment that are

subject to risks and returns that are different from

those of segments operating in other economic

environments.

(a)

Functional and presentation currency

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in Renminbi, which is the functional
and presentation currency of the Company and

its subsidiaries.
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For the year ended 31 December 2007

(All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) Transactions and balances

(c)

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognised in the income
statement, except when deferred in equity as
qualifying cash flow hedges or qualifying net

investment hedges.

Net investment in foreign operation

The Company and some subsidiaries have certain
monetary items that are receivable from or
payable to a foreign operation within the Group.
An item for which settlement is neither planned
nor likely to occur in the foreseeable future is, in
substance, a part of the entity’s net investment
in that foreign operation. Such monetary items
include long-term receivables or loans, which do

not include trade receivables and trade payables.
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(c)

(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Net investment in foreign operation
(Continued)

Exchange differences arising on a monetary item
that forms a part of the Group’s net investment
in a foreign operation is recognised in profit or
loss in the separate financial statements of the
reporting entity or the individual financial
statements of the foreign operation, as
appropriate. In the financial statements that
include the foreign operation and the reporting
entity (consolidated financial statements when the
foreign operation is a subsidiary), such exchange
differences, if appropriate, is recognised initially
in a separate component of equity and recognised

in profit or loss on disposal of the net investment.

Property plant and equipment, comprising buildings,

machinery,

furniture and fixtures, leasehold

improvements and vehicles are stated at 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.
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For the year ended 31 December 2007

HE_TTLF+-_A=+—BLFE

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 in the income statement during the financial

period in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
their costs or revalued amounts to their residual values

over their estimated useful lives (Note 4.1), as follows:

Buildings

Machinery

Furniture and fixtures
Vehicles

Leasehold improvements

The assets’ residual values and useful lives are reviewed,

and adjusted if appropriate, at each balance sheet date.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

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 gains/(losses) — net, in the

income statement.

Construction-in-progress (“CIP") represents buildings,
plant and machinery under construction or pending
installation and is stated at cost less accumulated
impairment losses, if any. 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.

For the year ended 31 December 2007
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For the year ended 31 December 2007

HE_TTLF+-_A=+—BLFE

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

(All amounts in RMB thousands unless otherwise stated)

periods using the straight-line method.

Property that is held for long-term rental yields or for
capital appreciation or both, and that is not occupied

by the companies in the consolidated 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 and disclosed based on active
market prices, adjusted, if necessary, for any difference
in the nature, location or condition of the specific asset.
If this information is not available, the Group uses

alternative valuation methods such as recent prices on
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These valuations are reviewed annually by the directors.

Changes in fair values are not recognised in the income

statement.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

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 income statement during the financial

period in which they are incurred.

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. Property that
is being constructed or developed for future use as
investment property is classified as property, plant and
equipment and stated at cost until construction or
development is complete, at which time it is reclassified

and subsequently accounted for as investment property.

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.

For the year ended 31 December 2007
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For the year ended 31 December 2007

Intangible assets mainly comprised iron ore mining
licenses purchased, which are carried at cost less
accumulated amortisation. Amortisation is calculated
using the straight-line method to allocate the cost of

licences over their estimated useful lives (5 years).

Intangible assets should be derecognised on disposal
or when no future economic benefits are expected

from its use or disposal.

The gain or loss arising from the derecognition of an
intangible asset should be determined as the difference
between the net disposal proceeds, if any, and the
carrying amount of the asset. It should be recognised

in profit or loss when the asset is derecognised.

Assets that have an indefinite useful life or have not
yet available for use 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 an impairment are reviewed for
possible reversal of the impairment at each reporting

date.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

The Group classifies its financial assets in the following

categories: financial assets at fair value through profit

or loss, loans and receivables, held-to-maturity financial

assets and available-for-sale financial assets. The

classification depends on the purpose for which the

financial assets were acquired. Management determine

the classification of its financial assets at initial

recognition.

(a)

(b)

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 classified as
held for trading unless they are designated as
hedges. Assets in this category are classified as

current assets.

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 balance sheet
date. These are classified as non-current assets.
Loans and receivables are classified as “trade and
other receivables” and “cash and cash
equivalents” in the balance sheet (Note 2.13 and
2.14).

For the year ended 31 December 2007
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For the year ended 31 December 2007

HE_TTLF+-_A=+—BLFE

(c) Held-to-maturity financial assets
Held-to-maturity financial assets are non-
derivative financial
determinable payments and fixed maturities that
the Group’s management has the positive
intention and ability to hold to maturity. If the
Group were to sell other than an insignificant
amount of held-to-maturity financial assets, the
whole category would be tainted and reclassified
as available-for-sale. Held to maturity financial
assets are included in non-current assets, except
for those with maturities less than 12 months

from the balance sheet date; these are classified

as current assets.

(d) 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 management intends to dispose of the

investment within 12 months of the balance sheet

date.

For the years ended 31 December 2007 and 2006, the
Group has no financial assets categorised as held-to-

maturity or available-for-sale financial assets.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Regular purchases and sales of financial assets are
recognised on the trade-date — the date on which the
Group commits to purchase or sell the asset.
Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at
fair value through profit or loss. Financial assets carried
at fair value through profit or loss are initially
recognised at fair value, and transaction costs are
expensed in the income statement. Financial assets are
derecognised when the rights to receive cash flows
from the investments have expired or have been
transferred and the Group has transferred substantially
all risks and rewards of ownership. Available-for-sale
financial assets and financial assets at fair value through
profit or loss are subsequently carried at fair value.
Loans and receivables are carried at amortised cost

using the effective interest method.

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 income statement
within other (losses)/gains — net, in the period in which
they arise. Dividend income from financial assets at
fair value through profit or loss is recognised in the
income statement as part of other income when the

Group's right to receive payment is established.

For the year ended 31 December 2007

 E_ZEEL+E+ A=+ B ILEE

MBEEZ-REERXZA (A
AEEARBERHEEEER)
R -HRYFEAFEEBRR
RN B EERBERERTE
MERZRAER - RAFEEBIR
SRV B EEVIR IR R P ERE
R MR 5 RN B B e &R 0k - B
BEEDICRER R ENENE
mREER MAKREEE LEEM
BREH — YRR & B R AR
RIEER-AHREENUNBEER
BRAFEBBER ;.E@EE’]BM‘“,%F
HBRBAFEAKR - ERKERE
REFEEI MR EAERAM X
%thT%HﬁEXKJ\,Eéo

[RRAFEEBERCERNTB
BE|BRORFEESIMELN
BE JIAEEREHOBRRHA
(BB ham-FRIN-EXE
B W B AR B O A M B E B R B IR
N EFBESECENMBEEEDN
B B WATHE B E MU A B — &R
ERmRPER-

PERGEEERAERAA | FH 2007



For the year ended 31 December 2007

Changes in the fair value of monetary securities
denominated in a foreign currency and classified as
available-for-sale are analysed between translation
differences resulting from changes in amortised cost
of the security and other changes in the carrying
amount of the security. The translation differences on
monetary securities are recognised in profit or loss;
translation differences on non-monetary securities are
recognised in equity. Changes in the fair value of
monetary and non-monetary securities classified as

available for sale are recognised in equity.

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
income statement as part of other income. Dividends
on available-for-sale equity instruments are recognised
in the income statement as part of other income when

the Group’s right to receive payments is established.

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset is
not active (and for unlisted securities), the Group
established fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments that are
substantially the same, discounted cash flow analysis
and option pricing models, making maximum use of
market inputs and relying as little as possible on entity-

specific inputs.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or a
group of financial assets in impaired. Impairment testing

of trade receivables is described in Note 2.13.

Derivatives are initially recognised at fair value on the
date a derivative contract is entered into and are
subsequently remeasured at their fair value. The method
of recognising the resulting gain or loss depends on
whether the derivative is designed as a hedging
instrument, and if so, the nature of the item being
hedged. The Group designates certain derivatives as

either:

(1) hedges of the fair value of recognised assets or

liabilities or a firm commitment (fair value hedge);

(2) hedges of a particular risk associated with a
recognised asset or liability or a highly probable

forecast transaction (cash flow hedges); or

(3) hedges of net investments in foreign operations

(net investment hedge).

For the year ended 31 December 2007
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For the year ended 31 December 2007
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The Group documents, at the inception of the
transaction, the relationship between hedging
instruments and hedged items, as well as its risk
management objectives and strategy for undertaking
various hedge transactions. The Group also documents
its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are used
in hedging transactions are highly effective in offsetting

changes in fair values or cash flows of hedged items.

The full fair value of a hedging derivative is classified
as a non-current asset or liability when the remaining
maturity of the hedge item is more than 12 months,
and as a current asset or liability, if the remaining
maturity of the hedged item is less than 12 months.
Trading derivatives are classified as a current asset or
liability.

(a) Cash flow hedge
The Group accounts for a hedge of foreign
currency risk of a firm commitment as a cash

flow hedge on the following basis:

The effective portion of changes in the fair value
of derivatives that are designated and qualify as
cash flow hedges are recognised in equity. The
gain or loss relating to the ineffective portion is
recognised immediately in the income statement

within other gains/(losses) — net.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

(a) Cash flow hedge (Continued)

Amounts accumulated in equity are recycled in
the income statement in the periods when the
hedged item affects profit or loss (for example,
when the forecast sale that is hedged takes place).
The gain or loss relating to the effective portion
of forward foreign exchange contracts hedging
export sales is recognised in the income statement
within sales. The gain or loss relating to the
ineffective portion is recognised in the income
statement within other gains/(losses) — net.
However, when the forecast transaction that is
hedged results in the recognition of a non-
financial asset (for example, inventory or fixed
assets), the gains and losses previously deferred
in equity are transferred from equity and included
in the initial measurement of the cost of the asset.
The deferred amounts are ultimately recognised
in cost of goods sold in case of inventory, or in

depreciation in case of fixed assets.

When a hedging instrument expires or is sold, or
when a hedge no longer meets the criteria for
hedge accounting, any cumulative gain or loss
existing in equity at that time remains in equity
and is recognised when the forecast transaction
is ultimately recognised in the income statement.
When a forecast transaction is no longer expected
to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to
the income statement within other gains/(losses)

— net.

B
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) Derivatives that do not qualify for

hedge accounting

Certain derivative instruments do not qualify for
hedge accounting and are accounted for at fair
value through profit or loss. Changes in the fair
value of these derivative instruments that do not
qualify for hedge accounting are recognised
immediately in the income statement within other

gains/(losses) — net.

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work
in progress comprises design costs, 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.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for
impairment. A provision for impairment of trade and
other receivables is established when there is objective
evidence that the Group will not be able to collect all
amounts due according to the original terms of the
receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy
or financial reorganisation, and default or delinquency
in payments are considered indicators that the trade
receivable is impaired. The amount of the provision is
the difference between the asset’s carrying amount
and the present value of estimated future cash flows,
discounted at the original effective interest rate. The
carrying amount of the assets is reduced through the
use of an allowance account, and the amount of the
loss is recognised in the income statement within selling
and marketing costs. When a trade receivable is
uncollectible, it is written off against the allowance
account for trade receivables. Subsequent recoveries
of amounts previously written off are credited against

selling and marketing costs in the income statement.

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three

months or less, and bank overdrafts.

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.

For the year ended 31 December 2007
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For the year ended 31 December 2007

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost

using the effective interest method.

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

method.

Borrowings at nil or low interest rates from government
are treated as government assistance and recognised

initially at the cost of consideration received.

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.

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’s 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 and establishes provisions where
appropriate on the basis of amounts expected to be

paid to the tax authorities.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Deferred income tax is provided in full, 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 substantially 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.

Deferred income tax assets are recognised 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,
associates, except 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.

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 income

statement in the period in which they are incurred.

For the year ended 31 December 2007
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(a) Pension obligations (a) BhEMERT

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 scheme at 5%
of the employees’ earnings as defined under the
Mandatory Provident Fund legislation, subject to
a cap of Hong Kong dollar 1,000 per person per

month and any excess contributions are voluntary.

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 28. 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 income statement as incurred.
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007
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(b) Share-based compensation (b) UBRGBZAHES
The Group operates a number of equity-settled, NEBBZBELIEURESLE
share-based compensation plan. The fair value of VA BR 49 3% 151 & 2 Bl =1 31 - Bt 1B
the employee services received in exchange for B 1R M AR 5 i 4% T O B AR A
the grant of the options is recognised as an AT EERAX L - HRE
expense. The total amount to be expensed over THEASEXENESE
the vesting period is determined by reference to 2EmZERENDTE
the fair value of the options granted, excluding EE (TeEEmEmGHTEE
the impact of any non-market vesting conditions B TIREMEANTE W
(for example, profitability and sales growth B O RIHEEREE KA
targets). Non-market vesting conditions are ) EREEMABE TR
included in assumptions about the number of MRS B - JETH 5 LB A
options that are expected to vest. At each balance TIERGTMA—PFZEE- RN E
sheet date, the entity revises its estimates of the EAEER BERAEYEHRG
number of options that are expected to vest. It BT ERESE FTELDS
recognises the impact of the revision of original fhat WEERRERFAERR
estimates, if any, in the income statement, with RAGEF (WB) HEMEED
a corresponding adjustment to equity. 78 - W H IR AR {E A8 E
o

The proceeds received net of any directly B TS RIE (HIRRER B 5
attributable transaction costs are credited to share BRI X HRA) AT B R
capital (nominal value) and share premium when BEeRARN (BE) R
the options are exercised. DmEBA-

Where options are granted to employees of ERERERETAREBEHOM
subsidiaries within the Group, in the consolidated BAREES Eira MMk
financial statements, such share-based FOERERRN LR
arrangement is accounted for as equity-settled. BAEREE N T EIKBE
The fair value are accounted for as contributions R ERIRERAR —F 5
and recognised as part of the cost of investment RN AR F] B &
in the Company’s standalone financial statements. =
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For the year ended 31 December 2007
HE—

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. Restructuring
provisions comprise lease termination penalties and
employee termination payments. Provisions are not

recognised for future operating losses.

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 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.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

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 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 income statement over the life of a
depreciable asset by way of a reduced depreciation

charge.

(a) Sales of goods produced
Revenue comprises the fair value of the
consideration received or receivable for the sale
of goods and services 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.

For the year ended 31 December 2007
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(a) Sales of goods produced (Continued) (a) HEmMNHERE (&)

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 as described below. 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 on a time-proportion
basis using the effective interest method. When
a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being
the estimated future cash flow discounted at
original effective interest rate of the instrument,
and continues unwinding the discount as interest
income. Interest income on impaired loans is
recognised using the original effective interest

rate.

Dividend income
Dividend income is recognised when the right to

receive payment is established.

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

term.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

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 income statement on a

straight-line basis over the period of the lease.

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.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or
more uncertain events not wholly within the control of
the Group. Contingent assets are not recognised but
are disclosed in the notes to the consolidated accounts
when an inflow of economic benefits is probable. When

inflow is virtually certain, an asset is recognised.

Dividends distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are

approved by the Company’s shareholders.

For the year ended 31 December 2007
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

Financial guarantee contracts are recognised in respect
of the financial guarantee contracts issued by the Group
to the contract holder for a loss it incurs because a
specified debtor fails to make payment when due in

accordance with the original or modified terms of a

debt instrument.

Financial guarantee contracts are recognised initially
at fair value plus transaction costs that are directly
attributable to the issue of the financial guarantee
contract. The fair value of financial guarantee is
determined as the present value of the difference in
net cash flows between the contractual payments under
the debt instruments and the payments that would be
required without the guarantee or the estimated
amount that would be payable to a third party for
assuming the obligation. Where guarantees in relation
to loans or other payables of subsidiaries or associates
are provided for no compensation, the fair values are
accounted for as contributions and recognised as part
of the cost of investment. After initial recognition, such
contracts are measured at the higher of the present
value of the best estimate of the expenditure required

to settle the present obligation and the amount initially

recognised less cumulative amortisation.

(a) Basic earnings per share

Basic earnings per share is calculated by dividing
the profit attributable to equity holders of the
Company, excluding any costs of servicing equity
other than ordinary shares, by weighted average
number of ordinary shares outstanding during the

financial year, adjusted for bonus elements in

ordinary shares issued during the year.
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

(b) Diluted earnings per share (b) &= R#EEF
Diluted earnings per share adjusts the figures used BREEEMNAET ARG
in determination of basic earnings per share to BEERERENNET
take into account the after income tax effect of B R A BRT 5 T 8 B 12 R
interest and other financing costs associated with N CH b B2 B 8 SE 1% B iR
dilutive potential ordinary shares and the IREBA R E KA LA RERFK
weighted average number of shares assumed to RAESHEEE T RRER
have been issued for no consideration in relation REBITHR G Y TS
to dilutive potential ordinary shares. o
The Group's activities expose it to a variety of financial REEEE AT ZEY R R
risks: market risk (including fair value interest rate risk, mERR (2FEAFERERE R
cash flow interest rate risk and foreign exchange risk), ﬁumﬂTHﬁ KRANER ) 585
credit risk and liquidity risk. The Group’s overall risk ERBEeRk NEENER
management program focuses on the unpredictability EU&“&rﬁﬁﬁaﬁ&ﬁé‘ﬂﬁﬁ%?ﬁ%ﬁ’ﬂiﬁ
of financial market and seeks to minimise potential TERIM WERESRMEHREE
adverse effects on the Group’s financial performance. MIBERENBETNF &
(a) Market risk (a) WHEEK
(i)  Cash flow and fair value interest rate risk () HE2RERAFEFE
A
The Group’s income and operating cash AR AEEY ETRE
flows are substantially independent of ANGREE WMAE
changes in market interest rates as the B A RKER R
Group has no significant interest-bearing EEAXRETZWH X
assets. The Group’s exposure to changes in HEFEE- $’$ = 79
interest rates is mainly attributable to its FEEPHREBREZRER
non-current borrowings. All non-current Eﬁ#ﬁ@ﬂﬁm =]
borrowings bear variable rates and expose ERMBERARZEE
the Group to cash flow interest-rate risk. FOAEBAERIRS
The maximum exposures to the interest rate DRSPS AN
risk have been disclosed in Note 23. [ B 7 BT 5E 237 4 BE o
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

The Group has not used any derivatives to
hedge its exposure to interest rate risk for
the year ended 31 December 2007.

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 2007.

The major foreign exchange risk exposure
arises from its exporting activities and the
related trade receivables, which are mostly
denominated in United States Dollars (the
“US$"”). The Group also has certain bank
deposits and financial assets that are
denominated in foreign currencies, mainly
US$, Euros and Hong Kong Dollars (the
“HK$"), which are exposed to foreign
currency translation risk. The maximum
exposures to the foreign exchange risks are

disclosed in Note 15 and 18 respectively.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

(a) Market risk (Continued)
(iii)  Summarized sensitivity analysis
The following table summarized the
sensitivity of the Group of financial assets
and financial liabilities to interest rate risk

and foreign exchange risk.

The sensitivity analysis for interest rate risk
and foreign exchange is based on the

assumption that:

(a) Interest rate had been 15% lower/
higher from the year end rates with
all other variables held constant (for
example, 8.05% or 5.95% instead of
7%);

(b) RMB had weakened/strengthened by
10% against US$ with all other

variables held constant.

For the year ended 31 December 2007
T+tFE+A=+—HLFE
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For the year ended 31 December 2007
RE-FTLET-A=+—RILEE

(k= AR -

(a) Market risk (Continued)

(iii)  Summarized sensitivity analysis (Continued)

(All amounts in RMB thousands unless otherwise stated)

FESLBEHUUAARETTREN)

(a)

The following table summarizes the

sensitivity of the Group’s financial assets and

financial liabilities to interest rate risk and

foreign exchange risk.

31 December 2007

Financial assets

Cash and cash
equivalents

Restricted bank balance

Trade receivables

Deposits and other
receivables (Note 17)

Amounts due from

related parties

Financial liabilities
Trade payables
Other payables (1)
Borrowings
Amounts due to

related parties

Total increase/

(decrease)
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Carrying
amount
BHE
3 3
tZA=t-H
BEEE
RekBe
EEM 689,591
XBHBTEHR 171,690
B E 5 83X 488,825
BeREMER
B (B E17) 47,013
FE Mk R 7 30OR
11,055
LREE
B E S8R (715,535)
EfEAFUEN)  (474,743)
fa R (1,225,000)
JE 1T BR % 77 300E
(64,304)
Bitsgm/
(D)

Interest rate risk

mEER (&)
(iii)

BRE DT (&)

TERBARNEETHE
EFTRABEENEXR
i K SN R B 75 T EY B

Foreign exchange risk

FEmER SHERER

-15% +15% -10% +10%
Profit Equity Profit Equity Profit Equity Profit Equity
"R BE 0 8% #8  B® EE BN #&
(667)  (667) 667 667 8,548 8,548 (8,548) (8,548)
(171)  (171) 1m 171 4,731 4731 (4,731) (4,731)
- - - - 7,694 7,694 (7,694) (7,694)
- - - - (629)  (629) 629 629
7,005 7,005 (7,005) (7,005) - - - -
6,167 6,167 (6,167) (6,167) 20,344 20,344 (20,344) (20,344)



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

(a) Market risk (Continued) (a) mHEEAER (&)
(i)  Summarized sensitivity analysis (Continued) (iii)  BHREE D T (48)
Interest rate risk Foreign exchange risk
Fl @R EINEN
-15% +15% -10% +10%
Carrying

amount  Profit  Equity  Profit  Equity  Profit  Equity  Profit  Equity
REE N #Em 8N #s: OEN  Bs 8 B&

31 December 2006 —ETRE
+=-A=+-H

Financial assets BREE
Cash and cash RekRe

equivalents EEY 434905  (423)  (423) 423 423 7,782 7,782 (7,782) (7,782)
Restricted bank balance ~ SRR #ISR1T &% 95,262 (100) (100) 100 100 4,796 4,796 (4,796) (4,796)
Trade receivables EWE FEX 998,828 = = = - 2,379 2,379 (2,379) (2,379
Deposits and other Re REMENR

receivables (Note 17) A (K17) 40,690 - - - - - - - -

Financial liabilities cRER

Trade payables ERESEXR (516,368) = = = = (298)  (298) 298 298
Other payables (1) H@FIEND  (385,936) = = = = = = = =
Borrowings fE % (934,0000 4,070 4,070 (4,070) (4,070) = = = -
Amounts due to FE AR 7 B
related parties (112,203) - - - - - - - -
Total increase/ EE:3-11V4
(decrease) (HD) 3,547 3,547 (3,547) (3,547) 14,659 14,659 (14,659) (14,659)
(1) Other payables include payables for () EmENZESE
purchase of property, plant and equipment, EEYE HBEL
customer deposits and employee deposits A .
P ployee cep BB BRPREA

as stated in Note 22. . o AR
BETIks (Rl

22) 75 T H) FE T 5k
I8
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) Credit risk (b) EERR

The Group has no significant concentrations of
credit risk. The carrying amounts of cash and cash
equivalents, trade receivables, and other
receivables represent the Group’s maximum
exposure to credit risk in relation to financial
assets. 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.

Liquidity risk
The liquidity risk of the Group is controlled by
maintaining sufficient cash and cash equivalents,

together with adequate banking facilities.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

(c) Liquidity risk (Continued)
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.

Less than
1 year
1R
At 31 December 2007 —EELF
t=-A=+—8”
Borrowings RN 460,000
Interests payments SRNREEE NN ()
on borrowings (i) 61,559
Trade payables JERE 5 R 715,535
Other payables H i FE - 508 474,743
Amounts due to JR& 1<t B8 Bk 75 7R IE
related parties 8,571
At 31 December 2006 =—ZBEXF
t=-ZA=+—8
Borrowings R 573,230
Interests payments AT 1B FRF B ()
on borrowings (i) 34,222
Trade payables BB 5 R 516,368
Other payables H b JIE - 5K I8 385,936
Amounts due to JEE 1<t 8 Bk 75 FRIE
related parties 56,674

Hz_—_%

(c)

For the year ended 31 December 2007

ZE+tFE+ZRA=+-BLEE

RBESRAK (&)
TREAKBEREEND
F-ZEEHEQNETHAN
RAEHR - Se@RaED M
FEHIRAR KT RENE
BENENRTRASRE
HR121E B BBV EREE
FTREETN ZEHREIFRN
HERm R

Between Between
1 and 2 and Over

2 years 5 years 5 years
1225 2E5F 5B E

275,770 444,230 45,000
41,716 17,331 756
= 55,733 -
20,000 275,770 65,000
16,264 13,862 1,890
= 55,529 =
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(c) Liquidity risk (Continued)

(i)  The interest on borrowings is calculated
based on borrowings held as at 31
December 2006 and 2007 without taking
into account of future issues. Floating-rate
interest is estimated using current interest
rate as at 31 December 2006 and 2007

respectively.

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.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Consistent with others in the industry, the Group
monitors capital on the basis of the debt-to-equity ratio.
This ratio is calculated as total borrowings divided by
equity attributable to the Company’s equity holders.
Total borrowings include current and non-current
borrowings as shown in the consolidated balance sheet.
The Group regards its borrowings and equity
attributable to the Company’s equity holders as its

capital.

Total borrowings &SRB
Equity attributable to
the Company’s equity holders

Debt-to-equity ratio

The fair value of financial instruments traded in active
markets is based on quoted market prices at the

balance sheet date.

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. The Group uses a variety of
methods and makes assumptions that are based on

market conditions existing at each balance sheet date.

The nominal value less impairment provision of trade
and other receivables and payables approximates their

fair values.

The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate available to the Group for similar financial

instruments.

ARRESEF A ARIGERS

For the year ended 31 December 2007

E-TTLE+-ASH-HIERE

HEERNEMAR —H NEETE
RIFEEREER L REBTEANR
MoBRBERBALRBRERE
ARGz Bl RER AR X
ERREERGAEERABRAT
M BVER e SEENHAME - N B &
ERRA AR EETE AEEER

BAREBME R
2007 2006
—gTLE —TTAF
1,225,000 934,000
6,548,690 5,479,127
18.71% 17.05%

EXREEMSEENER T AN
ARFERBEEE BT S RET
E\EO

ERERXNEARMBZEENSRT
ENRFEMBEETZEE - K
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BAERNHRIFELERR
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B
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(1% B T AT BB T FIHE
R H-
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For the year ended 31 December 2007

HE_TTLF+-_A=+—BLFE

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

(All amounts in RMB thousands unless otherwise stated)

reasonable under the circumstances.

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.

(a) 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

(k= AR -

experience of

FESLBEHUUAARETTREN)

To

(a)

HRER

manufacturing and selling products of similar

nature.
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(b)

(All amounts in RMB thousands unless otherwise stated)

Impairment of property, plant and
equipment

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 has
been determined based on higher of value-in-use

and fair value less costs to sell.

The Group determined that there was an
impairment indication relating to a production
line of a subsidiary which manufactures galvanised
and cold rolled sheets. This production line was

identified as a cash-generating unit.

The Group measured the value in use and fair
value less costs to sell by discounting the future
estimated cash flow deriving from the production
line. These calculations required the Group to
estimate the expected future cash flows from the
cash-generating unit and also to apply a suitable
discount rate in order to calculate the present

value of those cash flows.

For the year ended 31 December 2007
(BREZEERAN  FESBEHUARETTAEN) BHEZT

ZE+tFE+ZRA=+-BLEE

(b) M -BERRERE
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) Impairment of property, plant and (b) ME-BERRZRERE

equipment (Continued)

As at 31 December 2007, the value in use and
fair value less costs to sell approximated
RMB243.6 million and RMB240.4 million
respectively. The Group considered that the
recoverable amount was the higher of value in
use and fair value less costs to sell. The
recoverable amount of the production line was
lower than its carrying amount by RMB24.9

million approximately (Note 7).

If the estimated gross margin in all forecast years
had been 10% lower or higher than the
management’s estimates at 31 December 2007
(for example, 18% or 22% instead of 20%), the
Group would have recognised the impairment as

follows:

Impairment of property,

plant and equipment
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822% ' M~ 220%) @ B A%
ESERRERT:

2007
—EELHF
10% Lower 10% Higher
K10% =210%

62,570 =



(b)

(c)

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

Impairment of property, plant and
equipment (Continued)

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, the Group

would have recognised the impairment as follows:

Impairment of property,

plant and equipment

Useful life of the property, plant and
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).

ME- -BERRERE

Hz_—_%

For the year ended 31 December 2007

ELE+-_A=t—ALFE

(b) M -BERRERE

(c)

(%)

HWAREMBRASREN G
TR ATAR R RN EREE
B EFHR K SR = 10% (51
A 9%K 11% + 1 T =
10%) Rl A& B i R 0m (B
(N

2007
—EBLF
10% Lower 10% Higher
& 10% =10%

= 43,706

M- BERHRENAE
AEH
AERFHAEERBAIHERE
BEANAR-EENAITE
SEREAFERFHRNERRLS
BERETHAE (MI5E2.5) ¢
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(c) Useful life of the property, plant and (c)
equipment (Continued)
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

(iii)  Technical or commercial obsolescence arising
from changes or improvements in
production, or from a change in the market
demand for the product or service output

of the asset

(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 Policies,

Changes in Accounting Estimates and Errors.
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ME -BERREE
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AERATHEE:

(i) ZHEEBEEWNBEHAZ

(i TEHMEER
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(iv) ERZEEERNER
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

(a) Borrowing costs eligible for (a) REEREEXRLLNEE

capitalisation

The borrowing costs that are directly attributable
to the acquisition, construction or production of
a qualifying asset are those borrowing costs that
would have been avoided if the expenditure on
the qualifying asset had not been made. It may
be difficult to identify a direct relationship
between particular borrowings and a qualifying
asset and to determine the borrowings that could
otherwise have been avoided. Such a difficulty
occurs, for example, when the financing activity
of an entity is co-ordinated centrally. As a result,
the determination of the amount of borrowing
costs that are directly attributable to the
acquisition of a qualifying asset is difficult and

the exercise of judgement is required.

Borrowing costs capitalised into property, plant

and equipment are shown in Note 7.

B AR

W E2RAEEREREE
BEREENEERAE HHL
EREEREEFHRAXA
Al % ) fE B KA - BRI
EREAEREENEEKMA
15 LA B8 7E AJ A8 S B 18 R
AEEgHRRE-PIM BB
ENREIHEHTRESR
e HBERM F L B
TREREREERREN
MEERAEE WAITEH
B o

BARERAME BFEMZE
B B R AN B S 7R SR
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(b) REVMEHEEXFTERYE

(b) 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.

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.
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

The Group is principally engaged in the manufacture

and sales of iron and steel products. Sales recognised
for the years ended 31 December 2007 and 2006 are

as follows:

Sales:
Gross sales, less discounts and
returns
— billets
— strips and strip products
— H-section steel
— galvanised sheets
— cold rolled sheets

— others

Less: Taxes

sHE R
HERBERITHLES

T

\

— $

— 75 8 B AR E
— HE §fi

— IR

— RELIR

—Hft

B B IR

B

2-F

896,776
7,441,792
4,330,279

682,118

158,044

22,844

13,531,853
(33,298)

13,498,555

For the year ended 31 December 2007
T+tFE+A=+—HLFE

2006

| |
A
A
>k
_H:[

2,752,589
5,723,391
728,933
381,209
160,332
35,662

9,782,116

9,782,116
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For the year ended 31 December 2007

Amortisation of prepaid operating
lease payment (Note 27, 34) (MI3E27 ~ 34)

E+E+_R=+T—-HLEFE

No business segment information is presented as over
90% of the Group’s sales and operating profits are
derived from the sales of iron and steel products, which
is considered as one business segment with similar risks

and returns.

No geographical segment information is presented as
over 90% of the Group’s sales and operating profits
are derived within the PRC and over 90% operating
assets of the Group are located in the PRC, which is
considered as one geographic location with similar risks

and returns.

The Group's interests in leasehold land and land use rights
represent the prepaid operating lease payments and their

net book value are analysed as follows:

Opening LK)
Ta A 4% & 1 & FRIE

As at 31 December 2007, the net book value of leasehold
land and land use rights pledged as security for the Group's

borrowings amounted to approximately RMB24 million (2006:

RMB65 million) (Note 23).

The Group’s leasehold land and land use rights are located

in the PRC and the remaining lease period is between 45

years to 48 years.
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(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

P AN 5= [ A 55 BB AR s AR
HWIO%REHEMBEER (HRA
BB ELER & B & [ —E x5
DER) AT MEH D BMER

P AN 5= [ A 55 BB AR s AR
B 90% R 1 R B - M AN & B R A8
WHEEEENETE (KRERE
BREUERR N EHNR—EibRER)
B2 R AR

AEEEMRE LR+ E PR ER
BRMEEHEENRR REREFEIN
LI

2007 2006
—RBLE —TITAA
78,092 79,569
(1,651) (1,477)
76,441 78,092

R-ZZEZELF+-_A=+—H BALE
EERmE RO E i &+ E A
MEEMFEORARK2 4008 T (=%
TREARK6,5008 ) (KizE23) -

AEBMHEE L M L REMCRE
B 5% TN T45F 248F -



(B=EEHN -

At 1 January 2006

Cost
Accumulated depreciation

Net book amount

Year ended
31 December 2006

Opening net book amount
Additions

Transfers

Disposals (Note 34)
Depreciation (Note 27, 34)
Impairment (Note 27, 34)

Closing net book amount
At 31 December 2006

Cost
Accumulated depreciation
and impairment

Net book amount

Year ended
31 December 2007

Opening net book amount

Additions

Transfers

Reclassification

Disposals (Note 34)

Depreciation (Note 27, 34)

Reversal of impairment
(Note 27, 34)

Closing net book amount
At 31 December 2007
Cost

Accumulated depreciation

and impairment

Net book amount

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

RBEAE
ibd:

A

RiHAE

R FE

HE-ZEARF
+=A=+—H
LEE

FHREEFE

NE

(=824

BE (FIrE34)

W& (MiE27 ~ 34)

BE (PHFE27 ~ 34)

FRREFEE

R-B2XRE
t=g=+-8

B A

R MERRE

R FE

EZ_STtH
+=ZA=+-H
LEE

FHEEEE

NE

R

ER bR

BE (FIFE34)

& (MiE27 ~ 34)

B (B % )
(Mt5£27, 34)

FREEFE
R-B2LF
t=g=+-8
XA

2 ERE

R FE

For the year ended 31 December 2007
RE-FT+L5+_A=+-ALER

Furniture Leasehold

and improve-
Buildings Machinery  fixtures  Vehicles ments Cip Total

HEWE
BF BERE POIRE "E £ HEIR At
929,675 2,194,045 22,945 43,460 1,337 1,593,621 4,785,083
(115,887) (413,010) (4,643)  (14,860) (612) - (549,012)
813,788 1,781,035 18,302 28,600 725 1,593,621 4,236,071
813,788 1,781,035 18,302 28,600 725 1,593,621 4,236,071
9,543 15,995 2,952 7,308 - 787,387 823,185
411,025 1,733,268 2,413 25 - (2,146,731) -
(2,688) (12,415) (209) (86) - - (15,398)
(49,772) (265,923) (3,157) (7,668) (171) - (326,691)
(9,060)  (32,150) (450) (199) = = (41,859)
1,172,836 3,219,810 19,851 27,980 554 234,277 4,675,308
1,346,713 3,924,966 28,063 50,121 1,337 234,277 5,585,477
(173,877) (705,156) (8,212)  (22,141) (783) - (910,169)
1,172,836 3,219,810 19,851 27,980 554 234,277 4,675,308
1,172,836 3,219,810 19,851 27,980 554 234,277 4,675,308
8,252 19,257 5,064 9,878 - 2,115,897 2,158,348
99,514 155,486 1,997 = - (256,997) =
182,670  (182,670) - - - - -
(2,541) (2,859) (426) (706) - - (6,532)
(76,980) (347,496) (4,878) (9,140) (72) - (438,566)
5,344 11,296 227 113 = = 16,980
1,389,095 2,872,824 21,835 28,125 482 2,093,177 6,405,538
1,630,971 3,907,895 32,584 57,139 1,337 2,093,177 7,723,103
(241,876) (1,035,071)  (10,749)  (29,014) (855) - (1,317,565)
1,389,095 2,872,824 21,835 28,125 482 2,093,177 6,405,538
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

Depreciation expenses have been charged to the consolidated

income statements as follows:

Cost of sales 55 B A
Administrative expenses TIER

(@) As at 31 December 2007, the net book value of
buildings and machinery pledged as security for the
Group’s current and non-current borrowings amounted
to approximately RMB1,396 million (2006: RMB1,088
million) (Note 23).

For the year ended 31 December 2007, no borrowing
costs were capitalised into the cost of property, plant

and equipment.

For the year ended 31 December 2006, borrowing costs
amounting to approximately RMB6 million were
capitalised into the cost of property, plant and
equipment at an average capitalisation rate of 5%

approximately.
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B R

(a)

FEBDERTHRNFTERIT:

2007 2006
—RBLE —TITAA
428,958 318,204
9,608 8,487
438,566 326,691

R_EBEZE+F+_A=+—H'B
RAEE RS RIEREERMER
MEFREBDENETFEOR
ARB1396BIT (ZTERF A
K#10.88187T) (MizE23) °

REE-FTLET-A=+-8
R EREAERRAE R
BM % BERRBORE:

RBE-ZFZEXRF+-A=1t—H
LHFE FERAHAREC00E T
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

As at 31 December 2007 and 2006, the directors of
the Company considered that certain production line
in relation to production of galvanised and cold rolled
sheets belonging to a subsidiary was carried at more

than its recoverable amount (Note 4.1).

The recoverable amount of a CGU is determined based
on value-in-use calculations. These calculations use pre-
tax cash flow projections based on financial budgets
approved by management covering a five-year period.
Cash flows beyond the five-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 and cold rolled sheets

business with which the CGU operates.

The key assumptions used for value-in-use calculations

are as follows:

Gross margin E F| =
Growth rate 1K =R
Discount rate Bh IR K

For the year ended 31 December 2007

HE-TTLFEF_A=+-ALFE

RZZEZLFRZFZRF+ZA
=+—B EERE EEEN—E
MBARAEEFRRLEIRE A
WETHREERDIRBBEATKE
SRR (MiFE4.1) -

ReEL B/ RE S EZER
BEAE - ZSHEERTHAR
EREFER AKEEEEEME
MAFHPKBEE - BRAFHN
BenE8RTHEANERRER I
REXTeBEAAREREELE
i B9 58 FE AR R BLAR E R R EAF
BEER.

HEEREES EBRTUTHE
BHR:

2007 2006
—RBLE -TIAA
6.38% 7.01%
2.00% 2.00%
14.42% 12.42%

PERGEEERAERAA | FH 2007



For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

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

segments.

The impairment charge arose from the fact that the
production line has not been fully utilised during the
market development stage. In line with the achievement
made in market development in year 2007, the
production of galvanised and cold rolled sheet has been
increased with an improved performance compared
with previous years. The Group reassessed the
impairment and a reversal of impairment loss of RMB17
million was made for the year ended 31 December
2007.

Impairment of the Group’s property, plant and
equipment has been (credited)/charged to the

consolidated income statement as follow:

Cost of sales iK1 %N
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AREEREDSHEEBRARKR
DMA-MmMELREER FEE—
TELFHHHEIGR KT
REREREE LT BERBRK
EFRE-AEEEHNETREN
M REE_TTLF+_A=1
—BLEFERARERRARE
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Buildings
BF
At 1 January 2006 R-ZBXRF
—HB—H
Cost BN 12,399
Accumulated depreciation ZEHiTE (258)
Net book amount REFE 12,141
Year ended BE-_ZEEXRE
31 December 2006 +=A=+-H
ILEE
Opening net book amount & #] B Tl /# (& 12,141
Additions NE 365
Disposals BE =
Depreciation E (646)
Closing net book amount F KERME F(E 11,860
At 31 December 2006 R-FEEXE
+=A=+-—H
Cost B AN 12,764
Accumulated depreciation ZFHITE (904)
Net book amount EHEFE 11,860
Year ended BZEZ-ZZtfF
31 December 2007 +t=-BA=+-—H
IEEE
Opening net book amount & ]8R Tl /#(& 11,860
Additions NE =
Depreciation e (708)
Closing net book amount 4 K BRHEFE 11,152
At 31 December 2007 RZ-ZELHF
+t=A=t-AH
Cost BX A 12,764
Accumulated depreciation ZitirE (1,612)
Net book amount R FE 11,152

Furniture
and
fixtures

WARE

677
(156)

521

521

(130)

393

679
(286)

393

393
39
(128)

304

718
(414)

304

B

For the year ended 31 December 2007

E-TTLE+-ASH-HIERE

Vehicles

RE

2,657
(586)

2,071

2,071

46
(1,082)
(341)

694

1,513
(819)

694

694

(273)

421

1,513
(1,092)

421

Leasehold
improve-
ments
HEWX
£

1,337
(612)

725

725

(171)

554

1,337
(783)

554

554

(72)

482

1,337
(855)

482

Total

o

17,070
(1,612)

15,458

15,458
413

(1,082)

(1,288)

13,501

16,293
(2,792)

13,501

13,501
39
(1,181)

12,359

16,332
(3,973)

12,359
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

The investment properties are located in the PRC and their

net book value are analysed as follows:

BEMEMRFE REREFES TN
T

At 1 January 2006
Cost

Accumulated depreciation
Net book amount

Year ended 31 December 2006
Opening net book amount
Additions

Depreciation (Note 27, 34)

Closing net book amount

At 31 December 2006
Cost

Accumulated depreciation
Net book amount

Year ended 31 December 2007
Opening net book amount
Depreciation (Note 27, 34)

Closing net book amount

At 31 December 2007
Cost

Accumulated depreciation

Net book amount

R=BEAF—-—HA—H

N 21,356
E i (445)
SRR E 20,911
BE-_FEAFT-A=1+-ALHFE

FYERMFE 20,911
NE 629
e (Mizx27 - 34) (1,112)
FREMFE 20,428
R-ZBEXFE+=-HA=+-—H

X AR 21,985
25 E (1,557)
BREEE 20,428
BE—EZ2t&5+-BA=+—HLEE

FYERMAFE 20,428
e (Mizx27 - 34) (1,100)
FREMFE 19,328
R-EBEZELtHF+=-HA=+—H

X AR 21,985
E i (2,657)
BREEE 19,328

For the year ended 31 December 2007, the rental income
arising from investment properties approximately amounted
to RMB1.92 million (2006: RMB1.26 million) (Note 26).

China Oriental Group Company Limited | Annual Report 2007

REBE-_TTLF+A=+—HBILF
B RAREMEMEENRSBALRA
R¥192870 (ZZTRF: ARK 1268
7T) (fF7E26) ©



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

As at 31 December 2007, the directors of the Company
assessed the fair value of the investment properties to be

approximately RMB32.1 million based on prices in an active

market (2006: RMB25.8 million).

At 1 January 2006
Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2006
Opening net book amount
Additions

Deduction

Amortisation charge (Note 27, 34)

Closing net book amount

At 31 December 2006
Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2007
Opening net book amount
Deduction

Amortisation charge (Note 27, 34)

Closing net book amount

At 31 December 2007
Cost

Accumulated amortisation

Net book amount

HE-TTLFEF_A=+-ALFE

RZEZtLtF+A=+—H AQA=E
ERBEXRERMSNERGHERE
MENRTFEHNRARE32108 7T (=
TTRF:ARKE2,5808T) -

Iron ore

mining licenses

3 7% B BT o) A%
R-TBEAF—H—H
N 10,229
E i (682)
R FE 9,547
BE-_ZEZ2XR"F+-A=1+—HLEE
FYERMFE 9,547
NE 36,822
RE (24,498)
By (f9sE27 ~ 34) (3,582)
FREMZFE 18,289
R-ZBEXF+=-HA=+—H
7N 22,418
REtinE (4,129)
SREFEE 18,289
BZ-_ZZtH5+=-A=1+—HILEE
FHERMEFE 18,289
RE (14,483)
ey (k27 ~ 34) (3,806)

FREREFE
R-Z2FELHF+-A=+—H
XA

REt#H

FREDF(E
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For the year ended 31 December 2007
RE-FTLET-A=+—RILEE

Unlisted investments, at cost

(All amounts in RMB thousands unless otherwise stated)

(B=AHEHAIN

FESLBEHUUAARETTREN)

FEEMRE REA

The particulars of subsidiaries at 31 December 2007

and 2006 were as follows:

Name

2R

Gold Genesis Development
Limited ("Gold Genesis")

Gold Genesis Development
Limited ([ Gold Genesis |)

Good Lucky Enterprises Limited
("Good Lucky")

Good Lucky Enterprises Limited
(T Good Lucky!)

First Glory Services Limited
("First Glory")

First Glory Services Limited
(TFirst Glory] )

Accordpower Investments
Limited ("Accordpower”)
Accordpower Investments

Limited ( [ Accordpower] )

Fullhero Investments Limited

Fullhero Investments Limited

Place and date of

incorporation

HRAIBER A S

British Virgin Islands
("BVI")

21 February 2003

REARES

((XBERES])
—RF=f

—=<R =

)l =

BVI

21 February 2003
AEBARES
ZZ3=F

—A=t+-H

BVI

16 October 2003
ERBRES
ZTR=F

TATRA

BVI

30 November 2004

RERRES

—ZIMEF
t-A=1H

BVI

3 May 2005
ABERES
—ZT5%F

AA=H
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Legal status

EERRER

Limited liability

company

Limited liability
company
BEREEAR

Limited liability
company
BEREARAA

Limited liability
company

ARERARR

Limited liability
company

AREAAR

Percentage of
equity interest
attributable

to the Group
AEEEGES
BAt

100%
(Directly held)

100%
(EE#A)

100%
(Directly held)
100%
(E%HR)

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

100%
(Directly held)
100%
(E%%F)

100%
(Directly held)
100%
(EEFH)

Issued
and fully
paid capital

BERARMERS

Us$1

US$1

Us$2

Us$2

ET

Us$2

2ET

2007 2006
—BELE C—TTAF
382,121 224,017

Authorised

capital

EERE

US$50,000

50,000% T

US$50,000

50,000% T

US$50,000

50,000% T

Us$50,000

50,000% 7T

US$50,000

50,000% 7

Principal activities

IRER

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

RELR

Investment holding

RARK



(B=EEHN -

Name

8

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

AL ERARRGERAR

(Fe@m#AE])

Foshan Jin Xi Jin Lan Cold
Rolled Sheet Company

Limited (“Jinxi Jinlan")

FURELHRARERAA

(M2meml)

Jinxing Charging Company
Limited
("Jinxing Charging”) (i)
BUZREHBERAT
(DREEH) )

Oriental Fullhero Leasing
Co., Ltd
("Shenzhen Leasing”)
RAXEHEEERATA
(TRYIBE])

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

Place and date of

incorporation

AR R A

PRC
24 December 1999

T
—“hhnE
+-A=tmA

PRC
26 December 2003

Gl

ST

—=R

+-A=1A~H

PRC
2 August 2005

e
—E5hF
NAZH

PRC
23 September 2005

e
—E5HF
NE=t=H

Tangshan Jinxi Mining Company ~ PRC

Limited (“Jinxi Mining") (ii)

ELRARFERAT
(REER) (i)

20 December 2004

e

ZTIRE
+ZA=1H

Percentage of

equity interest

attributable
Legal status to the Group
rEEELER
AEERER ARt
Joint stock 97.6%
company with (Indirectly held)
limited liability
RABREEAR 97.6%
(HERE)
Limited liability 60%
company (Indirectly held)
AREERR 60%
GEET:)
Limited liability 100%
company (Indirectly held)
AREEAR 100%
GET:)
Limited liability 100%
company (Indirectly held)
AREEAR 100%
GEET:)
Limited liability 100%
company (Indirectly held)
AREEAR 100%
GEST:)

For the year ended 31 December 2007

HE-TTLFEF_A=+-ALFE

Issued
and fully
paid capital

BROTRMERA

RMB228,635,573

AR¥
228,635,573

US$29,800,000

29,800,000% 7T

RMB5,000,000

ARE
5,000,0007T

US$65,000,000

65,000,000 7T

RMB2,000,000

ARE
2,000,000

Authorised

capital

EERE

RMB228,635,573

ARE
228,635,573

US$29,800,000

29,800,000% 7T

RMB5,000,000

ARE
5,000,000

US$65,000,000

65,000,000 ¢

RMB2,000,000

ARE
2,000,000

TERAREZKRERAR | FH 2007

Principal activities

EE3 3]

Manufacture and sales of

iron and steel products

EERHEREER

Manufacture and sales of

steel products

TERHEREER

Manufacture and sales of

lime products

EERHERRER

Leasing and financial leasing

RERBARE

Management service
for mining rights

BERRE



For the year ended 31 December 2007

(All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(i)

Jinxi Limited entered into an agreement with Ms. Fu
Ruiyun on 23 December 2006 to acquire 38% equity
interests of Jinxing Charging held by Ms. Fu Ruiyun.
The total consideration was RMB8.9 million. With the
completion of the transaction in January 2007, Jinxing
Charging became a wholly owned subsidiary of Jinxi
Limited. In June 2007, Jinxing Charging was
deregistered and ceased to be the Group’s subsidiary
thereafter. The assets, liabilities and operations were

taken up by Jinxi Limited.

Jinxi Limited entered into an equity acquisition
agreement with Mr. Wang Shujun on 5 September 2006
to acquire 2% equity interests of Jinxi Mining held by
Mr. Wang Shujun. The total consideration was RMB0.04
million in the form of cash. Thereafter, Jinxi Mining

became a wholly owned subsidiary of Jinxi Limited.

Loans to subsidiaries forms a part of the Company’s

net investment in foreign subsidiaries.

The loans to Jinxi Limited amounting to approximately
US$106.7 million (RMB779.4 million equivalent), are

unsecured, interest-free and with a repayment term of

20 years. 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.

Other loans to subsidiaries are unsecured, interest-free

and have no fixed terms of repayment.
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() RAEAREENHELLIR-_ZTZT
ANETZAZFT=B:x— %1%
FOUREMNRELTRIEA R
FIE R ) 38% Em - BRERA
R¥8908IL-—TFTLF—AX
5 T8 K 14 - 2 BLIE B K A2 7
HHNE2EMNBAR —TTLF
NAEEEREEER T
BRAEENHME AR -HEAE
EBEREKHEAMEEE

(i) FEEAMBREHELER-_ZTT
NENARBRISL —DREKE
B ABBEBELEEMRITE
RAREN2%ER-BRAERA
RE4g T - UBRE T A1t
BREFABERSEAMBANDE
RN

5
el
o
pis
3
o
&F
.
$

HOETHM B E XA R1.067EE
T (HEERARKT7.79%4ET) A&
B 28 BRBAR20F - KES
AR ZEEREREINERERN
Ve AN A B8R 7 E AT EIR &
SERER) —E o

HNBARMEME XY RER
B R EREEERS-



Beginning of

Share of profit/(loss) (Note 34)

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

the year F40

End of the year FH

The information of the unlisted associated company is as

follows:
Percentage of
Place and equity interest
date of attributable
Name incorporation to the Group
o AR AL i B R AEBEENL
=x HH HEBE DL
Qianxi County PRC 35%
Zhongxing Iron 21 May 2002 (indirectly held)
Mine Co., Ltd.
(“Zhongxing Iron
Mine")
BIH R & 35%
BRAQA] —TT_F (REFA)
(@) HA-+—H

EEaA, (B8 (HE34)

Assets

BE

74,128

74,128

=—=

2007
=223

7,897
225

8,122

Liabilities Revenues
aE W =
51,287 47,362
51,287 47,362

For the year ended 31 December 2007
T+tFE+A=+—HLFE

2006

8,881
(984)

7,897

FETBEATNHERMT

Net profit
o A

642

642

RERSEREERERAR | F3R 2007



For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

The accounting policies for financial instruments have been THEEERE/M T ANSTHE:

applied to the items below:

Assets
at fair value Financial
through assets
Loans and the profit held to Available-
receivables and loss maturity for-sale Total
RATLE
BEXK ZREE BEZIY A EHE
EWER SRNEE MRE HNEE st
Assets as per GEEESRER
consolidated balance FRNEE
sheet
31 December 2007 —ETtF
+-A=+—H
Trade receivables (Note 15) fEULE FBE X
(Pg5E15) 488,825 - - - 488,825
Deposits and other Re REM KRR
receivables (Note 17) (PF&E17) 47,013 - - - 47,013
Financial assets at fair value HZATEFEBER
through profit or AERNNBEEE
loss (Note 16) (FigzE16) - 146 = = 146
Amounts due from related & Ut BB 5 708
parties (Note 37(c)) (B &E37(c) 11,055 - - - 11,055
Restricted bank balances X [R#I3R 1744
(Note 18) (Pg5E18) 171,690 - - - 171,690
Cash and cash equivalents BH&RIBEEEY
(Note 18) (PigzE18) 689,591 - = = 689,591
Total Bt 1,408,174 146 - - 1,408,320
31 December 2006 ZETRF
+-A=+—8H
Trade receivables (Note 15) JEUE FEX
(Bt #E15) 998,828 - - - 998,828
Deposits and other R N CH e Y iR 3K
receivables (Note 17) (Pg5E17) 40,690 = = = 40,690
Financial assets at fair value RAFEFEBIER
through profit or TERNMBEE
loss (Note 16) (MisE16) = 135 = = 135
Restricted bank balances X [R #3817 4 &
(Note 18) (Pig5E18) 95,262 - - - 95,262
Cash and cash equivalents BR&RBEELEEY
(Note 18) (BFzE18) 434,905 = = = 434,905
Total Bt 1,569,685 135 - - 1,569,820
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(All amounts in RMB thousands unless otherwise stated)

(B=EEHN -

Liabilities as per consolidated

balance sheet
31 December 2007

Trade payables (Note 21)
Other payables (Note 22)
Borrowings (Note 23)
Amounts due to related
parties (Note 37(c))

Total

31 December 2006

Trade payables (Note 21)
Other payables (Note 22)
Borrowings (Note 23)
Amounts due to related
parties (Note 37(c))

Total

MBETBERANARBETTRENMN)

Liabilities at
fair value
through
the profit
and loss
BROFE
ZBEHEREE
R
GREEARER
FriaE
—ETLEF
+t=-A=t+—H
P8 SRR (FiE21) -

H fth & A5 BR 3K (Bt 3E22)
A (P 3E23)
FE {5 B3 Bk 75 SR

(K 3E37(0)

it

\

\

A
>l
<FH

I =
=

[l
o
[1]

+ +—H
B SER (ME21)
i JE 1< BR 3% (BT 5%22)
= (HE3E23)

< BB 75 3R I8

(P #E37(c))

IR

i3
H
fi&
E

.
FE

Derivatives Other

used for financial
hedging liabilities

AR
EHRED

£ A

H
TEMEE

= 715,535
= 474,743
- 1,225,000

= 64,304

- 2,479,582

= 516,368
= 385,936
= 934,000

= 112,203

- 1,948,507

For the year ended 31 December 2007
HE_ZTZE+FT_RAR=+T—HLEFE

Total

715,535
474,743
1,225,000

64,304

2,479,582

516,368
385,936
934,000

112,203

1,948,507

RERSEREERERAR | F3R 2007



For the year ended 31 December 2007
RE-FTLET-A=+—RILEE

Assets as per company
balance sheet
31 December 2007

Deposits and other
receivables (Note 17)
Financial assets at fair value

through profit or
loss (Note 16)
Amounts due from
related parties
Restricted bank balances
(Note 18)
Cash and cash equivalents
(Note 18)

Total

31 December 2006

Deposits and other
receivables (Note 17)
Financial assets at fair value

through profit or
loss (Note 16)
Amounts due from
related parties
Restricted bank balances
(Note 18)
Cash and cash equivalents
(Note 18)

Total

Loans and
receivables
EXR
W BR
AREEEEX
FREE
—ETLF
+-A=+—8H
& R fth B BR 3K
(BH&E17) 1,293
BERTEERER
AENIBEE
(BH&E16) -
JE U R Bk 5 3R IR
10,883
X IR B8R 174 84
(KF#E18) 47,305
BeRHAEEEY
(B &E18) 95,723
B 155,204
e S
+-A=+—H
& R fth B R 3K
(KF&E17) 1,327
BRAFEEBER
AENBEE
(Fi&E16) -
JE U B Bt 5 31 0E
7,809
XIRHISR1T 45 84
(Ff5E18) 47,962
BeRHEEEY
(KF&E18) 73,666
et 130,764
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Assets at
fair value
through
the profit
and loss
RAYE
ZRRH
TERNEE

146

146

135

135

(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

Financial
assets
held to
maturity

Available-
for-sale

T HE
NEE

Total

msr

1,293

146

10,883

47,305

95,723

155,350

1,327

135

7,809

47,962

73,666

130,899



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

Liabilities as per company
balance sheet
31 December 2007

Trade payables

Amounts due to related parties
Total

31 December 2006

Amounts due to related parties

AREEABE
FrRAaE
—EELF
+=—R=+—8
B E 5 R
JE 1< BB Bt 75 SR IE

45t

—EERF
+-—A=+—H
JE - BBt 5 5K IE

Liabilities at
fair value
through

the profit
and loss
BROFE
ZBEHEREE
R

The credit quality of financial assets that are neither past

due nor impaired can be assessed by types of the financial

assets and by reference to historical information about

counterparty default rates. The group categorise its trade

receivables into the following:

. Group 1 - Bank acceptance notes for which the

repayment are guaranteed by large state-owned banks.

HE-TTLFEF_A=+-ALFE

Derivatives Other
used for financial
hedging liabilities Total
AR
EHREN Hi
fTETR S@Aas At
- 5,269 5,269
= 84 84
- 5,353 5,353
- 345 345

AR ERENTBEEENEE
ARARBEMIEEERR X 2EFHY
TR RO E L BRETHE-AEE
HEWE ZERD /T =4

s F-HE-pXUBARITRMNAR
TTAEGESR-
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

. Group 2 — Trade receivables due from customers with

no defaults in the past.

. Group 3 - Trade receivables due from customers with

some defaults in the past. All defaults were fully

recovered.
Group 1 £ —f
Group 2 ¥
Group 3 F=4

Credit quality of “Amounts due from related parties” of the

Group is disclosed in Note 37 (c).

The Group categorise its cash in banks into the following:

o Group 1 — Major International bank (Hangseng Bank,
Standard Chartered Bank and Goldman Sachs)

. Group 2 - Top 4 banks in mainland PRC (China
Construction Bank, Bank of China, Agricultural Bank

of China and Industrial and Commercial Bank of China)

. Group 3 — Other state-owned banks in mainland PRC

China Oriental Group Company Limited | Annual Report 2007

s FE_H-BEEBERNEKWREFH

s FEZH-BERERNEKREFE
SHEF-MABRFTAE K E -

2007 2006
—2BLE —TTAF
371,447 964,033
117,378 34,795
488,825 998,828

NEE [ EE S B EERRR
M 5E37(0) IR EE -

AEBRBERTREDBMT:

s E-H-IEBERRT (BEART
BITRIT RS )

o BoE-FERNMOART (RE
RIRIT P EBT P ERERIT
Roh B T 4R 1T)

s E-HR-FEAMEMBEART



(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007
(BB EEBAN  FEBEHAARE T T REN)

The management considered the credit risks in respect of
cash and bank deposits with financial institution are relatively
minimum as each counter party either bears a high credit
rating or is large state-owned PRC bank. The management
believes the state is able to support the large state-owned

PRC banks in the event of a crisis.

Group 1 F—5a
Group 2 F-8
Group 3 F=f8

HE-TTLFEF_A=+-ALFE

HREHFHEEFRESHATEK
WEART WEEERRT T REE
MAERRITEFREERBRIBE - EEE
R BRERE PERFBENSE
REBEAFRTT

Group Company

REHE ARAF
2007 2006 2007 2006
ZERLE —_TTRF ZBELFE —_TITRF
119,452 120,776 119,410 120,504
597,537 321,865 1,235 697
144,101 87,373 22,375 424
861,090 530,014 143,020 121,625

None of the financial assets that are fully performing has

been renegotiated in the last year.

E2BBENNMBEEREELFEE

o
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

Raw materials and materials in-transit R 8 R TE & Mk
Work-in-progress & m
Finished goods B

As at 31 December 2007, the net book value of inventories
pledged as security for the Group's notes payable amounted

to approximately RMB57 million (Note 21).

As at 31 December 2006, the net book value of inventories
pledged as security for the Group’s notes payable and current
borrowings amounted to approximately RMB69 million (Note
21 and 23).

The cost of inventories recognised as expense and included
in cost of sales and administrative expenses amounted to
RMB10,337 million and 5 million respectively (2006:
RMB7,312 million and 6 million respectively) (Note 27).

For the year ended 31 December 2007, the Group reversed
RMB1.9 million of a previous inventory write-down (Note
27, 34). The Group has sold all the goods that were written
down to independent customers. The amount reversed has

been included in “cost of sales” in the income statement.

China Oriental Group Company Limited | Annual Report 2007

2007 2006
—RBLE —TIAA
1,463,598 1,048,220
287,613 193,053
85,786 166,625
1,836,997 1,407,898

R-EE+FE+-_A=1+—H8 B ALKE
EEMNEZEEMEENTENREFED
ABARES5 7008 7T (H5E21) °

R-ZZERNF+_A=+—B BAAXE
EENEEREBEXRMEFROTFED
REFELN A ARKE,9008 T (MisE21
23) -

EERAEAY WA ABEERARTHRE
ARFEERAS B AAREE103.378 T
EARKS00BT (ZEENE: DR A

ARBET73.12E8 T R600&E L) (BisE27) °

HE _ZTZT+E+_A=+—HILEE"
AEERABEFERLHELQARE
19087t (MIsE27 « 34) -ALEE R L
WEEREE TBEYRF -HE &5
ABREROHEEKK] -



(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

Accounts receivable & U BR 3R
Notes receivable (a) & W E 1K (a)

For the year ended 31 December 2007

HE-_ZTTE+tF+_A=+—HLEFE
2007 2006

—EELHF —EERF

117,378 34,795

371,447 964,033

488,825 998,828

(a) As at 31 December 2007 and 2006, notes receivable
were all bank acceptance notes, approximately of
which:

(i)  RMB92 million was pledged as security for issuing
notes payable (2006: RMB10 million) (Note 21).

(i)  RMB66 million was pledged as security for issuing
letters of credit (2006: RMB135 million).

As at 31 December 2006, RMB51 million was pledged
as security in favour of a third party for issuing letters
of credit (Note 35).

As at 31 December 2006, RMB29 million was pledged
as security for the Group's current borrowings (Note
23).

As at 31 December 2007 and 2006, the carrying amount of

the Group’s trade 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 maturity dates within six months.

(a) RZBEELFR_ZTEERF+_A
=T— B ERERHBRITEN
R EHAF4:

(i) AE%&ﬂm%ﬁE%%ﬂﬁ
AR ¥ 1,0008 Tt) (M
21) e

(il AR®6,6008 T2 AMARE
AEmMEE (ZZEERF: A
R#1.35(87T) o

RZZEEXF+_A=+—H8"'A
R¥5100B tEe AE=HRA(E
FEmER (HFE35) °

RIBEERFT-_A=1T—H"A

R¥2900&8 TE AAEBEREN(E
A (FEE23) -

AEBEEYWE Z KRR REETE

AEERTHNERFEECERR BES
PR & 3 B B B N8 A A A EY R
TERLEERTERETER-

PERGEEERAERAA | FH 2007



For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

HE_TTLF+-_A=+—BLFE

As at 31 December 2007 and 2006, the ageing analysis of

trade receivables was as follows:

Within 3 months
4-6 months

As at 31 December 2007, accounts receivable pledged by
letter of credit issued by the third parties amounted to

approximately RMB90 million (2006: approximately RMB28

million).

As at 31 December 2007, trade receivables of RMB27 million
(2006: RMB7 million) were past due but not impaired. These
relate to a number of independent customers for whom
there is no recent history of default. The directors considered
that trade receivables that are less than three months pass

due are not impaired. The ageing analysis of these trade

receivables was as follows:

Within 3 months
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(BEBHERIN IEEEONARE T TRENMN)

2007 2006
—ETLHF ZEER
431,248 998,828
57,577 -
488,825 998,828

R-ETE+E+-_A=+—H BREX
AR 0008 LEE=FHHENER
BEEE (ZEERNF HARE2,8008
JT) ©

RZZEZLF+_A=1+—H B@HE
ERENEURESRERRARK2,7008
T(ZETRF: ARBT08ET) - ZF
FIEH R % [l &0 0R B # RE KA H
BUBFP EERABETER=EA
EWE SRR |AE ZERKE SR
HEBRE DT :

2007 2006
—gTLE —FTAF
26,855 6,812



15.

16.

Notes to the Consolidated Financial Statements

A 5 S B Bk Wk

(All amounts in RMB thousands unless otherwise stated)

(BEZBEBI  FBELBEHARNARETTREMN)

For the year ended 31 December 2007
HEz_ZZt+tF+_A=Z+—HLEFE

TRADE RECEIVABLES — GROUP (Continued) 15. EREZ R -4 5EH #)
The carrying amounts of the Group’s trade receivables are AEERKEZRERZROKREET AT
dominated in the following currencies: BB
2007 2006
—EBELF —EERF
RMB AR 398,302 970,845
uUs dollar ETT 90,523 27,983
488,825 998,828
FINANCIAL ASSETS AT FAIR VALUE 16. RAVEZBBEETRNEY
THROUGH PROFIT OR LOSS - GROUP AND BEE-AXKEBRAAF
COMPANY
2007 2006
—E2ELF ZETARF
Liquid Reserve Fund — Euro, quoted mBHEES BT
BEMISHRE 141 130
Liquid Reserve Fund — US dollars, quoted mBHEES —ET
EmSRE 5 5
146 135
The above financial assets were acquired principally for the LB EETZERERBLEE
purpose of selling in the short term.
PERGEEERAERAA | FH 2007
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Notes to the Consolidated Financial Statements

A1 S B AR M

For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

17. PREPAYMENTS, DEPOSITS AND OTHER 17. AIRE -RER H A EWER
RECEIVABLES EN
The Group AEE
2007 2006
—EELEHF —TTRF
Prepayments for purchase of inventories BEGFENRMNZKE 400,143 441,044
Deposits and other receivables B & K H b E U BR 3K 47,013 40,690
447,156 481,734
The Company ERFH
2007 2006
—ZETLHF T RF
Prepayments TE S 5RIE 193 310
Deposits and other receivables & e & H i B ER X 1,293 1,327
1,486 1,637
18. CASH AND CASH EQUIVALENTS AND 18. AERREEBYWURZR
RESTRICTED BANK BALANCES il 88 1T 45 &R
The Group KEE
2007 2006
—EELEHF —EERF
Cash and cash equivalents BeMREFEY 689,591 434,905
Restricted bank balances PR HI 88 17 45 £ 171,690 95,262
861,281 530,167
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

As at 31 December 2007, the restricted bank balances were

composed of the following items:

(a) Restricted bank balances amounting to approximately
RMB33 million were pledged as security for issuing
notes payable of the Group (2006: RMB41 million)
(Note 21).

(b) Restricted bank balances amounting to approximately
RMB92 million and US$6 million (RMB47 million
equivalent) were pledged as security for issuing letters
of credit (2006: US$6 million (RMB48 million

equivalent)).

As at 31 December 2006, restricted bank balances of a
subsidiary amounting to approximately RMB6 million were
pledged as security for issuing notes payable to a fellow

subsidiary.

The carrying amounts of the cash and cash equivalents and

restricted bank balances are denominated in the following

currencies:

RMB AR
US dollar ETT
Hong Kong dollar T
Euro B 7T

HE-_ZTTE+tF+_A=+—HLEFE

18

ZE+FE+_A=1+—H ZRHIE
THHBER/ETISE:

() BEAFRAEASBEEMERMERD
ZRAIBITHEBRLO B ARES,300
BT (ZZETRF:AR%4,1008
7o) (BFaE21) ©

(b) BEAFEERZmMERNZRGIR
TR B AR E9,2008 7T X% 600
BET (HERARK4,7008T)
(ZEZERNF: 600X (FHER
AR®4,8008 L) ) °

RZZEERF+-A=+—H BERHA
FEASH T — R R B BB A B 4% 1 #K 4R A9
—FHRBARNZRHRITERO R A
R¥ 6008 T-

Re kR EFEBMURRRGIRITEER
EREETDA TG R BB :

2007 2006
—gTLE —TTAF
707,698 402,482
132,784 125,778
20,790 1,900

9 7

861,281 530,167
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

HE_TTLF+-_A=+—BLFE

Cash and cash equivalents

Restricted bank balances

RehReEED
R IR 1T As R

As at 31 December 2007, restricted bank balances amounting

to approximately US$6 million (RMB47 million equivalent)
(2006: US$6 million (RMB48 million equivalent)) were

pledged as security for issuing letters of credit.

The carrying amounts of the cash and cash equivalents and

restricted bank balances are denominated in the following

currencies:

UsS dollar
Hong Kong dollar
RMB

Euro
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%

6008 & T
=

(BEBHERIN IEEEONARE T TRENMN)

2007
—gTLF

95,723
47,305

143,028

RN_ZEE+F+_A=1T—HB BERHFA

=

EMEROZTRABITEROSD

HERAR®EA4,7008 7T)

(
“EERF600EXT (HERARK

RekBeFEMARIRHRITER
MEREEDATIEE REN:

2007
—eets

120,967
20,771
1,286

4

143,028

118,975
1,881
768

4

121,628



(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

Number of
shares
(thousands)
& EE
(F )

At 1 January 2006 R-ZBEXREF
—HA—H 2,905,000

At 31 December 2006 R-EBEXREF
+—-—A=+—8H 2,905,000

Employee share option scheme: 1 8 B % #E T & :

— issuance of shares (Note 20(c)) — 15 39T
(Bt 5£20(c)) 21,800

At 31 December 2007 R=Z2tHF
+=A=+-—H 2,926,800

As at 31 December 2007 and 2006, the total number of
authorised ordinary shares is 5,000,000,000 shares with a
par value of HK$0.1 per share.

As at 31 December 2007, the number of issued and fully
paid ordinary shares is 2,926,800,000 shares (2006:
2,905,000,000 shares).

On 9 November 2007 and 12 December 2007, Wellbeing
Holdings Limited (“Wellbeing Holdings”), Chingford Holdings
Limited (“Chingford”) and Mr. Han Jingyuan (hereafter
collectively referred to as the “Controlling Shareholders”)
entered into an agreement and its supplemental agreement
with ArcelorMittal. Pursuant to the agreement, Wellbeing
Holdings, Chingford and Mr. Han Jingyuan agreed to grant
to ArcelorMittal a call option to acquire shares which the
Controlling Shareholders are currently own within a specific
period of time, and ArcelorMittal agreed to grant to the
Controlling Shareholders a put option to sell such shares to
ArcelorMittal within a specific period of time. The key terms
of this agreement are conditional upon satisfaction of certain
conditions. Details of the shareholders’ agreement were set
out in the Company’s announcement dated 13 December
2007 and circular dated 14 January 2008, respectively.

For the year ended 31 December 2007
HE_ZTZE+FT_RAR=+T—HLEFE

Amount

£8

Ordinary Share
shares premium Total
BEER RO®RE @t
309,340 2,151,035 2,460,375
309,340 2,151,035 2,460,375
2,104 34,929 37,033
311,444 2,185,964 2,497,408
RZBEA+ER_ZBERF+_A=+

—H AEERRLEAE5,000,000,000
i% B IR E(E 0. 178 JT R AR 17

RN_ZE+F+-_A=1+—H BETR
?%Szi @meﬂxﬁ%ﬁ(aﬁw%sooooo
% (ZZEZF ;54 :2,905,000,0008%)

RZZBEZLF+-—ANBRZZELF
+ = A + = B ' Wellbeing Holdings
Limited ( [ Wellbeing Holdings] ) -
Chingford Holdings Limited
(IChingford]) REBHUR %4 (AT 4B
[TERRER]) - BT BELEREBRET—1H
12 =% B2 EL 4 75 13 o < AR 4% 19 2% - Wellbeing
Holdings * Chingford & 8 iR 5t 4 [F] B 4%
TRELKE ”*Iﬁﬁ?ﬁﬁﬁﬁﬁé'ﬁxﬁﬁﬁ
B HR U B 1 AR AR SR IR R B MO AR 1
ZELRIEBRB X TF Hxﬂxﬁ—ﬁ;?
HERE UNERERBASZEROEE

TRBLKEB - ZHHENOEZIRREM
E%:Fﬂﬂ%éﬁ—ﬁ’ﬁa"ﬂxﬁﬁz?: VRIS
DRAERARB —_FETLEFE+ A +=

BZRER—_FFN\F-—AtOBEZAE
;T(o
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For the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

Merger
reserve
SORE
(@)
Balance at R=ZBEXRF
1 January 2006 —BA—BW&E (599)
Employee share EEBREE:
options scheme:
— Value of employee - EERBHNEE
services (Note 28, 34) (P& 28~ 34) -
Profit appropriation i M 2 e =
Others H A -
Balance at R-ZBEXRE
31 December 2006 +t=ZRA=+—-H
i & &R (599)
Employee share EEBREE:
options scheme:
— Value of employee - EERBHEE
services (Note 28, 34) (Ff2E 28 - 34) -
Balance at R-BZLF
31 December 2007 +t=ZRA=+—-H
i & &R (599)

The merger reserve of the Group represents the
difference between the nominal value of the shares of
the subsidiaries that had been acquired and the nominal
value of the Company’s shares issued in exchange

therefore pursuant to the Reorganisation.
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Capital
surplus

EXDE

17,194

1,950

19,144

19,144

Statutory

reserve
EEMRE
(b)

718,730

230,276

949,006

949,006

Options
BRE
(c)

16,745

16,745

159,886

176,631

Total
et

735,325

16,745
230,276
1,950

984,296

159,886

1,144,182

AEBNEHREBRECKENER
AR EERREEERERN
BMBOTOARARBRMNDEENZ

#



(i)

(i)

(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Statutory surplus reserves

In accordance with the PRC regulations and the
Articles of the Association of the subsidiaries
registered in PRC (“PRC subsidiaries”), before
distributing the net profit of each year, the 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.

As approved by the Board and Shareholders’ meeting,

the share options were granted to the directors and
employees on 30 June 2006 and 26 October 2007
("Date of Grant”), in an aggregate to 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

price 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.

For the year ended 31 December 2007

E-TTLE+-ASH-HIERE

(i) ZEBHLAES
BREBEPEERAEANEEARNE
FEEMRAKEAR ([FER
MEBAR]) MEZKER 8F
IR i ) A A B A A
REE B g st AR T
EFEREIE®E AREFEE
EFRFN10%ERT R
NEe HEZRBBEEER
AH)50% A LE AT I 12 4 4 ok
ERIEZEBEZERHBA
B RAERHETFNER
BBEITAR - AT ZEAER
BRABE VL AREITERER
Z R AR ERD25% °

(i) FEBHLAES
TERABENDEIBETE
MBARMEETSER XA
ERRAENHE-EBERTE
A AEEEBEFEMNE
1Bk A EE AR A

rEFSRRReZMER EF
kEBER=ZZZTFAA=1+H
RZTZTLF+A=+xB ([EH
HE ) BRTERE 2RFRE
$#24,200,0008% % 89,700,0008% %
oA NIX L BB T &
A+ EERRIABER T IATE 7
BB AFRRMN1.768 T KX5.24
B AKENWEIAIR S EE L
HERENEZERHEEEE-
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For the year ended 31 December 2007

BE-_ZZAF T+ _A=Z=+—BLFE (BRBEEHIN -

(All amounts in RMB thousands unless otherwise stated)

FESLBEHUUAARETTREN)

Movements in the number of share options outstanding MARITEE AR S B R E 4B AN
and their related weighted average exercise prices are R ITEENEESNT
as follows:
2007 2006
—22tF —EERF
Average Average
exercise  Number of exercise  Number of
price per options price per options
share in HK$ (thousands) share in HK$ (thousands)
BRERGH =3 N:D

P EE BRA  THTEE B
(8 7%) (F4) (&) (F15)

At 1 January m—H—H 1.76 24,200 - -
Granted Bt 5.24 89,700 1.76 24,200
Exercised BT 1.76 (21,800) - =
At 31 December Rt—-—A=+—~H 5.15 92,100 1.76 24,200
All the outstanding options at 31 December 2007 and HE_ZZERGFR-_ZEZLF1+=
2006 were exercisable. Options exercised for the year RA=+—BFFBRRITENERE
ended 31 December 2007 resulted in 21,800,000 shares ARTR-ABE_TTLF+ =
being issued at HK$1.76 each. The related weighted A=+—HEFEITERNERER
average share price at the time of exercise was HK$4.75 1T R% 17 21,800,0000% © & A% B 1%
per share. 1.767 7T - 1T HEFRF B9 AR B8 N #E S 15
RERFRLTSETT-
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(All amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

R-EBETZLER-_TEF+HA
=t+—H®ARITENEREDNER
BEARITEELWT

Share options outstanding at 31 December 2007 and

2006 have the following expiry date and exercise prices:

Number of options

Expiry date Exercise price (thousands)
& W B 5 THEE BRE(T6H)
HK$ per share 2007 2006
Bt/ R —EZLF —TETREF
30 June 2016 —T-REXRA=TH 1.76 2,400 24,200
26 October 2017 —E—tHF+A=-1+RH 5.24 89,700 -
92,100 24,200

The fair value of options granted for the year ended
31 December 2007, determined by using the Binomial
valuation model, was HK$165.900 million
(approximately RMB159.886 million). The significant
inputs into the model were share price of HK$5.24, at
the grant date, exercise price shown above, volatility
of 45.62%, expected dividends paid out rate of 3.11%
and annual risk-free interest rate of 3.884%. 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 five years. See
Note 28 for the total expense recognised in the income
statement for share options granted to the directors

and employees.

BERA-EAGERXMEEHEE
—EEHFT AT —BHLFE
EERLERESNAFERI.659E
BT (B9 AR #1.59886f8 L) )
AZEXOEZLHANE L BEH
BAR(E5. 2480 LT E(E K IE
45.62% ~ TEFHKEE3 1% RFE
R R % 3.884% o IRIRIEFTIRE
Bl 3R M IR R E Tt ERRIE - TD
BEAR B REA A LLE R RN B
ZEFHNERRENSIETOM
HEmMS-EHREERESERD
ERENERZBANERS &
2 BB 7280
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for the year ended 31 December 2007

(All amounts in RMB thousands unless otherwise stated)

HE-_TTLF+_A=+—BLFE

(BEBHERIN IEEEONARE T TRENMN)

Accounts payable FE T BR 3K
Notes payable (a) FE T E 5 (a)

2007 2006
—RBLE —TIAA
545,335 425,268
170,200 91,100
715,535 516,368

As at 31 December 2007, the notes payable represented
bank acceptance notes, RMB91 million of which were
secured by certain notes receivable (Note 15), and
RMB79.2 million of which were secured by certain
inventories (Noted 14) and certain restricted bank

balances (Note 18).

As at 31 December 2006, the notes payable represented
bank acceptance notes, RMB32.1 million of which were
secured by certain notes receivable (Note 15), certain
restricted bank balances (Note 18), and bank
acceptance notes issued by a subsidiary amounting to
RMB8 million approximately, and RMB59 million of
which were secured by certain inventories (Note 14),
certain restricted bank balances (Note 18) and

guaranteed by Jinxi Limited.

As at 31 December 2007 and 2006, the ageing analysis of

the trade payables was as follows:

AA —
N
)\_

R_ZEZ+E+-_A=+—0
NERARTALER EF8E
NETFRERE (MHF15) RER
BHE AR 1008 THIRITEL
ER-URNKETEE (MaE14)
ETEBRBIRTAER (HE18) A
R ABMARE7,9208 THIRIT
G ESR

R_EEXE+_A=1+—8B &
NEBEARTALESZ HPaiE
NETFRKER (:15) 5F%
PR ISR 1T 45 84 (B aE18) Rl —
MBARMAEZEENAARKE
BO0B THIRITALERRERE
BARE3,2108 THRIT AN E
EUARNAETFTEE (M:F14) &5 F
X PR IR 1T 45 £ (BT 5E18) R A
Wer RPN E S EEREBENRA
R ¥5,9008 TR RITA L ESE

TELER-TEAFT-A=T

—H ENEZERANERSMOT:

Within 3 months 31E A A
4-6 months AZ 6f# H
7-9 months 7£2918 A
10-12 months 10£121E A
Above 1 year 19 A £
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2007 2006
—RBLE -TIAA
655,308 478,916
49,100 30,703
3,690 2,795
2,226 219
5,211 3,735
715,535 516,368



(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Accruals

Advances from customers

Value-added tax payable

Other taxes payables

Other payables (a)

BIRER

B E P RIA
e B ER

H Al & A B IR
H A & Bk 3R (a)

The breakdown of other payables as at 31 December

2007 and 2006 were as follows:

Pension payables and

other social welfare payables

Payables for purchase of property,

plant and equipment
Customer deposits
Employee deposits
Salary payables
Others

JE TR IR & ]2 E At FE S
e

BEWE BER

A% 48 FE A BR K
BEFE®

=

B %<

Hth

Hz_—_%

for the year ended 31 December 2007

2007
—eetE

19,996
661,116
42,883
9,058
638,275

1,371,328

R_BEZELER_FTZEF+_H
T HHNEMENSERS

N

2007
=223

91,116

349,984
102,310
22,449
21,323
51,093

638,275

TFLHF+ZA=

T-HALFEE

9,356
387,518
58,431
2,553
540,378

998,236
LRl

2006
Y

Al
Al

104,424

278,549
91,671
15,716
19,972
30,046

540,378
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

HE-_TTLF+_A=+—BLFE

Non-current
Bank borrowings, secured (i)

Other borrowings, unsecured (ii)

Current
Bank borrowings —
Secured (i)

Unsecured

Other borrowings, unsecured (ii)

Total borrowings

(k= AR -

FHREB
RITER—2EIR)
H 15 5K — 8 (i)

T
RITHER —
EHE )
EE A

H A 15 3R — & 5 (i)

BER

(i)

As at 31 December 2007, secured borrowings
amounting to RMB830 million, out of the total secured
borrowings of RMB980 million, were secured by certain

property, plant and equipment (Note 7) of the Group.

As at 31 December 2006, secured borrowings
amounting to RMB630 million, out of total secured
borrowings amounting to RMB789 million, were
secured by certain bank acceptance notes issued by
third parties (Note 15), certain property, plant and
equipment (Note 7), certain leasehold land and land
use rights (Note 6) of the Group and certain bank
acceptance notes issued by a subsidiary, amounting to

approximately RMB7 million.
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FESLBEHUUAARETTREN)

2007 2006
—EELHF —EERF
640,000 215,770
125,000 145,000
765,000 360,770
340,000 573,230
100,000 =
440,000 573,230
20,000 =
460,000 573,230
1,225,000 934,000

R-ZEZL+E+-_A=+—H B
BEREREELSAREIBET
Hp BHARKS30ETTHE KT
BERAREENETYE BER
B (7)) RER

R-ZEEXE+-_A=+—H0 2
BEREREELSEARET7.89ET
HPr BB ARB6IBTHE KR
BRABE=ZFRITHE TRTE
HIEZE (MzF15) AEENETY
¥ BB REE (MF7) ETHE
T3 R TR FAAE (MiE6) AR ER
—HRBARZETHEAENAAR
¥ 7008 TR RIT R HIEZ AR



(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

As at 31 December 2007, secured borrowings
amounting to RMB830 million, out of the total secured
borrowings of RMB980 million, were secured by certain
property, plant and equipment (Note 7) of the Group.
(Continued)

As at 31 December 2006, secured borrowings
amounting to RMB9 million were secured by certain

inventories (Note 14) and guaranteed by Jinxi Limited.

As at 31 December 2007 and 2006, except for the
secured borrowings described above, current secured
borrowings amounting to RMB150 million were secured
by certain property, plant and equipment (Note 7),
certain leasehold land and land use rights (Note 6)
and guaranteed by the Company and Foshan Jin Lan
Aluminum Company Limited (“Foshan Jin Lan"”) (a
shareholder of Jinxi Jinlan) collectively pursuant to the

below agreement.

In January 2006, the Company and Foshan Jin Lan
granted a guarantee in favour of Jinxi Jinlan for bank
borrowing facilities amounting to RMB150 million. In
accordance with the guarantee contract, the Company
and Foshan Jin Lan shall bear 60% and 40% of the

guarantee obligation respectively.

Other unsecured borrowing represented a borrowing
from the local county government amounting to
RMB145 million which will be repaid from 1 January
2008 onwards at an amount of RMB20 million per
annum. Interest is charged at the RMB bank deposit

rate for 1 year fixed deposit.

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

R-ETLE+-A=+—8'E
R (G R AR M9 80T
Hoh BB R #8.30(8 7T ) B HE 17
ERAREEOETOE BER
B (HIEE7) BIER- (8)

R-EEAE+-A=+—H B
I 49 15 308 B R 5 90078 TE LA
T (H5E14) BER 027
AR

RZZEZLFRZFTZRF+ZA
=+—B RETXAARNGE R
EXFRENEEBERN B
ARBERSEARE 15BN
ETWE BB KREE (ME7) &
THE -0 R+ A (K 5E6)
RER AR ERFEILEHEE
BAERAR ([HLeRE]) OCRES
MEIRR R ) HF B A ER.

R-ZBEXRE—R RAAFEFIL
EHWRAREISETHRITER
BEREASHHAER RIZE
REH RNABEFILEEASH
HEHE60% R 40% ) FERE (E -

H fth 2 45 17 18 398 & 30 B BUT /9 18
RARB14EBT ZEBREE
—TTN\F-—A—HREBEEEA
R#2,0008 T F BIRIBITARE
—FHERFERFEFE -
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

As at 31 December 2007 and 2006, the Group’s borrowings R-_EBEE+FER_TEEF+_A=+
were repayable as follows: — B AEENERIBARRAT:
Bank borrowings Other borrowings
RITER H {5 ™
2007 2006 2007 2006
—EELF —TIERF ZBBLE —_TTRF
Within 1 year 1A 440,000 573,230 20,000 =
Between 1 and 2 years 1224 255,770 - 20,000 20,000
Between 2 and 5 years 2EGF 384,230 215,770 60,000 60,000
Over 5 years 5% Ak - - 45,000 65,000

1,080,000 789,000 145,000 145,000

The effective interest rates at the balance sheet date were REZEANEERMERNT:
as follows:
2007 2006
— S —TEREF
Bank borrowings RITE K 6.57%-7.56% 5.58%-7.15%
Other borrowings Hfb & 5K 2.52% 2.52%
The carrying amounts and fair value of the non-current bank FEMBIRITER L E A E R REE R
borrowings and other borrowings are as follows: ANFERAT:
Carrying amounts Fair value
FREE AF¥E
2007 2006 2007 2006

2R —TITRF ZBFTLF —FTITRF

Bank borrowings |ITE K 640,000 215,770 640,000 215,770
%EJX

Other borrowings H¢ 145,000 145,000 124,947 123,476

785,000 360,770 764,947 339,246
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(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

The fair values of current borrowings approximated their
carrying amount, as the impact of discounting is not
significant. The fair values of other borrowings are based
on cash flows discounted using a rate based on the
borrowings rate of 7.06% per annum (2006: 6.37% per

annum).

The carrying amounts of the borrowings are all denominated
in RMB.

Interest rates of the bank borrowings denominated in RMB
are reset periodically according to the primary rate
announced by the People’s Bank of China. 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 6% 1218 A

618 Ak P 6fE A

HE-STLFEF_A=+-ALFE

ARFREETN RBEKNRFELD
FREREE - EMERN R FEZITR
BeREE FHRERUMERFERNEXT.06
B(CTERF FMER637E) REE-

EROEREEIAAARE BB

AN B 2 B AL /Y R 1T 18 5RR R BUR R
FEARRITENE MR LR R ARE
BHERENXEHRANENEER
HIFmAER R BT

2007 2006
—EELHF —FER
635,000 393,230
445,000 395,770
1,080,000 789,000
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

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 the same fiscal authority. The offset amounts

are as follows:

ERAEANATEAOBRAERAEESR
BEBRBABHEHEAZEREMSHIR
Fl—E AR AR EEMSREE
EREMSHRABRERHE - RHESHEN
T

2007 2006
—EELF —TTRF
Deferred tax assets: FEEFIBE E
— Deferred tax asset to be — #1218 A AUk B &Y
recovered within 12 months REFRIBEE 3,623 =
Deferred tax liabilities: EEHIBEE:
— Deferred tax liabilities to be — B 128 A R H
settled within 12 months ELEHIBEE (429) (290)
Deferred tax assets/(liabilities) — net BEMEBEE,/ (AFE) —F8 3,194 (290)

The gross movement on the deferred income tax account is

as follows:

Beginning balance of the year F ) H R

Credited/(charged) to the consolidated A (B RA B
income statement (Note 30 (a)) (Bf3E£30(a))

Ending balance of the year FIRRAERR

Deferred taxation is calculated on temporary differences
under the liability method using the tax rate and the tax
base that are consistent with the expected manner of
recovery or settlement for the year ended 31 December
2007.
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BEIEFEHEREONBEFHMT

2007 2006
—EELF TEENFE
(290) 2,327
=
3,484 (2,617)
3,194 (290)

AL BUASR B A BB 1 2 R R
BE-FTLFE+-A=+—HILER
FH B S R — BB R RBLE

A A
=T HE o
Al 7



(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

The movement in deferred tax assets and liabilities during FRNELEREBEEENRBE CEEALER
the year, without taking into consideration the offsetting of —HBEEAREESR) NEBRT

balances within the same tax jurisdiction is as follows:

Deferred tax liabilities: BERIBAE:
Unrealised
losses on
inventories
e AR B IR
FEEE
At 1 January 2006 RZEERF— H =] -
Charged to the consolidated iR & BEERMOR
income statement (290)
At 31 December 2006 RZEERE+=ZA=+—H (290)
Charged to the consolidated HiraBERNR
income statement (139)
At 31 December 2007 RZEE+F+_A=+—H (429)
Deferred tax assets: EEFIRE E
Losses on Timing
disposal of difference in
property, plant expense
and equipment recognition Total
HENE - BER BRABRAN
RENEE BFEER st
At 1 January 2006 R—ZZTEZEF—H—H 1,877 450 2,327
Charged to the RirEBERNR
consolidated
income statement (1,877) (450) (2,327)
At 31 December 2006 RZTTRF
+=-—HBA=+—8H — = =
Credited to the EoeBEaRLE
consolidated
income statement - 3,623 3,623
At 31 December 2007 RZEETLF
+=—A=+—8H = 3,623 3,623
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for the year ended 31 December 2007
RE-FTLET-A=t+—RILEE

The Group expected that the unused tax losses for
subsidiaries amounting to RMB129 million (2006: RMB151
million) will be utilised during the two-year full exemption
period in accordance with the relevant tax laws and

regulations in the PRC. No deferred tax assets was calculated.

Other gains — net:

Sales of raw materials and by-products

Gain on disposal of intangible assets
(Note 34)

Loss on disposal of property,
plant and equipment (Note 34)

Foreign exchange loss, net (Note 34)

Loss on liquidation of a subsidiary
(Note 34)

Others

Total

Dividend income on financial assets at

fair value through profit or loss (Note 34)

Rental income arising from
investment properties (Note 8)
Others

Total
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(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

MIBEE-

AEERHNBAR RS AHEBEA
RE1.29ET (ZTTRF: AR 151
B7T) SEMFERE M 2 MR ARET
BRATUEMARIE M - X B EEFRT

2007 2006
—EBLE ZZTRF
H s — 55|
B RM A R ElE @ 32,639 37,423
BREEFEENKA (ME34)
6,325 85
EEWME BERZERNIBX
(Pt 5E34) (6,196) (7,329)
BEH 48K HEE (MisE34) (19,187) (2,979)
—FMEARERNEBX
(Pt 5E34) (9,605) =
Hh 8,754 4,239
BEt 12,730 31,439
2007 2006
—EBLE ZZTRF
RATFEEBBEZLEN
MEEENREKRA
(Bt 5E34) 2 1,061
REEMEREENHES KA
(PffzE8) 1,924 1,261
EH A, 190 1,827
mEt 2,116 4,149



(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Employee benefit expense (Note 28)
Costs of inventories (Note 14)
Amortisation of leasehold land and
land use rights (Note 6, 34)
Depreciation of property,
plant and equipment (Note 7, 34)
Amortisation of intangible assets
(Note 9, 34)
(Reversal of)/impairment of property,
plant and equipment (Note 7, 34)
Depreciation of investment properties
(Note 8, 34)
Operating lease expenses
in respect of land use rights
Reversal of impairment provision
for receivables (Note 34)
Reversal of provision for write-down
of inventories (Note 14, 34)

Auditors’ remuneration

Staff costs (including directors’ emoluments)

— Salaries and welfare

— Pension costs — defined
contribution plans (a)

— Share options granted to directors

and employees (Note 20(c))

B T4 M (K 5E28)

FEMRA (HFE14)

THE + s R + 3 (s PR A 4 g
(HI5x6 - 34)

YE BB MR

(MF:E7 ~ 34)
BB ESHE (M9 - 34)

W BB RRE (BE)

SRITE

AAE (MTEE7 ~ 34)

BREMENE (K58~ 34)

BRI HERENKLEHERS

1 [] 8 L AR SRR 1B BB
(Bt 5£34)

FERERBHRD
(FIzE14 ~ 34)

% SRT B &

EIRA(REESEHE)

— %5 kB

mERKSHAE()

-~ RTEFREEBBRE

(B 5E20(c))

2007
—¥RLF

433,720
10,342,384

1,651

438,566

3,806

(16,980)

1,100

3,631

(1,879)
6,200

2007
—gTLF

244,551

29,283

159,886

433,720

for the year ended 31 December 2007
ST+ F+ A=+ —HLFE

2006

—EERF

243,483
7,318,352

1,477

326,691

3,582

41,859

1,112

4,503

(600)

(10,754)
3,300

2006

|
0
A
M
_FH

203,184

23,554

16,745

243,483
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for the year ended 31 December 2007

HE-_TTLF+_A=+—BLFE

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 2007 and 2006, 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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(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

REERN A B H B E
MET2RAREABRFESNSSE
BRAREHFBHFE - BHE_TT
TtERZFERF+-A=1T—H
LTFE AEERETIH SRR
10%E20%E ARZEEFLE
BMURHEXET ERAR

B A BB SE AT B R MO FROR SN AR
B M S TRRIKA TR IK
ERETHMERRERNIOEMBE
Fo



(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

The emoluments of every director for the years ended
31 December 2007 and 2006, on a named basis, are

set out as below:

Name of Director

Esns

2007
Mr.
Mr. Yu Jianshui (a)
Mr. Zhu Jun

Mr.
Mr.
Mr.
Mr.
Mr.
M
Mr.
M

Han Jingyuan

Liu Lei

Shen Xiaoling

Yu Tung Ho

Wong Man Chung, Francis

Gao Qingju

@

. Chen Ningning (b)
Tang Chi Fai (c)
. Zhu Hao (d)

2006

Mr. Han Jingyuan

Mr. Zhu Jun

Mr. Liu Lei

Mr. Shen Xiaoling

Ms. Chen Ningning

Mr. Yu Tung Ho

Mr. Tang Chi Fai

Mr. Wong Man Chung, Francis
Mr. Gao Qingju

Fees
we
ZBBLE
FHEREA 668
TEKEE(Q) 218
k XK 826
2 kA 41
LERELE 632
REERE 340
EXREE 291
BERRE 291
RESLL(b) 242
HERE L 73
RS (d) 32
4,024
ZBERE
BHELE 638
x EEE 306
2 EEK 376
TEELE 306
BREEZT 256
REERE 307
EEEE 256
EXREE 256
RERRAE 256
2,957

Salaries
and

allowances

FERERM

5,357
500
714

1,310
322

8,203

3,948
520
59
322

5,386

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

Bonus

A

480

278

758

480

278

758

Fair value of
employee
share
options
granted
ERIESR
BREN
DY E

4,278

1,936
1,661
1,661
1,661
1,799
1,661
1,661
1,661
1,661

15,362

Pension
costs-
defined
contribution

plans

GBRHE
- it

12

22
12
22

Total

At

6,037
5,004
2,042
1,733
1,254
340
291
291
252
73

33

17,350

6,534
2,987
2,645
2,587
2,067
1,968
1,929
1,917
1,917

24,551
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(@) Appointed on 14 April 2007.
(b)  Resigned on 29 October 2007.
() Resigned on 13 April 2007.

(d)  Appointed on 21 November 2007.

None of the directors waived or agreed to waive any
remuneration during the years 2007 and 2006. The
emoluments of the independent non-executive directors
during the year are RMB0.9 million approximately
(2006: RMB5.8 million).

The five highest paid individuals consisted of:

Number of directors BEFEAH
Number of employees BT A
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(@ —EELFMA+TWHAZE-

by —ZEELFETA-THhHBER-

© —ETLEMAT=BHEH-

@ —FTtEt-A-t-AZ
<

R-IBZLER_ZTTERNFA-H
BEESHAARATH TS
FR XN FBILIFRITES B

AR¥530E T) °

EE&ESFMALEE:

2007 2006
—gBLE —TEAF
2 4

3 1

5 5



(All amounts in RMB thousands unless otherwise stated)

for the year ended 31 December 2007

(BEZBHEBI  FBELBEHUANARBTTARAEN) BE_ZTLF+_A=Z+-—BHLFE

The five individuals whose emoluments were the
highest in the Group for the year include two (2006:
four) directors whose emoluments are reflected in the
analysis presented above. The emoluments payable to
the remaining three (2006: one) individuals during the

year are as follows:

Salaries and allowances ¥ ROER

Bonuses TEAL

Fair value of employee EREEEBRENATE
share options granted

Pension costs-defined mERKE HKRETE

contribution plans

For the years ended 31 December 2007 and 2006, 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.

rEEAEERUSRHFIMALE
ERAL(ZZZERF - 0Ou)ESE
EMEER EXODTH 25 .
MHBT=6 (ZFTXRF:—f) A
T T

2007 2006
—EELHF —EERF
999 716

868 =

9,269 1,383

30 12

11,166 2,111

REBEEZE_FTTLHFR_FTTREF
T-A=t—-"BLEFERN X&H
BERNETAESHAUZIHHA
TXNERMESERMARRR R
NI NN SR 0 3 R W 53
ffE-
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for the year ended 31 December 2007

E+E+_R=+T—-HLEFE

The remuneration of the five highest paid individuals
for the years ended 31 December 2007 and 2006 fell

within the following bands:

RMB2,000,001 to RMB3,000,000
(approximately HK$2,060,001
to HK$3,090,000)

RMB3,000,001 to RMB4,000,000
(approximately HK$3,090,001
to HK$4,120,000)

RMB4,000,001 to RMB5,000,000
(approximately HK$4,120,001
to HK$5,150,000)

RMB5,000,001 to RMB6,000,000
(approximately HK$5,150,001
to HK$6,180,000)

RMB6,000,001 to RMB7,000,000
(approximately HK$6,180,001
to HK$7,210,000)
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AR #2,000,001TE
A R % 3,000,0007C
(#92,060,001%8 L=
3,090,000/ 7T )

AR #3,000,001 L E
AR ¥4,000,0007T
(#93,090,001%8 T =
4,120,000/ 7T )

AR #4,000,001 L&
A R ¥ 5,000,0007C
(#94,120,0018 L=
5,150,0005% 7T )

AR #5,000,001 T E
A R % 6,000,00070
(#95,150,0018 T =
6,180,000/ 7T )

AR #6,000,001 T E
AR #7,000,0007T
(#6,180,0018 T =
7,210,000/ 7T )

(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

REBEEZE_ZTTLFR_TTRFT
“A=t-HLEFER AURS
FHALOMES N FIATEHE:

Number of individuals

AH

2007 2006
—EETLHF —EERF
- 4

2 —

1 —

1 —

1 1



(All amounts in RMB thousands unless otherwise stated)

(BEZBEHEBI  FBELBEHUNARETTARAEN) #HE-Z

Interest expenses
— borrowings
— amounts due to related parties
(Note 37(b)(ii))

— discount of notes receivable
Finance costs (Note 34)

Finance income
— interest income on bank
deposits (Note 34)

Finance costs, net

(a) Income tax expense represents:

Current income tax
— PRC enterprise income tax
(the "EIT")

Deferred income tax (Note 24)

The Company was incorporated in Bermuda as an
exempted company with limited liability under the

Companies Act 1981 of Bermuda and, accordingly, is

MEBA

— &%

— FE{T BREE 75 FRIB
(P 7E37(b)(ii))

—EBWEERAMER

BB (Kt 5E34)

73PN
—RITFERE A B W A
(Bf7E34)

SRS F R

2SR
—FEEEMAEN
([FECXMAEHR])
EIEFTSHL (P 5E24)

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.

for the year ended 31 December 2007

(68,810)

12,118

(56,692)

ERERER:

260,101
(3.484)

256,617

ZE+tFE+ZRA=+-BLEE

2006
—BTAE

Al
Al

(48,615)

(1,633)
(139)

(50,387)

18,930

(31,457)

2006

[l
Al
Al
~
>
_m

208,269
2,617

210,886

ARARREBEERE-NN\—FRREE
BREZIMKIZIAERCEREEAR]
BERRHBNBAREMSH

ARAPHEEFBENNB R RAREERRA
ERBEF29NEERBAR R SEM
KRR EBEREERT RERRHNEE
HBAREEMEN-
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for the year ended 31 December 2007

&

B2-F

ZLFE+_A=+—HLEFE (BEHEHEHIN

Income tax expense represents: (Continued)

Hong Kong profits tax has not been provided as there
is no estimated assessable profit for the year ended 31
December 2007 (2006: 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.

The PRC state enterprise income tax rate of the indirect
subsidiary of the Company, Jinxi Limited, is 30% and
the local income tax rate is 3%. Therefore, an
aggregate tax rate of 33% was applicable for income

tax filing purpose.

Effective from 25 December 2002, Jinxi Limited was
approved to be a foreign-invested joint stock company.
In accordance with the relevant tax laws and regulations
in the PRC and a local tax authority approval dated 20
January 2003, effective from 1 January 2003, Jinxi
Limited was entitled to a two-year full exemption
followed by a three-year 50% tax deduction from the
PRC state EIT.
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(All amounts in RMB thousands unless otherwise stated)
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RE RSB E RN T B
PIZE BB A B EE R AN RE
BRI ER RS REBET
PRI A AR AT 1S B AT U
kFAXBEBRE-

A B H B2 BB A B 7 8 e Y
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SHER3% - it HBAERA
FHESFTR33%-
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(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

Income tax expense represents: (Continued)

Approved by local tax authority on 22 July 2004, Jinxi
Limited was entitled to a five-year full exemption
followed by a five-year 50% tax deduction from the
local income tax started from 1 January 2003.
Accordingly, the effective tax rate of Jinxi Limited was
15% for the year ended 31 December 2007 (2006:
15%).

Jinxi Jinlan qualified as a foreign investment production
enterprise and was established in a coastal economic
development zone. Accordingly, the applicable
enterprise income tax rate is 24% and the local tax
rate is 3%, resulting in an aggregate tax rate of 27%.
As at 31 December 2007, Jinxi Jinlan was in a
cumulative tax loss position. Accordingly, the effective
tax rate is nil (2006: nil).

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 the first cumulative profit-making

year net of losses carried forward.

Effective from 1 January 2008, the subsidiaries
incorporated in PRC shall 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 Implementations
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 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%.

B

a)

for the year ended 31 December 2007

E-PTLE+-ASt+-HIEFE

MSHERRE: ()

KA MERR _ETENFLAZ
TZAFER EFAEAMBE—_TT=
F-A—HRERCBMAFHT
FERi% EEZEAFMREE
50% ° Et EFHEEHE _—_TT
+tE+T A=+ —BLEFENER
MERBIS%(ZEZRNF:15%) °

ERSRHAEIIEMREEEMERE
BB WA B KL
Eit HEACEFREMER24%
WHMEE3I% MBRAFHA
27% - R_ZBEZ+F+_HA=+—
H RESHBFRFANIEEE W
HEAMEAT (ZETAF:
Z)o

RWHHERN_TZTLF+ A
THEEL TACHEREEE
BEMNEEZRABNEFER 5
MER G R R ER =F50%H 5

e

—ZEENF—A—BR8 ALER
BB AR ZERR T
T+F=RA+HE2EAKRIHED
REAREMBGEMRSHE (15
TEMEBE]) RZTETLF+=
AN B BB ERNDEMEEE
EmmA ([EEMBl]) sTEHHR
EMEH - KB EMEBE
R E AR - 1 B 3 M 5K 2 8 B
BRAMREERODEEMSHRB
EZ25% - BT 3AR25% + BARSE
BRANDEMEHRTEENR25% -
AIE—ZENGFE_T——F8H
FR-BEH EFHE25% ©
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for the year ended 31 December 2007
HEZ-Z

The profit attributable to equity holders of the Company is

dealt with in the financial statements of the Company to

E+E+_R=+T—-HLEFE

The taxation on the Group’s profit before taxation

A& REE A

differs from the theoretical amount that would arise

using the weight average tax rate of 31.10% (2006:

31.47%) to respective profits of the consolidated

entities for the years ended 31 December 2007 and

2006 as follows:

Profit before taxation

Taxation calculated at statutory tax rate

Effect of tax exemption of Jinxi Limited

Effect of non-deductible net tax loss
of the Company

Tax losses for which no deferred
income tax asset was recognised

Utilisation of previously unrecognised
tax losses

Effect of change of tax rate upon
assessing deferred tax assets

Effect of other non-taxable income

Effect of non-deductible expenses

RMB134.45 million).
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RAERELERSH
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(All amounts in RMB thousands unless otherwise stated)

(k= AR -

REFTTREMN)

AN 5= BB B AR M B BLIE 9 Rl A
E_TELFR_FTERF+ A
=t+—HBLEFEEHERNEMNEA
EAMEFEEHEI10% (ZZTE
NI 31.47%) st E R IR R A2 FE B
EREMT:

5T Bl R FE R TR B 1R Y 2

STl 4R RE 71 18 & B B R R
B E e

H NERBMBANZE

TR A 85 &

ZIN/N

2007 2006
—RBLE -TITAA
1,450,354 1,233,236
483,290 416,863
(310,835) (251,861)
32,858 18,318

375 25,977
(4,881) (9)
1,022 =

(35) -
54,823 1,598
256,617 210,886
AU 2 5 A A i P B4 AR

NEBRENOARE2.1337187T (=
the extent of approximately RMB213.37 million (2006: TE

N AR 1.3445(87T) ©



(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

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

HE-STLFEF_A=+-ALFE

BRENENIREARBEEFAA
FEAA 5 MIBR A F A B 1T & B A hntE
FHHE M He

the year.

2007 2006
—EEBLF ZTERF

Profit attributable to equity holders RAGI DB AEGRT
of the Company 1,159,657 1,032,754

Weighted average number of B AT AR EY I AE T 15 B
ordinary shares in issue (thousands) (FR%) 2,910,759 2,905,000
Basic earnings per share (RMB per share) BREXREN (BRARBT) 0.40 0.36

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.
The Company has one category of dilutive potential ordinary
shares: share options. For the share options, a calculation is
done to determine the number of shares that could have
been acquired at fair value (determined as the average annual
market share price of the Company’s shares) during the
period based on the monetary value of the subscription
rights attached to outstanding share options. The number
of shares calculated as above is compared with the number
of shares that would have been issued assuming the exercise

of the share options.

BREEGENDERRAE T EENE

BARE A BE RECHITEERN
ARG E - RNARHER — R #
BNEBEEEAR - BhE-ERENS
RERRTEBREMMOZEENE
KEE ETHANERERARRATE (B
ERARBRNOFHEETE) AIBA
BB BR A i A E T A E RN E
TEBREBRETENEE ETHRND
ZHEEHL &
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for the year ended 31 December 2007
E-ZTT+HF+-_A=+—HLLEE

&

Profit attributable to equity holders
of the Company

Weighted average number of ordinary
shares in issue used in calculating
basic earnings per share (thousands)

Adjustments for options (thousands)

Weighted average number of ordinary

shares and potential ordinary shares

issued as the denominator in calculating
diluted earnings per share (thousands)

Diluted earnings per share (RMB per share)

Interim, paid (a, b)
Final, proposed (c, d)

(@) At a meeting held on 30 August 2006, the Board (a)

(All amounts in RMB thousands unless otherwise stated)

(B=EHERAIN  BESE

RARERFE AENLRTF

FARETE &M E A 7 5 A
BB 17 & B AR A 15 2
(F8)

AR (TR’

STEEREEEMNKIER
DENEHTEBR N

BT E B INAE T H
(Fi)

BREEEN (BERARYKET)

R BIR G  b)
RER- DR (C ~ d)

proposed an interim dividend of HK$29.05 million

(approximately RMB29.73 million),

HK$0.01 per ordinary share.
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representing

BB

BHEONARE T T REMN)

2007
—setE

1,159,657

2,910,759
13,051

2,923,810
0.40

2007
—gTLF

154,864
164,361

319,225

s EEZRER

2006

| |
A
A
>k
_H:[

1,032,754

2,905,000

2,905,000
0.36

2006

—EERF

29,730
132,149

161,879

EA:Ti/\EJ\ﬂ THRBITHE
2K 2 H R B
2,905&%;%7% (MARHE29738
BA%0.01 T o



(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

(B=EEHN -

At a meeting held on 30 August 2007, the Board
proposed an interim dividend of HK$159.94 million
(approximately RMB154.86 million), representing
HK$0.055 per share, for the year ended 31 December
2007. Such interim dividend was paid for the year
ended 31 December 2007.

At a meeting held on 3 April 2007, the Board proposed
a final dividend in respect of the year ended 31
December 2006 of HK$133.65 million (approximately
RMB132.15 million), representing HK$0.046 per
ordinary share. The Annual General Meeting held on
22 May 2007 approved the Board's dividend proposal.
Such final dividend was paid for the year ended 31
December 2007.

At a meeting held on 27 March 2008, the Board
proposed a final dividend in respect of the year
ended 31 December 2007 of HK$181.61 million
(approximately RMB164.36 million), representing
HK$0.062 per ordinary share. This proposed dividend
is not reflected as a dividend payable in these financial
statements, but will be reflected as an appropriation
of retained earnings for the year ending 31 December
2008.

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

R-ZTEZTLtFNA=+HEINE
ZL EEREZRBEE_ZT
+tHE+ A=+ RALFEPHRK
£2.1.599418 % 7T (K9 AR #1.5486
f87) ' B A%0.055/8 T ATl & =
—EEHFT AT —BHLFE
B ERR BB AR AT

RZZET+LFNA=ZARITNEE
L EEREBREHE_ZTZEN
F+-— A=+ BLEFERHERE
1336518 7T (K AR 1.3215(8
7T) Bl AR T @AR0.04678 Lo A =
T+ FRAZF+ZHRITHRRE
BFERESEHEESRORERE
BoAIMBE-_TTLHFE+ A=
T—BIEFENRARED LR
fFo

R-EBEENF=ZA-_++HHETH
R EZREFIREBE_T
T+FE+-_A=+—BLFEERH
IRE1.8161BEBT (AR
1.6436187T) - BN & % & @ 1% 0.062
BT EEANR B RETBRE
R AEMNRE BEEHE=T
ENF+ZA=+—HLEERT
Was R EERZ5o
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for the year ended 31 December 2007
Tt+tHEF+-_A=+—RBILFE

Hz_—_=

Reconciliation of profit before taxation to cash iy &
generated from operations is as follows:

Profit before income tax

Reversal of impairment provision
for receivables (Note 27)

Depreciation of property,

plant and equipment (Note 7, 27)
Depreciation of investment properties

(Note 8, 27)

Amortisation of leasehold land
and land use rights ( Note 6, 27)

Amortisation of intangible assets
(Note 9, 27)

Reversal of write-down inventories
to their net realisable value
(Note 14, 27)

(Reversal of)/impairment provision

for property, plant and equipment

(Note 7, 27)

Share of (profit)/loss of an associate

company (Note 11)
Loss on disposal of property,

plant and equipment, net (Note 25)
Gain on disposal of intangible assets,

net (Note 25)
Exchange loss (Note 25)
Interest income (Note 29)
Dividend income on financial assets

at fair value through profit or loss

(Note 26)

Interest expenses (Note 29)

Loss on liquidation of a subsidiary
(Note 25)

Employee share option scheme
(Note 20, 28)

Operating profit before working
capital changes

(Increase)/decrease in financial assets
at fair value through profit or loss

Increase in inventories
(Increase)/decrease in restricted
bank balances

Increase in trade receivables, prepayments,

deposits and other receivables

and other current assets
Increase in amount due

from related parties

Increase/(decrease) in trade payables,

current income tax liabilities,

accruals, advances from customers

and other current liabilities
Decrease in long-term advances
from customers

Decrease in amount due to related parties

Cash generated from operations
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(All amounts in RMB thousands unless otherwise stated)

(B=EHERAIN  BESE

Bx P 15 B¢ Bl )i 1l
i [o] FE W B OB (E Bk 1
(f$5E27)
RBITE

YE B K&

(Ff3%7 ~ 27)
WEWMENE (KI:Es - 27)
THE £ o} + b (5 PR A

(Ffz¥6 ~ 27)
mI A ESE (Mo - 27)

BEfFEEH A &8 R E
(H3E14 7)
ME - BERREBRERE

(BEE) (B5E7 ~ 27)

FEIGEE = AR CHR)) EiE
(BFsE11)

HEWE BEMKEFESR
(M 5E25)

HEEREEWZ FEE
(Kf#£25)

& 5 eS8 (M sE25)

R B U A (B EE29)

BAFESBESLED
PIEEENRBIA
(Kf7E26)

AEBA (KE29)
—REHBEARERNEIE
(Kf#£25)

1B B BER#ERT 2 (BI5E20 ~ 28)

REBERBFFEEE T

BAVEBBBEGRLRK
MBEERD (M)

7 18 0

SR BIRTT A

%”y%%ﬁﬁﬂ)\ %EﬁL/T)\
e R HAMEWE IE&
B b7t B & 2= 3 0

JE L 188 Bk 75 SR 3R 3 0

&8 5 R
BREMA AREFPRER

H

Htms &8 E Omfd) /15

B E P & BFOR R D

F& < BA B 77 RIRDRL
REEENRS

RE D (B )

%ﬁﬁﬁﬁ%ﬁﬁ%

BHEONARE T T REMN)

1,450,354

438,566
1,100
1,651

3,806
(1.879)

(16,980)

(225)
6,196

(6,325)

19,187
(12,118)

(2)
68,810
9,605

159,886

2,121,632

(11)
(454,250)

(76,428)
(588,796)
(11,055)

373,986

(1,148)
1,363,930

2006
—EERF
1,233,236

(600)
326,691
1,112
1,477

3,582

(10,754)

41,859
984
7,329

(85)

2,979
(18,930)

(1,061)
50,387

16,745

1,654,951

64,498
(293,770)

32,432

(940,355)

(11,965)

(25,000)
(221)

480,570



(iii)

(All amounts in RMB thousands unless otherwise stated)

(B=EEHN -

Major non-cash transactions:

For the year ended 31 December 2007, the Group

endorsed bank acceptance notes to the supplier for

purchase of property, plant and equipment amounting

to approximately RMB1,121
approximately RMB324 million).

million

(2006:

In the cash flow statement, proceeds from sales of

property, plant and equipment comprise:

Net book amount (Note 7)
Loss on disposals of property,

plant and equipment (Note 25)

Proceeds from disposal of property,

plant and equipment

BREFE (FIFE7)

for the year ended 31 December 2007

FESBEANARBTTARAEN) HE_ZTZTLF T+ _A=F+-—HLFE

(i E2HAERFH:

REBEE-_ZTT+F+_A=+—H
LtFE - AEBERBEYE KER
BEARERSERITALERLD
ARBN21BT (ZZEZERF 4
ARBE324B7T) -

(i) RBEEREXRAN LEVE FER
REBABRRBRE:

HEYE BB &R HEIE

(P 5E25)

HEWE BER&

2007 2006
—EELHF —EERF
6,532 15,398
(6,196) (7,329)
215 P15 OB
336 8,069
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

Guarantee for third parties

Guarantee for bank borrowings BE = RIRITER
of third parties (i) B ER©)

Guarantee for letter of credit issued RE=-FEHNERE
by a third party (ii) B R (i)

(i) As at 31 December 2007, Jinxi Limited provided
guarantee for bank borrowings in favour of third parties
amounting to approximately RMB30.9 million (2006:
approximately RMB18.9 million).

(i)  For the year ended 31 December 2006, a third party
acted as an agent and issued letter of credit to import
property, plant and equipment for Jinxi Limited.
Accordingly, Jinxi Limited pledged notes receivable

amounting to RMB51 million (Note 15) as collaterals.

The directors of the Company are of the view that to settle
the obligation will not probably cause an outflow of resources

embodying economic benefits.
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RE=ZFHAEER
2007 2006
—EELHF —EERF
30,900 18,900
- 50,520
30,900 69,420

RZTETLF+_A=+—H 2%
AMEAF=FHRITERDAEE
R HEHARES 0008 (ZEF
NEHARKE1,89087T) -

RBZE_ZEEF+_A=+—H
LtFE BE=ZAERREBALA
ERZE REAMSBEOYE KE
AR o B ULt - )3 7 6 g DA TR L R R
AR¥5,1008 7T (Mi315) ERIE
RomETHER

ARREEZRA/ZEEEEBRAED

& 35 AT 2% B OROR

=



(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

Guarantee for bank borrowings
of a subsidiary A ER

In January 2006, the Company and Foshan Jin Lan collectively
granted a guarantee in favour of Jinxi Jinlan for current
bank facilities amounting to RMB150 million. In accordance
with the guarantee contract, the Company and Foshan Jin
Lan shall bear 60% and 40% of the guarantee obligation

respectively.

As at 31 December 2007 and 2006, pursuant to the
aforementioned agreement, current secured borrowings of
Jinxi Jinlan amounting to RMB150 million were guaranteed

by the Company and Foshan Jin Lan collectively.

The directors of the Company are of the view that to settle
the obligation will not probably cause an outflow of resources

embodying economic benefits.

HE-_ZTTE+tF+_A=+—HLEFE

AW B AR RITE R

2007 2006
—ETLHF —EERF
90,000 90,000

RZZBEANF—A AAREGLESEH
AREE1SEITHRERT Fﬁ%ﬁﬁ%
ALMAREAER- BEEREL K
AE LS A Rl EIE60% KR 40%
BWEREE

R-BELFR_FTERFT_A=T
—H RELAGE ROESHOSER
RBERARE1SRITTIBAARE K
W AR AEE R

ARBEER/ZEEEERRAED
SEMBENRERRL -
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for the year ended 31 December 2007
RE-FTLET-A=t+—RILEE

(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

Capital expenditure at the balance sheet date but not MREFERRAREENE RN

yet incurred is as follows:

To acquire the minority interest
in Jinxing Charging
To acquire interests

in certain mining enterprises

Purchase of property,
plant and equipment
— Contracted but not provided for

— Authorised but not contracted for

The future aggregate minimum lease rental expenses
in respect of land use rights and building under non-

cancellable operating leases are payable as follows:

No later than one year
Later than one year and
no later than five years

Later than five years
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T:
2007
—EELHF
U B 2 B A L A D BROIR R R i
WEE THRBLOEMNEZS
EEME BEIF
— BRI EREE 884,748
—EEREERETH 276,472
1,161,220

pegnnl/((lN

2007

—EELHF

1F A 9,440
1A £ 5F AR

26,394

5F A E 121,314

157,148

2006

|1
0
A
M
_FH

8,900

83,421

92,321

6,599
1,971,348

1,977,947

B R L R RETF A BHE
LHENEMNRRKEHEER 2

17,086
93,571

116,380



(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered

to be related if they are subject to common control.

(a) For the years 2007 and 2006, the directors are of the

view that the following companies and persons are

HE-STLFEF_A=+-ALFE

W— T EERAMERENEN ST =X
BR—THENEVBREERRERE
REEN BAREE - HMEEXARE
B IR AT o

(@ R-ZFEZELFR-_ZFTRFAHNE
ZERRUTRARALTREAEEDN

related parties of the Group: B 7

Name Relationship with the Group

=x BRAEENBEER

Wellbeing Holdings Substantial shareholder of the Company

Wellbeing Holdings RARWEERRE

Smart Triumph Former substantial shareholder of the Company

Smart Triumph RARKBIEEZERR

Tangshan City Jinxi Iron and Shareholder of Jinxi Limited and its legal representative is Mr. Han
Steel Group Co., Ltd. Jingyuan, a director of the Company

("Tangshan Jinxi Group”)

FLmRAMEEEARQA REMERR HEAERRBARAETBHUELLE

(ITELEEEE])

Foshan Jin Lan Substantial shareholder of Jinxi Jinlan

A RO EIERR
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

BE_ZZLFT_A=+—"BLFE (BKEFHEHRAIN FE2EOUNARETTREMN)

(@) For the years 2007 and 2006, the directors are of the (@ RZEZSLFR-_ZTZEFRN &
view that the following companies and persons are ERBUTRARATAEEED
related parties of the Group: (Continued) B (&)

Name Relationship with the Group

=%

Foshan Jin Lan Import and
Export Co., Ltd.
("Jin Lan Import and Export”)
HLSHELE A BRLA]
(TewmELQ])

Foshan Jin Lan Nonferrous
Metals Product Co., Ltd.
("Jin Lan Nonferrous Metals")
FLeHBEELBRRARAA
(leHmEEeeB])

Zhongxing Iron Mine

hBE

Mr. Han Jingyuan
FRAUR ST A4

Mr. Zhou Weijie
JE 2 4 5 A

Ms. Fu Ruiyun
GEEF-E

China Oriental Group Company Limited | Annual Report 2007

EAREENEEF

Controlled by the family members of Mr. Zhou Weijie, a director of

Jinxi Jinlan

REATHMNESARAELENREITH

Foshan Jin Lan’s subsidiary

Jinxi Limited’s associated company

BERB OB E AR

Chairman and Chief Executive Officer of the Company

ARREZEREIFEREFEHITE

Director of Jinxi Jinlan

ROTWNES

The shareholder of Jinxing Charging
2 B R AR



(b)

(B=EEHN -

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

Save as disclosed elsewhere in these consolidated

financial statements, during the years 2007 and 2006,

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:

(i) Sales
() Sales of goods Iy HEEW
— Jin Lan Import and Export — & B
(I Sales of utilities (I HEER
— Jin Lan Nonferrous Metals — &

(ii) Loan received and repayment of loan

()

Transaction with Tangshan Jinxi Group
Tangshan Jinxi Group provided a loan to Jinxi
Jinlan, amounting to RMB30 million for the
year ended 31 December 2006, which was
fully repaid to Tangshan Jinxi Group for the
year ended 31 December 2007.

The loan are unsecured, bore interest at a
rate of 5.85% per annum and repayable
within one year.
2007,
approximately RMBO.5 million was incurred
(2006: RMB1.2 million).

For the year ended 31

December interest expense of

EExE

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

RS

—E=F
— ==

nu\

A

(i)

(i)

FBmRPEHEEN R
TtFER_ZETERFRN EF

B AT E KRB R 5T A
SERAEEBGET:

HE
2007 2006
—ETLHF —EERE
20,803 -
3,509 -

BEERREEERN

()

HEF | FAERNR S
E/Q\%ZE gf/\ﬁ5+:
A=+—BHLFEE &

WEmEEmERSE
RHE—%F AR®3,0008

THER - ZERRNE
E_TTLF+A=
T—RILEFERHER
BILEAEE-

ZERREER RF
M &5 85 B RAR
—FRNEE-BHE_ZT
TLE+-A=1-"8
LFEE BEAWNFE
BERANRARBS0E T
(Z2BAF:ARE
12087T) °
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for the year ended 31 December 2007
Tt+tHEF+-_A=+—RBILFE

&

E_F

(b)

Save as disclosed elsewhere in these consolidated

financial statements, during the years 2007 and 2006,

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)

(ii) Loan received and repayment of loan
(Continued)

(I

Transaction with Foshan Jin Lan

Foshan Jin Lan entered into an agreement

with Jinxi Jinlan and Accordpower in January

2006. Pursuant to the agreement:

Foshan Jin Lan provided a loan
amounting to RMB11.86 million, which
approximated US$1.5 million, to Jinxi
Jinlan in the form of (a) lending of
RMB1 million in cash, (b) repayment
the borrowings to a third party on
behalf of Jinxi Jinlan of RMB10 million,
(c) postponement of interest collection
by RMBO0.86 million approximately, on
condition that Accordpower provided
a loan to Jinxi Jinlan of US$2.25
million.

Foshan Jin Lan designated the existing
receivable from Jinxi Jinlan amounting
to RMB44.67 million as interest-free,
on the condition that Accordpower
additionally provided another loan to
Jinxi Jinlan of US$9.03 million. Interest
expense of approximately RMBO0.44
million was incurred before
Accordpower provided the loan to Jinxi

Jinlan .
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(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

R A

MBmEPEHEEN R
—EELFER_ZEERFNEF
REATHEREE TR ST A
SEREEBET: (B)

(i) WBERREEER (&)

(1

BHFELDEHK S

BLEREZASEH R
BHERER-_TTRF
— AR HZE - RE W
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(1

k-

LSRN @)IRE
ERARK1008
() RFEA S
HMA—BE=HE
EEBERARE
1,0008 7T : (Q)FE &
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THER (N A
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HEREMEAS
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(b)

(B=EEHN -

(All amounts in RMB thousands unless otherwise stated)

MBETBERANARBETTRENMN)

Save as disclosed elsewhere in these consolidated

financial statements, during the years 2007 and 2006,

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)

(ii) Loan received and repayment of loan
(Continued)

(1

Transaction with Foshan Jin Lan (Continued)
During the year 2007, Foshan Jin Lan has
paid certain expenses on behalf of Jinxi
Jinlan amounting to approximately RMBO.2

million.

During the year 2006, Jinxi Jinlan has paid
certain expenses on behalf of Foshan Jin
Lan amounting to approximately RMB0.99
million, which was deducted from the loans

provided by Foshan Jin Lan.

All the above loans granted by Foshan Jin
Lan in accordance with the agreement are
unsecured, interest-free and repayable only

after five years.

(iii) Loan provided

The Group provided a loan to Zhongxing Iron

Mine, amounting to RMB9.8 million in November

2007. The loan is unsecured, interest-free and

repayable within thirteen months.

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

BRAGZEMBRERPEREIN R
—EEHFR_TERNEFNES
RRATOEREY TR HTIFA
SERFEEBKET: (B)

A

(i) WAERKREEER (&)

() EFELEEES (&)
RZZEZELFR-FHIL
CHERREZASH X
AR 208THE
TFER-

RZEEXER 2E
SHERRMLSHS
09N R M998 TE 05
TEA RERANE
15 L1 B B 4R 2 40 B 3
PR -

FTA Lt L& B R IZ
BERLENERERE
KR 28 RRERE
FRIEE-

(iii) REEK
R-_ZTLFE+—F AKHE
AP EEEREERARE
9BBOE T RERSEEA %
EERt=EAREE-
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for the year ended 31 December 2007 (All amounts in RMB thousands unless otherwise stated)

HE-_TTLF+_A=+—BLFE

(c) As at 31 December 2007 and 2006, the directors were
of the view that the following related party balances
were attributed to the aforementioned related party

transactions, amounts paid on behalf of the Group,

(BEBHERIN IEEEONARE T TRENMN)

R-BELFR_FEARFT_HA
=t+—B EEZRBUTHEB &
PRIV LB T X5 RRAE
BEXNORE ERFEANK

dividends appropriation during the years.

Amounts due from related parties
— Zhongxing Iron Mine (Note 37 (b)(iii))

— Jin Lan Import and Export

Amounts due to related parties
Non-current

Borrowings from a related party:
— Foshan Jin Lan (Note 37 (b)(ii))

Current

Borrowings from related parties:
—Tangshan Jinxi Group (Note 37 (b)(ii))
— Ms. Fu Ruiyun

Dividends payable due to
— Tangshan Jinxi Group

- Zhongxing Iron Mine

Others:
— Mr. Han Jingyuan

— Foshan Jin Lan
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BARmES-

2007 2006
—EELF TEENF
JE U A B 5 FROE
— R EIEZE (M 5E37(b)ii) 9,800 =
—WERO 1,255 =
11,055 =
JE 1~ R B 7 3B
3 Bl E7
Eal e e Ok =
— L8 (B E37(b)ii)) 55,733 55,529
BN HA
BB 5 IR A 15 5K
—E SRR EE (B E37(b)ii) = 31,194
—ImELL = 16,783
= 47,977
ENTFUATEERNRKS
—BlLEREE 4,947 5,391
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7,482 7,926
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(Al amounts in RMB thousands unless otherwise stated) for the year ended 31 December 2007

(B=ZEEBHN  FEEZEOUARBTTAEM)

As at 31 December 2007 and 2006, the directors were
of the view that the following related party balances
were attributed to the aforementioned related party
transactions, amounts paid on behalf of the Group,

dividends appropriation during the years. (Continued)

Except for the loan provided by Foshan Jin Lan and
Tangshan Jinxi Group and the loan provided to
Zhongxing Iron Mine as disclosed in Note 37 (b)(ii),
(iii), 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

amount due to a related party are as follows:

Carrying amounts

FRMEE DFE

—RFLF

& 1~ B Bt 5 O R 0R

Amount due to a related

party

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 borrowings rate of
7.74% per annum (2006: 6.48% per annum).

No provision has been required for the years ended 31

December 2007 and 2006 for the loan made to related

parties. The related parties have no default history.

HE-STLFEF_A=+-ALFE

(0 RIZEZELFER-ZTERFTA
=+—H EERR/UATHEF &
BRIE EMBEE RS RERASE
EEXfNHRIE - FEFE AR
BEnlimES. (&)

BB EE37(0)Gi) ~ GiDFT M E M L4
MEELEASEMRENERK
] AR LR R BN B S
R REER 2EREEREE
EHfo

FEf R B 5 9 IE BN A R IB AV BR T (B
EAFERT:

Fair value

2006 2007 2006
ZETREF ZBRLFE ZTTRHF

55,529 44,013 42,746

ET R LT K - BT RAEE 77 & B) BA 5K 18
MAFERAETRRODTFEHER
HEEEE A FERTRESREFE
FTREABRFENER7 748 (ZTZ X
F HF648%) BH L.
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for the year ended 31 December 2007

&

E_F

E+E+_R=+T—-HLEFE

Saved as disclosed elsewhere in these consolidated financial

statements, the significant subsequent events of the Group

were as follows:

(i)

(i)

(iii)

On 26 March 2008, the directors of Jinxi Limited
proposed a final dividend of RMB295 million in respect
of the year ended 31 December 2007.

On 18 February 2008, Jinxi Limited entered into an
agreement with Foshan Jin Lan and Accordpower to
acquire 21.50% and 13.21% equity interests of Jinxi
Jinlan held by these two parties respectively. The total
consideration was US$4.69 million (approximately
RMB33.78 million equivalent) and US$2.88 million
(approximately RMB20.75 million equivalent) in the

form of cash respectively.

On 20 February 2008, Accordpower, Jinxi Limited and
Foshan Jin Lan had entered into a capital injection
agreement to increase the share capital of Jinxi Jinlan
by US$25.35 million.

On 14 January 2008, Mittal Steel Holdings AG (“Mittal
AG") made an unconditional mandatory cash offer to
acquire all the disinterested shares. A comparable offer
were also made and extended to option holders for
the cancellation of all share options which are

outstanding.
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(All amounts in RMB thousands unless otherwise stated)

(BEBHERIN IEEEONARE T TRENMN)

BRAREAMBHRRTFCERBIN AEEE
NTEAEERRSEER:

(i)

(iii)
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(iii)

(All amounts in RMB thousands unless otherwise stated)

(B=ZEEBHN  FEEZEOUARBTTAEM)

On 14 January 2008, Mittal Steel Holdings AG (“Mittal
AG") made an unconditional mandatory cash offer to
acquire all the disinterested shares. A comparable offer
were also made and extended to option holders for
the cancellation of all share options which are

outstanding. (Continued)

The unconditional mandatory offering was closed on 4
February 2008. The offeror has received valid
acceptances in respect of (a) 557,372,740 shares under
the share offer, representing approximately 19.0% of
the total issued share capital of the Company; and (b)
89,700,000 share options under the Option Offer,
representing approximately 100% of the total
outstanding share options at the commencement of
the Offer.

After the completion of unconditional mandatory
offering, all the employees who owned the share option
granted on 26 October 2007 have accepted Mittal AG's
unconditional mandatory offering with the total
consideration of HK$1.115 per share. All the
89,700,000 outstanding options at 14 January 2008

have been cancelled.

These consolidated financial statements were approved by
the Board on 27 March 2008.

for the year ended 31 December 2007

HE-STLFEF_A=+-ALFE

(iii)

ZZEZE)NF— A+ WMA - Mittal
Steel Holdings AG ( [ Mittal AGJ)
RE—EEEHAFIERSELN.
NKRE2HENESHEER KD 5
SNERIBERRER B AR —HES
BN UEHEMEmRTENE
PRt (&)

EitE R ZENBER =T
NFZAMBEHIE-ZHAKED
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A summary of the consolidated income statement and of the
consolidated assets, liabilities and minority interest of the Group

for the last five financial years is as set out below:

Revenue

Profit before income tax
Income tax expense

Profit for the year

Attributable to:

Equity holders of
the Company
Minority interest

Total assets
Total liabilities
Minority interest

WA

B AT 15 7% A1 04t A
PEHER

F 2 it A
i
AABEZFA A

DR RS

MEE
BAIE
DB R
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2007
—RFLE
RMB’000
AR%F 5

13,498,555

1,450,354
(256,617)

1,193,737

1,159,657
34,080

1,193,737

2007
—RFLF
RMB’'000
AR¥T 7T

10,162,120
(3,466,016)
(147,414)

6,548,690

LR B EL = A R E M BRF E AR
REE-BEHRD i

20 B R 2

Year ended 31 December

BE+-A=1t—HLHFE

2006
—BEAE

= =

RMB’000
ARBTT

9,782,116

1,233,236
(210,886)

1,022,350

1,032,754
(10,404)

1,022,350

2006
—EEREF
RMB'000
ARBET T

8,221,367
(2,619,918)
(122,322)

5,479,127

Audited
BER
Restated
E]
2005 2004
—ETERE —TTNE
RMB’'000 RMB’'000
AREFTT AR®BTT
9,182,693 9,118,875
1,004,196 1,175,832
(157,081) 33,686
847,115 1,209,518
846,585 1,181,006
530 28,512
847,115 1,209,518
Audited
BER
Restated
E]
2005 2004
—ETRHFE —TZEWMF
RMB’'000 RMB’'000
AR TT AR®TT
8,152,862 7,481,892
(3,420,767) (3,481,028)
(138,643) (115,524)
4,593,452 3,885,340

BRI

/EI\
BEE AT :

2003
—TT=F
RMB’000
ARET T

5,277,874

1,142,666
(40,018)

1,102,648

1,076,290
26,358

1,102,648

2003
—EE=F
RMB'000
ARETT
3,876,614
(2,907,580)
(23,168)

945,866



