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Item 2

BHSFALBROGEERELS
ANGANG NEW STEEL COMPANY LIMITED

(a joint stock limited company incorporaied in the People’s Republic of China with limited lmbllxrv)

2000 Annual Results Annocuncement

The Board of Directors (the “Board™) of Angang New Steei Company Limited (the “Company”) is
pleased 10 announce the nudited consolidaled resalts of the Company for the year ended 35t
December. 2000. together with compar tive figures for 1999 and 1998 as follows:

PREPARED IN ACCORDANCE WITH INTERNATIONAL ACCOUNTING STANDARDS
1AS")

For the year ended 315t December
2000 1999

1998

(restated) (restated)

Rmb’000 Rinb"000 Riy"000

Turnover 9,767,000 6.907.996 5.681.410
Profit before taxation 754,877 427,503 226.106
Taxation 263,482 132,082 68,668
Net profit 491,395 295 421 157.437
Total asssis 9,487,198 6,894.041 6,300.720
Total Lisbilitics 2,267,402 1.439.401 1.166.231
Sharcholders” funds 7,119,796 5.354.640 5.134.489
Netassets per share Rmb2.47 Rmb2.13 Rmb2.05
Eamings per share (weighted sverage) Rebi), 188 Rmb0.118 Rmb0.063
Retumm oa net assets 681% 552% 301%

PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS

I The Compuny recorded total profit of Rmb752.422.000, of which profit from principal
operations amounted to Rmb1.032.303,000: profit from other opemting aclivities amounted
to Rmb23,236,000; net loss [rom non-operating activities amounied to Rmb4.544.000: the
aggrezste smonnt of expenses was Rmb298.573.000. Net cash flow from operations was
Rmb$90.230.000 and nel increasc in cash and cash equivalent was Rmb631.424.000.

2. The Company recorded nel profit of Rmbd91.395. ooo uader 1AS snd net profit of
Rmb485.749.000 under PRC of Rmb1.646.000 is
doe to increase in profit of Rmb2.455.000 from lmomslmn of intangible assets and decrease
of profit of Rmb809.000 from reduction of deferred tax.

3. Major ecconnling dats and finsncial indices:
Item For the year ended 315t December
2000 1999 1998
Rmb*600 Rmb'000 Runb 000
11} Revemue fmm principal
operatiol 5,793,150 6.923.142 5.692.330
() Nea Pmﬂl 489,749 291.261 123778
(3)  Total assets 9,565,110 6,971,340 6382179
¢4)  Sharcholders'funds 7,017,861 5431919 5.140,678
5y Eamings per share (diluted) Rmb. 168 Rmb0.12 Rmb0.049
(6)  Netassets per share (diluted) Rmb2.41 Rmb2.16 Rmb2.05
(T)  Adjusted net asscts
per share (diluted) Rmb241 Rmb2.16 Rmb2.05
18)  Return on net assets 6.98% 5.36% 241%
%) Ratio of sharcholders fonds 1.37% 71.92% 80.55%
110y  Eamnings per share
(weighted averge) Rmb0.157 Rmb0.12 Rmb0.049
Return on net assels 8L1% $31% 242%
Nones:
1. Thecalculaion formalac in respoct of mujor financial Indices arc s follows:
2. Netassets pershore = *funds st number of shares
at year end
b, Esrnings per share = net profitfag gregato komber of weighted avesage shares for the yerr
c. Retarn on net ausets per share = net profit/shareholders’ funds a1 year end x 100%
2. Censin comparative figures have been adjusted as  result of changes ia accovating policy for

proposed dividend in order to comply with 1AS 10 Evenis After the Balance Skeet Date trevised
1999) and alsa for provision for major averhan! in order to comply with LAS 37 Provirions, Contingent
Liabilities and Contingent Assets.

3. Changes in sharcholders” interests during the reporting pesiod (in accardunce with PRC Accoanting

Standards)

Inchuding:

Statatery

Shn Copitsl Snphes puslie | Uniktrivated

L cupiual reseeve esree | el fend proftt T
A 2t 13t hanary. X000 d 8216 13436 92573 BB SBL9W
factsase during 3000 LEER 249843 - - W 1HLSY
Traasher o stamicry reserves - - 295 s 9% ) -
Dindenis - - - - 626157 (3626151
AvatSIn Dewanber 200 293 B0 2I0% 141,848 WA KL

Reasons for chunges:

The Company issucd convenible debentures of Rmb1.$ billion in the PRC from 1515 Mareh, 2000 to
17th March, 2000, As a1 31 Deceinbes, 2000, such debentures had been coaverted 1o 408,943,331
A shered.

OPERATIONAL RESULTS FOR 2000

The Campany recorded net profit of Rmb491.395,000 under [ntemations] Accotnting Stendards
for the year ended 3151 December. 2000. represcating an increase of 66,34%, as compared with the
previons year: and basic carnings per sharc were Rmb0. 188,

In zccordance with PRC Accounting Standanls. the Company recarded net profit of Rmb4§9.749.000
for the year ended 315t December. 2000, represeating an incrense of 68, 15, s compared with the
previous year; and weighted sverage camings per share were Rmb0, 187,

BUSINESS REVIEW

1n 2000, the iron and stee! market in the PRC has recovered and the price of stecl producis increased.
The ovenall prices of the Company’s steel products increased by 8.57% as compared with 1999.
which helped to improve the Company's proitability during the year. The Company made various
cffons to cnhance ils sales aad marketing. reduce costs. sirengthen science and technology
development, improve its product mix and increase product quality. All these efforts contributed to
the steady growth of the Company's efficiency.

1. Production of major products

In 2009, (he Company produced 3.562.000 tonnes of steel prodacts. representing an tncrease
of 21.45% as compared with 1999, of which cold rolied sheets accounted for 1.060.000
tonnes. representing an increase of $.31% from 1999; wire rods accounted for 946.000
ionnes, representing the same level of that in 1999; thick phl:s accounted for 797.000
tonnes. representing an increase of 28.8% over 1999: large section plant prodaced 759,000
tonnes of steel. In addition. sieel smelting plant pmlu-:ui 1,847,000 onnes for the period
from April to December, 2000,

2. Marketing activitics

1o better and increased domestic market demand
'r steel products in 2000, the Cumplny adjusted its sales and marketing slm:gm and
engthened market analysis and planning. !t also made flexible matkeling strniegics to
stain existing clients and develop new markets, In additon to further maintaining the
smain sale channels and network. the Company focused on participaling in tenders of the
State westem development and other State major projecte. The Company formulated a
marketing strategy for the westem region o the tenders of road, irrization. rilwa s, heat
sopply. and oil and nateru} gas projects. In 2000, the Company suceeede securing the
following tenders which are the State's focused projects: waler pipe Lines in Dalian, Qinchuan
railwny. Daging. Three Gorges, San Men Xia, Xinchang ronte. Shuo Huang mute, Xi Kang
route, wind power stalion in Xinjiang and Shen Mu ta Yan'an route.

152000, 1he Compeny sokd 3.515.000 tonnes of steel products which resulted in a produciion
to sales ratio of 98.7%.

3. Strengthening of the Company’s product mix and product development in order to increase
econnmic efficiency

The Company formulated specific plan for developing high-efficicnt products and made it s
part of the economic sesponsibilily system. A development group was established for this
purpase. These measores not only increased the variety of the Company’s products but has
atso achieved cconomic efficiency.

4. Gradusl improvement in product mix by testing. developing and marketing new products

P

n

1303

PROFIT APPROPRIATION PROPOSAL FOR 2000 AND ESTIMATE FOR 2001 PROFIT
APPROPRIATION

In accordance with PRC regulations. the Company trensferred Rmb48.975.000 (10% of the net
profit of Rmb489.749.000 for 2000 under PRC Accounting Standards) to each of the statmtory
serplus reserve and the statutory public welfare fund. The undistributed protit at the beginning of
2000 was Rmb385,032.000 and the distributable pmﬁl 35 at 315t Decemmber, 2000 was
Rmb976.831,000. The Board reconunends the profit appropriation for 2000 to be Rmb0.0% in cash
per share on the basis of 2.917.943.331 shares 2s recorled as at 3151 December, 2000. Dividend for

1n 2000. the Company made effonts to conduct research. testing and ion of new steel
products in order ta enhance jis product mix, There were 16 new products developed in
2000 and it resulted in considerable cconomic efficiency.
5. International centifications

In June. 2000. the Company was officially prescnted *1S014001 Emvironmenta} Management
System Certification™ and "UKAS Ci wpon by i experts,
The Company is the first large enterprise in Luonlng Province to be awarded such
accreditation, The Company thus oblained 8 “grecn pasa card™ for its products both
domestically and internationally, The Company's corporate image has been well established.

ANALYSIS OF FINANCIAL AND OPERATIONAL STATUS

(n fance with PRC g
Increase Ressons
1tem 2000 1999 idecrease for change
Rmb*000 Rimb'000 (%)
Total asscts 9,565,110 6571340 3721 1)
Long-term liabilitier 278,900 240,000 1329 ®)
Shareholders™fund 7,017,861 5.431.939 29.20 ©
Profit from principat
business 1,032,303 587,045 75.88 ()
Net profit 489,749 91,261 68.13 ()

(1) Increase in lolllvlssels is mainly sitibutable to increass in deposit owing to the issue of
convertible debentures of RmbL.5 billion in the PRC during the period from 15th to i7th
Merch, 2000, and increase in profit for the year.

(b)  Increase in long-term liabilities is the balance of unconverted comvertible debentures.

(c)  Increasein shorcholders’ fund is srtritutable to 409 million shares converted from convertible
debentures which increased capital reserve by Rmb9350 miltion.

(d)  Increasein profit from principal business and net profit is aitribotable 1o the profit from the
Lasge Section Plani for the whole year. the profit from steel smelting plant as well as increase
in prices of some of the Company’s products.

PROSPECTS FOR 2081

The Board idered that there are ad: it ges of external for the
development of the Company in 2001, One vflhe bcnzﬁnul faclors is that the State is expected to
continue to adopt positive financial policy and » steady monetary policy to incresse investment.
especially in western China development. which may further trigger consumption. In view of this
situation, the steel market will be further improved. Morcover. the State is expected to continue to
implement total volume contro) and close *five-small” enterprises. This would lead to stable steel
prices in the PRC. From an internal perspective, the Company has many advantages. First, the
Company is a domestically and overseas listed company. and is well-known in both the PRC and
overseas, Second, technology renovation projects will be completed gradually and will bring new
economic growth 1o the Company. Third. the Company has a rmtional ﬁnlnclnl suucmm -nd high
potential for further development, Fourth, the standard of
and production technology has been enhanced. thus reinforcing market competitiveness of the
Company. As to the disadvantages first, the Company will face chllenges from international market
competition after China’s anticipated accession ta the World Trade Orgenisztion (the “WTO").
Second. competilion within the industry will be more Berce in the PRC, and third. the oversupply
of iron steel products in the PRC is expected to conlinue.

1n 2001, the measures for the production and operations of the Company are as follows:

1. To be market-oriented, 1o sales and i to develop more
markets snd to maintain the mbnluy of the main sales channels, In in line with

listed Reaminbi ordinary shares is tax inclusive. This proposal is subject to the opproval
a1 the Company’s annus] gencrsl meeting for 2000,

The Company proposcs to appropriate profit in 2001, The ratio of the net profit of 2000 to be
distributed ss dividend is not less than $0%. The nadisributed profit as a1 31st December. 2000
will not be distributed as dividend for the next yesr. The appropriation will be mainly in form of
cash dividend. The actual distribution method will be subject to the Company’s situstion ni the
time. This proposal is subject to the spproval ot the Company's annual general mecting for 2000,
PROFIT DISTRIBUTION FOR TIIE REPORTING PERIOD

There was no profit distribution during the reporting period.

MAJOR SUPPLIERS AND CUSTOMERS

In 2000, the cost of raw materials purchased from the Company’s five larpest suppliers re presented
B7.44% of the Company's total purchuses for 2000, of which purchascs from the largest supplier
represented 86,13% of the Company’s total purchases. The sales to the Company's ten largest
costomert in aggregaie represented 39.46% of the Company’s lota] tumover for the year.

Angang Holding. the Company’s haldmg cnmplny is lh= Cnmplny : fargest snppher of raw
raterials. None of the disectors, super eir any . to the
knowledge of the Board of Direstors. hold mure than 3% of the shm-.s of the Com(nny hn interests
in the supplices or customers mentioned above during the year,

CODE OF BEST PRACTICE

To the knowledge of the Board, the Company had throughout the year complicd with paragraphs 1
to 13 of the Code of Best Practice. as set oul by The Steck Exchange of Hong Kong Limited (the
“Stock Exchenge”) in Appendix 14 to the Roles Goveming the Listing of Sccurities on the Stock
Exchange.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

Each of the executive directors and supervisors of the Cospany has entered into a service contmct
with the Company for an initial term of 3 years commencing from 8th May. 2000, The newly
elected directors and sapervisoss hold the same tennre as that of the other members of the Board
and the Supervisory Committee. No director or supetvisor has entered into any service contract
with the Company which may notl be terminsted by the Company within onc year without
compensation other than stamtory compensation.

PURCHASE, SALE AND REDEMPTION OF LISTED SHARES

During the year ended 315t December. 2000. there was no purchase. sale or redemption of the
Company's listed shares by the Campany or any of its subsidiaries.

PRE-EMPTIVE RIGHTS

In accordance with the Articles of Association of the Company and the laws of the PRC. no pre-
cmplive fights exist that require the Company to offer new shares (o the cxisting sharcholders in
proportion 1o their shureholdings.

DIRECTORS' AND SUPERVISORS’ INTERESTS IN CONTRACTS

During the year, none of the directors or supervisors of the Company had any interests in the
contracts to which the Company or any of its subsidiaries was a party.

TRUST DEPOSIT

As at 315t December, 2000, the Company did not have any trust depasits placed with sny Gnancial
institutions in the PRC and did nol encounter any difficodtics in making withdrawals of the
Company’s deposits with benks.

FIXED ASSETS

Movements in the fxed assets during the year are seit 0t below in this announcement,
RESERVES

the State’s development sirategy in westem China. the Company will use its best efforts to
develop the western China market, Export wil! also be enhanced so as ta provide the
Company’s production and operation with a good environment in order to achicve 1 100%
production-to-ssles ratio.

2. Toi s comprehensive central system 50 as 1o enstre stable and efficient
production.
3. Torely on science and technology. to strengthen technological innovation, and to focus on

types. guality and efficiency of its product development.
4. To further enhance corporate internal reforms and 1o establish a new human resources
incenlive system.

5. To carry out “management sample projects” 50 as to strengthen corporate management and
to achieve in full innovative management,

USE OF PROCEEDS FROM CAPITAL RAISED
The Company issued 890,000,000 H Shares and 300,000,000 A Shares in July and November 1997
respectively. raising u letal of approximately Rmb2.633.000.000. In March 2000, the Company

issued convertible debentures of Rmb1.500.000.000, with net proceedi of Rmb1.480.000.000. in
the PRC, The use of these proceeds are as follows:

Amaont
Gross  of Proczeds ual
Capital Expenditore Projects Investment for investment  lovesiment Project Fropress
Romb 000 Rimb"000 Rmb 000
1 Constructivn of the 2.400.000 LT50000 1222710 Completed
steel smelting plant
2 tastallstion of the
combined pickling and 700000 550.000 639.630 Installion of mechanical
continuous rolling line equipment was
compleled. Accunate
adjustment has beea
made. Trial production
was sturted in May
3 Joint venture vn the 250000 230,000 930 A prediminary juint
construction.of gatvanized venturs agreement
steel production tine . with Thyssen Stah! AG
was signed
EN Constrictivn of cutling and 60,000 30000 60,000 Completed
packoging line
S, Renovaion of cold rolling plist  1.950.000 - - Profiminay work in progress
6. Renovation uf No.2 and No.3 100.000 - - Prediminary work in progress
cutting line
1 New distribution center 180.000 - - Preliminary wixk in progress

As the construction period for most of the shove capital expendilure projects is expected to be
compuratively long. the Company has therefore spplitd an amount of Rmb840,000,000 out of the
proceeds for the repayment of its bank foans and loan from Angang Holding in order to reduce its

finuncial expenses. The balance of the proceeds of Rmb1.078.280,000 is presently deposited with
banks. .

PRINCIPAL ACTIVITIES

The Company is & lnrge steel product manufacturing enterprise in the PRC. 1 is principally engaged
in the production and ssle of billets. wire rods. thick plales. cold rolled sheets, heavy rails. pipe
billets and large steel products. The Company's products are sold domeslically in the PRC and are
also exported to the United States, South Korea, Jupan. the Philippines. Evrope and in Southeast
Asin,

A geogruphical enalysic of the Company’s turnover is sct ot below in this snnouncement. All of
the Company’s business operations are conducted in the PRC.

in the reserves during the year are set oat below in this announcemeni,
STATUTORY PUBLIC WELFARE FUND

Details of the statotory public welfare fund in terms of its narare. application, movement and basis
of calcnlation (including the percentage used and amount of profits for calcutation) are set out
below in this announcement.

EMPLOYEE RETIREMENT SCHEME

Details of the employee retirement scheme are set oot below in this annauncement,
CONNECTED TRANSACTIONS

Detsils of connected ransactions for the year are set oat below in (his annonncement. The
independent board commitiee of the Company has confirmed that (i) all the connected transactions
entered into by the Compeny during 2000, ia relation (a recurring business tmnsactions. have been
entered into in the ordinary and usual course of its business: either on normal commercial teems or
on terms that are fair and reasonable so far as the sharcholders wre concerned; and (i) the valne of
each category of connected transsctions has nol exceeded the respective prescribed cap as stated in
the Company’s H Share prospectus issued on 15th Joly, 1997,

PRACTICE NOTE 19

The Company did not edvance eny money to any entity whlch accounted for over zstx- ol xh:

Company’s nel asscls, nor provide any financial assist: 10 any of its

which accounted for over 25% of the Complny s net assets. The Company's mnlmllmg shareholder,

Angang Holding, did not pledg e any of its shares in the Company to secare any debls, guarantces

or other support of obligstions of the Company. nor make any loan sgreements imposing specific
on the

AUBITORS

KPMG (Certificd Public Accountants in Hong Kong) and KPMG Peat Marwick Huazhen (Registered
Accountants in the PRC) were -ppeml:d as the Comp-ny s international and domeslic suditors

ively in 2000. A 3 of KPMG and KPMG Pest Marwick
Hu-zhen s the Company s inlernationa] and domestic anditars respeclively for the year 2001 will
be proposed i the forthcoming annua) general meeting 1o be held on 16th May. 2001,
MOVEMENT IN SHARE CAPITAL

As at 315t December, 2000, the equity strocture of the Company was as (ollows:
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(a joint stock limited company incorporated in the People's Republic of China with limited liability)
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SHAREHOLDERS’ PROFILE

I

0.

As 3t 315t December, 2000. there was a 1otal of 118.414 sharcholders in the Company. of
which 1.179 are holders of H shares.
As 81 315t December. 2000, the len major shareholders of the Company snd their respective
shareholdings were as follows:
Number ol Net increase or Perceatage
shares held decrease in 2000 of shareholding
(share) (share) (%)
1,319.000.000

Name of sharcholders

Angang Holding

HKSCC Nomminees Limited 84B.533.999 5.548.500 29.08
LO HON MAN 5.000.000 —_— 0.17
CITIC Secusities Co.. Lid 3.250.409 - 0.11
Tianjin Taida Center Co., Lid 2709393 - 0.093
Shanghai linghua Chuangye

Investment Co.. Lid 2.407.096 - 0.082
Shanghai Dacrdeng Enterprise

Investment Co.. Ltd 1.912.390 -— 0.065
Shengen Wanguo Securities Co.. Ltd 1517.451 - 0.052
LAN SAU YING CATHY 1:200.000 - 0041
BAO XTNGFEN 1.047.302 —_ 0.036

DETAILS OF SHAREHOLDERS HOLDING 10% OR MORE OF THE COMPANY'S ISSUED
SHARE CAPITAL

)

Angang Holding

Legal representative is Mr. Lia Jic.

The princips) businesses of Angang Holding include the production of steet products, metal
products. casl iron tubes. metal strucmres, metal wire and products, sintering and coking
products, cement. power generation. metallurgics] machinery and parts, electrical machinery.
clectricity transmission and supply. meters of control facilities. mining of iron and manganese
ores. extraction of and refractory earth and stone.

HKSCC Nominees Limited

HKSCC Nominees Limited acts as a nominee only, nnd the H shares held by the participants
in the CCASS system accottnted for not more than 10% of the total share capital of the
Company as a1 315t December. 2000. None of the shares held by shareholders with 3% or
more of the total number of sheres of the Company was pledged or frozen during the period.

PARTICULARS REGARDING THE NAMES, NUMBER OF SHARES HELD BY THE
CURRENT DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT AT THE
BEGINNING AND THE END OF THE YEAR, AND THE CHANGES IN THE SHARE-
NOLBING DURING THE YEAR

SHARES HELD BY DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

As at 31 December. 2000. interests in the Company's issued share capital held by directors.
supervisors and senjor management were as follows:

Number of Number of
sharea held shares held
as at ts1 Change for as at 315t
Name Pesition January, 2000 theyear  December, 2000
ishorey {share) ishare)
LIU Jie Chsiman 5,000 0 5,000
CAl Denglon Vice Chaimman 0 [ ]
YANG Hea Vice Chairman 0 o ld
YAO Liz Director, GM $.000 [ 5,000
WANG Beolin Director 5.000 [ 5,000
LI Zhongwu Direstor, Depaty GM 0 0 [}
ZHANG Lifen  Director. Deputy GM 0 0 0
LU Xigafizag Director, Depoty GM 5,000 0 5.000
FU Jibui Direcios, Depaty GM 5,000 [ 3,000
YU Wazyvan Non-cxecotive Director o [ [
YANG Tiaajos independent
Noa-executive Director o 0 0
HO Ying Indepeadeat
Non-execttive Director 0 0 o
Vesantins TAN ndependent
Nog-cxeculive Direclor 0 0 a
QU Cang Supervisar 0 Q Q
ZIQU R Sepervisor & Chaimen 5,000 0 5.000
of the Laboor Unioa
of the Company
JIN Zooyong Supervisor 5.000 0 5.000
Total 25 000 35 000

REMUNERATION OF TIIE DIRECTORS AND SUPERVISORS

The total remuncmtion and bonus paid to directors and supervisors of the Company in 2000 amounted
10 Rmb716,134 and Rmb2 10.000 respectively (excinding the retimment scheme contributions). In
respect of the total remuneration paid to directors, Rmb20.000 was allocated to non-executive
directors and Rmb2 800 was allocated to independent nonsexecutive dircctors.

In 2000, the five highest paid individuals of the Company were all directort of the Company.
DETAILS OF GENERAL MEETING

On IstJune, 2000, the Company convened its 2000 anrmal general meeting at Angang Dong
Shan Holel. 108 Dong Fong Streel. Tie Dong District. Anshan City. Lisoning Province. at
which the shateholdess present in person of by proxy held 1,375 464,100 shares,

On 30th March. 2000, the Company convened an cxtraordinary gencral meeting sl Angang
Dong Shan Hotel. 108 Dong Fang Sueet, Tie Dong District. Anshan City, Lisoning Province.
a1 which the shareholders present in person o by proxy held 1.356.700.800 shares. which
represented $4.07F of the total share capital of the Company. These constituted a quorim
by virme of the PRC Company Law and the Anicles of Associstion of the Company. The
following resolutions were approved al the meeting:

2. Resolation reganting re-assessment of the scope of raw materials in the Agreement
of Supfly and Service:

b, reganding of the p 3 cap of public uilities exemption
in the Agreement o! Supply and Service: and i

c Resolution regarding processing molen iron with material bought from Angang
Holding.

The of the nbx d meeting was issued in China Securities Journal

and Securities Times in the PRC and. Hong Kong iMail and Hong Kong Economic Times in
Hong Kong on 31st March, 2000.

On 18th October, 2000. the Company convened an exiraordinary gencral mecting at the
Company’s mecting room. st which the shareholders present in person of by proxy held
1,431.465.000 shares, which represented 50.58% of the total share capitz! of the Company.
These constitued a quorum by virrae of the PRC Company Law and the Articles of Association
of the Company. The foliowing resolutions were approved st the mecting:

Appointment of Mr. Cai Denglon as an executive director of the Company:
Appointment of Mr. Yang Hua a5 an cxecutive director of the Company:
Appointment of Mr, Li Zhongwu ss b executive ditector of the Compeny: and

& 0o o.

Appointment of Madsm Zhang Lifen 85 wn executive diseotor of the Compsny.

The sanouncement of the above-mentioned meeting was issued in China Securities Journal
and Securities Times in the PRC and, Hong Kong iMail and Hong Kong Economic Times in
Hong Kong on 19th Octobex. 2000.

REPORT OF THE BOARD

The i
Secarities Times in the PRC. and Hong Kong iMail and Hong Kong Economic Times in Hong
Kong on 10th Nnvember 2000.

QOn 10th April, 2000, the Company convened the cleventh meeting of the first Board at the
Conference Room. Angang Dongshan Hotel, Dusing the meeting. resolutions rgarding the
following were considered and approved:

e the 1999 working report of the Board:

b, the 1999 annusl report and its summary:

c the 1999 sudited financial statements of the Company:

d. the profit distribution plan of the Company for 1999;

e, the remunerstion of the directons and the sopervisor of the Compsny for 1999:

[ the re-eppointment of the Company’s international and domestic auditers for 2000
and the authorisation to the directors o determine the suditors’ remuneration;

I8 the appointment of Central Cleating {Registrars) Company Limited to issue and seal

the Company's new shares from [st April. 1999 1o 29th February. 2000. The share
number is from 45587 to 46279: and

B the resolution of the election of members of the Comupary’s sscond Boxrd.

The of the ab mecting was issued in China Secunities Journal
and Securilics Times in the PRC. and Hong Kong iMail and Hong Kong Economic Times in
Hong Kong on 11st April. 2000.

On 1st Junc. 2000, the Company held m nsr mesting onhe second Board 2t Angang Dong

Shan Hotel. at which the following were 2nd app

2. the election of Mr. Lin Jie as the Choirman of the Company's second Board:

b. the clection of Ms, Yang Baoxing as the Vice Chaitman of the Complny s sccond
Board:

€. the clection of Mr. Tang Fuping as the Vice Chairman of the Company’s second
Board: and

4. the clection of Mr. Fu Jihui 15 the Bosrd Secretary for the Company’s second Board.

The snnouncement of the sbove-mentioned meeting was issued in China Securitics Journal
and Sccurities Times in the PRC. and Hong Kong iMail and Hong Kong Economic Times in
Hong Kong on 2nd June. 2000.

On $6th Angust. 2000. the Company held its second meeting of the sccond Board at Angang
Dong Shan Hetel. at which resclutions regarding the following were considered and
spproved:

[N the Company's interim report for 2000,

b, the Company'sinterim profit distribution proposal for 2000; no distribution of interim
profit was declared and no transfer from the Company's common reserves to its
share capital was made during the period:

3 acceptance of the resignation of Mr. Yang Baoxing as Direclor of the Company;
4. acceptance of the resignation of M. Tang Fuping as Director and General Manager
of the Company:

¢ appointment of Mr, Yeo Lin as General Manager of the Company:

L appointmient of Mr, Li Zhongwu, Madam Zhang Lifzn, Mr, Fu Jihei, Mt Lu Xianliang
and Mz, Fu Wei us Deputy General Managers of the Company: and

I8 sppoistment of Mr, Cai Denglow. Ms, Yang Hua, Ms. Li Zhongwu and Medame Zhang
Lifen as Executive Directors of the Company and submission of such matters to the
next genersl meeting for approval.

The knnouncement of the above-mentioned meeting was issued in China Sccurilies Journal

and Securities Times in the PRC. and Hong Kong iMail and Hong Kong Economic Times in

Hong Kong on 17th August, 2000.

On 9th November, 2000, the Company convened its third meeting of the second Board at

Angang Dong Shan Hotel, at which resolutions regarding the following were considered

and appraved:

a.  uppointment of Mr. Cai Denglou and Mr, Yang Hus as the Company's Vice Chaiman:

b i ofthe it

rate of the Company's xed usscls,

of the abo d meeting was issued in China Securities Journsl and

54.82% of the toul share capital of the Company. These constituted a quoram by virtue of
the PRC Company Law and the Articles of Associztion of the Company. The following
resolulions were approved sl the meeting:

A the 1999 report of the Board:

b. the 1999 report of the Supervisory Comrnittee:

<. the 1999 sudited financial statements of the Company:

d. the profil appropriation plan of the Company for 1999;

e.  the re-appointment of KPMG and KPMG Peat Marwick Huazhen as the Company's
international and domestic andilors respectively for 2000 and the authorisation to
the Board to determine (he anditors” remusneration:
the remuneration of the directors and the supervisors of the Company for 1999

& theappointment of Mr. Lin Jic. Mr. Yang Baoxing. Mr. Tang Fuping, Mr. Wang Baolin.
Mr. Yao 1. Lu Xianlisng, Mr. Fu Jibui. Mr. Yo Wanyuan, Mr. Yong Tianjun.
Mr. Ho Ying and Mr. Venantius Tun 2 Directors of the Company, who are members
of the second Board: and

h. the appointment of Mr. Qi Cong. Mr. Zhon Fa and Mr. Jin Zuoyong #s Supervisors
of the Company. who are members of |hc second Stpervisory Committce,

The of the ubx J meeling was issued in China Securities
Joarnal and Sccurities Times in the PRC. and Hong Kong iMail and Hony Kong
Economic Times in Hong Kong on 2nd June, 2000,

5.

of p.sx:d Bt gencral meetings by the Board

During (he period. the Board has executed sll the reselutions passed at the genenl mectings.

REPORT OF THE SUPERVISORY COMMITTEE

During the year. members of the committes of supezvisors (the “Supervisory Comuittee”) carried
out their duties conscientiously in accordance with the Articles of Associntion of the Company and
the PRC Compuny Law in order to protect the interests of the Company end its shareholders.

{i)  The Supervisory Commiltee attended 3 generl mectings. 4 Board meetings us non-
voting participants and convencd 2 supervisory mectings. The Supervisory Committes
proposed independent opinions and advice on the basis of their full knowledge of
the Company’s major production and operation decisions and implementation process,

a. On 10th April. 2000. the Company held its fifth mecting of the first
Supervisory Commiltee at Angang Dong Shan Hofel. at which “the working
report of Supervisery Committee for 1999™ and the resolution for the
appointment of members of the second Supsrvisory Committee were
considered and approved. The announcement of this meeting was issued in
China Sccurities Joumal and Securities Times in the PRC. 1nd Hong Kong
iMuil and Hong Kong Economic Times in Hong Kong on 11th April. 2000,

b, ©On 9th November, 2000. the Company held its lirst meeting of the second
Supervisory Commitice at the Conference Room ol Angsng Science
Exhibition Center, at which the appointment of Mr, Qi Cong as the chaimun
of the second Supervisory Commiltee was considered and approved. The

aanouncement of this meeting was issued in China Sccurilies Journat and
Secarities Times in the PRC. and Hong Kong iMail and Hong Kong Economic
Times in Hong Kong on (0Lh Novembes, 2000,
iy Th= Supervisory Comunittee assisted th: Cnmpuny w0 sxnndmlx:: its slock sysiem
then its internal sup the Company’s
opennnns 10 ensure campliance wuh lhu relevant laws. repolations und the

Company's Articles of Association, It provided independent opinions on important

decisions of the Company and standandised the operation of the Company.

{ili)  Inrespeet of the Company’s acquisition of new converters, land and current wsscty
from Angang Halding. the Supervisacy Committee reviewed alf relevant documents
to exantine the Bimess of (he acquisition.

The Supervisory Comuiltes of the Company provided independent opiniens on the

following issues:

5. During the year. the Company's operations had complied with all retevant
laws and regulations. and no violation of regulu tions occurred.

b, During the year. none of the dircciors or managers of the Company were
aware of any information indicating that their sctions wese net in compliance
with the PRC laws, regulations and the Articles of Association of the Company
or harmful 10 the interests of the Company.

(iv)  During the year. ali the connecied transactions with Angeang Holding including the
puzchases of mw materials, energy and ntilities Srom Angang Holding were conducied
on normsl business terms. and were based on arm’s-length negoliations. There was.
no harm to the inlerests of the Company, nor loss of assets of the Company.

REVIEW OF SIGNIFICANT EVENTS

1.

2.

Material Liligation snd Arbitration

The Company was nat involved in any materisl liigation of urbitration dusiag the yeas.
Purchase and sale of assets of the Company

©On 20th March, 2000, the Company cosvened an extraordinary general meeling, at which
the scquisition of the new coaverter, land and current assets from Angang Holding at
Rmb<09.000.000 was considered and approved. The Company (hug has a modern. all
converter and all continvous casting stee! plant with anmal production capacity of 2,600,000
tonnes of steei, This has laid a foundation for the Company’s futther development. The
acquisition was completed on §st April. 2000,

Material Connected Transactions

In 2000, the Company purchased most of the raw materials, energy and wilities necessary
for ils produciion operations fmmAng-ng Ho!d.mg and sold p-n of its products o Angang
Holding which are needed for its
The modes of lransaction and prices are mcumph‘lnu with ngn:menls of the supply of
rmaterials and services entered into by the partes.

Major itcms provided by Angang Holding to the Cnmpnny were o8 follows:

Items Quantity Amaunt Price
(Rmh*000) (Rmbvunit)
Billets
Billets for wire rods 888,085 tonnes 1.334,758 1503
Elll:ls for large sections 751,629 tonnes 1.307.548 1,740
465.393 tonnes 756.818 1,626
Hox rolled coils 1.165.995 tonnes 2.536.724 2,178
Molten iron 824.019 1onnes 807.539 980
Scrap stel 122.977 1onnes 111736 909
Lime 21,619,825 wnnes 13.610 0.63
‘Water for industrial use 80.782.000 tonnes 23.426 0.2%
Recycled water
Soft waler 730.500 tonnes 2.305 316
Mixed gas. 4.763.944 G} 85,830 1802
Nitrogen 101.707.000 M? 8.345 0.08
Oxygen 114,386.172 M? 46,506 041
Argon 1.579.000 M* 2228 141
Hydrogen 4,223,000 M* 10.593 251
Compressed air 185.689.650 M* 10.043 0.08
Steam $33.350 GJ 28.506 3053
‘Transportation service - 44,957 -
Export agency - 8112 -
Testing and analysis of products - 8.203 -
The products sold by the Company to Angeag Holding were a5 follows:—
Iters Quantity Amount Price
{Tonne) {Rmb'000) (Rmb/unit)
Cold rolled sheets 15,405 61327 3,160
Thick plates 24,384 56.021 2,297
Wire rods 26.585 5$3.428 2.005
Large sections. 361.332 652,412 1.805
Serap steel 15.246 200.020 929
Processing 1.036.848 419.813 404

In 2000 the gross profit margin of the pipe billets sold by the Company to Angang Holding
was 9.15%.

The Independent Board Committee. which is ot As:ocuucd with Angang Holding. confinned
that the above were (i} i d in the ordmnry and usual course
of business of the Compsny: (ii) on normal commercial terms: and (iti) in accordance with
the lerms of the Services Agreement,

Save as the 1foresaid connected transactions, there wis no materind contect entered into
between the Company and its controlling sharcholder in 2000.

The Company and its contralling sharcholder, Angsng Holding. have meintained cmployee
independence, usset integrity 1ad nancisl independence,

During the reponting period. the Compeny did not eatrust. subcontmct or lease any assets of
any other company end any other company did not entrust, subcontract or kesic sny assets
of the Company.

In accordance with the provisions in “Nolice of strengthening urban housing reform snd
housing construction” issued by the State Council (Guo Fa [ 1998] no. 23) and “Notice of
the guidelines for the capitalization of comporate housing distribution in Anshan™ issued by
Anshan Municipal Government (An Zhenag Fa [1999] no. 66). the Company is revising the
housing policy on the basis of ifs actual situation, The finsi docision wilk be reached upon
concrele and comprehensive considerstion. In 2000, the Compeny did not sake any decision
in this regard. Therefore. the regalation did nol have any impact on the Company's 2000
cesults.

Information of ¥z S MBFHBART L H (Angang New Stect and bran Company
Limited) ("ANST")

On 28th December, 2000, ANS! was incorporated. Most of the Company't connccled
transactions in 2001 will be in connection with ANSI instead of Angang Holding. The
controliing sharcholder of the Company, Angang Holding. remains unchanged.

ANS! has been jointly set up by Angang Holding, 5 BIRY Y i B 70 2 M) (China Huarong
Assels Manogement Company Limited) and o2 @13 bt 7% & & F 42 4] (Chins Xinda Assets
Management Company Limited) .

The registened capital of ANSI is Rmb17.867 billion § m whlch Angln Holding hus &
shareholding of Rmb11.5 billion, representing 64.37%: 'é‘ﬁn’bﬁl {(China
Husrong Assets Mansgement Company Limited) RmbS bm.m r:prts:t\\u\g 27.98% and
P EFPFETR LT (China Xinda Assets Mansgement Company Limited) Rmb1.3
billion. representing 7.65%.

Subsequent Events

On Bth Fcbruury 2001, the Company entered into a preliminary joint venture agreement of
constructing galvanized production line with Thyssen Stanhl AG (ﬁ;ﬁ?‘am{giﬂiﬁ" ")
of Germany »1 Shangri-la Hotel in Dalien, Lisoning, the PRC.

In accordance with the agreement. both partics will cach contribute US$30 million ns the
registered capital for the joint venture. The joint venture will estublish a gelvanized
production line with snaual productios: capacity of 400.000 (panes at Dalinn Economic
Development Zone. This production line will adopt intemationally advanced technology
and management methods to produce and sell praducts which will be of internationsl
standards. The main products include plate for automobite industry (including plutes for
sedans) and some high-end plates for home sppliance. which will substitute imporied
products. The joint ventare has good prospects, This initial agreement and the subseguent
establishment of ihe joint venture are subject to the approval of the State Minisiry of Forvign
Trede and Economic Co-operation.
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2000 Annual Results Announcement

FINANCIAL INFORMATION
The following i 8 summary of the sndited result for the year ended e December. 2000 ¢ xtmcted

from the #uditcd acconnts of the Company preparzd in

Standards (“1AS"). together with comparative figures for wmspondm; period in 1999
INCOME STATEMENT

In sccorfance wilh the Company"s Anicles of Assocition, the net profit after taxation of the
Company for the purpose of distribution of dividends will be deened 1o be the lesser of the
net profit efter taxation determined in dunce with the PRC ing rles and
regalations and the net profit afier taxation determined in sccordance with [AS. As st 3Lst
Decewber. 2000, rescrves available for distribution, aster dividend proposed of

2000 1999 Rib262,615,000 for the yeor ended 315t Decomber, 2000, anounted to Remb?714,216,000
(restated) 11999: Rub$85,032,000), being the amovat determined in sccordance with the PRC
Note Rmab000 Rinb ‘000  sccounting mles and regalations.
Turmover I 9,767,600 6,907,996 S Dividends
Cost of sales (BI53842)  (6.325.593) On 20th March, 2001, the directors recormended the poyinett of a tial dividend of Rmb9 ceats per
—_— — share for the year ended 315t December, 2000 (1999: nill. The dividend disiribution proposal is
Grass proft 1013758 382,303 sobject to the approvel by the shareholdens at the fortheoniing Annsal General Meeting.
Other operating fncome 23,399 18233 The total proposed dividends of Rmb262.615,000 have not been provided for iu the IAS accounts as
Distribution and ather operating expenses (168,158) (115.066) they are declared after the balance sheet date.
Administrative cxpenses (153,800 ) 91367 & Eamings per share
Profit from operations 715,199 390,203 ) Basic eamings pes share
Net financing income 2 39,678 35500 The calculion of basic earmings per share is based on the profit attributable 1o sharcholders
Profit from ordinary ctivities before taxation 2 54877 357553 of Rizb491,195,000 (1999: Rrub293.421.000) and @ weighted svemge mumber of shaet
Income tax expense 5 (263,482 (132.082) . o;;xm;dml during \h:;yeu of 2,619,232,000 11999: 2,509,000.0003.
Ny iluted camings per share
:;::“' “‘;"‘"’““‘:“ :“ shareholders . 491,395 295421 The calcutution of difeted caruings per share is based on the protit sttribatsbe to sharcholders
P ransfer 10 reserves of Rmb49 1,395,000 (1999: Rmb193.421 000) and a diluted weighted average number of
s‘;::"fy A (::';’I:) ‘%Z-Bg i shares ontstandiag during tho year of 2,654,742,000 11999: 2,509,000.000).
ory public wellare fun 48,975) (29.126) The los of remaining deb will not affect the profit atisibatable o
97,950 (58.252) sharcholders as the intercst incured was capitalised 8 constroction in progress.
393,445 237.169 7 Changes in accounting polic
3 % palicy
Dividends 5 = (75.370) In 2000, the Company adopted 1AS 10 Events Afler ihie Balance Sheer Date (revized 1999) and 1AS
Retained profit for the year 53,445 181899 37 Provisions, Comingent Liabilities and Contingent Assers.
v S omseecimet The adoption of IAS 10 has resalted in the Corpany rocoghising dividends ss a Hobility in the
Earnings per share 6 period in which they are duclased. tn previoss years, dividends were meognised in the pefiod ta
— Basic Renb0.188 Remb0.118 which they related. This chango has been accouted for resrospectively by reststing comparatives
[ ) and adjasting the opening balance of retained camings ot 15t lmary. 1999,
— Diluted Rmb0.185 Rmb0.118 The adoption of IAS 37 has resulicd in the Company reversing the provision for msjor overhiau]
TRv— which did not mest the recogaition eritedis as stated in 1AS 37, In previous yeass, eetimeted sost of
Notes : wunjor cverhand was acerued on o straight line besis over the estimated major averhav! cycle. This
1 Temover chiange hus been accoanted for retraspestively by restating corparatives and adjusting the opening
Turnover represents the nggregate of the invoiced value of goods ssld, sfter allowances for goods balsice of retained carnings at i3t fanary.(999.
retorned, trade discounts, value added tax (“VAT™} and sales sorcharge. All of the Company’s ~ PALANCE SHEET
operations are conduted ia the FRC. 315t December, 315t December.
A geagraphical analysis of tumover is s follows: N & bz,ggg & b{ggg
1990 Note . =
g y Carrent assets
Rmb'000 Rmb 000 .
Demestic - PRC 9,203,484 5,673,807 g;“]““"::’::b;:: in hend : Lig;ﬁ; 995,813
Ex, f
g::ua Koma 13,652 159,510 Other receivables 3 106,030
Jopan Len9s6 12927 Less: Provision for bad debts & 1)
Usited Suaies 5473l U A i ron 7 1339250
o ey e : i
: . i B 845,145
S.Z6L600 5,207,956 Less: Invcnmry provision (77,920)
' - . 767,229
2 Profit from ordinary activitics before laxation Deferred :xpenses 10 3.022
Profit from ordisary activities before texstion ia srived at aftes charging/ierediting): Total current assets
000 1999 4
Ronb'000 Rmb"000 Fied assets
) Net finencing incone: Fixed assels, nt cost 11 70,457 4.246.662
Intcrest and cthers bormwing coRa on 35367 - Less: Accumalated depreciation 1 (1.839337)
convertible debentures Net book value of fixed assets
Awmoust capitalized 5 consiroction in progress® (35,367) - Construction in progress 2
;"“ interesl exponscs - ssomy, | Toulfixedassets :
nterest income (4n,150) 138.071) ;
Net foreign exchange lons - 218 Intangible assels 13
thers 472 553 Total asscts
il i’ Lisbilities and shareholders funds
. The borsowing costs have been capitalised at an average rate of 4.25% per aamm C“;‘lr' U'“E}‘i" “ 118794 S69.435
for construction in progoess. ills payable : y
&) Otber em: Frow Trade payables 15 243,667 57,052
. Receipts in advance 581,308 400,889
Costof rw maverinle s o Accrued payroll and stall welfure pa yuble 28,451 3060
pre e ——— Dividends psyable 262,615 —
3 Tesstlen Taxes payable 16 144,156 42,135
- . R . Other paysbles 17 176,357 101,830
The provision for PRC incame tax is calculated at 33% (1999: 33%) of the estinded assessable . . -
profits for the yees deterniined in accordance with relevant inconse 1ax rules and regulstions in the Long-term liabilities due within one year 18 120000 120000
PRC. Total current lisbilitics 299401
There re o sipuificant potestia} deferred ten |iabilities for which provision hes 1ot been made mt Long-ters liabiliGes -
31t Desernber, 2000 (1999: Nil). Long-term loan 18
The Company did no1 carfy on business overseos snd therefors nio provition has been made for Convertible debensuns (L] 151,501
overseas profits tax. Total Liabilities 9
1 Reserves Sharcholders” funds
Sttatery Share capital 20
Statutery pblie  Corwrtidie Capital surplus 21
Sun  comeoea welire  debertare Surplus reserve ) 2
prezhe roerve e e cariag Tl (including: stettory .
i i fraeiad)  yreaed) public welfare fund) 2
RO RebO RmSOD RUOC AMMRO R0 Undistributed profits 23
"“'«':f_:':‘f A ga o aw T e 2 Toul shareholders” fund
Traslen for the s - 1% 1% - s o Total lisbilities and sharehokders” fonds
Dividmb - - — — @ 0830y s
. P - INCOME STATEMENT AND PROFIT APPROPRIATION STATEMENT
A Devember, 199 19930 T I — CaE R COME § £ 1TA PR NM January, o bt Jamary. to
— » ) s X
At howy. 200 T9m9% I = - ZXT YIS 315t December,  31st December.
Net ot fr the yeat - - - - wws s 2000 1999
Propused vamers Note Rmb'000 Rmb ‘000
e e yar - wm ams - L2 - Tumover . 2 9,793,150 6.523.142
Coorerible Less: Cost of sales 8,735,297 6,320951
dchentiay Business 1ax and surcharges 25 25,550 15.146
s asond - - - R - 1880 Gross profis 1,032,303 $87.045
o sl Add:  Other operating income 26 23,236 16.017
m“::‘:“ Less: Inventory provision 21,000 10,852
. Distribution and othes operuting expenses 27 168,158 119.066
e R - - e - e Administrative expenses 28 149,093 86,538
Defenal tas " Add:  Net finuncial income 29 29,678 37,300
regsisal hat = bt amy - 03 oheniing proft 756,966 423,506
At 3134 Devemba, 2000 2991419 11520 1058 (00 43011853 Add: Non-nperl(ing income 10 163 2216
Usder the PRC Company Law aud the Company s Anictes of Asconiation. e Compaiy ¢ ot prafit | o5 Non-operating expenses } 3t 3,707 s
afler tnxation a¢ reponicd in the accounis proparcd in accordance with the PRC uccounting mtes and Profil from ordinary activities before taxation 151422 421.293
qnllnons can oaly be distributed ns dividends alter allowauce has been made for: Less: Income tax expense 262,673 130,032
making up cumalative prior years” losscs. if any; Net profit 189,745 297261
i allovations to the stutory cotumon reserve fund of atfcant 10% of the net profit all:r taxation, Add:  Undistributcd profits at the
as determined under the PRC  rules and regalations until the fond \ beginning of the year 585,032 352.023
 S0% of the Compuny’s rgisered capital Distributahle profit T,074,781 533,284
G stlocations of 5% 10 10 of the et proii after taantion, a1 determined ouider the PRC L ees: Transler to stanulory common reserve 25975 29126
sccounting rules and regatations. 10 the Company s satatory poblic welfars fuad, which i Poce: Transfer to statutory public weilre fund Y 29.126
established lor the purpece of providing employ se facilities and otler colleetive berelitsta o pii S S L 5%
the Company’s cmployees: and Lo :
vy sllocstions 1o the discresionary soiminoy reserve subjot 10 pproval by he dardholders. Less: T{“”‘"dm discretionary common reserve -
Convenible debenures reserve coiprises the value of the optian granted to debextare holders _ Dividends =
to conven their convertible debentures into A shares of the Compauy. Usdistributed profits 585,03

CASH FLOW STATEMENT

tst Jonuary, to
315t December, 2000

) Note Rmb'po0
CASH FLOW FROM OPERATING ACTIVITIES
Cash reccived fram sales of goo 9,138,382
Qutput (VAT) received and refunds of VAT paid 15,590
Sub-total of cash inflows 10753072
Cash paid for goods (7,556.527)
Cash paid 1o and on behulf of employees (105,204)
VAT on purl:hlses paid (1,508,587)
Income tax paid 239,659)
Taxes paid other than VAT and income tax (35,044)
Cash paid in relation to othzr operating activitjes (418,221}
Sub-total of cash outflows
NET CASH INFLOW ARISING

FROM OPERATING ACTIVITIES (),

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of fixed assets,

intangible assets and other assels
Cash from interest received

Sub-total of cash inflows

Increase of deposits with banks (657,205)
Cash paid for acquisition of fixed assets (298,730)
Cash paid for construction in progress.

intangible assets and other nssets (692,361)
Sub-total of cush oniflows L5487

NET CASH OUTFLOW FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of A Shere convertible debentures, aey

Sub-total of cash inflow

Repayment of loans from ulimate holding Company

Redemption of convertible debentures

Sub-total of cash outflow

NET CASH INFLOW FROM FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS )

NOTES TO THE CASHFLOW STATEMENT

15t January, to
315t December, 20060
Rutb ‘000

{a)  Reconcilintion of net profit to cash flow from operaling activities:
Net profit 489,749
Add:  Provision for bad debts
I[nventery provision
Depreciation of fixed assets
Loss on disposals of fixed niscls
Amortisation of iatangiblc sssets
Increase in inventoties
Financial income
Increase in trade Teceiveables
Increase in acconnts payable
Increase in VAT, net
Net cash inflow arising from operating scivifies
(by  Cash xnd cash equivalents
Cash and cazh cquivaleats at the cnd of the year 1.627.239
Less: Cash and cash equivalents st the beginning of the year 995 515
Net increasa in cash and cash equivalents
NOTES ON TILE ACCOUNTS
L Statos of the Company
Angang New Steel Company Limited (the “Company”) was estsblished s  joint stock
limited company in sccondance with the Company Law of the People’s Republic of China
("PRC"). The Company was established on 8th May, 1997 as part of the testucturing of
Anshan Iran & Steel Groop Complex (“Angang Holding™). The Company issued H chares
on 22nd July, 1997, and the H shases were listed on The Stock Exchange of Hong Kong
Limited on 24th July, 1997: the Company also issned A shares on 16th November. 1997 and
the A shares wete Listed an the Shenzhen Stock Exchange on 25th December, 1997, Pursuant
to (he reorganisation the Company took over the business of the Wire Rod Piant. the Thick
Plate Plant aad the Cold Rolling Plant (coliectively referred (o as the “Plants”) of Angang
Holding.
Angang Holding is one of the largest iron and siee) comprehensive production companies in
Chins. According to the Division Agreement which 100k effect from LstJmury, 1997, Angang
Holding transferred, with effeet from 15t Janwaty, 1997, the production, sales. research and
development, adminisimtion sctivities of the Plants together with the relevant assets and
fiabilitics a3 its contribution 10 the Company.
The Company obtained the Business Enterprise License issued by the Lisoning Provincial
Administretion for [adusiry and Commerce Burean on 8th May, 1997.
On st July. 1999, the Company acquised certain production snd relsled assets of the Large
Section Plant from Angang Holding is cash.
The Company puschased three new converter furnaces from Angasg Holding on lst April.
2000 in cash. The new coaverter fumaces and the sclf-construcied conlinuous casting
facilitics by the Company become the main assembly line facilities of the Steel Smelling
Plant of the Company.
The principal activities of the Company are the production and sale or wire rods, thick
plates. cold rolled sheets, lirge section stee! and stee] billets,
2 Significant Accounting Policies

The significant sccounting policics adopted in the preparation of the acconnts ate s follaws:

(s)  Accounting regulstions
The significam acconnting poficies adopted in the preparation of the sccounis conform
with the Accounting Standands [or Business Enterprises and the Accounting System
for PRC Joint Stock Campanies issued by the Ministry of Finance of the PRC snd
other relevant regulations,

(b)  Accounting period
The Company's scconniing period is from Isthaury to 31st December.

(c} Accounting principles
‘The Company’s accounis have been prepated on o accrimls basis. The nesets of the
Company are siated at historical cost,

(dy  Reporling cumrency
The Compzny's bocks of acconnts an: in Reaminbi.

() Transltion of foreign curpencies
Foreign currency transactions dusing the year are transluted into Renminbi at the
cxchange wtes quoted by the People's Bank of China and other recognised exchange
Tales miing wt the transaction dates in which the iansactions take place. Moneiary
assets and liabilities denominated in foreign currencies are taaslated into Reaminhi
ut the exchange mles quoted by the People’s Bank af Chins and other recognised
exchange rates ruling at the balance sheet date. Exehange gains and losses on foreign
cusrency tanslation, except that the gains and losses discatly relating to the punchase
or construction of fixed asscts before they nre put in use arc capilalised as pan of the
costs of the fixed assets, age dealt with in the income statement.
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Cash equivalents

Cash equivalents are short-lemm. highly liquid investments which are rendily
convertibie to known amounts of cash and which are subject lo an insignificant risk
of changes in value and consist of time deposits with an initial term of less than
three months.

Provision for bad debis

Provision for bad debis is estimated by the Company’s mans pement by reference to
the sging analysis and collectibility of irade ivable and other recei a1 the
balance shect date,

Inventories
Inventories inchide raw materials, work in progress. Snished goods and spare pans.

Inventories are stated at cost. The Company adopls the weighted average method
Bpon issuance of inventories, Inventories are siated at the lower of cost and net
realisable value ot he balance sheet date. Low value consumables are charged 1o the
income statement statement as and when incorred, Packaging materials are charged
to the income statment by reference to the actual consumption.

Inventory provision is provided at the difference between cost of each inventory
item and its net realisable value,

Fixed nssets aod depreciation

Fixed assets include buildings, plant and machinery. and trsnsportation equipment
with an estimated useful life over one year, together with other non-operating
equipment with & unit cost over Rmb2.000 and useful life over ane year.

All ditect and indirect costs relating 1o the lpq\usmon or construction of plent.
hmldmg. machinery and :qmpm:nl mdudmg interest costs rnd foreign ex:hlnge
gains or losses on redited b g during the period. are capitali

as fixed assets.

Deprecistion is provided 1o write off the cost where approprizte of cach asset over
its cstimated usefol Efe on a straight-line basis, after taking into account its estimated
sesidust value. The estimated uscful lives of Gxed assets are s follows:

Up to 306/2000 From 1/7/2000
Buildings 13 to 50 years 12 10 42 years
Plant machinery end cquipment 610 23 years 6 10 21 years
Transportation vehicles and

ather related cquipment 410 16 years 41015 years

Effective from 15t July. 2000, the Company revised its estimate of the nseful Bves of
certain fixed asscts. These changes are made, afier taking into acconnt fechnological
advancement, (o better reflect u\c estimited pedods during which such assets will
remzin in service, The change had the effect of increasing depreciation expense by
Rmb42.610.000 and decreasing profit after taxation by Rmb2§,549.000 for the year
from s Jamary, 2000 to 31st December 2000,

Fixed asscts provision is provided based on the differsnce between net book value
of each item of fixed nxsets and its recoverable amount a1 the end of the year.

Construction in progress
Construction in progress is stated at cost. Cost includer construction cost. purchase

cost and the related intercst expenses, as wel] 83 exchange gains and losses incured
during the period of construction, installation and testing.

A plantis to be issi d and
putinto use,

10 fixed assels when it is

No depreciation Is provided in tespect of construction in progress.
Intangible assets and smortisation

Intangible sssete sre stated ot cost less i isation and ate rtised
on a straight-line basis over their anticipa ted usefu} lives,

Convertible debenture

Cnn\rrnble debentures are sulad 21 par »axnc plus accrued interest. Interest expense
is 1o the 7 z in progress.

Upon conversion, the difTerence between the camrying voltio of the debentuse inchuling
the accrucd interest being forfeited and the par value of tho share is credited ta
capital snrplus accounl.

Sales
Sales are recognised when the related risks and rewards of the ownership of goods
have been transferred to customers. This occurs when the goods are delivered,

peymenls are received or the documents supporting the fghts to receive consideration
are obtained,

Related partics

For the purpose of these accotnts, pastics are considered to be related 1o the Cormpany
if the Company has the ability, dim:uy or indirectly. to control the party ot exercise
ngmﬁun\ infloence over the party in making financisl and operating decisions, of
vice versa, or where the Company and the panty are sabject to common contol or
common significant influence. Related prrtics may be individual or entities.

Accounling treatment for income tax

The Company’s income tax is provided on an accruals basis.
Taxation

The taxes applicable to the Company are a8 follows:

The types of tax derived ftom sales applicuble to the Company are value edded tax,
income tax. cily construction and metntenance tax. stamp duty. directional xed
assets investment lax, vehicle daly, etc.

—_ VAT
The VAT mte applicable to the Company is 17%.
—  Business tax and surcharges
The Company is subject to surc harges, including city constmection and
mainlensnce (ax, edocationa) tax and regional educalion snrcharge. which
arc computed based on 7%. 3% and 1% of nel VAT liubilities, respeciively.
- Income tax.
The income tax rate spplicable (o the Company is 33%.
Repairs and maintenance expenses

Repairs and msintenance expenses are charged to (he income statements us and when
they are incwrred.

Research and development costs

Both reserch cosis and development costs are charged to the income statement as
and when they e incumred.

Rstirement benefits

Retirement henefits sre charged to the income statement s and when they are
incurred.

Appropriation of profit

In accordance with the Company Law of the PRC and the Company s Articles of
Association, the Company makes oflocations to (he statulory common reserve fund
of at least 10% of the net profil aftes taxation. until the fund aggregutes 10 SO% of
the Company's registered capital: and allocations of 5% lo 10% of the nel profit
after taxation, to the Company’s sututory public welfare find, which is established
for the purpose of providing emplnyee fcilitics and other collestive benefits 10 the
Compny’s employces

3.

Cash st Bank and in hand

214 December, St Derrmber,
00 1
. Prends
DU USDWO  HADTOO  Eew  SwdingO0  RmbU0 Rwdd
Exchange rate 3934 1 16808 1100 BRI}
Cashiz ksl - - - - - L] 1
Coshut btk 1n Recmialy — - - - - gk Y
Catatbhatk v .
Vong Kouy doflasy - - nuy - - 862 01U
Cuatbeak in USD Doy — L3S - - - 10.408 S03
Cash ut buak 11
Devychenark 302 - - - [iaty] pd]
Cush o bust 3 Earo - - - 416 - 3.0 -
Cash ot bunk 19
Pouas Sterting - - - - [RE] 14151 -
Tow 2334 59431 §
siines -

The increase in cash and cash equivalents of the Company as at 315t December. 2000
compared with that as a1 31st December, 1999 is mainly sitributable to surplus funding
from the issuance of A shares convertible debentures on 15th March, 2000 before investing
into projects snd an incrosse in salss during the yess.

Trade Receivables

Provision Provisien

314 December, for bad 3153 December, far bad

00 Perceatsge debty in Pereestage devts

R 000 Pd 40 Rk U0 Rmp 000

Witkin one year 161158 100% - 1604} 1008 -
— Co—

The Company's balance of trde reccivables as al 3]st December, 2000 comprises mainly
Rmb 103.543.000 for the sale of steel rails due from China Railway Material Shenyang Co..
Rmb 26.607,000 for the sale of steel mils due from China Railway Constructon Corporation.
ard sales proceeds of Rmb 32,008,000 from other enterprises. All of these amounts are
aged within one yesr.

The major five debtors are as follows:

Periad Neture
Ronb

China Railwoy Material Shenyang Co. *  103.543 Dec. 2000 Sales of goods

Clina Railway Constraction Corporation :

Northeast Office 26.607 Dec. 2000 Sales of goods

S it & June, 2000 Sates of poods

BRTORABFC 378 June, 2000 Sales of goods

MILTAARKMKIBEQT 330 March, 2000  Sales of goods

i

No balance is due from a sharcholder who holds more than $% (sach 5% inclusive) of the
Company’s sharcholding.

Other Receivables

Other receivables mainly represent exported ux urnmis time dqmm intetest. ransportation

expentes advances to
The aging analysis of other receivables is as fulluws.
st Provision BT
December, forbad  December,
2000 Percatage debts 1599 Percentze
Rmb 000 Reb00D  Rmb 00D
Within one year 102918 % - 6943 %%
Between one and two yeans 2.169 2% - 938 n%
Beiween two and thyee years m 1% - —_ -
Over three yean 2 - 21 161 2%
Total 06,010 1 00% El 9054 100%

No balance is due from a sharcholder who holds more than 5% (such 5% inclusive) of the
Company’s shareholding.
InTespect of such receivables. the major five debtors are 41 follows:

Name of Debtors Amount Period Nature
Rmb"000

Anshan State Tax Bureau 84,422 2000 Export tax refund
CITIC Indusirial Bank

Shenyang Branch 4.064 2000 Interest 0n time deposit
Bank of China Anshan Branch 1973 2000 [nterest on time deposit
The Industry and Commercial

Bank of China Anshan Branch 1.434 2000 Interest on time deposit

The Industry and Commercial
Bunk of Chins International

Department 2000 Intecrest on fime deposit

Provision for bad debts

The Company's management considercd that no provision for bad dehts in respect of trade
receivebles as at 3151 December. 2000 is necessary as sll of these amonnts were aged not
more than one year. The provision for bad debis in respect of other receivables amounted to
Rmb21.000 as at 315t December, 2000, Since Company's managerment considered thal these
amounts can be recovered in the near future. Therefore. the provision for bad debt is lower
than $%.

Bills receivable

As st 313t December, 2000, the Company has ontstanding bills receivable of
Renb?.32).298,000 issued by banks, which are due during the period from January 10 June
2001, All bills reccivable are not secured or discounted. of which the bills receivable due
from Angang Holding amounted to Rmb342.528.000.

Prepayments

313t Decembes,  31st December.
2000 199

Rk 000

Resmorks

Spare parts and ancillsry materials
Amount due from and prepuid to related

Compunies

— Export imde receivables

— Advance payments for purchase of raw

materials and ancillary materials i

Sab-tota]
Total

137.307

752.018
889.325

95 207

i Exporl trade receivables represent export sales arranged by Angang Group
International Trade corporation as an agent for the Company.

LW Angang Holding. the major supplies of w materials to the Company. aperstes ¥

cash sales policy for sales of mw materials and ancillary materials to its cuslomers.
iii The amaunts due from and prepaid to related companies are due within one year.
The maturity dates of the hills issued rnge from two to six months from the batance
sheet da
The aging anal

is of the prepayment for spare parts is as lollows:
*315t December, 315t Decomber,
2

000 Percentage 1999 Percentage
Rmb'000 Rinlr' 000
Wilhin one year 9.435 90k 4.654 2%
Between one and 1wo years 249 3% 1.062 16%
Between two and three years — — 14 —
Over three years 766 % 752 12%
P G
Total 10.450 1605 6482 1007

2.

The five nujor balances of prepayments oic as follows:

Name of Deblors Ameunt Period Nature
Reb 000

Angang Holding 25019 2000 Prepayment for matcrials
and export receivahles
Fashan Special Siee! Co., e, (Group! 2469 2000 Prepayment for materials
BRARAA 2083 2000 Prepeyment for ancillay
materialy
BUAAILUQRARLE 2000 Prepoyment for ancillary
materials

Tying Stsip Company Baosted) Group
imemational Corporation 511 2000 Prepuyment for
) materials

Apart from the asmount dae from the Angang Holding. no balance is due from a shareholder
who holds more than 5% (5% inclusive) of the Company's sharsholding.
Inventories and inventary provision

31st December, Inventory 31st December, Tnventory
2000 Provision Provisicn
Rmb 000 Rinb 000 Rmb'DOO Rmb'00D
Raw materials 183.287 - 114.435 -
Work in progress 105,429 - 65.206 -
Finished goods 138,720 37.682 -
Spare parts 417,713 11920 394,793 56,920
Total. 845 149 77920 612 136 56 929
Deferred expenses
Qpenin Additiens  Amertisation Closing
. balance  forthe year  for the year balance
Renly'000 Rmnb'000 Rinb ‘000 Rmb 000
Heating expenses 2.462 5.002 4.442 3.022
Real estate ax -_ 3.108 3.105 -
Fuoblication expenses 92 L 163 -
Total 2558 8178 7710
Flxed assets
Machinery tad
Phnt equipment Others Totsl
Rmb 000 Rmb'000 Rmb 000 Rmé'000
Cont:
At bt lapuary, 2000 1085396 2.803.273 351993 4.246.662
Additions 16413 171N 12431 298730
Transleaed from
constraction
in progress 1313 917,006 1541 925.860
Disposals 311 (484 (795)
At 31t Deceaber, 2000 1,251,427 3341539 37491 5410457
Accurmulated depreciution: .
A 18t Jaary, 2000 391613 1.193.788 231836 1,839.331
Charge for the year 48474 220198 62.022 330191
Wrinzn back o disposaly - 138) [£1x 1) 401y
At M st December, 2000 137,187
Net book vatve:
AStaDembr 200 IS L2l iy
At 3151 December. 1999 &1" 009,415 &(\57 M
Construction in Progress
Tronsterred
whe
Addieas el
Balaare at it during darisg Baaace ol Mt Sourne Praject
Jumery, 1000 the vear thegear Decermber, 2000 olfondy progress
Baeb U0 Rk U0 R 000 Rmb 00
Upgrade of New Sted Equiy
Sadting Mant 20068 25646 (396060 26650 ficance N
Production fine of ahvasised Ecuity
sted sinpe and sherts s £x6 - 93t finance 0%
Cormtios! picklicg 1 Equiy
connmocs ralling oe M100 ML - 639.634 fimate B.0%
Upgrade of the Culd Equy and
Ralling Plazs 153 1151 - = &bthmace -
Techadogy temiativn 15581 15.408 1434 1642 Operating fusds nm
Eqapment tramformuton - 2.583 114585} 12067 Operatioy lund R
Intangible Assets

Intangible assets include land use rights. clecricity nse rights and waler use rights which
are stated at the revalued amount, These assets are amorfised on u straight-line basis over
their useful lives commencing from the date of scguisition.

The movement of intangible assets dusing the year is as follows:

Additlaas Aoortsatin Retaalalng
Batarceat 4t datiag for Baiscest3lat perind of
Vahuatles Jamaary, 1000 (he year (eyear Decessher, 2000 amortisatn
Read 00 b0 Rmb'00G Rk 000 Rmb 00Y
Lan e righns FURE ] 30461 38198 02851 M BSyan
Waicr snd dsiiaty
we iyt 12T 115370 — (2458 nus 1yan
176012 4300 ¢ 444
Toul T 0031 19§ (3700 ) G

The acquisition of land use right lor the Stzel Smelting Plant led 1o the increase of Iand use
rights during the year
Bills Payable

3tst December, 31st December,
2000 1999

9
Rmb000 Runb'000
" y 5
Bills payahie 718,794 560.435

The Company has used bills to settle part of jts trade paysbles. At 3151 December, 2000. (he
Compsny has outstanding bills payable of Rmb 718.794.000 issuzd by banks which are due
during the period from Janwary to June 2001

Apart from the amount dne to the Angang Holding. no balanice is due 10 8 sharcholder who
holds mare than 5% (§% inclusive) of the Company's shareholding.

Trade Peyables

315t December, 31st December,
2 1999

Rmb'000 Rmlb'000
Trade paysbles 243,667 57.052

The increase in the Comgany's tude payables as at 3 1st December. 2000 of Rmb 186.615.000
eompared with that as at 315t December, 1999 is mainly sttributable 1o the purchuse of aw
materials and spare parts for the Steel Smelting Plant which was set up on 151 April. 2000,
No balance is duc (0 8 shaschotdet who holds more than 3% (5% inclusive) of the Company’s
shareholding.
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Taxes Payable
315t December, 315t December,
00 1999
. Rmb’000 Runb 000
Valus added tax 94,860 19.319
tncome tax 10972 17958
City Censtruction and Maintenance 1ax 4074 4723
Directional fixed assets investment ax — 76
Deemed tax 4,248 -
Others 2 ]
PN N ¥

Increase in Company's tax payable as at 31st December. 2000 of Rmb102.021.000 compared
with thal as a1 315t December. 1999 is mainly altributable 1o the increase in valuc added 1ax
resalting from the increase in sales in 2000 and the income tax payable,

Other Payables

3tst December, 3151 December.
2000 1599
Rmb 000 Reab 000
g
Qther paysbles 176357 101330

The increase in the Compuny's othcr payables ns at 31st December, 2000 of Rmib 74,527,000
compared with that as at 1151 December. 1999 is mainly attributable to the incsease in the
transportation fees to Lingshan Rajlway Burean and the increase of steel fmme deposits.
No balance was duc to » sharcholder who holds morc than 5% (such 5% inclusive) of the
Company's sharcholding.

Loan

31st Decemnber,  31st December,
2000 1599

Rmb*000 Rmb 000
Long-term lozn
Appropriztion to Angeng Holding 240,000 360.000
Less: carrent portion of Jong-term loan 120,000 120,000
10000 3.
IZOiOOO 240.000

As a1 315t December. 1996, the appropriation to Angang Holding amonaied 10 Rmb
.000.000. According 1o the agreernent entersd into with Angang Holding, such amount

was being classificd as a long-term Josn from Angang Holding and repayable with a minimum

wnnual amount of Rmb 120.000.000 cormencing from 1si January. 1998. This long-term

loan is interest free,

Coavertible Debentures

315t December,  31st December,
2000 1959

Rmb*000 Rmb'000
be 0 __
Convertible Debentares 1519
On 15th March, 2000, the Company issted A share il (the “Debentares)

umounting to Rmb1,500.000.000 with maturity of § years and an interest rate of 1.2%
unaaally. Interest will accrue from $4th March, 2000. The debentures will be convertible
from 14th September. 2000 10 13th March, 2005 into A shares. By 315t December. 2000,
403,943,000 A shares were issucd on the conversion of convertible debeatures with a carrying

. amonnt of Rmb1.345.531,000 convertible debentunes and Rmb9,257.000 interest expenses

accrued, increasing capital surplus by Rmb349.345.000.
Share Capital

Opening Increas/ Closing
balance (decrease) balance
Unlisted shares
Promoter shares
Of which:  State-owned shares - -
Domestic legal person
owned shares 1315.000.000 - 1319.000.000
Foreign legal person
awoed shares. - — -
Cthers - - -
Subscribed legal person shares - - -
Intemal enployees® shares — — -
Prefesence shares or others — — -
Sub-total 1.319.000,000 — 1319.000.000
Listed shares
Reaminbi ondinary shares 300,000,000 408,943.311 708.943331
Domestic-listed forcign invested shars — - —
Overseas-listod foreign iavested shwres 890,000,000 - $90,000.000
Others - - —
Sub-total 1.150,000,000 408543331 1.598.943.331
Total mumber of shares FRICX ] 108043331 2917043331

By 314t December. 2000. 408,943,331 A shares have been issued upon the conversion of
convestible debentures. The Company will apply for registration concerning any relevant
share capital change,

Capital Surplus

Increase Decrease
Opening uring during Closing
batance the year the year balaace
Rmb 000 Rmb"000 Rmb'000 Rmb 000
Net assets conversion 709817 - - 09,317
Proceeds from issning
H shares nes of
cpenscs 594,722 — - 594722
Procesds from issving
A shares et of
=penses 848,222 - - 848,222
Conversion of
corwertible debenture — 949,345 — 949,345
5
3,157 741 949 243 T I02.606

By 315t December, 2000, the conversion of convertible debentures into A shares led (o the
increase of capital surplus by Rmb949,845,000.
Surplus Reserves

Increase Decrease

Opening during during Closing
balance the year the year balance
Rt 000 Rk 000 Riti'000 Rl 000

Statatory commoen
Feserve 52.573 48.975 - 141.548

Statatory public

welfare fund 92.573 48,575 —_ 141.548
Total 185136 57,550 — 333506

In accordance with the PRC Company Lew and the article 147 of the Company’s Articles of
Association. 10% of the Company's net profit aiter taxation is allocated to the stattory
“ommon reserve fund. anti) (he fand aggregaies tn 30% of the Campany s registered capitul;
1d 5% to 10% to the stalutory public welfare fund,
.etained Profits

As at 31t As al st

December, 2000 December. 1999

Ren Rinb 000

Retsined profits brought forwand SRS,MZ 382.023
Add: profit for the year 483,749 291.261
Less: appropriation of profit {97,950) (58.252)
Dividends payable (262,615 —
Retzincd profits carvicd forward 711216 $E3.033

28,

29

30,

3t

In accordance with the resolution at the Board of Directors” meeting on 20th March, 2001,
the Company’s final dividend for the year is st Rmb0.09 per share. which is subject o the
approval at the forthcorting Annual General Meeting.

Income from Principal Operations

1st Januery, to 151 January. to
st December, 31 De::mbr.r
2000

Rmb'000 Rmb ooa

Wire rods 1,753,228 1.697.383
Thick plates 1,891,045 1.568.832
Cold rolled sheets 3,432,080 2.779.263
Large seclions steel prodncts 2,174.803 877.664
Steel billets 541,994 -

Business Tox and Surcharges
1st January, to
3lst Decerber,
2000

1t January. to
31st December.
1599

Rmb’000 Reb 000
Business tax and surcharges 25 551 i 46

Increase in business tax and surcharges for 2000 is nuinly due to the incrzaio in purchases

and sales during the yesr. which led to sn increase in VAT payable and resnlting in the

increase in business tax and surcharges as they ere provided for on the net VAT Liabilities.
Other Operating Profit

1st January, to

315t December,

2000

51 January. 1o
315t December.

1939

Rmb'000 Runb'000

Packaging material profits 6,604 8.035
Income from sales of scrap materials . 16,205 7.91%
Others 427 63
Total 2. 6,017

Operating Expenses
Ist January, to
315t December,
2

Ist January, to
3151 Decerber.
1999

005
Rmb'000 Rinb'000
Opersting expenses 168,158 113,066

The increase in the Company’s operating expenses for 2000 is mainly due to the incresse in

sales which led to an increase in relevant transportation fees, packaging fees end a gent fecs.
Administrative Expenses

1st January, to

3151 December,

2000

1st January. to
31st December,

1999
Rmb'000 Rinb 000
Administralive expenses !19 093 86538

The increase in the Company’s administrative expenses for 2000 is mainly due to the addition
of the Large Section Plant on 15t July, 1999 and Steel Smelting Plants on 15t April, 2000
which led fo an increase in relevanl salaries and wages. welfare and dand-use rights
smorGsation, and other such expenies.

Financlal Income

15t Januery, to 15t January. to

-Sales

The Company sold steel products to ceriain business undertakings of Angang Holding.
The selling prices were not lower than the sverage prices charged to independent
customers for preceding month,

-Sub-contracting fee

The Company processed malten iron into molten siccl an behalf of Angang Holding
from April 2000. The Company received a sub-contracting fee, which is based on
the actual processing cost incurred by the Company with s profit margin of 5 per
ceat.

-Sales of scrap materials

The Company purchased raw materials frem Angang Holding for production aad
retumned serap materials to Angang Holding at eversge prices charged to independent
customers.

-Purchase of raw materials

The Corpany puschased its printipal raw ma terials from Angang Holding 1 prices
no highet than the lowest ssles prices charged by Angang Holding to independent
customers and the average sales prices quoted to the Company by five independent
suppliers for large quantities.

-Purchase of ancillary matcrisls and spare parts

The Company purchased ancillary materials and spare pants from Angang Holding
based on the average prices of such materials charged by Angang Holding to
independent customers. marke! prices or applicable State prices,

The Company did not puschase any ancillary materials and spare parts from Angang
Helding in 2000,

-Staff welfare and other services

Angang Holding charged the Company for raitway and road transportation services:
agency services for purchase of fuel oil and liquified Petoleum gas, import of spare
parts and export of moducu equipment repeir and generl maintenancs and overhaut:
design and engineering services, pmdnc( thly :esung and analysis: heating supply
for cmployees” tion: fax and other media
communication scrvices and saff xmmng mzh:r -x the applicable State prices, market
prices of at cosl.

-Supply of fiel and utilities

The Company purchased industrial water, recycled water, soft water, mixed gas.
oxygen. nitrogen, hydmgen. compressed air and steam from Angang Holding at cost.
Technology licence fee
The Company entered into a technology licence sgreement with Angeng Holding
under which Angang Holding licensed (o the Company patents relating to the
production of products of the Company in return for sn annual licence fee.
Angang Holding. together with China Huarong Assets Mansgement Company snd
China Xinda Assets Management Company. set up » subsidiary, £ £158 2 57 404477
R ST {22 8) (Angang New Steel and {ron Company Limited) ("ANSI"), on 28th
December. 2000, ANS] consists of 24 plants, which were transferred from Angang
Holding. ANSI commenced its operation from Ist January, 2001. All the plants that
supply raw materials and utilities scrvices to the Company now beiong to ANSL. The
Company now sells its finished products to ANSI instead of o Angang Holding.
In addition. the Company’s cxports sales were msdo through Angsng Group
International Trade Corporation which is an sgent of (he Company.

{b)  Non-recurring businest trnsactions
~Acquisition of new converter furnaces, tand and related assets
On Ist April. 2000. the Company acquired the new converter furnaces. land ond
related assets from the Angang Holding at & consideration of Rmb409.000.000, The
acquisition was approved by the independent sharcholdess of the Company at the
Extmordinary General Mesling on 30th March. 2000.
-lssuance of convertible debentures

115t December, 315t December. N .
2000 1999 The issuance of comvertible debentures amotnting to Rmb1.500,000.000 on 15th
Rmb000 Ronb 000 March, 2000 svas graranteed by Angang Holding.
Interest income: 40,150 18,071 33, Retirement Beneflts and Other Stalf Beneflts
Less: interest expenses - The Company participates in an employee peasion scheme pursuant to the relevant regulatons
Exchange gein grescribed by Anshan City and the Lisoning Provincial Government in accordance with the
Exchange loss PRC Govemment's guidelines. All the employees of the Company are entitled to receive.
Others on relirement. pension payments from this scheme. Under the scheme, the Company was
required to make cantributions calcufated besed on 25.5% of the sggregatc monthly salaries
of all employees of the Company.
Non-Opersting lacome 34, Cuplsl Commitments
Ist Januery, to 1st January. 1o The capitsl commitments of the Company at 3151 December. 2000 were as follows:
31st December, 31st December.
2000 1999 Authorised Contracted
Remb'000 but nat but not
coontracted for provided for Total
Penalties on bresch of contracts 84 Ruib 000 Renb"000 Rib"000
Others 1832 Cantiuous casting 400.200 1.800 402.000
5216 Combined rotling Line 59.670 38.830 98.500
. G steel line 1.182.210 230.860 1.413.070
i 4.233 7.689 11.922
Non.Opersting Expenses
st Janssry, ot sy o YT T R ST
31st December, 315t December.
2000 1599 35, Contingent lability
Penatties and fines H"";:‘l’gg Rt 000 The Company did not have any contingent linbilities s at 315t December. 2000,
Loss on disposal of fixed assets 142 3663 36 Post balance sheet event
Others : 1,382 26 The Company signed s preliminary joint venture agrecment with Thyssen Krupp Stab] AG
Total I i to produce galvanized stec] on 8th February. 2001, The production line is planned to be
ot — e— localed in Dalin. Ench party will contribute US$30.000.000 1o (he share capital, The
— proposed joint venture is subject to the approval by the Foreign Economic and Trade
Related Party Transactions Commission,
Related pany with controlling interest: 37, Adjustments on the Net Profit und Sharcholders’ Funds in accordance with 1AS
Registered  Principal Relationta  Eronomic  Legal The Company’s accounts have been prepared in dance with the “A ing Standard
Name of Enterprises  address acthvities the Company mature  Tepresentative for Business Enterprises”. "Accounting System for PRC Joint Stock Companies” and other
Anshan lron and Steel  Tie NiDisuit  Productionand  Holdi Peosl Lis Jie relevant regolations. There are cerlain areas which are matertally different from the
Group Complex e Arehan, rtes of fest & o Company's accounts prepared undes [AS, Effects arising from these diffrences on net prolit
“Angang Holding™  Lioning metal groducté, and the sharcholler's fund for the year cnded 31st December, 2000 are set out below:
vince steel Rlument Prodt citributa e to sharrhdders Nel witts
te. a4 Jon e ). Al Ma A Ma
tuhes. and metdl fa eld reraies 159 Dacembes, 2208 Ducembes, 1779
structures Y b 000 b
The registered paid-in capital of Angang Holding as a1 31st December. 2000 is Fot acuomts
Rmb10,794.160,000. Wm.‘:""hh - EE A m 1012881 EIRC ]
Related panty transactions with Angang Hoiding: Oxvkend propascl aaet provided for - - 12618 -
. N N tmeatary prosion - 1% - -
(2)  Recurring business tmasactions Tl ey .u
! . i \ U830
Ist Jacuary to st Januery lo e e bR ilizess
315t December, 315t Decermber, il o el
2000 1599 == Duscusmt on vonreritic deleminte - - o -
Remb'100 Rmb 000 = Adderond bomeng
conl cuntabred — - £118 -
Sales rexcluding tusiness tax and surcharge) 823,188 354378 ermal ik 309 (10N W848 307
Subcontrcting fee rexcluding bosiness tax and P b ndkr [AS 101 108 4] 32107 FETIT)
surcharge) 119813 - o e prepi — i) —— ————
Sales/return of scrop malerials . . : N
ing husi 200,026 3 Nore:  The companative figures have bocn adjusted to reflect the retrospective eifect of the adoption of IAS
fencluding business tax and surcharge) o0z 75470 10 Events ofter the Balance Shert Deae {revised 1999) and IAS 37 Provisians, Contingent liabilities
"mh;&c esist 6885, m 527383 emd Cantingent Assets.
— Raw matesials 55 234,
— Ancillory materials and spare pans o 36,462 By Order of (be Board
Staff welfare and other services 77, 663 101,305 Chairuan
Supply of fuel and power DS 115997 Liu Jie
Technolog y licence fee 7,506 3,480 Hong Kong. 20th March, 2001




