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Financial Highlights
MBRE

FINANCIAL SUMMARY BREE
For the six months ended 30 June
Unaudited Consolidated
BEAA=1HIAEA
REEREE
2006 2007 2008
—EERE —TTLF —EENE
(RMB million) (RMB million)  (RMB million)
(AREBET) (A\REEET) (AR¥EER)
Revenue WA 4,774 6,648 11,650
Gross Profit EH 797 1,089 1,351
Profit Attributable to Equity Holders ARFERFHE AEGER 585 769 835
of the Company
Basic Earnings per Share (RMB) FREXEF (ARET) 0.20 0.26 0.29
Net Assets FEAE 5,199 6,259 7,473
Total Assets BEE 7,791 9,306 13,693
Profit Attributable to
Revenue Equity Holders of the Company
A AN RIEEFE AEARF]
RMB million RMB million
ARBBEET ARBBEET
11200 0 e e L b ilz650 il 1000 I T
835
800 -------------oooo--- ppooooaooaaaay
600 - 585 ------------ 0 W ---------
400
2006 2007 2008 2006 2007 2008
ZETREF —ET+F —ZEENF ZETRF —ZTT+F —ZTTNF

For the six months ended 30 June

BESNA=THLEARER

For the six months ended 30 June

BENA=THIEARER
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Financial Highlights
MBRE

SELLING PRICE AND GROSS PROFIT PER TONNE

Selling Price per Tonne BHEHER

Gross Profit per Tonne FHEF
Billets #R
Strips and strip products R Em
H-section steel HA
Cold rolled sheets and galvanised sheets RELIR RS EER
Combined Gl

Selling price per Tonne

SMHERE
RMB
AR
5000
4000
s 3,028

2006 2007 2008
ZETRF —TTLF —ZTT)N\F
For the six months ended 30 June
HEANA=THIERER

BHEEERERN

For the six months ended 30 June
Unaudited Consolidated
BZEAA=1HIAEA

RBERGE
2006 2007 2008
—EEREF —TELF —EZNE
RMB) (RMB) (RMB)
(AREETT) (AR®1) (AR%7T)
2,490 3,028 4,584
374 300 449
484 430 454
N/ATER 724 765
212 82 391
47 496 532

Gross Profit per Tonne

FHEF

RMB
AR

@l =c==cosccsscocscososssoossossooscaEsonE0sEs0o50

B —c-co—mm—mmm s oo Ll oo ccoocooos

417
400 ---p W----------F BR---------
300
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= —TELEF —TTN\EF

For the six months ended 30 June
HESNA=THIREAR
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Financial Highlights
MBREE

SALES VOLUME BY PRODUCTS RERERE S ZHE

For the six months ended 30 June
Unaudited Consolidated
BEAA=1HIAEA

REEREE
2006 2007 2008
—TERF ZTTLF —EENE
(000 tonnes) (000 tonnes)  ('000 tonnes)
(Fm8) (FmE) ()
Billets 2 853 113 460
Strips and strip products R EER 1,010 1,373 1,285
H-section steel HAL S N/ANEF 633 668
Cold rolled sheets and galvanised shests RELIR RIE TR 49 73 126
1,912 2,192 2,539
Sales Volume by Products
REREEE S 2 HE
For the six months ended 30 June
BEAA=THIEAEA
5.1% o
52.8% 3.4% i 62.6% 18.1% 50.6%

5.0%

26.3%

2.6%

[ Billets iR
[ Strips and strip products#s 4 K %5 S48 2 &
[ H-section steel H £ 4
Cold rolled sheets and galvanised sheets /2 EL1R & §E §£1k
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Corporate Information

AEER
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Chairman’s Statement
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Chairman’s Statement

ER|E

During the first half of 2008, China Oriental Group Company Limited
(“China Criental”, or the “Company”, together with its subsidiaries, the
“Group”) continued to report satisfactory results. During the period
under review, the revenue of the Group was approximately RMB11.65
billion, representing an increase of 75% from that of the same period
last year. The Group’s gross profit amounted to RMB1.35 billion,
which was 24% higher than that of the same period last year. Despite
a significant increase in raw material cost during the period, the Group
successfully passed on part of the cost pressure to the consumers.
The gross profit per tonne of steel sales was RMB532 per tonne,
representing an increase of 7% or RMB36 per tonne as compared
with RMB496 per tonne in the same period last year. The Group’s
profit before tax and the profit attributable to equity holders of the
Company during the first half of the year were RMB1.17 billion and
RMB835 million respectively, representing increases of 25% and 9%
respectively, when compared with those of the same period last year.

The Company continued to maintain a stable and healthy growth
in its overall development during the first half of 2008. With the
completion of its medium and small sized H-section steel facilities,
the Company’s overall annual production capacity of crude steel
had reached 6,000,000 tonnes. The Group successfully increased
its equity interest in Foshan Jinxi Jinlan Cold Rolled Sheet Co., Ltd
(“dinxi Jinlan”) to 81.5% and made a capital injection to Jinxi Jinlan
in February 2008, through a capital injection of RMB116 million and
a conversion of debt into capital of RMB64 million. It has provided
sufficient financial support to Jinxi Jinlan, which was then faced with
a shortage of funds and inability to achieve its expected production
scale. The additional capital from the Group also enabled Jinxi
Jinlan to continue its development and to expand its production
capacities, and strengthened the Group’s management control over
Jinxi Jinlan. Partly due to such support from the Group, Jinxi Jinlan
successfully regained its profitability and generated a profit before tax
of approximately RMB40 million.

In May 2008, the Group has set up Hebei Jinxi Section Steel
Company Limited (“Jinxi Section Steel”) to operate two newly
constructed H-Section steel production lines. China Oriental holds
80% equity interest in Jinxi Section Steel, with the remaining
20% interests held by more than 3,700 staffs of the Group. The
arrangement of staff equity investment will not only provide the
Group with additional operating capital of RMB240 million, it also
strengthens the employees’ sense of belonging to the Group.
The medium and small sized H-section steel production lines
commenced production in August 2008.

RZBEENFL¥FE  FEEHEEIE
BAERAB (THBERS KA A - &
AEMBAT [ AEE]) FEHSEAD
BARELS  c NEEHA - AEENHEED
BEIARMA16.5EIL  BEF R G
’75%  EFMABARBA3SETL REF
FIHAE & 24% @ E BN RE M BB KE L
AR AREBUD AR I A D AN LR
EEAEESE  BEUMEMEEENAAR
¥&5327T - M-ET L F RN AR 496
T B REARMEIC T TS o NS
FLEEFAEEBRABRAEN RARQT]
BEFBEABRGEN2AARE11.7E
TRARKES.35ET  REAFRED RIIE
£725% 9% °

TEBERFE ARAREZZTTNF
FHFEBRBEOKRE BEEHAOFH N
AHAMAEEREATEN - AEBEEEHE
M FERDETECOBM - R -_TT)\F
ZH AEEKRIDTRIEFRRILERS
HREAREBERAR([EAeH ] RER
81.5% ' WHHEITIZE  GHIFAAR
116 BT ES - ¥ AR 6,400
ETHEIEBRER - FRARET
B ORBEEDIRETEERENEZRSMT
BEAMESEREBNIEMEEE NN
FF - thiise T ASBEEA M E R
EHEE S - BOBERAEENIE - 2
ERSERNEEBEAR  WHEARELY
4,000 BT AR ©

RZZFZNFRA  AEELEAKIZAL
RALMAR AR (DEEIE]) - AIAE
EHEENRGEHEMAEER - PRERT
R TIEY S R 80% LA - ELER20% AiE i
AEEMAES7TO0OHEETRERFR - B
BHETREARNLZE  TEHRAE
EHERAHBEIARB24BT2EEE
T WRATAREETINRER - §H
RN HA A ERE R — T N\FEN
RARBEE -
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Qhairman’s Statement
FEHE

In May 2008, the Group announced an investment in the
construction of a coking plant with an annual production capacity
of 2.2 million tonnes of coke, one of the major raw materials for
the production of steel. The project will serve to further lower the
Group’s production cost and to ensure the quality and sufficient
supply of coke, so as to maintain a stable steel production schedule.
The coking plant is currently under construction, and its first phase
with a production capacity of 1.1 million tonnes is expected to be
completed and commenced operation in mid 2009.

In order to further extend its control over upstream activities and
to stabilize raw material supply, the Group decided to expedite the
consolidation of iron ore resources. In June 2008, the Group granted
the operating and managing rights in its existing iron ore resources
to Tangshan Jinxi Mining Company Limited, a former subsidiary of
the Group formed by Mr. Shen Xiaoling, an executive director of the
Company. The arrangement serves to facilitate the effective control
of its existing iron ore resources and to ensure reliable supply of iron
ore.

In August 2008, the Group has acquired a 71% equity interest and
71% shareholders’ loan in Tangshan Baotai Iron and Steel Group
Xinyi Iron and Steel Company Limited (“Xinyi Iron and Steel”) from
Tangshan Baotai Iron and Steel Group Company Limited and a few
individuals at a total cash consideration of RMB532 million. Xinyi Iron
and Steel is a sizable domestic steel mill which is located close to
Hebei Jinxi Iron and Steel Company Limited (“Jinxi Iron and Steel”). It
has integrated production equipment with steel production capacity
of 1,000,000 tonnes per annum. Following the acquisition, the
Group’s total production capacity of steel products has increased
to 7,000,000 tonnes per annum, in line with the Group’s plan to
increase its steel production capacity.

Xinyi Iron and Steel currently has annual crude steel production
capacity of 1,000,000 tonnes and a 650mm hot strip rolling line
with annual capacity of 1,000,000 tonnes. It also has an option to
purchase a 1,000,000 tonnes medium and small sized H-section
steel production line, which is under construction and is expected
to commence operation in the fourth quarter of 2008. When the
acquisition of this H-section steel production line materialized, the
Group’s production capacity will be further increased and hence
further enhancing its leadership in terms of production capacity in the
H-section steel market in the PRC.

RZZZN\FRA AEEESHIEEEE
BFERR220BWMMELE  fRAE
EMENEP-—BEEZREME - LEE K
1% A — SRR AEE K AN - WIRAIRF
ERemE REE  BEREEESS -
ZELBERBEEEEZP - BER
—EENFPTREEHI10BEEEN
R FBIRE -

AEBRTE—TRMEFEFES 1B
ERMEHER  RENEBEEBHEES
R R-_TFN\FEXA  BRHENHREE
REEEERRTARBNTESLRER
EERHEMNAIMBARELRABEERAR
NAE M IRE W EREERETTA RN
22 1) Ko WEAR SEL R 0 O fHLFE o

RZZBEZENFNA  AEERELESRN
BEEARARE—EFEMANRSHENRE
ARKS 2B THEE LERHNEEES
=R AR ([E=ME]) 2 71%8
REZMT1% M REER - B il 8=
—EEMERENNEEEY  BEFE
100 B WEHH = E AR B EER M - U E
HOM AL = PR AR D B IR A 7] ([ JEFE
@1 o  REBEBAOBEAMEERE - RIE
% AEBESFHEAELEKEET0S
Mg o

S IR FEEB1008E - 5
E—EFE1008 ME 6502 K 28] A58 4
Ef - UHAWE —GFEI00EWENE
R NEIHA A EARR R WAEE
MIEEERS  FHERZZEN\FENE
EARE - IR B Z HE i A E AR —
BRE  GERE—DEMAEERNER

ZETEHAHA S ISR EE A -
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Chairman’s Statement

ERBE

In research and development, the Group has engaged in the
development of new steel product series meeting European,
Japanese and U.S. standards. Mass production of these products
has commenced and they further increase the Group’s market
share in the developed regions. In June 2008, Hebei Jinxi Iron and
Steel Company Limited (“Jinxi Iron and Steel” or “Jinxi Limited”), the
principal subsidiary of the Group, joined hands with The College of
Metallurgy and Energy of Hebei Polytechnic University to establish
Jinxi Iron and Steel Research Institute, to develop the Group’s
products, upgrade its technology and train its personnel. Meanwhile,
the support in advanced iron and steel products and technology
from ArcelorMittal (“ArcelorMittal”) further enhances the competitive
edges of the Group in the Asian region.

STRATEGIC COOPERATION WITH ARCELORMITTAL

In February 2008, ArcelorMittal, the world’s largest steel
conglomerate, completed its unconditional mandatory cash offer for
shares in the Company and became the Company’s second largest
shareholder. This development further cemented the strategic
cooperation in the industry between the two parties.

In April 2008, China Oriental entered into a technology transfer
agreement with ArcelorMittal regarding the introduction of advanced
steel manufacturing technologies including steel sheet pile
production technology and the continued upgrading of H-section
steel technology. In addition, China Oriental entered into an iron
ore and coke long term supply agreement with ArcelorMittal in the
same month. The agreement had been approved at the Company’s
Special General Meeting, and is currently being implemented. Other
cooperations under discussion include support in the provision
of production technology for optimizing utilization of resources,
global sales network support, funds and professional management
support.

FERE T E - B R 5 4B B 3 T RO ER
2 BHEREZMMERRSY] - BEDH
EEE E—SHETEEMENTISMN
H-RZZEZNGFRA TEEXZHE
~ELAdEEFEEER D BR AT (EEH
) EAHEIE T K2 EEERERA1E
2 R S AT FE b - 30 A% B0 R EE R R
B CBMRARAMBE=Z[AEXZ&HE -
B - ArcelorMittal ([ ZEEAKER ) TE
FEHEEREEREMTANIES S
2 B 5 7E oM 0 [ A 5 B 22 hne

e

HZBYEREAONRKEHE

RIZEZNF A 2BR&ANHEES
EREZBLKIEBTNK T BRI R 1ER
W KB TARFIE ZABRE - B
BETETTNEEE S ERIR o

R-ZZEZNFMOA  PERGEZBEEK
ERRE T BN EMARE L E R R
RBIRTT HEL S R 1l S5 1 SR — O S A
EMBRNRMERE G- RA - AR
BRZBLAEMBRR THEALERD
RHIHEGZ  YORBREREIASEE
ik BHEBREENTEST - HLIERE
B HMAFERRRERAXAMBERNE
ERl - 2REERBEXR B2 REX
BRI HEAER -
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Qhairman’s Statement
FEHE

ACCREDITATION FOR THE COMPANY

In July 2008, the Ministry of Commerce awarded Jinxi Iron and
Steel “Grade AAA(D class Credible Enterprise”, the assessment
was based on comprehensive evaluation of an enterprise’s financial
position, contract performance situation, credit and debt situation.

In July 2008, Jinxi Iron and Steel has been named “Sichuan
Earthquake Relief Advanced Entity” by the people’s municipal
government of Tangshan, in recognition of the Company and its
staff’s fulfillment of their social responsibilities in contributing to the
quake-affected area.

PROSPECTS

Steel selling prices and raw material costs began to stabilize in
the second half of 2008. With the two medium and small sized
H-section steel production lines becoming operational, the Group’s
overall annual capacity of H-section steel is expected to reach 3.5
million tonnes. The Group expects that its diverse product series of
large, medium and small sizes H-section steel could address the
varying demands of end-user customers by offering them one-stop
shopping. This can further strengthen the Jinxi Brand H-section
steel’s image in the steel market, and consolidate the Group’s
leading position in China’s H-section steel market.

The series of catastrophes which occurred in China during the first
half of the year had aroused the public concern about the safety of
infrastructure and building structures. The broad market recognition
of steel structure has fueled the rise in demand for steel. The Group
expects that the demand for the Group’s steel products will have
certain growth in the second half of the year and the coming year.

RZZFZNFLA  BRABHETEA
HEAAADERHAELREFER - BRFE
ERBEEEMBMRR ARETRERS
BARAEZEREE ©

R-ZZEZNFLHA BUTARBFE
TRV E [ LRI ER A
HEER KBRS URELQARIKEKRE

IRfTHEEE  RMWEXRER—H N

Eo

ARRE

“EENFTHFFMYHEBER LR
RABBRRIE ° BEE Mg /N H 2 i
FEMEARE  AEEEEBHIUMFE
BETEHAS =R 350 B MR - AEETEHEH
BYR - R R/ NEYH R 6 % ST AE EE an R 5
HEERTRFTROEHEP — AR
BB Ehnse{c T [DRPERR JH I IS H)
BEWR  UREBEASEATBEHLH
MIZREE ML o

ERNSFLFFRARLAL  SIETH
REEEREREEBEL 2 ENSERR
- HEFEREZMEEEREZRARM
FEERE  AEEFEFSFTLFRAF
BAREEWETEMRFRINE —ENIE
£ o
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Chairman’s Statement

EREHmE

With China being the biggest and one of the fastest growing steel R R AR EREA N EE IR E TS
markets in the world, China Oriental and ArcelorMittal’s strategic 2 RERFETBELKIBENER
alliance, on the other hand, enables ArcelorMittal to further entrench TEANFLELKERE—FERH
its leading position in the world’s H-section steel market. With FEHAH A BIBRE LA - NAFEER
the cooperation with ArcelorMittal, and its internal fundamentals BETBRLERKBENEE  UWEAEEAR
and niches, the Group believes it can achieve further vertical SRR TEMREES - IR IERA S
integration by incorporating raw material supply chain in the B A EHFBEMAHLERE R T
upstream and expanding its diversified value-added product range TTILBEER  PREESBHERNIERE
in the downstream. China Oriental is well-poised to develop into AT RMES E—EAMEEN&E R
sustainable market leader with the strongest profitability in the China BRROTIZEEE o

market.

APPRECIATION =

The board would like to extend its gratitude to the staff for EERELEHAEE2BETNE M
their dedication and contribution to the Group, and to thank its BEL o Bboh MUY R RMNZFNE
shareholders for their support and trust in the Company. The Group T BUARDORGE - WS EE R R -
will continue to join hands with its shareholders and staff to realize BEIMUEEEF ZREEEE H=F
shareholders’ value and share the Group’s growth prospects. BACE -

The board would also like to express its appreciation for the staff’s EEZRNEHERNEREINRINGEE
enthusiastic donation which raised over RMB3 million for the Sichuan BEREFAARE=a8tH8mE
earthquake affected area. KEWITARTAREE -

Representative of China Oriental
participate in 2008 Beijing Olympic
Torch Relay in Tangshan City of
Hebei Province
FRERARKRSETILEE LT
2008 I R RIBE N IR
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Business and Financial Review

EBRNABHRE

SALES VOLUME

During the first half of 2008, the Group’s total sales volume was
2,539,000 tonnes (2007 corresponding period: 2,192,000 tonnes),
representing an increase of 16%. The Group’s sales volume
breakdown was as follows:

1B

TEEINFLYEFEAEEREEE R
2,539,000 ( —F & + F [A Hi : 2,192,000
W) EF16% - AEBNERHMEES
m

For the 6 months ended 30 June

2008 2007
BEAB=THLAER
“EENF e

Changes in
Sales
Sales volume Percentage Salesvolume  Percentage volume

(' 000 tonnes) (000 tonnes)
HE te Al #HE il BeHE

() (Fz)
Billets 7 460 18.1% 13 5.1% 307.1%
Strips and strip products BHREREER 1,285 50.6% 1,373 62.6% (6.4%)
H-section steel HESR 668 26.3% 633 28.9% 5.5%
Cold rolled sheets and RERR 126 5.0% 73 3.4% 72.6%

galvanised sheets R

Total A&t 2,539  100.0% 2,192 100.0% 15.8%

Increase in production capacity and increase in market demand
during the period under review had led to an increase in the
Group’s sales volume. Among the Group’s various products, billets
experienced the most significant growth in sales volume. This was
mainly due to the completion of the construction of billet production
facilities for the Group’s medium and small sized H-section steel
production ahead of schedule. With the full commencement of the
operation of medium and small sized H-section steel production
lines, the additional billet production capacity is expected to be
substantially for the production of H-section steel which offers a
higher profit margin.

REESA - ARMEEENREANARR
BREBMY MSEFERRY - ARENE
mHEE LT - EAREZRBERT - Wl
AHEERBRRBE - ERARNF
f/NEYH R S A B 8 4R A EE RR B R AT 7T
B o REAR AN HA A EREEIRE
% AEEFEMTEREKBARY ARNE
EEMNBRSHHIMES -
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Business and Financial Review

EBRMPHRE

REVENUE

Revenue of the Group in the first half of 2008 was RMB11.65 billion
(2007 corresponding period: RMB6.65 billion), representing an
increase of 75%. The Group’s sales breakdown and average selling
price by product (excluding value-added tax) were as follows:

—EENFLEFAREERBEEBAA
R¥116.501B L (ZEZELFREE : AR
¥e6.508 L) R_ZZTLFRBKE
75% c AEERBHABRHEERERTEE
EfzEDFHEEE/ENT

For the 6 months ended 30 June

2008 2007
HEAR=THLAER
Z2ENF = s
Changes in

Average Average Average

selling seling selling

Revenue price Revenue price Revenue price

(RMB million)  (RMB/tonne)  (RMB million)  (RMB/tonne)
;14
TH4E e 25

HER

Ef HER £R HER  BEER

(AR¥EER) (ARMT/B) (\RREET) (\RET/H)

Billts #7 2,011 4,369 284 2519 608% 73%
Strips and strip products EERBIEER 5,663 4,407 3,878 2,825 46% 56%
H-section steel HE 3,242 4,856 2,103 3,325 54% 46%
Cold rolled sheets and RERR 723 5,735 371 5,066 95% 13%
galvanised sheets HR

Others -0 11 N/A 12 N/A 8%) N/A

TER il MR
Total At 11,650 4,584 6,648 3,028 75% 51%

During the period under review, the domestic and global demand
of the iron and steel market remained strong. This along with
the substantial increase in raw material prices had resulted in a
significant increase in steel product price by 51%. On the other hand,
the Group’s enhanced capacity had led to a 24% growth in sales.

Overseas sales accounted for 6.7% of the total sales (2007
corresponding period: 7.6%). Overseas sales of H-section steel
accounted for approximately 72.6% of the total overseas sales (2007
corresponding period: 85.1%).

REESHA - BASMNE T SRR
BB - LR RHER AR LR - K
ARG S ¥ R (B G KB EFH4951% © [A
RSB ERR FEHEEM  bH
KH)24% MHE T RIER

BIMEE SRR EEEESENGT% (=
EEFRE:7.6%) Hi - HEHH
BINEENERIGIMNEESTLT2.6%(=
T FRLE :85.1%) °
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Business and Financial Review

EBRNABHRE

COST OF SALES AND GROSS PROFIT

The consolidated gross profit of the Company for the first half of
2008 amounted to RMB1,351 million (2007 corresponding period:
RMB1,089 million), representing an increase of 24%. Gross profit
margin was 11.6% (2007 corresponding period: 16.4%).

Gross profit per tonne increased from the corresponding period of
last year’'s RMB496 to RMB532 during the period under review,
representing an increase of RMB36 or 7% per tonne showing a
larger increase in dollar amount in average unit selling price than in
average unit cost. The decrease in gross profit margin was due to the
increase in the cost of sales in terms of percentage at a greater pace

RAREF
—EENFLEFHNEEEINAEARE
135118 T(ZEZFRE : ARK10.89
Bon)  R-ZEZ-FREIEIMN24% - £F|
EE11.6% (ZZZTLFREE  16.4%) °

EHRNEBEAMEEENAARES32
T BZZELFREMARK 496 T

UL RIEARK 36T 7% R T
EELHLESRTHRASERILIE
EMEMNTRAZEAAEBARERS
EMRHBR AR LR BREEKRATH

Leey R E SR A R B 0 i _EFEE

increase in the prices of raw materials such as iron ore and coke. ER

than the increase in revenue, which in turn was due to the significant

Average cost and gross profit per tonne during the period were as N2 [ A A R B RS M S 15 AR R E A a0
follows: ™

For the 6 months ended 30 June

2008 2007
HERR=THLAMEA

ZEENE CERtE
Gross Gross Gross Gross
Average cost profit profit  Average cost profi profi
per tonne per tonne margin per tonne per tonne margin

(RMB) (RMB) (RVB) (RMB)

SHYH 5 BETE G
B £ ERE KA £ EH%

(AE%7)  (ARET) (AE¥7)  (AR%7)
Billets i} 3,920 449 10.3% 2,219 300 11.9%
Strps and strp products FERTARER 3,953 454 10.3% 2,30 430 15.2%
H-secton steel HES 4,091 765 15.8% 2,601 724 21.8%
Cold rolled shests and RIRR 5,344 391 6.8% 4,984 82 1.6%

galvanised sheets R

Total aif 4,052 532 11.6% 2,532 496 16.4%
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COST OF SALES AND GROSS PROFIT (continued)

The gross profit margin for the first half of 2008 decreased due to
the substantial increase in raw material price. The Group’s overall
profitability was not affected. Gross profit of the Group increased by
24% to RMB1,351 million. Meanwhile, the operation of Jinxi Jinlan
had been further enhanced and the gross profit and gross profit
margin of its cold rolled sheets and galvanised sheets has continued
to improve.

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 30 June 2008, the Group had a workforce of 8,000 and
temporary staff of 2,700. 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. The
Group’s remuneration policies are to tie its employees’ income to
their productivity and/or sales volume, as well as to the extent that
they meet the Company’s quality control and cost control targets.

DIVIDEND POLICY

The Company plans to distribute not less than 20% of the Group’s
distributable profit as dividend. However the actual amount of
dividend and its percentage to profit will be at the discretion of
the Board and will depend upon the Company’s future operation
and earnings, capital requirement and surplus, general financial
condition, contractual restrictions, and other factors that the Board
find relevant. In addition, pursuant to the relevant PRC law, Jinxi
Iron and Steel’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.

BAERERN#)

“ERNFLFENENERZIREMEHE
BREEFANFEN NE - BEARASEER
BNIRZRNEE  ENSBEE LTT24%
EARK1BL51ET - A 2AESHH
SEEEE TR HEENSER KL
FEAREN REN R ERGRHENRE -

ANEREFHMBER

RZEZENFAAA=Z+H AEBRAE
T #8,000 A M E&HE T A492,700 A » BT
RABEERTE REF - BEERANBE
BB METEA - BERRE S B e
FHEl - KERBRFTE - FERRITERE
RENATFES -  AEBEMNFHEREH
EEMWARAE DR SHEERNE - I
RIFEEFEEBREES R AES B
EHEEMIE o

IR EBE

ARBFEID IR DAL E 20% H R 2
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Business and Financial Review
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FINANCIAL REVIEW

Capital Structure

The cash and cash equivalents of the Group as at 30 June 2008 was
RMB645 million (31 December 2007: RMB690 million). After taking
out the cash and cash equivalents and the relevant restricted bank
balances, net borrowings was RMB879 million (31 December 2007:
RMB535 million), accounting for 12% (31 December 2007: 8%) of
the Group’s consolidated net assets after deducting minority interest
of RMB7,224 million (31 December 2007: RMB6,549 million).

The net current assets was RMB983 million as at 30 June 2008
(81 December 2007: RMB1,004 million). The current ratio (current
assets divided by current liabilities) was 1.2 as at 30 June 2008 (31
December 2007: 1.4). As at 30 June 2008, the ratio between total
liabilities and total assets of the Group was 45% (31 December 2007:
34%).

The net asset value per share of the Group as at 30 June 2008 was
RMB2.47 (31 December 2007: RMB2.24), representing an increase
of 10%.

The consolidated interest expenses on borrowings in the first half of
2008 amounted to RMB48,885,000 (2007 corresponding period:
RMB30,664,000). The interest coverage (divide earnings before
interests and taxes by total interest expenses) was 25.0 times (2007
corresponding period: 31.5 times).

Subsequent to the period end, the Group has been granted a total of
RMB1,249 million banking facilities and borrowings, which comprise
RMB449 million trade line and RMB800 million borrowings under an
assets sale and leaseback arrangement.

The financial position of the Group was in very healthy condition.
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N
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FINANCIAL REVIEW (continued)

Capital Commitments

As at 30 June 2008, the Group had capital commitments amounted
to RMB2,083 million (31 December 2007: RMB1,161 million), which
mainly consisted of the capital commitments to the construction of
a coking plant with annual production capacity of 2.2 million tonnes
and medium and small sized H-section steel production lines with
annual production capacity of 2 million tonnes and other ancillary
projects. It is estimated the capital commitments will be financed by
the Group’s internal resources and borrowings.

Guarantees and Contingent Liabilities

As at 30 June 2008, the Group’s contingent liabilities amounted to
RMB61 million (31 December 2007: RMB31 million) which was the
provision of guarantee for bank borrowings in favor of third parties.

Pledge of Assets

As at 30 June 2008, the net book value of the Group’s property,
plant and equipment amounting to RMB1,394 million (31 December
2007: RMB1,396 million), land use rights amounting to RMB63
million (31 December 2007: RMB24 million), inventories amounting
to RMB489 million (31 December 2007: RMB57 million), notes
receivable amounting to RMB480 million (31 December 2007:
RMB158 million) and restricted bank balances amounting to
RMB476 million (31 December 2007: RMB172 million) had been
pledged as security for the Group’s banking facilities.
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Business and Financial Review

EBRNABHRE

FINANCIAL REVIEW (continued)

Exchange Risks

As at 30 June 2008, Renminbi, US dollar, HK dollar and Euro
accounted for 87.14%, 12.64%, 0.22% and 0.0005% of the Group’s
total bank balances (including restricted bank balances) respectively
(31 December 2007: 82.17%, 15.42%, 2.41% and 0.001%
respectively). As most of the sales, raw materials procurement and
bank loans during the first half of 2008 and 2007 were denominated
in RMB, hence the exchange risk sustained to the Group is relatively
low.

Interest Rates Risk

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 derivatives to hedge its interest
rate risk exposure.

Post Balance Sheet Events
Saved as disclosed in this report, 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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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

At 30 June 2008, the long and short positions of the directors of the
Company (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 (“SFQO”)) as recorded
in the register required to be kept under Section 352 of the SFO
required to be kept by the Company; or were requird to be notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
which they are taken or deemed to have under such provision of the
SFO); or were required pursuant to the Model Code for Securities
Transactions adopted by the Company, were as follows:

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

ESNRSZNERERAR

RZZBZENFRNA=TH EFRITEK
BERARAREBBEEE(EERLERE
PIEEMEFZRAEN [FEH BB G
1] &+ HER) B D - HBER D REREE
o A RERE S MR RG] 352 R4
BRARRATHFEZERMAZEmHK
KB IRBEBEFMABGEME T RAFR
TRESH D - ABHMARBREBEBHE
RHMBRAR (B ]) 2 BmHRB
(BRERERES LB HRINZFER
BEEERGBERENRZIRR) &
REARFERMNESETESI I
RESTARE - BABAARRB BRI
B EXR T

FEROABERRAQTNERMEE !

Percentage

of the

Company’s

issued share

capital
Corporate Personal EARQFE Long/Short
Interest Interest BITIRA Position
AR R fEARE RS WEZDL 79}
Mr. Han Jingyuan (Note 1) 1,317,5602,849 - 44.98% Long
BRAIUR A (1B —) Sy}
- 2,800,000 0.10% Long
R
Mr. Zhu Jun - 2,400,000 0.08% Long
KELE R
Mr. Liu Lei - 2,400,000 0.08% Long
ZEE TR
Mr. Shen Xiaoling - 2,400,000 0.08% Long
BRI S TR
Mr. Gao Qingju - 1,686,000 0.06% Long
=EREE TR
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Notes:

1. At 30 June 2008, 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 a subsidiary of the Company. Wellbeing Holdings beneficially
owned 1,255,849,124 shares representing approximately
42.88% of the issued share capital of the Company. Mr. Han also
beneficial owner of 100% of the issued share capital of Chingford
Holdings Limited (“Chingfold Holdings ") which beneficially owned
61,653,725 shares representing approximately 2.1% of the issued
shares of the Company.

At 30 June 2008, Mr. Han Jingyuan beneficially owns 2,800,000
shares representing approximately 0.10% of the issued share
capital of the Company.

Save as disclosed above and in the section of “Equity-settled share
option scheme” below at 30 June 2008, 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 adopted by the Company.

EQUITY-SETTLED SHARE OPTION SCHEME
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.

1. RZZEZENFRA=Z+H G BEHERELEE
E A Wellbeing Holdings Limited
(TWellbeing Holdings]) B 17 i 4~
63.15% Mz WHUEEAXARAR
A—HEWNEARETEENMNERE
Wellbeing Holdings B #1T% 7~ 16.09%
BI4EE - Wellbeing Holdings BE# A
1,255,849,124 % iﬂﬂi" Al AT

R 42.88% o R ZTT\NF R
A=+ R7FE##FE Chingford Holdings
Limited ([ Chingford Holdings |) 2 &8 & %
77BA > i Chingford Holdings #4 AR
A]61,653,725 8% + #AE AR A RIE BITR
K2 1% KER ©

R-ZZEZNFRA=+H" ﬁcﬁﬂLf’EE
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At the date of this report, pursuant to the unconditional mandatory MARER  RBELZELKERN_ZEZ
cash offer — the option offer by ArcelorMittal on 14 January 2008, all NEFE—A+mBEE ZEGHEHE W
the grantees have accepted the option offer and all the outstanding HEZz IR EEE  TABRER

share options have been redeemed and cancelled accordingly. BAEESEREREZZMMEEEL
Details of the shares option outstanding during the period and at the RS E D BB AL - RARE B ERA
date of this report were as follows: REFARMARITEABIREFBEOT ¢
No. of options No. of options
No. of options exercised/ No. of options  exercised/cancelled/ No. of options Closing price
outstanding No. of cancelled/lapsed outstanding at lapsed during the outstanding per share
at1Jan 2007 options granted during lastyear 31 December 2007 period under review at the date immediately
HoBELE during last year REER HoBEBtE HAER of this report before the date
-f-8 REER Bfif/ tZA=t+-A gt/ WERERS Exercise price of grant
RN gl /K ARN /530 E per share BERHARE
BhEsE fiegA #hiEnn fhiEnn BhEae fhREsE SRARE LU
HO HKD
T A
M. Han Jingyuan 2,800,000° - 2,800,000 - - - 176 174
BiEfL
M. Zhu Jun 2,400,000° - 2400000 - - - 176 174
7BRE
M. Liu Le 2,400,000° - 2400000 - - - 176 174
Yark
M. Shen Xiaoling 2,400,000° - 2400000 - - - 176 174
HERE
M. Yu Jianshui - 2,400,000 - 2,400,000 2,400,000 - 524 524
TRkEE
M. Gao Qnglu 2,400,000° - 2400000 - - - 176 174
RRELE
M. YuTung Ho 2,400,000° - 2400000 - - - 176 174
SAERE
Mr. Wong Man Chung, Francis 2400000 - 2,400,000 - - - 176 1.74
EUTEE
* granted on 30 June 2006 * RZBERFERA=ZTHET

** granted on 27 October 2007 o RIERAEFTATEEET

The accounting policy for equity-settled share option is stated in the R ENEREN ST ERRGEE
note 2.2 of the consolidated condensed interim financial information. A A B E R 2.2 FIH -
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the period 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.

SUBSTANTIAL SHAREHOLDERS

At 30 June 2008, 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:

EETBERONESFHNEF

R EXPRIREEE SN - REAREAIEE - 8
BEEMEFARESANEBIRB TN
PR T R ER AE AR E A R R ST R E
TEAABEBRNAEFMERNERN - X
ITEERZFER AR S HEAEAE
BeREl - R RN E AR LW E QB ERT
MERZHE - BEARBES  KEEB
BB AR /RN F LA BEREE
ENBEBAZEER -

FERR

R-BE\FAA=TH  ARARESE
% J M 5 ()25 336 (AT 17 B VR B A
Fiiss - FHAL(AAAEFHEET
B BBIN) RAR ARG RAARBBL 5
BRREIARIT -

Percentage of
the Company’s

issued
Number of share capital Long/
Name Shares held HAENBE BT Short Position
=18 iR EE e Nl 387
Wellbeing Holdings Limited 1,255,849,124 42.88% Long
Wellbeing Holdings Limited e
Mittal Steel Holdings AG (“Mittal AG”) (Note 1) 867,711,151 29.62% Long
Mittal Steel Holdings AG (7t —) e
509,780,740 17.40% Long
e
ING Bank N.V. (Note 2) 289,990,800 9.90% Long
ING Bank N.V. (& =) Sy}
289,990,800 9.90% Short
wRE
Deutsche Bank Aktiengesellschaft (Note 3) 220,934,306 7.54% Long
Deutsche Bank Aktiengesellschaft (it =) e
219,801,940 7.50% Short
RE
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Notes:

1. As at 30 June 2008, Mr. Lakshmi Niwas Mittal and Mrs. Usha
Mittal directly own 36.24.% and indirectly own 36.24% of the
issued share capital of ArcelorMittal, which indirectly holds 75%
interest in Mittal AG that beneficially owns 867,711,151 shares
representing approximately 29.62% of the issued share capital of
the Company.

On 30 April 2008, Mittal AG entered into a put option agreement
with ING Bank N.V. and Deutsche Bank Aktiengesellschaft and
pursuant to the terms and conditions as contained therein,
Mittal AG granted an option to ING Bank N.V. and Deutsche
Bank Aktiengesellschaft respectively for an aggregate amount of
509,780,740 Shares representing approximately 17.40% of the
issued share capital of the Company.

2. On 30 April 2008, Mittal AG and ING Bank N.V. entered into a put
option agreement whereas Mittal AG granted an option to ING
Bank NV to sell 289,990,800 Shares in accordance with the terms
and conditions contained therein. As at 30 June 2008, ING Bank
NV owns 289,990,800 Shares representing approximately 9.90%
of the issued shares capital of the Company.

3. On 30 April 2008, Mittal AG and Deutsche Bank Aktiengesellschaft
entered into a put option agreement whereas Mittal AG granted an
option to Deutsche Bank Aktiengesellschaft to sell 219,789,940
Shares in accordance with the terms and conditions contained
therein. As at 30 June 2008, Deutsche Bank Aktiengesellschaft
owns 220,934,306 Shares representing approximately 7.54% of
the issued shares capital of the Company.

Saved as disclosed above, at 30 June 2008, 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.

1, RZZEZNFRXA=+H"Lakshmi
Niwas Mittal e £ F Usha Mittal KK E
BHEARBERBRBEITRG 36.24%
BaNMEAEEELTBELRERD #1T
P17 36.24% 1 25 1T &2 B 45 K 45 B [ %
A Mittal AG 756% % REERES
867,711,151 % » AMEARR AIE EHITRA
29.62% 1z ©

RZZEZNFMHA=+H ' Mittal AGH
BIELING Bank N.V.#1Deutsche Bank
Aktiengesellschaft#5] 7 — 17 524 BiE
T & AR 15 B B R 5K - Mittal AG D 5l
T ING Bank N.V.#lDeutsche Bank
Aktiengesellschaft —{ER G B - &4
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17.40% fE s o
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted a code of conduct regarding directors
of the Company’s securities transactions on terms no less than
exacting 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 throughout
the period and its code of conduct regarding directors’ securities
transactions.

AUDIT COMMITTEE AND INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has established an Audit Committee comprised all
three Independent Non-Executive Directors namely Mr. Gao Qingju,
Mr. Yu Tung Ho and Mr. Wong Man Chung, Francis with written term
of reference in compliance with the requirement of Listing Rules.

The Audit Committee has reviewed the unaudited consolidated
condensed interim financial information and the auditors of
the Company have conducted their review in accordance with
Hong Kong Standard on Review Engagements 2410 issued by
the HKICPA. On 18 August 2008, the Committee met with the
management to review the unaudited consolidated condensed
interim financial information and consider the significant accounting
policies.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities for the six months
ended 30 June 2008.
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COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

In the opinion of the directors, the Company complied with the Code
on Corporate Governance Practices (the “CG Code”) as set out in
Appendix 14 of the Listing Rules, throughout the period except the
following:

Under Code Provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separated and should not
be performed by the same individual. Currently, Mr. Han Jingyuan
serves as the Chairman of the Board and the Chief Executive
Officer of the Group. 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.

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 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. Mr Han
Jingyuan, the Chairman of the Board is willing subject to re-election
when the services contracts expire at the general meeting held in that
year. The Board will consider amending the By-laws in the future in
order to comply with the Code Provision in the future.
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Other Information

HE R

CLOSURE OF REGISTER OF MEMBERS AND PAYMENT
OF INTERIM DIVIDEND

The register of members of the Company will be closed from
Thursday, 16 October 2008 to Monday, 20 October 2008, both days
inclusive, during which period no transfer of shares will be effected. In
order to qualify for the interim dividend, all transfers accompanied by
the relevant share certificates must be lodged with the Company’s
share registrars Hong Kong Branch, Tricor Investor Services Limited
at 26/F., Tesbury Centre, 28 Queen’s Road East, Hong Kong not
later than 4:00 p.m. on Wednesday, 15 October 2008. 2008 interim
dividend will be paid on Wednesday, 12 November 2008.

LIST OF DIRECTORS

At the date of this report, the Executive Directors of the Board are
Mr. Han Jingyuan, Mr. Zhu Jun, Mr. Liu Lei, Mr. Shen Xiaoling, Mr.
Yu Jianshui and Mr. Zhu Hao. The Independent Non-Executive
Directors are Mr. Gao Qingju,Mr. Yu Tung Ho and Mr. Wong Man
Chung, Francis.

By order of the Board

China Oriental Group Company Limited
Han Jingyuan

Chairman and Chief Executive Officer

Hong Kong, 18 August 2008
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Report on Review of Interim Financial Information

M B ENNERRS

TO THE BOARD OF DIRECTORS OF CHINA ORIENTAL
GROUP COMPANY LIMITED
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
29 to 68, which comprises the consolidated condensed balance
sheet of China Oriental Group Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) as at 30 June 2008
and the related consolidated condensed income statement, the
consolidated condensed statement of changes in equity and the
consolidated condensed cash flow statement for the six-months
period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the
Listing of Securities on the Main Board of The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are responsible for the
preparation and presentation of this interim financial information
in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to express a conclusion on
this interim financial information based on our review and to report
our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.
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Report on Review of Interim Financial Information

qﬂﬁﬁ,\ﬂi%ﬁﬂﬂﬁ%ﬂﬁ#ﬁ*

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18 August 2008
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Consolidated Condensed Interim Balance Sheet

GEBRPHEERER

(All amounts in Renminbi (‘RMB”) thousands unless otherwise stated) (& 2GRN - FIBESRBHIUARE T TAEM)

As at
30 June 31 December
2008 2007
i
—EENF ZETF
AB=+H +=-A=+—H
Note Unaudited Audited
Kzt RISEZ KEZ
ASSETS BE
Non-current assets FEREBEE
Property, plant and equipment M - WE MR 5 7,255,977 6,405,538
Leasehold land and land use rights FHE 43 N £ Hb(F F 5 75,615 76,441
Investment properties WA 5 18,804 19,328
Intangible assets EEE 5 7,667 =
Investments in an associate BN AR E 8,940 8,122
Loan receivable JEWE TR 6 130,000 =
Deferred income tax assets EEFTS T E E 13,035 3,194
Total non-current assets FRBEEST 7,510,038 6,512,623
Current assets mENEE
Inventories e 3,335,189 1,836,997
Trade receivables FEWE 5 8RR 7 1,133,508 488,825
Other current assets HEMmeh&EE 8,089 4,037
Prepayments, deposits and TENRIE - e Kk
other receivables E fib U BR TR 8 562,529 447 156
Financial assets at fair value BZATETE B EEE)
through profit or loss AFABERNSRIEE 154 146
Amounts due from related parties JE s e 5 Sk IE 22(c) 22,141 11,055
Restricted bank balances R FIERTTAE SR 476,141 171,690
Cash and cash equivalents Be MREEEY 645,205 689,591
Total current assets RBEEST 6,182,956 3,649,497
Total assets mEE 13,692,994 10,162,120
EQUITY e
Capital and reserves AAFERFEA
attributable to equity ERAR S
holders of the Company
Ordinary shares TR 9 311,669 311,444
Share premium &8 B 9 2,189,695 2,185,964
Other reserves Efthf# 10 1,144,182 1,144,182
Retained earnings BI1r e 3,578,183 2,907,100
7,223,729 6,548,690
Minority interest DY R 248,846 147,414
Total equity EREE 7,472,575 6,696,104
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Consolidated Condensed Interim Balance Sheet (continued)
metifAthEEAER (E)

(Allamounts in RMB thousands unless otherwise stated) (B B BEIEHAIN - B BEIUARBE T TAEN)

As at
30 June 31 December
2008 2007
"
—EENE —TEF
~NA=+H +=—A=+—H
Note Unaudited Audited
it REBEX EZ
LIABILITIES =L
Non-current liabilities FkRBERB
Borrowings Bk 13 745,000 765,000
Deferred revenues PRIEUTA 3 80,000 =
Amounts due to related parties FE{ ARG 75 5RIE 22(c) 65,055 55,733
Other long-term payable Eth REFFES IR 14 130,000 -
Total non-current liabilities FRBEBEE 1,020,055 820,733
Current liabilities REBEME
Trade payables JEHE F BRI 11 2,231,292 715,535
Accruals, advances from TEIRE R « BkE P FIE
customers and other FEMREEE
current liabilities 12 1,697,930 1,371,328
Amounts due to related parties FE{ AR 75 5RIE 22(c) 42,224 8,571
Current income tax liabilities EHIFSHEE 267,062 88,382
Borrowings (R 13 959,666 460,000
Dividends payable FEF A% B 2,190 1,467
Total current liabilities REBAESE 5,200,364 2,645,283
Total liabilities =Lt 6,220,419 3,466,016
Total equity and liabilities EnREEET 13,692,994 10,162,120
Net current assets REEETFHE 982,592 1,004,214
Total assets less current liabilities #AEERAEEE 8,492,630 7,516,837

The notes on page 34 to 68 form an integral part of this consolidated F34ZE 68 B MM ARERE KRAH HA 1%
condensed interim financial information. BRI AR LI o
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Consolidated Condensed Interim Income Statement

ek ER

BAAEBIN  BSZREUARETITREM)

(Al amounts in RMB thousands unless otherwise stated)

Six months ended 30 June

2008 2007
BZ~A=1+HI~EAR
—EENE ZETF
Note Unaudited Unaudited
HizF RICERZ RICEZ
Revenue A 4 11,649,520 6,648,045
Cost of goods sold SHE KA (10,298,601) (5,558,614)
Gross profit EF 1,350,919 1,089,431
Other income EAbYA 6,553 1,040
Distribution costs PoR =D (44,231) (27,890)
Administrative expenses THERA (120,980) (85,727)
Other expenses HEtER (5,391) (3,401)
Other losses — net H 518 — F 58 (6,431) (10,773)
Operating profit RERER 15 1,180,439 962,680
Finance income BT U A 7,594 5,293
Finance costs BT RN (17,588) (30,664)
Share of profit/(loss) of an associate  fE(EEEE A RLER],(EE) 818 (625)
Profit before income tax BREFBHEATER 1,171,263 936,684
Income tax expense Fristi & A 16 (305,008) (148,472)
Profit for the period HA = F 866,255 788,212
Attributable to: PEG
— equity holders of the Company S WNGIL: £S5 2N 835,440 768,881
— minority interest — LY R ERS 30,815 19,331
866,255 788,212
Earnings per share for profit MR AREZEFR
attributable to equity holders of ANEARERIE
the Company during the period FROEF (A
(express in RMB per share) ARBTREA)
— basic — &R 17 0.29 0.26
Not
applicable
— diluted —#E 17 TEA 0.26
Dividends RE 18 167,088 154,864

The notes on page 34 to 68 form an integral part of this consolidated 34 F 68 BT AALR A 8 BB 75
condensed interim financial information. BRI BT o
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Consolidated Condensed Interim Statement of Changes in Equity
REmAPHEREER

(Allamounts in RMB thousands unless otherwise stated) (B B BEIEHAIN - B BEIUARBE T TAEN)

Attributable to equity holders of the Company

FRAREEE AL
Share Other Retained Minority Total
Note capital reserves earnings Total interest equity

it Bx  ReEE  BR4E gt JURREE  REA

Balance at R-E5tE
1 January 2007 - - AL 2,460,375 984,296 2,034,456 5479127 122,322 5,601,449
Profit for the period iyl - - 768,881 768,881 19,331 788,212
Employee share options scheme: [ESERETE -
- Proceeds from exercising ~{TfeEREs R
share options 10 5114 - - 5114 - 5114
Acquisition from a minorty shareholder WA B RER - - - - 704 704
Dividends relating to 2006 ZEENERE 18 - - (132,149) (132,149) (4,322) (136,471)
5114 - 636,732 641,846 15,713 657,559
Balance at 30 June RZEEtEXR=1A
2007 (unaudited) Wit (REEHR) 2,465,489 984296 2671188 612073 188085 6,259,008
Balance at RZEENE
1 January 2008 - - AL 2,497,408 1,144,182 2,907,100 6,648,690 147414 6,696,104
Profit for the period Bt - - 835,440 835,440 30,815 866,255
Employee share options scheme: [ESERETE -
- Proceeds from exercising ~{ifeEEREs R
share options 10 3,956 - - 3,956 - 3,956
Acquisition from a minorty Shareholder WD BRRER 3 - - - - (25,655) (25,655)
Minority shareholder " s injsction HURRLE 8 - - - - 103,314 108,314
Divdends relating to 2007 “ERLERE 18 - -3 (164350 70 (17139
3,956 - 671,083 675,039 101,432 776,471
Balance at 30 June RZ2ENERA=1H
2008 (unaudited) WiEe (REE0) 2501364 1144182 3578183 7,223,729 28846 TAT25T5

The notes on page 34 to 68 form an integral part of this consolidated F34E68 BMMITERARERE BBAH HAA 1%
condensed interim financial information. BREEERBED -
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Consolidated Condensed Interim Cash Flow Statement

(Al amounts in RMB thousands unless otherwise stated)

(B = AR -

GEBRPHESRER

A RRIIAARB T TREN)

Net cash generated from/(used in)
operating activities

Net cash used in investing activities

Net cash generated from
financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents
at 1 January

Effect of foreign
exchange rate changes

Cash and cash equivalents
at 30 June

The notes on page 34 to 68 form an integral part of this consolidated
condensed interim financial information.

Note
Kt

L EEESE (FTRE)
RIR & F58 19

REGBAENIRSFER

BMERDELNRSFR

RERREEEBYRDFHE

R—A—B®ERE R
ReEHED

SN IE R BB

RAB=+THNERE
RREEEY

Six months ended 30 June

2008 2007
BZEASA=1+HIEAREA
—EENF ZETF
Unaudited Unaudited
RICEX REEEZ
304,663 (4,001)
(550,207) (217,698)
210,526 164,023
(35,018) (57,676)
689,591 434,905
(9,368) (7,408)
645,205 369,821

F34E68AMMIE AREA KA IS

BRI -
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Notes to the Consolidated Condensed Interim Financial Information

RS 1B B B A5 B R Y

(Allamounts in RMB thousands unless otherwise stated) (B

SR AERIN -

AZBIEUAARE T ITREN)

2.1

GENERAL INFORMATION

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.

This consolidated condensed interim financial information was
approved for issue on 18 August 2008.

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

BASIS OF PREPARATION

This consolidated condensed interim financial information for
the six months ended 30 June 2008 has been prepared in
accordance with HKAS 34, ‘Interim financial reporting’. This
consolidated condensed interim financial information should
be read in conjunction with the annual financial statements for
the year ended 31 December 2007, which have been prepared
in accordance with HKFRSs.

2.1
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Notes to the Consolidated Condensed Interim Financial Information (continued)

w5 BB R A B A B R B o (48D

(Al amounts in RMB thousands unless otherwise stated)

(B2 AHEPIN - TAELRIIAARBE T TREN)

2.2

BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

ACCOUNTING POLICIES

Except as described below, the accounting policies adopted
are consistent with those of the annual financial statements
for the year ended 31 December 2007, as described in the
annual financial statements for the year ended 31 December
2007, which has been approved by the Board of Directors (the
“Board”) on 27 March 2008.

o Operating leases as a lessor

When assets are leased out under an operating lease,
the asset is included in the balance sheet based on the
nature of the asset.

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

° Goodwill

Goodwill either on acquisition of subsidiaries or on
transaction with minority interest is included in intangible
assets. Separately recognised goodwill is tested annually
for impairment and carried at cost less accumulated
impairment losses. Impairment losses on goodwill are
not reversed. Gains and losses on the disposal of an
entity include the carrying amount of goodwiill relating to
the entity sold.

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

2.2
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Notes to the Consolidated Condensed Interim Financial Information (continued)

e 5 BA Hh H B A R B A (4]

(All amounts in RMB thousands unless otherwise stated) (B& S & $&8R4) -

AZBIEUAARE T ITREN)

2. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

2.2 ACCOUNTING POLICIES (continued)

The following new interpretation is mandatory for the first time
for the financial year beginning 1 January 2008:

o HK(IFRIC)-Int 11, ‘HKFRS 2 — Group and treasury share
transactions’ (effective for annual period beginning
on or after 1 March 2007). This interpretation does
not have any significant impact on the consolidated
condensed interim financial information as the Group has
already adopted the principles that are consistent with
HK(FRIC)-Int 11.

The following new interpretations are mandatory for the first
time for the financial year beginning 1 January 2008 but are not
currently relevant for the Group:

o HK(IFRIC)-Int 12, ‘Service concession arrangements’

o HK(IFRIC)-Int 14, ‘HKAS 19 - the limit on a defined
benefit asset, minimum funding requirements and their
interaction’

2.2
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Notes to the Consolidated Condensed Interim Financial Information (continued)

w5 BB R A B A B R B o (48D

(Al amounts in RMB thousands unless otherwise stated)

(B2 AHEPIN - TAELRIIAARBE T TREN)

2.2

BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

ACCOUNTING POLICIES (continued)

The following new standards, amendments to standards and
interpretations have been issued but are not effective for the
financial year beginning 1 January 2008 and have not been
early adopted:

° HKFRS 8, ‘Operating segments’, effective for annual
periods beginning on or after 1 January 2009. HKFRS
8 replaces HKAS 14, ‘Segment reporting’, and 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 impact is
still being assessed in detail, but it appears likely that the
number of reported segments may increase.

° HKAS 23 (amendment), ‘Borrowing costs’, effective for
annual periods beginning on or after 1 January 2009.
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 capitalising borrowing costs for qualify assets in
accordance with existing HKAS 23.

° HKFRS 2 (amendment), ‘Share-based payment’,
effective for annual periods beginning on or after
1 January 2009. The Group will apply HKFRS 2
amendment from 1 January 2009, but it is not expected
to have any impact on the Group's accounts.
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Notes to the Consolidated Condensed Interim Financial Information (continued)
e MK E R (E)

(All amounts in RMB thousands unless otherwise stated) (B& S & $&8R4) -

AZBIEUAARE T ITREN)

2.2

BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

ACCOUNTING POLICIES (continued)

HKFRS 3 (amendment), ‘Business combinations’ and
consequential amendments to HKAS 27, ‘Consolidated
and separate financial statements’, HKAS 28,
‘Investments in associates’” and HKAS 31, ‘Interests
in joint ventures’, effective prospectively to business
combinations for which the acquisition date is on or
after the beginning of the first annual reporting period
beginning on or after 1 July 2009. The Group will apply
those standards from 1 January 2010. Management is
assessing the impact of the new requirements regarding
acquisition accounting, consolidation and associates on
the Group.

HKAS 1 (amendment), ‘Presentation of financial
statements’, effective for annual periods beginning on
or after 1 January 2009. Management is assessing the
impact under the revised disclosure requirements of this
standard.

HKAS 32 (amendment), ‘Financial instruments:
presentation’, and consequential amendments to HKAS
1, ‘Presentation of financial statements’, effective for
annual periods beginning on or after 1 January 2009.
The amendment requires some puttable financial
instruments and some financial instruments that impose
on the entity an obligation to deliver to another party
a pro rata share of the net assets of the entity only on
liquidation to be classified as equity. This is not relevant
to the Group as the Group does not have any puttable
instruments.

2.2
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MRBERNRE -

RS ERE 325 (BRI A)
[ERTHA: 2®R| RETH
EEGTERE 5% [ M B®wEK
ZERINERTA  A=ZTFTAH
F-A—BHERABNFE
HIMAER - WIREERTREME
ThEeRIARETSR
TEAFERERBZER  HHE
FERBRIZLAIRS — RN
HERAHOFEE  AIZDR
RARED o BN AN E I AT
AEETHR  ZFERERE
BER -
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Notes to the Consolidated Condensed Interim Financial Information (continued)
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2. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

2.2 ACCOUNTING POLICIES (continued)

o HK(IFRIC) — Int 13, ‘Customer loyalty programmes’,
effective for annual periods beginning on or after 1 July
2008. This interpretation is not relevant to the Group’s
operations because none of the Group’s companies
operate any loyalty programmes.

3. PRINCIPAL SUBSIDIARIES OF THE GROUP

The significant subsidiaries at 30 June 2008 and 31 December
2007 are as follows:

Percentage
of equity
Place and interest
date of attributable
incorporation to the Group
Name ML Legal status REEERS
£ ERAS EERRER REEAL
(Gold Genesis Development ~ British Virgin Islands  Limited liability company 100%
Limited (" Gold Genesis") (‘BWI") BREMAH (Directly helo)
HEAARES (EEHE)
([EE%
BArasl)
21 February 2003
—TT=
“A=t-H
Good Lucky Enterprises BVI Limited fiability company 100%
Limited (‘Good Lucky’) ~ EB#RRES BREMAA (Directly helo)
21 February 2003 (E##H)
e 2
“A=+-H

2. mEREREFEER#)

2.2 EFEE@

e EHR(BRMBEHEREERE
B)-REBE1BRIZEFPAHE
el m=TENFLA—H
SHEFAANFEHRAES
HRAEEE T QAFLELE
ERARFEHEE  BE(H
RUHRERERES) —2E
F13FREAKE AL LR -

3. FEENEZENEBAF

RZZEENFERA=ZTHER-ZEE
tFT_A=T-HHIEMBELR

BT :
Issued and
fully paid
capital Authorised
BEIR capital  Principal activities

HERE EERK  IERE

USS$1 US$50,000  Investment holding
157 B0000XT  REHR

US$1 US$50,000  Investment holding
157 50000%T  REER
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Notes to the Consolidated Condensed Interim Financial Information (continued)
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3. PRINCIPAL SUBSIDIARIES OF THE GROUP 3. AEENIENEAA

(continued)

Percentage
of equity
Place and interest Issued and
date of attributable fully paid
incorporation to the Group capital Authorised

Name RalA Legal status REEERS BRR capital  Principal activities

£ HERAS EEBREA READL BRBRA EERE  FEEE

First Glory Services Limited BVI Limited liability company 100% US$2 US$50,000 Investment holding
(“First Glory") ERERARHE BREEAR (Directly held) 2%TT 50000%XT  REER

16 October 2003 (E#%HA)
-53=%
TAT/A

Accordpower Investments BVI Limited liability company 100% US$2 US$50,000 Investment holding

Limited (*Accordpower”)  RE#ERES EREEAT (Directly held) XL S0000ET  IRARR
30 November 2004 (E%HA)
—TINE
+-A=1A

Fullhero Investments Limited BV Limited liability company 100% US$2 US$50,000 Investment holding

(“Fulhero”) REGRBRES EREEAT (Directly held) XL S0000ET  RARR
3 May 2005 (BfFE)
—E%0%
A=A

Hebei Jinxi Iron and Steel PRC Joint stock company with 97.6% RMB RMB Manufacture and
Company Limited e limited liability (Indiirectly held) 228,635,673 228,635,573 sales of iron and
(*Jinxi Limited") 24 December 1999 RHAREAAT (REHE) AR ARE steel products

AL EREER D “MANE 2086355737 208635573 EEREE
BRAR +-A=1mA HEER
([zmmE))

Foshan Jin Xi Jin Lan Cold PRC Limited liability company 81.5%  US$55,152,400  US$55,152,400 Manufacture and
Rolled Sheet Company i BREEAT (Indirectly held) 55,152,007 55,152 400%7C sales of stegl
Limited (*Jinxi Jinlan) () 26 December 2003 (BEHE) products

RS RELR ZE3=- EERHE
ARAT +-A-txH HgER

40 China Oriental Group Company Limited | Interim Report 2008



Notes to the Consolidated Condensed Interim Financial Information (continued)
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(B2 AHEPIN - TAELRIIAARBE T TREN)

PRINCIPAL SUBSIDIARIES OF THE GROUP

(continued)

Name

&R

Oriental Fullhero Leasing
Co., Ltd (“Shenzhen
Leasing”)

RAAEHE
ARAT
(TRYIEE])

Tangshan Jinxi Mining
Company Limited
(" Jinxi Mining ") i)

ERERR
ARAR
(e ) i

Hebei Jinxi Section Steel
Company Limited (" Jinxi
Section Steel”) (i)

MR AR A
(TR )

Place and
date of
incorporation
A fReR
HHRAH

PRC

e

23 September 2005

ik
hA=t=H

PRC

e

20 December 2004
“EENE

+-A=1H

PRC

el

30 May 2008

e 3
RA=1H

Legal status

EERREN

Limited liability company
BREAAR

Limited fiability company
BRAERAR

Limited liability company
BREARRA

Percentage
of equity
interest
attributable
to the Group
AREEL
REAAL

100%
(Indirectly held)
(RERE)

51%
(Indiirectly held)
(RERE)

80%
(Inirectly held)
(RERE)

3.

Issued and
fully paid
capital
BETR
BRRE

US$65,000,000
65,000000%TC

RMB2,000,000
ARH
2,000,007

RMB
350,000,000
ARE
850,000,000 7C

Authorised
capital

EERE

US865,000,000
65,000,000%7C

RMB2,000,000
N
20000007

RMB
350,000,000
ARE
360,000,0007C

REBWETEKE LD F (&)

Principal activities

IEXK

Leasing and
financial leasing

HEREE
ik

Management
senvice for mining
rights

ERRRE

Manufacture and
sales of steel
products

HERHE
HEER
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Notes to the Consolidated Condensed Interim Financial Information (continued)
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(Allamounts in RMB thousands unless otherwise stated)

(= AN -

AZBIEUAARE T ITREN)

3.

PRINCIPAL SUBSIDIARIES OF THE GROUP
(continued)

U)

(i)

On 18 February 2008, Jinxi Limited entered into an
agreement with Foshan Jin Lan Aluminum Company
Limited (“Foshan Jin Lan”) (the minority shareholder of
Jinxi Jinlan) and Accordpower to acquire 21.50% and
13.21% equity interests of Jinxi Jinlan held by these two
parties respectively with cash consideration of US$4.69
million (approximately RMB33.31 million equivalent)
and US$2.88 million (approximately RMB20.75 million
equivalent).

On 20 February 2008, Accordpower, Jinxi Limited and
Foshan Jin Lan entered into a capital injection agreement
to increase the paid-in capital of Jinxi Jinlan by US$25.35
million.

On 29 April 2008, Jinxi Limited entered into an
agreement with Accordpower to acquire 16.29% equity
interests of Jinxi Jinlan held by Accordpower with
cash consideration of US$8.98 million (approximately
RMB62.86 million equivalent).

The share purchase agreements and capital injection
agreement were effective upon approved by the relevant
state government authorities and thereafter, Jinxi
Limited, Accordpower, Foshan Jin Lan’s share holding in
Jinxi Jinlan was 51%, 30.5% and 18.5% respectively.

Jinxi Section Steel was incorporated on 30 May 2008
by Jinxi Limited and Qianxi County Hui Yin Trading
Company Limited (“Hui Yin”). The paid in capital of Jinxi
Section Steel is RMB350 million and Jinxi Limited held
80% equity interests.

Jinxi Section Steel was still in pre-operating period and
has not contributed to the Group’s revenue and profit.

3.

FEENEZRMBLR &)

R-ZENFE-_A+NAR &
mEEf LS BERERA
(L@ CEASEN
DEREER ) & Accordpowers] 37
% WAEREAEMED R
AREREA69BET(HAEA
R¥3,33187r) k288 E*ETT
(WEARM2,0758 L) WiE
M EMMADRFEENEAS
#21.50% K& 13.21% A% #E -

R-ZEAE-A=+A
Accordpower - 22t $ff ] £ {3
eI ZIEE R - FEA
CHWEWRERILMN2,5358 %

JC ©

R_ZEZENFOA=+hAE
3% 7 8 #2 E Accordpower 5] 32
E - ARSRE8I8EETT
(WA AR 62868 L) WiE
i Accordpower # A H))E P &
7 16.29% K% -

REEZHEEIEERRL
£ BB R IT S S E &
e It 1 T -
Accordpower K {5115 5 5 7
FAEREASLHE51% - 30.5% &
18.5% fX## °

22 7 2 5 ¢ ) 7 40 3 BB 7 R
ERTEARAR (DER]) R
—EENFHAA=THEMK
3o RAEAHNBERER/A
R¥3.6(8T  RAaMEEAE
80% HRHE -

RTBNER R - YR
RAREEERLARRH o
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Notes to the Consolidated Condensed Interim Financial Information (continued)
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(B = AR -

A RRIIAARB T TREN)

3. PRINCIPAL SUBSIDIARIES OF THE GROUP
(continued)

(i)

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

In addition, Jinxi Limited transferred 49% equity interests
of Jinxi Mining to Mr. Shen and conveyed to Mr.
Shen the voting rights on the financial and operating
policies of Jinxi Mining during the Grant Period. Mr.
Shen is exclusively entitled to the profit and net assets
accumulated by Jinxi Mining during the Grant Period.
As a return, Mr. Shen paid a total cash consideration
of RMB80 million and a deposit of RMB10 million
refundable after 31 December 2010.

The Company accounted for the above arrangement
as an operating lease. Therefore, the RMB80 million
consideration is recorded as deferred revenue and
recognised in income on a straight-line basis over the
Grant Period. Jinxi Mining’s accounts will not be included
in the consolidated financial statements of the Group
during the Grant Period.

3. XREENTEMELAR )

(i)

RZZEZNFAARHBE - EFE
MERARNRESLER L
RINEELE R ([HE]) -
BEWZE BB HER
—E-ZTF+=ZA=+—H1iE
([T EM ) - 27 &S
HRAEKCEERER TR
B B8FE+/\ESENFEE
- BREHBEREERLD
T E R RE LR TEEER
NE - BEGZIAKREER
RAG BEABREERESER
NA - BABEEKRKEZERA
AIMBAGEXNESERAA
HIRR E o

[ NR=-35ioE 2 L= iR
49% M S EE TILEE
W FILEERE T HRERR
FRTAIR R I IS R G IR
Moo L REBBRENESZ
PEENE T HIE O RE 5 A
REEFE - ERXE LK
FEXMNREREBEF AR
8,000 T RAIRN T —FF
T A=+—HREENEZS
AR#1,00087T °

ZANY/NEIN S b8 27PN S |
g At - KEAKES,000
Boh| BB AR T 5
MRALEEEERBBA  F
ARECE THBEAKTEH
BIERAR AR E MR E
A o
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Notes to the Consolidated Condensed Interim Financial Information (continued)
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4. SALES AND SEGMENT INFORMATION 4.
(@) Sales
The Group is principally engaged in the manufacture and
sales of iron and steel products. Sales recognised for
the six months ended 30 June 2008 and 2007 were as
follows:
Sales: SHE R
Gross sales, less discounts $HE B
and retumns WHRERE
- billets — 3R
— strips and strip products — T N A SRR E S
— H-section steel —H AU
— galvanised sheets — B R
— cold rolled sheets —RELIR
— others —HAb
Less: Taxes B BIE
(o)  Segment information

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.

SHERM D BEHR

(@ $HER
AEBTERELEERHEEN
HEm BE_TTNFE-
iitfﬁ/\ﬂ_—'—at/\{lﬂ
REVHERRAT

For the six months
ended 30 June

2008 2007
HZEAA=1+HIEA@EA
—EENE —TTLHF
Unaudited Unaudited
EN ST RECEIZ
2,025,270 284,141
5,663,820 3,878,161
3,308,699 2,103,336
365,535 341,708
357,789 28,650
11,156 12,049
11,732,269 6,648,045
(82,749) -
11,649,520 6,648,045
DEER}

AN SR Y 35 B S R 2 e
R 8 90% 2K 8 45 & ) #5 & o
(R 2B B N B R
—fAXBK D) - BAL |2 W
B RER

AN SR /Y 35 S 8 G 2 i
BB 0% RN B - ALK
EiEB 0% K EEEMESR
(R BB RLRR N B #HH R

—EBE) - B 2 FIBE S
BER -
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5. CAPITAL EXPENDITURE 5. EXRBRMX

Leasehold

Property, plant  land and land
and equipment use rights Investment Intangible
N -BE  REIHR properties assets
R#fE  tiHERE R&NE ER&E

Unaudited
REEH
Six months ended 30 June 2008 BE-EENERAZTRLAER
Opening carrying amount RZZENE
asat 1 January 2008 i =) T E 6,405,538 76,441 19,328 -
Adattions AE 1,111,897 - - 7,667
Disposals RE (273 - - -
Depreciation and amortisation (Note 15) FEREH (s 15) (261,185) (626) (524) -
Closing carrying amount RZBBNERA=1R
as at 30 June 2008 HHLREE 7,255,977 75,615 18,804 7,667
Six months ended 30 June 2007 BE-ETLERA=TRLAER
Opening carmying amount RIFELE
asat 1 January 2007 —B-RASREE 4,675,308 78,092 20,428 18,289
Addttions AE 666,955 - - -
Disposals RE (4,349) = = =
Depreciation and amortisation (Note 15) TEREH (M3 15) (216,428) (826) (550) (2,049)
Closing carrying amount RZZELERR=TA
as at 30 June 2007 HHRREE 5,111,492 77,266 19,878 16,047
6. LOAN RECEIVABLE 6. EWER
The loan was unsecured, bore interest at a rate of 10% per ZEEFEER - 0B FH X
annum and repayable within three years. AR ARZ=ZFRNEE -
As at 30 June 2008, the fair value of the loan receivable RZZEZENFRA=+TH " BRE
HEOAFENBARE1.411ETT -

approximates RMB141 million.
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7. TRADE RECEIVABLES

Accounts receivable JEYBR X
Notes receivable (a) FEWE (@)

(@ As at 30 June 2008, bank acceptance and commercial
acceptance notes amounted to approximately RMB738
million and RMB57 million respectively (31 December
2007: RMB371 million and nil respectively).

As at 30 June 2008, notes receivable amounting to
approximately RMB90 million and RMB390 million were
pledged as security for issuing notes payable and letters
of credit respectively (31 December 2007: RMB92 million
and RMB66 million respectively) (Note 11).

As at 30 June 2008 and 31 December 2007, 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.

7. EBWEZRXN

n=
+F
g5

As at
30 June 31 December
2008 2007

i

—EENEF —ETLF
AA=+H +=ZA=+—H
Unaudited Audited
RIBER 1REZ
338,276 117,378
795,232 371,447
1,133,508 488,825

RZZEZENFAA=Z+H R
TTHH IE R B A L EE S
MO BARKETIBETMAR
57008 (=T LF+=
A=+—B: 9B ABARE
B7T1ERLKRER) °

RZZEENFRA=F+H " B
FAEBNERRERAZEME
HAHEKREBESNAAR
# 9,000 & 7T & A K #3.90 &
o (ZREEFET=A=+—
H: 55laARKE9200& T
& AR #6,6008 5T ) (M 5=E
11) ©

TENFAA=TAR-ET
+=A=t+—8 AEEEYK
SRR BRI A LN AT -

AEENTIE QB EEEHR
%A KRR & 5B B 7 A 1B
AP R 17 R E RS 5 B
FEE -
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Notes to the Consolidated Condensed Interim Financial Information (continued)

e 8 B P I B A R B R (AR

(Al amounts in RMB thousands unless otherwise stated) (fk S EFERRSN - FiAE S EEAARBT T AER)

7. TRADE RECEIVABLES (continued) 7. BRESER®
As at 30 June 2008 and 31 December 2007, the ageing RZEBEZENFAAZTHERZZEZ
analysis of trade receivables was as follows: +tF+_A=+—H EBKREFK
KEBRE DT -
As at
30 June 31 December
2008 2007
IS

—EENF —ETF

ANA=+H +ZHAH=1+—H

Unaudited Audited

REZX BEZ

Within 3 months 3EAR 714,085 431,248

4-6 months 4% 61E A 419,423 57,577

1,133,508 488,825
As at 30 June 2008, accounts receivable covered by RZZEZENFANA=+H " BKE
customers’ letters of credit issued amounted to approximately RABANREIBEITHEEFHA
RMB306 million (31 December 2007: approximately RMB90 MEABEER(ZEELFE+ =4
million). =+—HB: AR/RAR9,000&7T) °

8. PREPAYMENTS, DEPOSITS AND OTHER 8. FAMNFTIE - ZENEMEWERI

RECEIVABLES
As at
30 June 31 December
2008 2007
IS

—EENF —ETF

ANA=+H +ZH=+—H

Unaudited Audited

REX BEZ

Prepayments for purchase of inventories BEFEEMNKE 295,960 400,143

Deposits and other receivables e REAERERK 266,569 47,013

562,529 447,156
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AZBIEUAARE T ITREN)

9. SHARE CAPITAL 9. [}
Number of Amount
shares &5
(thousands) Ordinary Share
RBEE shares premium Total
(FR) ERER RAEE H
Opening balance at 1 January 2008 ~ R=SENE—A—-BHNLEHR 2,926,800 31444 2185964 2,497,408
Employee share option scheme: [EEERETE -

- issuance of shares (Note 10(b)) —RinEeT (HE10(b) 2,400 225 3,731 3,956
At 30 June 2008 (unaudited) R-ZBENERA=1B (REER) 2,929,200 311,669 2,189,695 2,501,364
Opening balance at 1 January 2007  R=SE+&-A-AHNEH 2,905,000 300,340 2,151,085 2,460,375
Employee share option scheme: [EEERETE -

~ issuance of shares (Note 10(b)) v EGERG)) 2,982 290 4,824 5,114
At 30 June 2007 (unaudited) RZBEtEXAZTH (REER) 2,907,982 300,630 2155859 2,465,489
As at 30 June 2008 and 31 December 2007, the total number RZBEZENFANA=Z+THE=
of authorised ordinary shares is 5,000,000,000 shares with a +tF+-_A=+—"H ZATEEHE Hx

par value of HK$0.1 per share.

As at 30 June 2008, the number of issued and fully paid
ordinary shares is 2,929,200,000 shares (31 December 2007:
2,926,800,000 shares).

#2 21 /5 5,000,000,000 i & i E (&
0.1 BT ©

JiN

—EENFERNRA=+TRH B%

TR RE ﬁ&mkﬁﬁaﬁ
2,929,200,000 f% ( —
B=+—8: 2,926,800,000H§) o

BLF+=
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10. OTHER RESERVES 10. HftbhfEfE
Merger Capital ~ Statutory
reserve surplus reserve Options Total
BiifiE EXDNE  LERE BRE by
(a) (b)
Balance at 1 January 2008 R=BENF-A-AMEeR (599) 19144 949006 176631 1,144,182
Balance at 30 June 2008 RIEENERA=TH
(unaudited) Wees (REER) (599) 19,144 949006 176631 1,144,182
Balance at 1 January 2007 R-BEtE-A-AMEeR (599) 19,144 949,006 16,745 984,296
Balance at 30 June 2007 RZBZtFRA=1H
(unaudited) Wees (REEER) (599) 10,144 949,006 16,745 984,296
(@  Merger reserve (a) HBHHE

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.

Employee share option scheme

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.

AEBHE GHEEEC BN
BRrREOHEERSSHEE
TEBRKEMEITHARRRK
MEEMZERE -

12 B iE ARt 2

REZRMEREHIER
ARAEEREEENR_-ZTZT
RENA=Z+BER-_ZTTLF
TAZHTRBIEREEHD
EETRERE 2R kaHt
24,200,000 i X2 89,700,000 At
0 - AR XX B HE R
B+ FHE AR T AT
& TEEIRSEM1.76/8
TEK5.24 BT ° AL E I A
ReBRAEBRENETE
SEERME °
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10. OTHER RESERVES (continued)

(b)  Employee share option scheme (continued)

Movements in the number of share options outstanding
and their related weighted average exercise prices were

as follows:

At 1 January ®—A-A
Exercised Bfiff
Cancelled B

At 30 June WAAZTH

Options exercised for the six months ended 30 June
2008 resulted in 2,400,000 shares being issued at
HK$1.76 each. The related weighted average share
price at the time of exercise was HK$6.42 per share.

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
was also made and extended to option holders for the
cancellation of all share options which were outstanding.
Following the closing of the offer, all outstanding share
options at the commencement for the offer were
accepted and cancelled.

10. HifFE =)
b) EEBEKETS®)
M ARTTER B ES B R EAE
FANEFEHTHEERNEFHu
T

For the six months ended 30 June (unaudited)

2008 2007
BEAAZTALAER (REER)
ZREN\E ZE3tE
Average Average
exercise exercise
price per Number of price per Number of
share in options share in options
HKS  (thousands) HKS (thousands)
B 8k
TIrRE  BREHAE TonkE  BRENR
(#7) (1) (#7) (1)
515 92,100 1.76 24,200
1.76 (2,400) 1.76 (2982
5.24 (89,700) - =
- - 1.76 21218

HE-ZZTZNFA=T1H
LE/SME A B 1760 /9 8 AR i
2,400,000/% + R ETE A
1.76 8 7T © 1715 I #9 48 B8 AN &
FHRERETR6.42 8T °

R-ZZEZENF-—A+HIAB-
Mittal Steel Holdings AG
(“Mittal AG") 1R —TB &K1+
REIMRSWEELD - UK
EEEMNEBE KRN - S5
BABRERA ARED BN
BB ZA - PATEHPTA A
RITEMBRE - WEEOE
1H1& - AR WEZELRBE
el AR 1T 158 0 B AR AR 45 JE i i %
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11.

TRADE PAYABLES

Accounts payable FERTBR TR
Notes payable (a) B =I% ()

As at 30 June 2008, the notes payable represented bank
acceptance notes, RMB90 million of which were secured
by certain notes receivable (Note 7), RMB410 million
of which were secured by restricted bank balances
amounting to approximately RMB163 million, and
RMB32 million of which were secured by inventories and
restricted bank balances amounting to approximately
RMB27 million and RMB10 million respectively.

As at 31 December 2007, the notes payable represented
bank acceptance notes, RMB91 million of which
were secured by certain notes receivable (Note 7),
and RMB79.2 million of which were secured by
inventories and restricted bank balances amounting
to approximately RMB57 million and RMB33 million
respectively.

P B 2 IR
As at
30 June 31 December
2008 2007
IS
—EENE —ETLF
ANA=+H +=-—A=+—~H
Unaudited Audited
RISEZ KR
1,699,292 545,335
532,000 170,200
2,231,292 715,535

@ RZZEZENFA=1+H [E
NEEIERITELIES - H
AR®9,0008 T A E T EIK
EREAEM(MZ7) AR
H4 1B A BN ARKE.63
BITRZ IR Bl R 1T A5 82 1E AR
o mARES2008 T A&
BEORHNAARYK27008 T
RARE1,0008THEE R
XIRHIRITERIEREA

RZEZELtFF+_A=+—
H ERNEERERTELE
E.HP AR®I1008 LA
AETREKRERE(HE7) ERE
o BEAREET7,9208 T
SEIRAHNARES7008
TK330BTHFERZR
HIERITAERRIE R ERIR ©
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11. TRADE PAYABLES (continued) 11. BEREZERR @
As at 30 June 2008 and 31 December 2007, the ageing RZZEZENFAA=ZTHAE=ZZE
analysis of the trade payables was as follows: tF+_A=+—H ENHEZK
FEERE AT :
As at
30 June 31 December
2008 2007
i

—EE)N\F —ETF

ARA=t+H +tZ-ZHA=+—H

Unaudited Audited

RIBERZ KEZ

Within 3 months 3EAR 2,193,951 655,308

4-6 months 4E61EA 27,696 49,100

7-9 months 7E9fEA 4,245 3,690

10-12 months 1021218 A 1,599 2,226

Above 1 year 1F5AE 3,801 5,211

2,231,292 715,535
12. ACCRUALS, ADVANCES FROM CUSTOMERS AND 12. ARER  AREFEFFERHEMR

OTHER CURRENT LIABILITIES I R=Ri
As at
30 June 31 December
2008 2007
i

—EEN\F —ETF

RA=t+H +ZA=+—H

Unaudited Audited

RIQERZ LEZ

Accruals RIRER 89,355 19,996

Advances from customers BN R FEFIE 922,389 661,116

Value-added tax payable P IE(ER 50,417 42,883

Other taxes payables HAb R FH1E 1,118 9,058

Other payables (a) HAbET AR (@) 634,651 638,275

1,697,930 1,371,328
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12. ACCRUALS, ADVANCES FROM CUSTOMERS AND
OTHER CURRENT LIABILITIES (continued)

12. FEREH AREFEFFEREMR
EIR=RENE D)

The breakdowns of other payables as at 30 June 2008

and 31 December 2007 were as follows:

(@

RZBENFRNA=TBEE=
ZELFT_A=+—HKEHE
RN ERRDBAT

As at
30 June 31 December
2008 2007
i
=21 VC I
ARA=tH +ZH=+—8H
Unaudited Audited
KRISEZ rEZ
Pension payables and other FERHRIRE R E At
social welfare payables Ef 2 @R 84,950 91,116
Payables for purchase of EEWME - BEX
property, plant and equipment BB AR K 353,156 349,984
Customer deposits HFEEE 96,605 102,310
Salary payables iINE e 23,448 21,323
Employee deposits BTiZe 24,011 22,449
Others Hth 52,481 51,093
634,651 638,275
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13. BORROWINGS 13. &
As at
30 June 31 December
2008 2007
i
—EENEF —ETLF
~A=+H +=RA=+—H
Unaudited Audited
REEX KEZ
Non-current IER B
Bank borrowings, secured (i) SRITESR - B () 640,000 640,000
Other borrowings, unsecured (i) EAfthfE sk - IR (i) 105,000 125,000
745,000 765,000
Current TRED
Bank borrowings- RITEK
Secured (i) =) 536,666 340,000
Unsecured A 383,000 100,000
919,666 440,000
Other borrowings, unsecured (i) E A fEFR - IR (i) 40,000 20,000
959,666 460,000
Total borrowings AR 1,704,666 1,225,000
(i) As at 30 June 2008, secured borrowings amounting to (i) RZZBEZNFA=+H" B
RMB817 million, out of the total secured borrowings of WiHEZazE S AREA1.77
RMB1,177 million, were secured by property, plant and B HR A AR SA7E
equipment and leasehold land and land use rights of the TR EEEERUAEEER
Group, carrying at approximately RMB1,230 million and B RN AREA231ETH
RMB39 million respectively. M BERIENOARE

As at 31 December 2007, secured borrowings
amounting to RMB830 million, out of the total secured
borrowings of RMB980 million, were secured by
property, plant and equipment of the Group carrying at
RMB1,231 million.

3,900 ST E £ K i
B AREIERER -

—FEREF+-R=+—
El  BERERRBEASARK
98T HPFSBMARKSS
RBTH 2 EIR B AR EE R
HERARBE1231ETHY
% BELRREERER -
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13. BORROWINGS (continued)

0

(continued)

As at 30 June 2008, secured borrowings amounting
to RMB160 million, out of the total secured borrowings
of RMB1,177 million, were secured by restricted bank
balances of the Group carrying at RMB180 million.

As at 30 June 2008, secured borrowings amounting to
RMB50 million, out of the total secured borrowings of
RMB1,177 million, were secured by inventories of the
Group carrying at RMB462 million.

As at 30 June 2008 and 31 December 2007, except
for the secured borrowings described above, current
secured borrowings amounting to RMB150 million were
secured by property, plant and equipment, leasehold
land and land use rights, whose carrying amount were
approximately RMB164 million and RMB24 million
respectively (31 December 2007: RMB165 million and
RMB24 million respectively), and guaranteed by the
Company and Foshan Jin Lan 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.

13.

i3
=

hiy

(%)

RZZBEZENFANA=Z+H B
BEHERBERAARK11.77
Br HRABMARK1.60E
THBEEBERUAREEAA
R¥A1.80BITAALE R
RITEERIEREA o

RZZEZENFAA=+H &
BEAARENITTEIHNE
EHRERF  HRAHARK
5,000 T ABREEAR AR
4.62 BT FEERER -

RZZENFRA=+THEK=
EEL+F+_A=1+—"H0 K
EXFTe B EBERIN - 42
BAARK150EBITHD KR
MENMERABREEI FIHNAR
¥ 1.6418 7T M 49 A R ¥ 2,400
BETLHME  BEKZERHE
& i K 4 0 {5 A A VE A K 4
(ZZEZ+LE+-_A=+—8:
DABARE1BSETMAR
¥ 2,400 & 7T) W AR A K
W< B AR BE T SCAT il A #p 5 £t
A () ELAEAR o

R-FEARE—A ARTE
BRI SBBA R 1.50 BT
FITEREEARERML A
RIR - RBBRAK KRR
B3I 2 RS BIRAR 60%
40% H BIREAE -
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13. BORROWINGS (continued) 13. B @)

(i)  Other unsecured borrowing represented a borrowing (if)
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.

H o S K 2 5048 B B BUF
WERARB145ET  #Z
SEXRBEE_ZEENF—A—
HESFEREARK20005
7T o M BIRIRITARE —F 5
EHFERAEEHE -

Movements in borrowings were analysed as follows: ERNEBB RO T
Six months ended 30 June 2008 BE-ZEZN\EAA=1+THLANEAR
Opening amount as at 1 January 2008 —ZEENF—A—BHE 1,225,000
Proceeds from borrowings (EENFIESE e 850,919
Repayments of borrowings BRERFIE (370,000)
Foreign exchange gain JE WA (1,2583)
Closing amount as at 30 June 2008 —EENFARA=THHRGER

(unaudited) (REHEZR) 1,704,666
Six months ended 30 June 2007 BE_ZZEtEXRA=THIEAREA
Opening amount as at 1 January 2007 —ZTE+F— A —BHYER 934,000
Proceeds from borrowings fERFTS R IE 754,230
Repayments of borrowings fEEEFRIE (463,230)
Closing amount as at 30 June 2007 “EELFARA=THERER

(unaudited) (REHEZR) 1,225,000
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13. BORROWINGS (continued) 13. B
As at 30 June 2008 and 31 December 2007, the Group’s RZEBEZENFAAZTHERZZEZ
borrowings were repayable as follows: tHFEFTZA=1T—RH XEEHNE

KB RIT

Bank borrowings Other borrowings
SRITIER H A&
30 June 31 December 30 June 31 December
2008 2007 2008 2007
—EEN\F ZETFE ZEBEENF ZITTLF
~A +=A A +=A
ETE =+—H =rE =+—H
Unaudited Audited  Unaudited Audited
RARERX BEIZ RIBER Bz
Within 1 year 1R 919,666 440,000 40,000 20,000
Between 1 and 2 years 1E24F 540,000 255,770 20,000 20,000
Between 2 and 5 years 2& 54 100,000 384,230 60,000 60,000
Over 5 years 5L E - — 25,000 45,000
1,559,666 1,080,000 145,000 145,000
The effective interest rates at the balance sheet date were as MNEERNERMEQRT :
follows:
As at
30 June 2008 31 December 2007
i
—EEN\FEXRA=TH “ET+F+-RA=1+—H
Unaudited Audited
REER KEZ
RMB HK$ RMB HK$
AR BT AEE BT
Bank borrowings IRITIER 6.75%-8.22% 4.70% 6.57%-7.56% -
Other borrowings E M EER 4.14% - 2.52% -
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(Br= B A -

AZBIEUAARE T ITREN)

13.

BORROWINGS (continued)

Interest expenses on borrowings for the six months ended 30
June 2008 is RMB48.89 million (30 June 2007: RMB30.66
million), out of which RMB30.04 million (30 June 2007:
nil) arising on financing for the construction of plant and
equipments were capitalised during the period and were
included in “additions” in property, plant and equipment. A
capitalisation rate of 6.87% (30 June 2007: nil) was used,
representing the borrowing cost of the loan used to finance the
project.

The carrying amounts and fair value of the non-current bank
borrowings and other borrowings were as follows:

13.

BHE_ZZNFAA=THIEARMHE
AEFRAERZAARKA4B889E
T(ZZEZEFAA=1+TH: AR
¥ 3,066 8 L) + EFHEHEERE &
HEERBEENERERAARYE
3,004 B (ZEZLFA=18:
T)ERBAEARE  WEBREEY
¥ BERZENIAE] —ERA-
FANEAELEEREG87T% (=T +
FRA=ZTH:ZT) HERBREZ
B HATAE R E R o

EMBEBITER R EMEROET
BMAFENT :

Carrying amounts Fair value
IRE{E ATE

30 June 31 December 30 June 31 December
2008 2007 2008 2007
—EBENE —ETHF ZBBENGE ZTTLHF
~A +=A NA +=A
=+H =+—H =+H =+—H
Unaudited Audited  Unaudited Audited
RISEZ =z RIQERZ KEZ
Bank borrowings HRITENK 640,000 640,000 640,000 640,000
Other borrowings EAfthfEmR 145,000 145,000 130,507 124,947
785,000 785,000 770,507 764,947

The fair values of current borrowings approximated their

HRTREFETIK RBERNA

carrying amount, as the impact of discounting is not significant. FEEEREERES o HME RS
The fair values of other borrowings are based on cash flows AFEERFAEReREFTE - 711
discounted using a rate based on the borrowings rate of R MERERRT7 488 (—TT+F

7.48% per annum (831 December 2007: 7.06% per annum).
o o

+=—A=+—8 : &£FX7.06%) A5
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14. OTHER LONG-TERM PAYABLE 14. HiWREESRIE
As at 30 June 2008, other long-term payable is unsecured, RZZEENFAA=1TH ' Eft &K
bore interest at a rate of 10% per annum and repayable within HAFER RRIBEAK R - LAEFI K108
three years. e WER=ZFRNER -
As at 30 June 2008, the fair value of other long-term payable RZEBEZENFNA=+H Ef K
approximates RMB141 million. HENSZKRENAFENRARE
1.41187T °
15. OPERATING PROFIT 15. R&EHEF
The following items have been charged to the operating profit B —_ZZNFR-_ZTZT+FNA
during the six months ended 30 June 2008 and 2007: =+HBIEANMEA - TFIEE S
B mAl

For the six months ended
30 June 30 June
2008 2007
BEAA=1+THLAEA
—EZEN\F ZZTTLF
Unaudited Unaudited
REEZ RSEZ

Loss on disposal of property, BEEY*  BEX

plant and equipment BRI EE (273) (4,273)
Amortisation of leasehold land and FH & ot % ot {5 A 8

land use rights (Note 5) (FfFzES5) (826) (826)
Depreciation of property, plant M - B NREETE

and equipment (Note 5) (MI7E5) (261,185) (216,428)
Amortisation of intangible assets (Note 5)  EF B E#S (FiFE5) - (2,242)
Depreciation of investment TEMENE

properties (Note 5) (MI7E5) (524) (550)
Foreign exchange loss, net bE i E5tE - JFER (12,923) (7,408)
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(B=AHERI  AZBREAUAARE T TRER)

16. INCOME TAX EXPENSE

16. FIEHEH

For the six months ended
30 June 30 June
2008 2007
BEAA=1+THLAEA
—EEN\F ZTTLHF
Unaudited Unaudited
RSEX NEEZ

Current income tax & HAFTIS AL
- PRC enterprise income tax — SR 314,849 149,404
Deferred income tax RIS (9,841) (932)
305,008 148,472
17. EARNINGS PER SHARE 17. BRER
Basic HAR
Basic earnings per share is calculated by dividing the profit % B 7R S F T AR AR AN R B a5 1
attributable to equity holders of the Company by the weighted BARERNBRABANE ZETED
average number of ordinary shares in issue during the period. MRE)INETF B M HE -
For the six months ended
30 June 30 June
2008 2007
BZA~A=1+HIEAEA
—EENE _—TTLHF
Unaudited Unaudited
RECEZ RIEEZ
Profit attributable to equity holders RARERFEEA
of the Company FEAG 5 A 835,440 768,881
Weighted average number of ordinary B 21T AR A INAE
shares in issue (thousands) FH g (TR 2,929,174 2,905,566
Basic earnings per share (RMB per share) SRR ERN T (FRAREIT) 0.29 0.26
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17. EARNINGS PER SHARE (continued)

18.

Diluted

Diluted earnings per share is not presented as the Company

has no dilutive potential ordinary shares as at 30 June 2008 (30
June 2007: RMBO0.26 per share).

DIVIDENDS

(@)

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 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. The Annual General Meeting held on
15 May 2008 approved the Board’s dividend proposal.
Such final dividend was paid for the six months ended 30
June 2008.

At a meeting held on 18 August 2008, the Board
proposed an interim dividend of HK$190.14 million
(approximately RMB167.09 million), representing
HIK$0.065 per ordinary share, for the six months ended
30 June 2008. This proposed dividend is not reflected
as a dividend payable in this consolidated condensed
interim financial information, but will be reflected as an
appropriation of retained earnings for the year ending 31
December 2008.

17.

18.

BRER (#)

i
m%$“ﬂ%—;“ﬂiﬁﬂz+
B Er #ERMEET R BUR
E2IERESEAN (ST LFA

=+8: BRAR¥O0.267T) °

@ R-EZELFNA=+HET
We#Rt EFEREZHRE
E-_FTT+F+-_A=+—H
LEFE R F BAAR B 5T 1.5994
B T(H AR ¥A1.548618
7t) » BIEA%0.055 87T o Lt
FHREERBE_TTLF
T_A=+—HIEFEER% -

kg

b) RZEZENF=ZA=_+tHHE
THEFRL EEREZHIK
HE-TTLF+-_A=1+—
H IEFE RAAAR B 5 1.8161
BET(H AR KA1.643618
7t) - Bl R E AR 0.062 %
T ZETENFRA+HASE
THREBFASE LM ESE
ERMNKREER - Ll RER
BERBE_ZEZENEXA
=THIEANEARNIEE -

€ RZZEZENFNA+/N\BEIT
VEEL EERERDIKE
E_EBEENFRNA=ZTHIEN
8 A R HARR B 25T 1.9014 8%
TT(H AR ¥1.67091E 7T )
Bl & % & 38 1% 0.065 %8 7T ° £
D KA B AR EARNER A S
B HA B 75 & R AR 1 R R AN AR
B BEEEHE_ZTZTNF
+_A=1t—BLEFEBEFK
mPEIRED o

E
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19.

20.

21.

NOTES TO THE CONSOLIDATED CONDENSED
INTERIM CASH FLOW STATEMENT

Major non-cash transactions:

During the six months ended 30 June 2008, the Group
endorsed bank acceptance notes to the suppliers for purchase
of property, plant and equipment amounting to approximately
RMB452 million (30 June 2007: approximately RMB448
million).

CAPITAL COMMITMENTS

Capital expenditure committed at the balance sheet date but
not yet incurred was as follows:

Purchase of property, plant and equipment B E#% - Bz
— Contracted but not provided for —BEIAER
— Authorised but not contracted for —BEEEER

CONTINGENT EVENTS

As at 30 June 2008, Jinxi Limited provided guarantee for
certain bank borrowings in favour of third parties amounting
to approximately RMB60.9 million (31 December 2007:
approximately RMB30.9 million).

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.

19.

20.

Az
it
8T

21.

FEEHPHRSRERWEE

TBRRERS

REBEZE_ZFZENFASA=THIER
BA XEERBEVE BEXR
% 8 [ 4 J&“Fﬁjbifﬁﬁﬁkﬁl‘:m,’]
AREAREL(ZEZELF XA
=1TH: AR 4.48187T) °

BARERE

REEBEAZEBHAEENEAR
R

As at
30 June 31 December
2008 2007
IS

—EZNF —ETTLF

AA=+H +=A=+—~H

Unaudited Audited

RBEZX KEZ

2,005,662 884,748

77,404 276,472

2,083,066 1,161,220

RAEE

R-ZFFN\EXA=+A  2AH

BAS=HNETRITERLAE
R EHARKE00EBT(=F
TL+FF+_A=+—H: HARK
3,00087T) °

ARAREZR/REERESRA
ENRERKEENRERRL ©
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22,

RELATED PARTY TRANSACTIONS

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)

During the six months ended 30 June 2008 and 2007,
the directors are of the view that the following companies
and persons are related parties of the Group:

22. ARG

M— 7 BEERAEEENEN S —
HEH S —HENEMBREER
REBEATEN RSBEB -
RS ERES - b AR -

@ REEZZEZNFN_ZZ=t
FRA=ZTHLEAER &%
RELNTRARMALTAELNEEH
HIRAEE 5 -

Name

=L

Wellbeing Holdings Limited

Smart Triumph Corporation

Mittal AG

Arcelor Mittal Sourcing SA (“AM Sourcing”)

Tangshan City Jinxi Iron and Steel

Group Co., Ltd. (“Tangshan Jinxi Group ™)
LTRSS B AR AR

(TR 2SR ])

Foshan Jin Lan

BLem

Qianxi County Zhongxing Iron Mine Co., Ltd.
(“Zhongxing Iron Mine”™)

BEFPHEREEAR AR ([ EEE])

Foshan Jin Lan Import and Export Co., Ltd
(“Jin Lan Import and Export™)
HLeHEELDARAR ([SFELD D)

Foshan Jin Lan Nonferrous Metals Product
Co., Ltd. (“Jin Lan Nonferrous Metals™)

FlLeHEEEEBEMERAR
([eHBEE28]))

Mr. Han Jingyuan
BRUR KA

Mr. Shen Xiaoling
LR KL

Relationship with the Group
BEASBEHEF

Substantial shareholder of the Company

ARBEWEERR

Former substantial shareholder of the Company

ZA/NGI: DTS &3

Substantial shareholder of the Company

ARBWEERE

Controlled by the same ultimate controlling
shareholder of Mittal AG
H Mittal AG B[R] — Bz #8122 i B SR 42

Shareholder of Jinxi Limited and its legal representive is
Mr. Han Jingyuan, a direo’gor of the Company

REBERE - LERRRAAAT
EEREIESE

Substagtial shareholder of Jinxi Jinlan

EReHNEZRE

Jinxi Limited” s associated company

e i)l /NC]

Controlled by the family members of Mr. Zhou Weijie,
a director of Jinxi Jinlan

HRASH - REFERA ST ENRIEKEES
Foshan Jin Lan " s subsidiary

#1112 B aIFTE A Al

Chairman and Chief Executive Officer of the Company
RNAREERERFKEERNTE

Director of the Company

ARBES

PERSEBERERAT | RS 2008 63



Notes to the Consolidated Condensed Interim Financial Information (continued)

#n e 8 BA P I B A R B R (AR

(All amounts in RMB thousands unless otherwise stated) (B& S & $&8R4) -

AZBIEUAARE T TREN)

22. RELATED PARTY TRANSACTIONS (continued)

(b) Save as disclosed elsewhere in these consolidated
condensed interim financial information, during the six
months ended 30 June 2008 and 2007, 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

Jin Lan Import and Export £ B+ 0

(I) Sales of utilities

Jin Lan Nonferrous Metals £ & B S E

(b)

22. BEAIRS &)

A5 24 Ao A T o
ERBESN REE-BBN
FR-FELFAA=TAL
AGLES SRS PN
EE VIS XS L ES
BB -

(i #HE

() EmREE

For the six months ended
30 June 30 June
2008 2007
BEAA=THLKER
—EZEN\F ZZTTtF
Unaudited Unaudited
REEZ RSEZ

40,993 7,576

() TBhHEE

For the six months ended
30 June 30 June
2008 2007
BEAA=THLKER
—EZEN\F ZZTTtF
Unaudited Unaudited
REEZ RCEZ

1,803 1,562
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22. RELATED PARTY TRANSACTIONS (continued) 22. BEMARZ =)
(b)  (continued) o) (#&)
(i) Purchase of raw materials (i) EMREE

For the six months ended
30 June 30 June
2008 2007
BZEAA=1+THLAEA
—EENE _—_ZTTLHEF
Unaudited Unaudited
RSERX NS EZ

AM Sourcing 76,904 -
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22. RELATED PARTY TRANSACTIONS (continued)

(c) As at 30 June 2008 and 31 December 2007, 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
and dividends appropriation during the period/year and
other ordinary business transactions:

Amounts due from related parties JE Uk RS 75 SR IE
— Jin Lan Import and Export —SHEND
— Zhongxing Iron Mine (i) — rp BLAE 2K ()
— Mr. Han Jingyuan —BBRURSTAE

Amounts due to related parties

& {5 RIS 0 5K0R

Non-current JEENEA
Borrowings from a related party B IR A B K
— Foshan Jin Lan (ii) — B 1L <2 B (ii)

Deposit from a related party FESRBEE H RS
— Mr. Shen Xiaoling (Note (iii)) — kB
(B & i)
Current BNHR
Dividends payable due to BRI FLATERERRE
— Tangshan Jinxi Group —BEIEREE
— Zhongxing Iron Mine — RS
Trade Payables BB ZRM

— AM Sourcing (Note 22(b)(ii))
Others

— AM Sourcing (B #E 22(b)(ii))
Hith

— Mr. Han Jingyuan —BBRURSTAE
— Foshan Jin Lan — LR

22. AR Z &)

R-BENFAA=+HEEZ
TR+ _-_HA=+—H &
ERRA BB TS K
AEBEXRBRRBA,F
WA S D Ik H M B EER
R B MELA T B RERE T R

As at
30 June 31 December
2008 2007

PN

—EENE —EELF
AB=+H +=-A=+—H
Unaudited Audited
RICEX LEZ
12,265 1,255
9,800 9,800
76 -
22,141 11,055
55,055 55,733
10,000 -
65,055 55,733
11,276 4,947
2,535 2,535
13,811 7,482
28,030 -
- 706
383 383
383 1,089
42,224 8,571
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Notes to the Consolidated Condensed Interim Financial Information (continued)

w5 BB R A B A B R B o (48D

(Al amounts in RMB thousands unless otherwise stated) (fk S EFERRSN - FiAE S EEAARBT T AER)

22, RELATED PARTY TRANSACTIONS (continued) 22, BIME RS ()
©) (continued) ) (#&)
()  Subject to certain agreements entered into in ) BER-ZEZLF+—H
November 2007, the loan provided to Zhongxing RN EVE T - Refiia
Iron Mine amounting to RMB9.8 million is HREBEENERR/ARE
unsecured, interest-free and repayable within 980 & T - UL ERAEE
thirteen months. - RERART=EA
REL o
(i)  Subject to certain agreements entered into in (i) WER-_ZFZTRF—HF]
January 20086, the payables owing to Foshan Jin MHE TR A
Lan amounting to RMB55 million is unsecured, WEWHERSARE
interest-free and repayable only after 5 years. 55008 7T * WRIBRE
HH - 2B RERAFE
B -
Except for the loan provided by Foshan Jin Lan, the loan BRramFlLeRREENE
provided to Zhongxing Iron Mine as disclosed above and R REETEBEXZNERR
deposit from Mr. Shen Xiaoling as disclosed in Note 3 (i), PR 3(iii) AT FE AL BE 22 S5 4
the related party balances were all unsecured, interest- RIZE N - B 5 A B
free and had no fixed term of repayment. A 2R EEETEEES -
The carrying amounts and fair value of the non-current SE RV EA FE 1< BA Bk 75 SRIE A AR T
amounts due to related parties are as follows: BRERAFEAT :
Carrying amounts Fair value
IREE AYE
30 June 31 December 30 June 31 December
2008 2007 2008 2007
—EENF ZTTLF —TENF ZTTLHF
<A +=A <A +=A
=+H =t+—H =+H =t+—H
Unaudited Audited  Unaudited Audited

Amounts due to JE RERE
related parties I8 65,055 55,733 53,665 44,013
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Notes to the Consolidated Condensed Interim Financial Information (continued)

#n & FE B P H B 1 R B R (AR

(All amounts in RMB thousands unless otherwise stated) (B& S & $&8R4) -

AZBIEUAARE T ITREN)

22. RELATED PARTY TRANSACTIONS (continued)

(c) (continued)

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 7.56% per annum (31 December 2007: 7.74% per
annum).

23. SUBSEQUENT EVENTS

o Pursuant to a share transfer agreement dated 4 August
2008, Jinxi Limited acquired 71% share capital and
shareholders’ loan of Tangshan Baotai Iron and Steel
Group Xinyi Iron and Steel Co., Ltd. from its original third
party shareholders, for a cash consideration of RMB237
million and RMB295 million respectively. The details of
the acquisition are set in the announcement published
on 12 August 2008.

o Subsequent to the period end, Jinxi Limited has been
granted a total of RMB1,249 million banking facilities and
borrowings, which comprise RMB449 million trade line
and RMB800 million borrowings under an assets sale
and leaseback arrangement.

24. APPROVAL ON THE CONSOLIDATED CONDENSED
INTERIM FINANCIAL INFORMATION

The consolidated condensed interim financial information
was reviewed by the audit committee of the Company and
approved by the Board on 18 August 2008.

22. AR Z &)

23.

24.

(©

o
w®E

-3

R
ER

(%)

HRITHEZETK - TR
75 B BVEA SR IE M) A (B K B B
ARFEORTFEHENELRE
B EAFEERFTRBAERE

EFE MAXUEBERFF
R756E(ZTZTLF+ A
=+—8 : FRE7.745) RE
# o

A&REE

BERZZEZNF/N\AMNABEE

2 RiEsE R - 2
M) L2 2 ) 4 2 (B 2 2 4 43
ERARZERRE(E=7)5
RIABR REARKE2.37ET
MAREKE2955BTWEERAE
2 8 LU 2 ) 43 A ) 2 e )
BRAABT1%REMBRRE
Mo ZWBEER ZFHAEFEEE

HER=ZZZENFENA+Z=AH

ZRE e

REERE  REMBERT
—IHBRE AR ARKE1249E T
WERTEEREERMER - HA
BIEEIREARKE449ET
NRERBER S EZH T HE
KAREES.0018TT °

memAP M BER

AEZZESCEHMNEER
“EENFENATNBHER

554 AR R EDRA B AR -
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7.

CHINA ORIENTAL GROUP COMPANY LIMITED _
TERAEBERERA A

HONG KONG OFFICE

Suites 901-2 & 10

9th Floor, Great Eagle Centre
23 Harbour Road

Wanchai, Hong Kong

FEMER
BBEFEEE2355
EEHL9E

901-2% 10E

Tel Z:E : (852) 2511 1369
Fax {&H : (852) 2511 1301

BEIJING OFFICE

Suites 2901-3

29th Floor, Full Tower

9 Dongsanhuan Middle Road
Chaoyang District, Beijing, China

RARE

HEERMHGE
R=IRAPEZOE
ERIAE291822901-3%

Tel &E5E : (86) 10 8591 0207
Fax &€& : (86) 10 8591 0205

sk For identification purposes only

EHRR
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