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Financial Highlights B % # =

FINANCIAL SUMMARY MBHE
2006 2007 2008
ZETRF e —EENF

(RMB milion)  (RMB milion)  (RMB million)
(AREBERL) (AREBEET) (AR¥EER)

Revenue 9N 9,782 13,499 19,388
Gross Profit Esp 1,424 1,917 517
Profit Attributable to Equity Holders of A2 RIEzaHE B A (5 F
the Company 1,033 1,160 44
Basic Earnings per Share (RMB) BRERNEN(ARET) 0.36 0.40 0.02
Net Assets FEEEA 5,601 6,696 6,490
Total Assets HARE 8,221 10,162 14,136
Profit Attributable to
Revenue Equity Holders of the Company
WA AATEREFEAELSRR
RMB million RMB million
AREBET ARBEETT
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SELLING PRICE AND GROSS PROFIT/(LOSS) PER TONNE SHHEBEHEER,(EF)

2006 2007 2008
ZETRF ZETHF —EENE
(RMB) (RMB) (RMB)

(AR#TT) (AR®TT) (AR¥T)

Selling Price per Tonne EuEtHEE 2,602 3,265 4,273
Gross Profit/(Loss) per Tonne BWEER,(£E)

Billets SR 384 281 (10)

Strips and strip products A N A AR E o 445 404 99

H-section steel H 7§ 288 668 252

Cold rolled sheets and R ELR R SE AR

galvanised sheets (680) 198 49
Combined o) 380 464 114
Selling Price per Tonne Gross Profit per Tonne
SHHEE BWEF

RMB RMB

ARMETT AR
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SALES VOLUME BY PRODUCTS REREEE S 2HEHE
2006 2007 2008
ZETRF —RELF —EENFE
(000 (000 (000
tonnes) tonnes) tonnes)
(Fma) (Fma) (Fmg)
Billets S 1 1,173 299 1,007
Strips and strip products HS S K S A KA 2 2,202 2,451 2,061
H-section steel H 7 8 250 1,205 1,225
Cold rolled sheets and R ELR M IE SR
galvanised sheets 121 173 241
Combined e 3,746 4,128 4,534

Sales Volume by Products

RERBEAS 2HE
2006 2007 2008
—BEX —EELF —EENF
31.3% B8% 7:2% 59.4% 2 29,
\ / A \ ’ v . 0\
5.3%
/ )
3.2% / /

ya 29.2% 27.0%

6.7%

M Billets s £
[ strips and strip products %5 4 [ % 3048 & &
H-section steel HE if

Cold rolled sheets and galvanised sheets /% |4 & % & R

Y8 China Oriental Group Company Limited = 5 5 J7 4 35 B FR A



Corporate Information 2 8&#

BOARD OF DIRECTORS B/
Executive Directors WITES
Mr. Han Jingyuan BRAUR A
(Chairman and Chief Executive Officer) (BEEEETEFEEHTE)
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Mr. Zhu Hao A
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Mr. Gao Qingju =aR%A
Mr. Yu Tung Ho REERE
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Mr. Han Jingyuan (Chairman) BWURSEE ()
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Mr. Wong Man Chung, Francis EIRAE
AUTHORISED REPRESENTATIVES RERRE
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Ms. Ma Oi Ming FEHALL
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Mr. Chan Siu Kay PRABE
COMPANY SECRETARY NEME
Ms. Ma Oi Ming FEHRLL
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Corporate Information 2 8&#

REGISTERED OFFICE
Clarendon House,

2 Church Street,
Hamilton HM11,
Bermuda

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Suites 901-2 & 10,

9th Floor, Great Eagle Centre,

23 Harbour Road,

Wanchai, Hong Kong

BERMUDA PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE
Butterfield Fulcrum Group (Bermuda) Limited

(formerly known as Butterfield Fund Services (Bermuda) Limited)

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE
Tricor Investor Services Limited

AUDITOR
PricewaterhouseCoopers

COMPANY’S WEBSITE
www.chinaorientalgroup.com

PRINCIPAL BANKERS
China Construction Bank
Agricultural Bank of China
Bank of China

China Minsheng Bank
DBS Bank

ICBC (Asia)

MR ERE
Clarendon House,
2 Church Street,
Hamilton HM11,
Bermuda
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Chairman’s Statement =FE#R%

2008 is a year that marks tremendous changes in the global
economy. The economic downturn caused by the financial crisis has
affected a wide spectrum of industries, including the steel industry,
of various degrees.

The Group’s operations still maintained relatively satisfactory growth
in the first half of the year. However, in the second half of the
year, especially in the fourth quarter, demand for various types of
commodities slackened as the economy got worse. The sluggish
demand led to a decline in the prices of a number of commodities,
including metals. This, together with the Group’s purchase of
excessive raw materials before the Olympic Games at a higher
cost and the consumption of these expensive raw materials for
production and sales in the second half of the year, further dragged
down tremendously the profit margin of the Group for the year of
2008.

In the face of a severe operating environment, China Oriental Group
Company Limited (“China Oriental” or the “Company”, together
with its subsidiaries, the “Group”) achieved proactive response. The
Group had made timely adjustment to its production schedule and
expansion plan according to market changes and adopted a variety
of cost-reduction measures. However, it takes time for the results
of the various measures to be fully reflected. As such, the operating
results of 2008 experienced significant decline as compared with the
year of 2007.

RN\ FREREBERE 2B EH
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Chairman’s Statement =FE#{&E

The effect of the series of cost-reduction measures taken by the
Group in the second half of 2008 is expected to fully realise in 2009,
which will help the Group to maintain its competitive advantage and
to continue to consolidate its market position amid a relatively volatile
market environment.

ArcelorMittal, the world’s largest steel corporation, has become the
Group’s second largest shareholder during the year under review.
Both parties have since maintained a close cooperative relationship.
During the year under review, ArcelorMittal actively participated in
the operations of the Company, and appointed senior management
executives to the Board of the Company, which bring the Company’s
corporate governance more in line with international standards.
The two parties also stepped up collaboration on procurement of
raw material, enhancement of technology, expansion of overseas
markets, etc.

'-'lq:F:-'_
_| x :-l_-n.—-=|':_ e, B

t!:Hsllli W EWEF
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Chairman’s Statement =FE&H &

BUSINESS REVIEW

During the year under review, the revenue of the Group was
RMB19,388 million (2007: RMB13,499 million), representing an
increase of 44% as compared with that of 2007. The growth in
revenue was mainly due to the relative large increase in total sales
volume from approximately 4.1 million tonnes in the year of 2007
to 4.5 million tonnes in the year of 2008. Besides, the increase in
average selling price by 31% from RMB3,265 per tonne in 2007
to RMB4,273 per tonne in 2008 also attributed to the growth in
revenue.

During the year under review, the production costs had been pushed
up by raw materials and coke purchased at higher prices during the
previous periods. Moreover, the sales volume of strips and strip-
related products, which offered a higher gross profit, had been
decreased by 16% when compared with that of the previous year,
while the sales volume of billets, with a relatively lower margin, was
2.4 times higher than that of 2007. As a result, the Group’s gross
profit for the year decreased to RMB517 million from RMB1,917
million in 2007. The gross profit of the Group’s steel products
for 2008 was RMB114 per tonne, representing an downward
adjustment of RMB350 per tonne or 75% from RMB464 in 2007 .

The audited profit before tax and profit attributable to equity holders
of the Company for 2008 were RMB114 million and RMB44 million
respectively, representing decreases of 93% and 96 % respectively
compared with that of previous year.

During the year under review, the Group had a net cash inflow
generated from operating activities of RMB148 million (2007:
RMB1,074 million) for its consolidated cash flows.

Due to a significant slowdown in the market demand in the second
half of the year, the average utilisation rate of the Group’s production
lines was approximately 90% for the full year. To maintain the
Company’s profitability, the Group took aggressive responsive
measures during the second half of the year. With respect to
production costs, the Group strove to minimise consumption during
the manufacturing process and strictly control the cost incurred in
every aspect of the production process. To effectively lower fixed
costs, the Group implemented streamlined management measures
in the fourth quarter by cutting about 1,000 non-technology-based
low-level positions.

OB
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Chairman’s Statement £E#{&

BUSINESS REVIEW (continued)

The Group’s overall annual production capacity of crude
steel reached 6,000,000 tonnes during the year. With the full
commencement of the operation of the new H-section steel
production facilities, the production capacity of H-section steel
reached 2,200,000 tonnes, further consolidating the Group as
one of the largest H-section steel production centres in China.
In addition, the Group successfully increased its shareholding in
Foshan Jinxi Jinlan Cold Rolled Sheet Co., Ltd (“Jinxi Jinlan”) to
81.5% at the beginning of 2008 and made a further capital injection
to Jinxi Jinlan, which provided sufficient financial resources to Jinxi
Jinlan for its business development, while strengthening the Group’s
management control over Jinxi Jinlan.

In response to market changes, Jinxi Jinlan adjusted its production
facilities during the year, modifying one of the production lines to
produce extremely thin steel strip, which is supplied to high-end
electronic consumer products manufacturers and thus has a higher
competitive edge in the market.

During the year, in order to further control costs and raw material
supply, the Group announced several plans for extending its
operations to upstream activities during the first half of the year.
The plans included investment in the construction of a coking plant
with an annual production capacity of 2.2 million tonnes of coke; in
August 2008, the Group announced the acquisition of a 71% equity
interest and a 71% shareholders’ loan in Tangshan Baotai Iron and
Steel Group Xinyi Iron and Steel Company Limited (now known
as Tangshan Fengrun Hengfeng Iron and Steel Company Limited)
(“Xinyi Iron and Steel” or “Hengfeng Iron and Steel”) for a total cash
consideration of RMB532 million. Xinyi Iron and Steel is a sizable
domestic steel mill. It has integrated production equipment with steel
production capacity of 1,000,000 tonnes per annum.

¥KOEe)
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Chairman’s Statement =FE&H &

BUSINESS REVIEW (continued)

In the second half of 2008, the global financial crisis deepened.
Pursuant to prudent financial management and strengthened
risk management, the Group had postponed the plan for the
development of the coking plant. Moreover, the Group had also
terminated the acquisition of the 71% equity interest and 71%
shareholders’ loan in Xinyi Iron and Steel. The vendors of the Xinyi
Iron and Steel’s equity interests had refunded RMB200 million of the
part of consideration paid up front by the Group before 31 March
2009, and the remaining balance of RMB200 million will be refunded
to the Group before 31 December 2009.

On 24 March 2009, the Group acquired the assets relating to the iron
and steel production from Hengfeng Iron and Steel at an aggregate
amount of approximately RMB396 million. Following the acquisition
of assets, the Group’s annual production capacity of steel products
will be approximately 7 million tonnes.

Hebei Jinxi Iron and Steel Company Limited (“Jinxi Limited”), the
principal subsidiary of the Group, collaborated with The College of
Metallurgy and Energy of Hebei Polytechnic University to establish
Jinxi Iron and Steel Research Institute, for product development,
technology upgrade and staff training.

STABLE STRATEGIC COOPERATION WITH
ARCELORMITTAL

During the year, ArcelorMittal became the Company’s second
largest shareholder and began collaboration with the Group.
ArcelorMittal, as the world’s largest steel company, will support the
Group through providing raw material and technology. Moreover,
it will also appoint staff to participate in the Group’s management
and decision making, in order to help the Group to move closer
towards reaching the international levels of production efficiency and
management quality.

ArcelorMittal is a global leader in technology producing H-section
steel and the Company is one of the largest producers of H-section
steel in mainland, China. The cooperation between the two
companies will be advantageous for the Group to consolidate its
leadership in China’s H-section steel market, while providing a solid
foundation for the Group’s future expansion in overseas markets.
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Chairman’s Statement £E#{&

STABLE STRATEGIC COOPERATION WITH
ARCELORMITTAL (continued)

Under the iron ore and coke long-term supply agreement, the
Group can ensure reliable supply of raw material for production, and
effectively lower the risk of fluctuations in the price of raw material.

On 30 December 2008, the Group appointed Mr Muktesh
Mukherjee, who is the senior management of ArcelorMittal, as the
Company’s executive director, and two other senior management
staff of ArcelorMittal as the Company’s non-executive directors.
Their presence on the Board marks further cooperation between
the Company and ArcelorMittal, and their experience in the global
steel and financial markets will benefit the Company’s business
development. ArcelorMittal’s worldwide business exposure will
help the Company to broaden its international perspectives, and
enhance its corporate development capability. The three newly
appointed directors possess expertise and extensive experience in
the development of steel business worldwide, which will facilitate
cultivation and development of the Company’s steel business at
home and abroad. All this will further strengthen the ties between
ArcelorMittal and the Company.

FUTURE PROSPECTS

The global economic recession, triggered by the financial crisis, has
now spread to Asia. In China, the government’s austerity measures
implemented at the beginning of last year have affected the property
market, and given an uncertain outlook, the construction projects in
the private sector will also slow down. All this will affect the demand
for H-section steel, which is the principal construction material.

The Group expected that in the first half of 2009, the demand for
steel will remain weak and steel prices will be at low levels. However,
coke and coal prices dropped in the first quarter, which will ease the
pressure on production cost. The positive effects will gradually be
realised in 2009.
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Chairman’s Statement =FE&H &

FUTURE PROSPECTS (continued)

In addition, the results of the cost reduction measures taken by the
Group in the second half of 2008 will be reflected in the current year.
This will help improve the Group’s competitiveness amid a severe
operating environment.

The PRC government has already announced its RMB4 trillion
stimulus plan to boost internal demand. Most of the fund will be
used in infrastructure construction and improvement of rural areas.
It is expected that the gradual implementation of these construction
plans will stimulate the demand for construction materials, including
steel products. As it takes time for the implementation of large-scale
construction projects, the positive impact will not be felt until late this
year or early next year.

The Central Government has issued a detailed policy paper to direct
the development of the iron and steel industry in China by late March
2009. The Board of Directors are mindful of the short-term and long-
term impacts of the said policy paper on the Company; and have
already instructed the senior management team to formulate the
appropriate work plans both at the high level and the working level
S0 as to take advantage of the same.

In the face of market challenges, the Group will prudently carry out
its operations, lower costs and control capital expenditure, while
maintaining sufficient cash flow.

At the same time, the Group will continue to enhance its
competitiveness. By seizing the opportunities arising from market
consolidation, the Group will consolidate its market leadership.

The Group will continue deepen cooperation with ArcelorMittal on
the aspects of corporate management, production technology, raw
material supply, and overseas sales, in an attempt to improve the
Group’s operation efficiency and management.
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Chairman’s Statement £E#{&

BUSINESS OPERATION

Sales Volume

In 2008, the Group’s total sales volume was 4,534,000 tonnes
(2007: 4,128,000 tonnes), representing an increase of approximately

10% as compared with that of previous year.

The Group’s sales volume breakdown was as follows:

RELDRE

HE

el

—EENFAREEBIHEE 54,534,000
WE( —ZBA4F : 4,128,000W8) - & EF
EFAI10% o

AEERERFEHEEENT

2008 2007
“EENE ZETHEF
Sales volume Sales volume
fHE HE Changes
Percentage Percentage in Sales
('000 tonnes) % (000 tonnes) % volume
A EL Bl
(FH) % (Fug) %  HEE
Billets R 1,007 22.2 299 7.2 237%
Strips and strip products R EIEER 2,061 455 2,451 50.4 (16%)
H-section steel HAYEH 1,225 27.0 1,205 29.2 2%
Cold rolled sheets and RER R
galvanised sheets IR 241 5.3 173 4.2 39%
Total &t 4,534 100.0 4,128 100.0 10%

During the year, the Group experienced substantial drop in the gross
profit. This was mainly attributable to the decrease in sales volume
of strips and strip products, which offered a higher gross profit, by
16% compared with the previous year. Besides, sales volume of
billet products, which generated very slim gross profit, was 2.4 times
higher than that of 2007.
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BUSINESS OPERATION (continued) ¥EEEe)
Revenue HERE
Revenue of the Group in 2008 was RMB19,388 million (2007: —EE N\FAREEEHEEEAARE

RMB13,499 million), representing an increase of 44% as compared 193.88 BT (—EZE+F : AR 134.99

3.
with that of previous year. 1BIT) » MEFIERA44% o

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

(excluding value added tax) were as follows: 2 EREEBSENT -
2008 2007 Changes in
—EENF L it
Average Average
Revenue selling Revenue selling Average
(RMB price (RMB price selling
million) (RMB/tonne) million)  (RMB/tonne) Revenue price
RMB ¥4 T4
ARM HEE HEEE HEE  HEER ¥
(B8Bn) (o/®W) (BBrn) (T/%) HERE  HEEE
Billets HiipZy 3,919 3,891 897 2,999 337% 30%
Strips and strip products H R EWEER 8,574 4,159 7441 3,036 15% 37%
H-section steel HAL S 5,562 4,538 4,298 3,566 29% 27%
Cold rolled sheets and RER R
galvanised sheets R 1,319 5,489 840 4870 57% 13%
Others Hith 14 - 23 - (39%) -
Total A&t 19,388 4,273 13,499 3,265 44% 31%
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Chairman’s Statement £E#{&

BUSINESS OPERATION (continued)
Cost of Sales and Gross Profit/(Loss)

The audited consolidated gross profit of the Group in 2008 was
RMB517 million (2007: RMB1,917 million), representing a decrease
of 73% as compared with that of previous year. Gross profit margin
was 2.7% (2007: 14.2%).

Average cost per tonne and gross profit/(loss) per tonne during the
year were as follows:

¥EOE®)
RARER, (k)

T N\FHNAEBRLEREEENA
ARESATET(ZEZELF : ARE
19.171870) - REAF TR 73% - EF =
HE27% (ZFZLF 1 14.2%) °

AEBNEBFE TSR AR ZHE
EF/ (BT :

2008 2007
—BEN\F —TTLF

Average Gross Average Gross
unit cost  profit/(loss) Gross unit cost profit Gross
(RMB/  pertonne profit/(loss) (RVB/ per tonne profit
tonne) (RMB) margin tonne) (RmMB) margin

T SWERN/ 1

RMB RAEE (E8) N/ HKAEE  BEES
AR (7T/M) (x)  (EBHE (/%) (7t) EME
Billets i)Y 3,901 (10) (0.3%) 2,718 281 9.4%
Strips and strip products R EEm 4,060 29 2.4% 2,632 404 13.3%
H-section steel HAL S 4,286 252 5.6% 2,898 668 18.7%

Cold rolled sheets REMRR

and galvanised sheets FEHR 5,440 49 0.9% 4,672 198 41%
Total At 4,159 114 2.7% 2,801 464 14.2%

Accreditation for the Company and its Management

The Group’s H-section steel product brandname, Jinxi Pai, was
accredited “Consumers Satisfactory Products in Hebei Province” by
China Quality and Assurance Committee. Besides, Jinxi Limited, a
major subsidiary of the Company was accredited the award of “The
Best Corporate Culture in 2008” by China Entrepreneur Committee.

Mr. Han Jingyuan, the Chairman and Chief Executive Officer of
the Company, had been named the “Outstanding entrepreneur
in Science Development in Tangshan City” by Tangshan local
government. Besides, he was granted a golden award for his
charity donation from the year 2006 to 2007 by the Hebei charity
organisation.

ARREEEREMSE

RS B 2L H A 8 2 an o R PO R 14%
hEEEHeNERAPZE RN R A
ERFMEEM] - MARAMNEEMNE
REVEEME TR CXBE S R E
EERBGTH2008 F2EHBEILE

BHREAE(ARRNESEREIFERER
WITE)WBELTEMEBAFEAE LT
RERREFGER ] RNt ESTR
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FINANCIAL REVIEW

Capital Structure

The cash and cash equivalents of the Group as at 31 December
2008 was RMB729 million (2007: RMB690 million). After deducting
the cash and cash equivalents and the relevant restricted bank
balances, net borrowings was RMB1,257 million (2007: RMB535
million), accounting for 20% (2007: 8%) of the Group’s consolidated
net assets after deducting minority interests of RMB6,265 million
(2007: RMB 6,549 million).

The current ratio (current assets divided by current liabilities) was
0.88 as at 31 December 2008 (2007: 1.4). As at 31 December 2008,
the ratio between total liabilities and total assets of the Group was
54% (2007: 34%).

The net asset value per share of the Group as at 31 December 2008
was RMB2.14 (2007: RMB2.24), representing a decrease of 4% as
compared with that of previous year.

The consolidated interest expenses and capitalised interest in 2008
amounted to RMB155 million (2007: RMB69 million). The interest
coverage (divide earnings before interests and taxes by total interest
expenses) was 1.3 times (2007: 22.1 times).

g dE) ]
BANER

AEBR=-_ZTEN\F+-_A=1+—80H
RELBoEBUMEFTAARET20E
TL(ZZEZT+F: AR 6.9018T) - 10k
ReERBEEEWMEBEI RGBT
7% AEEMERFEAARE 1257
BL(ZZTZTtF: AR¥535ET) ' th
REBHNRLVERRERELRE FEE
B62.658IT(ZEZTLF : ARU65.49
BI)#20% (—FFLF : 8%) °

R-ZBENF+_A=1+—8 x&EH
MRS ER(RBEERARDEE) A
0.88fF(ZZZTLF:1.4fF) - RZZTZN

F+-A=+—H AEBENREESE
BEENEAGI% (ZTTLF:34%) °

AEMA-—BEN\F+-/=+—HK
BRFEEERARK214T(ZEEL
F:AR®E22470) REF T HA4% o

ZEENFHREMEZE (FEREFE
TH)EARBAGEIT(ZZEZTLF A
E¥6,900&7T) © F 8 &R FEE (FBRF
BRIz BMATREFBRUAFEX H) £1.3
B(ZEZTEF 2211F) °
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FINANCIAL REVIEW (continued)
Capital Commitments

As at 31 December 2008, the Group had capital commitments of
RMB3,300 million (2007: RMB1,161 million), which mainly consisted
of the capital commitments to the construction of coking coal project
and rolled sheets project and other ancillary projects. It is estimated
the capital commitments will be financed by the Group’s internal
resources and bank borrowings.

Guarantees and Contingent Liabilities

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

Pledge of Assets

As at 31 December 2008, the net book value of the Group’s
property, plant and equipment amounting to approximately
RMB1,406 million (2007: approximately RMB1,396 million),
land use rights amounting to approximately RMB62 million
(2007: approximately RMB24 million), inventories amounting to
approximately RMB390 million (2007: approximately RMB57 million),
notes receivable amounting to approximately RMB251 million
(2007: approximately RMB158 million) and restricted bank balances
amounting to approximately RMB362 million (2007: approximately
RMB172 million) had been pledged as security for the Group’s bank
facilities.

Exchange Risks

As at 31 December 2008, Renminbi, US dollar, HK dollar and Euro
accounted for 93.8%, 5.7%, 0.2% and 0.3% of the Group’s total
bank balances (including restricted bank balances) respectively
(2007: 82.2%, 15.4%, 2.4% and 0.001% respectively). As the
majority of the sales, purchases of raw materials and bank
borrowings committed by the Group were in Renminbi in 2008 and
2007, the Group’s exposure to foreign exchange risk remained
relatively low.

B E )
BN

R-ZZEZENF+-_A=1t—H  ~&H
MQ$E%ﬁ%AEM%OMTT_”
TLFAREN61ERL) TE2RTE
REMECTREMNEECEETIZEEBD
BARMEAE - BB ASEEEES
FARTTIE S FTRLE ©

ERESARRE
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FINANCIAL REVIEW (continued)

Interest Rates Risk

The interest rates of the Group’s certain borrowings are subject to
variation. 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 of the Group, there are no events
to cause material impact on the Group from the balance sheet date
to the date of this report.

Human Resources and Remuneration Policies

As at 31 December 2008, the Group had a workforce of 9,400 and
temporary staff of 640. 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. Effective
from July 2008, the Group implemented a workers’ injury insurance
scheme and contributed approximately RMB4 million to the Social
Insurance Bureau. The amount of contribution was calculated at
1.5% based on the workers’ wages. According to the Group’s
remuneration policy, employees’ package is based on productivity
and/or sales performance, and is consistent with the Company’s
quality control and cost control tangets.

The Group has been emphasizing the importance of providing
continuing education and training programmes to both the
management staff and factory workers in order to improve the
Group’s productivity and further enhance the quality of its workforce.
For example, Jinxi Limited received the “2008 Award for Excellent
Achievement in Enterprise Culture in China” from China Enterprise
Confederation and China Enterprise Directors Association in
December 2008.

B E )
IR [
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APPRECIATION

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

On behalf of the Board
China Oriental Group Company Limited

Han Jingyuan
Chairman and Chief Executive Officer

Hong Kong, 3 April 2009
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Directors’ and Senior Management’s Biographical Information EER 5 ERASNBEEER

EXECUTIVE DIRECTORS

Han Jingyuan, aged 52, is the Chairman and Chief Executive
Officer of the Company, and also serves as chairman of the board of
Hebei Jinxi Iron and Steel Company Limited (“Jinxi Limited”), Foshan
Jinxi Jin Lan Cold Rolled Sheet Company Limited (“Jinxi Jinlan”),
Tangshan Fengnun Qu Zhengda Iron and Steel Company Limited
and Oriental Fullhero Leasing Co., Ltd. Mr. Han graduated from the
People’s University in 1994 with a degree in management. Mr. Han
began his career in Metallurgy in 1984 when he was employed as
a deputy mine manager of Han’erzhuang Iron Mine. Mr. Han has
in-depth industry knowledge and 24 years of extensive operational
and managerial experience in the iron and steel industry. Mr. Han
was awarded the honorary title of “Hebei Metallurgy Top Ten
Man”, “Outstanding Entrepreneur of Hebei Province”, “Excellent
Privately-owned Enterprises Entrepreneur in Hebei Province”,
“Chinese Brands Top Ten Outstanding Meritorious Man”, “The
Most Attention-grabbing Chinese Entrepreneur”, “Best Founding
Entrepreneurs in China”, “Top Ten Celebrities for China Reform

» oo«

Programme in the New Century”, “Economic Top Ten Men of
Honesty and Credibility in China”, etc. Mr. Han is the Vice Chairman
of the Metallurgy Chamber of All-China Federation of Industry and
Commerce. Mr. Han is the director and the controlling shareholder
of Wellbeing Holdings Limited, the controlling shareholder of the

Group.

Zhu Jun, aged 45, an Executive Director, Executive Deputy General
Manager of the Company, also serves as an Chief Operating Officer
of the board and the executive director and general manager of Jinxi
Limited. Mr. Zhu graduated in 2001 from a graduate programme
of the Communist Party School in Hebei Province with a diploma in
management. Prior to working in the steel industry, Mr. Zhu worked
for 10 years as deputy director of Qianxi County Chemical Fertilizer
Factory which was based in Qianxi County. Mr. Zhu joined Jinxi Iron
Factory in 1992 and later served as deputy director. Mr. Zhu has had
15 years of working experience in the iron and steel industry.

BITES
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EXECUTIVE DIRECTORS (continued) HITES )

Liu Lei, aged 53, is an Executive Director and deputy general BE At+=m ANABHTEZFHI
manager of the Company and director of Jinxi Jinlan. Mr. Liu has EEIBRERCHENES - FLERNE
over 21 years of experience in management and industrial fields. B TEEAEARA -+ FHKS -
Mr. Liu graduated in the area of Industrial Electrical Automation BIEERN—+ENEL+ A2 T
of Electrical Engineering Faculty of jaldt T8¢ (Hebei Industrial BREMTIRERTIX¥EREEIEE -
Academy) in July 1978. Mr. Liu was awarded the title of Ji1t& B TR — NN\ F A B & BATEE
R H BB T H EEE BT A (Professional Technological Talent Dt EBRPEMMFEFEEERMA
With Outstanding Contribution in Hebei Province) by Government FTIHESE MR _ZEEEFE+ - FE
of Hebei Province in April 1987. Mr. Liu was also granted the B A ESRTIEeTAWEE
qualification of research fellow by ;TitE B AWML S RTEE MERK R _ZEZEMFESAMALREE
(Senior Appraisal Committee of Zi Ran Yan Jiu of Hebei Province) Bl BlEER—NANANE+AE-ZEE
in December 2000. Before joining the Group in June 2004, Mr. Liu NN BEIE B ATt E R 2R 8 8 T
was the Vice Chancellor of il 1t& R (Science Bureau of Hebei Ko

Province) from October 1999 to June 2004.

Shen Xiaoling, aged 48, is an Executive Director of the Company LRI IO+ A\ AARIHITESERF
and also serves as an executive director and deputy general EEAMENRITESFRBNELIE o K
manager of Jinxi Limited. He obtained a diploma in management N-EEFT-—Fxh LNt EZTEREE
from the Hebei Province Communist Party School in 2001. Before YR ENMBARER ZH ' LA E
joining the Group, Mr. Shen was head of China Construction Bank BB E% fEﬁ BT ITITR O NG E
Luanxian Sub-branch. Mr. Shen also had 5 years experience acting Frh 2% BRLTTITREAER
as head of China Construction Bank Qianxi Sub-branch and more = lﬁﬁﬁgﬁiﬁ BlfTRB N o L
than 6 years of experience as the deputy head of Bank of China AHRZETF - AREEEAMEED
Qianxi Sub-branch. Mr. Shen has been deputy general manager of B 4BAEIE o

Jinxi Limited since January 2002.

Zhu Hao, aged 42, is an Executive Director of the Company and KE W+ ARFITES K
graduated at Tianjin Nankai University and obtained his master >$F'ﬁE‘;ﬂﬁﬂiilﬁlﬁ/ﬁdl\%ﬁﬁﬁﬁ%ﬁﬁ
degree in accounting from the University of New South Wales in j(_—,L S EE BN o KEA AF l =

Australia. Mr. Zhu is a senior economist in China. Mr. Zhu was a REmEih e F—EE-_F+-_AF=F
Non-executive Director of Jinxi Limited from December 2002 to early 2 WOFFEAR - SREAEAZETRINE IEH
2004. 1TE=E -
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EXECUTIVE DIRECTORS (continued)

Muktesh Mukherjee, aged 36, is an Executive Director of the
Company and graduated from McGill University in Montreal,
Quebec, Canada in 1998 with a Master degree in Business
Administration.

In 1998, Mr. Mukherjee joined Ispat Sidbec, Montreal, Canada as
a financial analyst. In 2001, Mr. Mukherjee joined Mittal Canada as
Marketing Manager and subsequently moved on to be the Director,
Sales and Marketing, Long Products and Plate for ArcelorMittal
International in Chicago, USA. Currently, Mr. Mukherjee is General
Manager, ArcelorMittal China with responsibility for overseeing the
relationship with the Company on behalf of ArcelorMittal. He is also a
member of the Board of Directors of Hunan Valin Steel Tube & Wire
Co. Ltd. (“Hunan Valin Steel”).

NON-EXECUTIVE DIRECTORS

Ondra Otradovec, aged 40, graduated from Stony Brook State
University of New York with Bachelor of Finance. Previously, he
worked at HSBC, responsible for financing, IPO, privatization in
Central and Eastern European markets. During this period, he
provided advisory service for the acquisition of Nova Hut in Czech
Republic and other steel companies. Since 2003, Mr. Otradovec is
responsible for mergers and acquisitions activities at ArcelorMittal.
He is now Vice President of Global Merger & Acquisition at
ArcelorMittal. Mr. Otradovec is also a Director of Hunan Valin Steel,
a company listed on Shenzhen Stock Exchange, since 18 November
2005.

HITES»)
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NON-EXECUTIVE DIRECTORS (continued)

Jean-Paul Georges Schuler, aged 52, graduated from
University of Karlsruhe, Germany and holds a Master of Science in
Mechanical Engineering. He was assistant at University of Karlsruhe
— Metallurgical Institute. Mr. Schuler started his professional
career at ArcelorMittal Dudelange (formerly known as Galvalange-
Luxembourg) where he held different positions during the period
from 1983 to 1988 and as Chief Operating Officer from 1989 to
1996. At the end of 1996, Mr. Schuler joined TradeARBED and
was appointed General Manager of Flat Products Sales in Export
Markets, responsible for the development of Eastern European and
African Markets.

From 2000 to 2005, Mr. Schuler was Managing Director of the
Arcelor Regional Sales Organization in Istanbul, Turkey. Mr. Schuler
was appointed Senior Vice President, Arcelor Long Carbon Sector in
2006 and participated in the Laigang/Arcelor project in Laiwu, China.

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

Starting from June 1, 2008, Mr. Schuler is the Chief Representative
Officer of ArcelorMittal at Hunan Valin Steel. Mr. Schuler was also
appointed Deputy General Manager and Director of Hunan Valin
Steel in July 2008.

FHTES )
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Gao Qingju, aged 72, is a senior engineer. Mr. Gao is the Managing
Director and General Manager of 1t 7Bt EE R EHRIZ BERE A
(Beijing Lianxingfa Industrial & Technical Co., Ltd) since 2000. Mr.
Gao graduated from metallurgical machinery and equipment at 1t 5%
848 T 3 22 (The Beijing College of Iron & Steel) in 1958 and joined
b M= (The Beijing Iron and Steel Research Institute) in
the same year. In 1965, Mr. Gao was seconded to the Ministry of
Metallurgical Industry and dealt with research work until he retired.
During employment with the Ministry of Metallurgical Industry, Mr.
Gao was the officer of Small and Medium Manufacture Enterprises.
Mr. Gao completed a professional economics management training
course at the Communist Party School in 1988. Mr. Gao is Vice
President and Permanent Secretary of #7572 & (The
Regional Iron and Steel Enterprises Association ) during employment
and some time after retirement.

Yu Tung Ho, aged 62, currently serves as Senior Vice President
of Phoenix Satellite Television Company Limited and the Director
of Asia Television Limited. Mr. Yu is a senior influential media
professional in Hong Kong and China and has been in broadcasting
for more than 37 years. Mr. Yu was Chief Operation Officer of Asia
Television Limited, Executive Vice President of Phoenix Satellite
Television Company Limited in Hong Kong and served as Chairman
of the 12th and 13th Hong Kong Advertising Industry Association.
Mr. Yu has also served as the Deputy General Manager of China
Radio & TV Corporation for International Techno-Economic
Cooperation and the chief of Radio Guangdong. Mr. Yu also acts as
Independent Non-Executive Director of Gome Electrical Appliances
Holdings Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Wong Man Chung, Francis, aged 44, is a Certified Public
Accountant (Practising) and has over 20 years of experience in
auditing, taxation, management and financial advisory. Mr. Wong
is currently an independent non-executive director of Digital China
Holdings Limited and Wai Kee Holdings Limited whose shares
are listed on the Main Board of the Stock Exchange. Mr. Wong
has tendered his resignation as an independent non-executive
director of Lightscape Technologies Inc., a company with its shares
listed and traded in the OTC Bulletin Board of the United States of
America. He was once the independent non-executive director of
Sys Solutions Holdings Limited, a company listed on the Growth
Enterprise Market of the Stock Exchange and the independent non-
executive director of Yardway Group Limited, a company listed on
the Main Board of the Stock Exchange. Mr. Wong is a director of
Union Alpha C.P.A. Limited, a professional accounting firm, and a
founding director and member of Francis M.C. Wong Charitable
Foundation Limited, a charitable institution. Previously, Mr. Wong
worked for an international accounting firm for 6 years and the
Hong Kong Securities Clearing Company Limited for 2 years. Mr.
Wong is a fellow member of Hong Kong Institute of Certified Public
Accountants, Taxation Institute of Hong Kong and Association of
Chartered Certified Accountant of the United Kingdom. Mr. Wong
is also an associate member of Institute of Chartered Accountants
in England and Wales and a member of the Society of Chinese
Accountants & Auditors, Hong Kong. Mr. Wong holds a Master
Degree in Management conferred by Guangzhou Jinan University.

BYEYITESw)

BEXR W+WME A—REES
Bl - RER - Bl EERVBERE S
EBEBB-TH&R - HEERBEIMN
HEERER AR RBLEBRBER AR
WEZIENTES 2SR5 H
RRXGMERLET - EEECHFHE—ME
£ OTC Bulletin Board £ A AH) 7
VHERTEERS - mAETE AEA
REZERAERAT(ERORRZ S8
R _ET) RSN EE AR A B (ERD R
REGFMERLEMNBLIERITES - &
SEEB BT ESHMEBKFTBR QRN
BEERENFRAEESCERAGMNEIH
BEERERAELZA BEEER
—E BB S MERT TIEAF - ¥R
BEBPREEER AT IIEMSE - |k
EAEBEBSHAE  BEANKES

REBHFARSFMAGEREE -
REBBEEBRNEASFAMASEE
REBEAGHAGEE - @ALLR
BEMNEBMASREREELET -

=




Directors’ and Senior Management’s Biographical Information EER 5 ERASNBEEER

SENIOR MANAGEMENT

Yu Jianshui, aged 41, is a Deputy General Manager of Jinxi Limited.
Mr. Yu was a metallurgy graduate at Hebei Polytechnic University.
He joined the Group after graduation until May 2005 and had over
17 years management experience. During the period, he received
the awards of County Technological Selected Talent (&K
4 AF) , Ten Outstanding Youths in the County (&+X&EHS
££) |, Outstanding Youth in Post of Tangshan City (FILTH&5F =
§2F ) , Workers’ Model in Hebei Province (aldb& 45 8hi8ss) |
The First Class Honour of Technological Improvement in Tangshan
City, The Third Class Honour of Technological Improvement in
Hebei Province. He was employed as the deputy general executive
manager of Shanxi Province Xiaoyi City Chengcai Iron and Steel
Company in May 2005 and then joined Jinxi Jinlan in April 2006.

Chan Siu Kay, aged 49, is the Financial Controller of the Group. Mr.
Chan holds a master’s degree in Business Administration from The
University of Strathclyde, Britain and a master’s degree in Corporate
Finance from The Hong Kong Polytechnic University. He is a fellow
member of the Association of Chartered Certified Accountants
and a Certified Public Accountant of The Hong Kong Institute of
Certified Public Accountants. He is also an associate member of
The Hong Kong Institute of Chartered Secretaries and The Institute
of Chartered Secretaries and Administrators. He joined the Group in
January 2009 and has over 25 years in audit, accounting, taxation,
corporate financing and IPO in an international audit firm and listed
companies.
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The Company is committed to sound corporate governance
practices designed to promote greater transparency, investor
confidence and the ongoing development of the Company and its
subsidiaries (the “Group”), having always as its ultimate objective,
the best long term interest of the Group and the enhancement of
value for all shareholders. The Company also believes that sound
corporate governance practices benefit the Group’s employees and
the community in which the Group operates.

CODE ON CORPORATE GOVERNANCE PRACTICES
(“CG CODE”)

In the opinion of the Directors, the Company has complied with the
CG Code set out in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) throughout the year ended 31
December 2008, except for the deviation with explanation disclosed
below.

BOARD OF DIRECTORS (THE “BOARD”)

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

Executive Directors
Mr. Han Jingyuan (Chairman and Chief Executive Officer)
Mr. Zhu Jun (Executive Deputy General Manager
and Chief Operating Officer)
Mr. Liu Lei (Deputy General Manager)
Mr. Shen Xiaoling
Mr. Zhu Hao
Mr. Muktesh Mukherjee
(appointed on 2 January 2009)

Non-Executive Directors
Mr. Jean-Paul Georges Schuler
(appointed on 2 January 2009)
Mr. Ondra Otradovec
(appointed on 2 January 2009)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

The composition of the Board is reviewed regularly to ensure that it
has a good balance of expertise, skills and experience, which can
meet the requirements of the business of the Group. The Directors’
biographical information is set out on pages 21 to 26.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

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

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

Approval of dividends;

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

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

YV V V V V

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

The Board authorises the management to carry out the strategy
that have been approved. During the year, nine board meetings
were held and the principal business transacted included approving
interim and annual results and reports and assessing business
development, business performance and implementation. The
attendance record of each Director during the year ended 31
December 2008 is set out as follows:

Board of Directors

BER

Mr. Han Jingyuan BERIUR ST A
Mr. Zhu Jun KELAE
Mr. Liu Lei R E
Mr. Shen Xiaoling TLREIR A
Mr. Yu Jianshui FEKEAE
Mr. Zhu Hao VN e

Mr. Muktesh Mukherjee
Mr. Jean-Paul Georges Schuler

Muktesh Mukherjee 4t 4

Mr. Ondra Otradovec Ondra Otradovec 5t &
Mr. Gao Qingju SIBERLE
Mr. Yu Tung Ho REVELAE
Mr. Wong Man Chung, Francis BRI AE

Jean-Paul Georges Schuler 5t 4
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

Notes

1.

Kl China Oriental Group Company Limited H [583 J5 45 F 4% e A FR A ]

resigned on 2 January 2009
appointed on 2 January 2009

Chairman and Chief Executive Officer

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

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

The Board will consider the segregation of the roles of the
Chairman and the Chief Executive Officer of the Company in
the future.

Independent Non-Executive Directors

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

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

C.

Appointment, Re-election and Removal of Directors

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

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

Taking the Code Provision A.4.2 of the CG Code into
consideration, Mr. Han Jingyuan, the Chairman of the
Company, is willing to retire at the forthcoming annual general
meeting and being eligible, offer himself for re-election. The
Company will consider amending the Bye-laws to comply with
the Code Provision A.4.2 of the CG Code in the future.

During the year under review, all the Directors of the Company
are appointed for a specific term and subject to re-election.
Currently, Mr. Liu Lei, Mr. Zhu Hao, Mr. Muktesh Mukherjee,
Mr. Jean-Paul Georges Schuler and Mr. Ondra Otradovec are
appointed for a fixed term of two years. All Independent Non-
Executive Directors, Mr. Gao Qingju, Mr. Yu Tung Ho and Mr.
Wong Man Chung, Francis are appointed for a fixed term of
one year. Additionally, the Chairman, Mr. Han Jingyuan, the
Chief Operating Officer, Mr. Zhu Jun and Mr. Shen Xiaoling are
appointed for a fixed term of three years.

During the year under review, no Director was appointed to fill
any causal vacancy or otherwise.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

D.

KYA China Oriental Group Company Limited H [85 J5 45 F ¥ e A R A

Responsibilities of Directors

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

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

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

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding
Directors of the Company’s securities transactions on terms
no less than the required standard set out in the Model Code
of Appendix 10 of the Listing Rules (the “Model Code”).

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

F. Board Committees

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

(1) Audit Committee

The Audit Committee has been established since 2005.
It comprises three independent non-executive directors
during the year under review in compliance with Rules
3.21 of the Listing Rules. The Audit Committee’s term
of reference includes those specific duties as set out in
the code provision C.3.3 of the CG Code. Pursuant to
its term of reference, the Audit Committee is required,
amongst other things, to consider and recommend
to the Board the appointment, re-appointment and
removal of the external auditors and to approve their
remuneration, to review the interim and annual financial
statements, to review the Group’s financial controls,
internal controls and risk management system and to
consider any findings of major investigation of internal
control matters as delegated by the Board or on its
own initiative and management’s response. The Audit
Committee should meet at least twice each year and
when the need arises.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.

Board Committees (continued)

(1)

@

KXW China Oriental Group Company Limited H7[F 55 48 75 B 45 BR 4 5]

Audit Committee (continued)

During the year ended 31 December 2008, four
committee meetings were held, one to consider the
annual results of the Group for the financial year ended
31 December 2007 including the discussion of internal
control report and one to consider the interim results of
the Group for the six months ended 30 June 2008.

The attendance record for each member of the Audit
Committee during the year is set out as follows:

Committee members

ZE888

Gao Qingju =5 R
Yu Tung Ho REE
Wong Man Chung, Francis ER

Remuneration Committee

Pursuant to Code Provision B.1.1 of the CG Code, a
majority of the members of the Remuneration Committee
should be Independent Non-Executive Directors.
Currently, the Remuneration Committee consists of the
Chairman of the Company and three Independent Non-
Executive Directors.

BEER(EERD®

F. EE=ZE2@m)

(1)

@

FERZEZ 4w

RBEE-_ZTTN\F+_-A
=t+—HIEFE BEZEZES
HBITOREZE - —AAEH
AEBBE_TTLF+ A
=t HUEMBRFEZ2FE
BEERREANREERE WM —
RRBEZASEEE_TT)\
FARA=ZTHLEREAZHH
e

rEEBEZEZESREELFE
FOERUNT ¢

Number of Board meeting
Attended
ZEEERHERY

4/4
3/4
4/4

HZER

1§

RIBGEEATRIFEBT &
SRS - FrZ B @ KD
PREERBIIFMITES - IR
B FMEZEemESRER
MR=2BIIFATESHAA
B o




Corporate Governance Report t¥E8#H %

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

F.  Board Committees (continued)

@

Remuneration Committee (continued)

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

During the year ended 31 December 2008, a meeting
of Remuneration Committee was held. The attendance
record of each member during the year is set out as
follow:

Committee members
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ACCOUNTABILITY AND AUDIT

Financial Reporting

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

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

Internal Controls

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

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

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

Internal Controls (continued)

In 2007, the Directors had engaged a professional firm to conduct a
review on the system of internal control. The internal control review
report had been approved by Audit Committee and the Board on
19 March 2008. By the end of the year 2008, the Chairman of the
Audit Committee organised a full scope of review on the connected
transactions and continuing connected transaction of the Company
and noted that due to incorrect interpretation of the Listing Rules by
a senior management (“Responsible Senior Management”) whom
has been designated by the Board to be responsible for overlooking
and monitoring compliance of the Listing Rules, a transaction was
incorrectly classified inducing a non-compliance of the Listing Rules.
After a meeting between the Board and the Responsible Senior
Management, the Board had taken immediately actions to change
the reporting channel and re-write the internal control system on
reporting transactions.

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

External Auditor

During the financial year ended and up to the date of this report, the
external auditor of the Group is PricewaterhouseCoopers. Fees of
auditing services and non-auditing services (including interim review
and others) for the year ended 31 December 2008 are RMB3.30
million and RMB2.50 million respectively.
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ACCOUNTABILITY AND AUDIT (continued)

Risk Management

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

Operation Risk

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

Market Risk

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

Credit Risk and Interest Rate

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

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

Foreign Exchange Risk

Foreign exchange risk is the risk to the Group’s financial conditions
and results of operations arising from movements of foreign
exchange rates. The Group’s foreign exchange risk primarily arises
from the procurement of iron ores and the relevant products from
overseas suppliers. Foreign exchange rates fluctuate in reaction to
the macro-economic performance of different countries and fund
flows between countries arising from trade or capital movements.

IMPACT ON NEW LEGISLATION, POLICY AND
PROCEDURES

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

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

COMMUNICATION WITH SHAREHOLDERS

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

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

BEMZE )
B Z a7

1N BE R\ B 5 TEE o B B 9 AN 6% [ B A A0
KEEREBR AR - NEE Z5MNE
[\ e 3 22 [R) /8 1ML FE 7R B A B i A A
HEEMR - EXRPXTRABREZEL
BREANLBGHEAGRATERER 2
BESRBAFE -

FED - BRREBF 28

0 EXATR - A BB BB 90 % 1
B RET o R E I 2B
e R R B AT AS HOR R B R
HTFIZE -

LESh - BER P - EERE ME L MIBIMNE
fib B2 B B 5| A Z A AR R AT e g
HHSIR S8 WA EH AR AKE
KEWRINZE -

BRRZERE

EERAPERRRFRIFBBACZER
- BRAAEE 2 EMNBBZRIEAR
BEETHEFERS  XERAEK)
AR ER TSR -

ARBBMRAREARREEEZRRHER
MEAZKE EFERIF AKHE
EheREEENR(WMER)  NARE
Z(ERBUFATER) I RBRERE
L EERRE -

Annual Report 2008 =% 444 WCN]



Corporate Governance Report ¥ &8 8%

COMMUNICATION WITH SHAREHOLDERS (continued)

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

proceedings of the meeting.

Separate resolutions are proposed at Shareholders’ Meeting on
each substantial issue, including the election of individual directors.

The Company continues to enhance communication and
relationship with its shareholders. Enquiries from Shareholders are

dealt with in a formative and timely manner.

To promote effective communications, the Company also maintain
a website at www.chinaorientalgroup.com, where information are
updated on the Company’s business developments and operations
and other information are posted, including all the regulatory
announcements relating to the Company and the poll results on the

business day following the Shareholders’ Meeting (if any).

Upon the implementation of the amendments of the Listing Rules
with effect from 1 January 2009, all resolutions proposed at
shareholders’ meetings will be voted by poll. The poll voting results
will be posted on the websites of the Stock Exchange (www.
hkexnews.hk) and the Company (www.chinaorientalgroup.com)

immediately after the relevant general meetings.
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Directors’ Report EE/R#H %

The Board of Directors (the “Board” or “Directors” ) of China Oriental
Group Company Limited (the “Company”) presents their annual
report and the audited financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 December 2008.

INCORPORATION AND LISTING OF THE COMPANY

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

PRINCIPAL ACTIVITIES

As at 31 December 2008, the Company’s principal activity is
investment holding. The principal activity of the Group is the
manufacture and sales of iron and steel products. The nature of the
principal activity has not changed during the year.

SEGMENT INFORMATION

Over 90% of the Group’s consolidated sales and contribution to
results are derived from the PRC and mainly from the production and
sales of iron and steel products for the year ended 31 December
2008 and are set out in Note 5 to the consolidated financial
statements.

RESULTS AND DIVIDENDS

The Group’s consolidated income statement for the year ended 31
December 2008 and its consolidated balance sheet as at that date,
together with the balance sheet of the Company as at 31 December
2008, are set out in the financial statements on pages 58 to 61.

At a Board meeting held on 3 April 2009, the Directors confirmed
that no dividend have been declared for the financial year ended 31
December 2008 and the book will be closed from 29 April 2009 to
30 April 2009 (both date inclusive) for the purpose of establishing
entitlement of shareholders to vote at the forthcoming annual general
meeting.
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SUMMARY OF FINANCIAL INFORMATION

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

set out on page 220.

PROPERTY, PLANT AND EQUIPMENT

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

consolidated financial statements.

SHARE CAPITAL

Details of the movements in the Company’s issued share capital
during the year are set out in Note 21 to the consolidated financial

statements.

RESERVES

Details of the movements in the reserves of the Group during the year

are set out in Note 22 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2008, the Company’s accumulated losses

amounted to RMB73.1 million (2007: RMB113.3 million).

At 31 December 2008, the Group’s retained earnings amounted to

RMB2,618.9 million (2007: RMB2,907.1 million).

PRE-EMPTIVE RIGHTS

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

existing shareholders.
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MAJOR CUSTOMERS AND SUPPLIERS

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

The purchases a