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Financial Highlights
MBREE

FINANCIAL SUMMARY B i 48 4
Six months ended 30 June
Unaudited Consolidated
BZEAA=1HILAEA
REERAH
2015 2016 2017
“ZT-h1fF —TRF —EtF
(RMBmilion) ~ (RMB milion) ~ (RMB million)
(AEEEEL) (AR¥EEL) (AR¥EBEETR)
Revenue WA
— Sale of sel-manufactured steel products —HERTEENNEESR 10,284 10,213 17,459
— Trading of steel products - HEERES 124 6 196
— Trading of iron ore -HRAES 447 836 1,210
- Sale of properties —HERME 53 58 901
- Others —Hfh 88 338 475
10,996 11,451 20,241
Gross profit/(loss) 5/ (E8)
— Sale of self-manufactured steel products —HEATEENNEESR 279 1,382 2,710
— Trading of steel products - HEERES @) 1 7))
— Trading of iron ore -HREES 24 (40) (34)
- Sale of properties —HERIE 5 8 129
- Others —Hfb 1 24 36
o 307 1,375 2,839
EBITDA' MGRETEH - BIBERA - E
R SHATE R (EBITDA) 717 1,386 3,002
Profit before income tax BRPATS AT AR 37 804 2,527
Profit for the period AR 63 541 1,892
Profit for the period attributable to BRARARRFEE
owners of the Company FEAE R 74 528 1,873
Basic earnings per share (RMB) SlRERYE (ARETL) 0.025 0.180 0.548
As at
®»
31 December 31 December 30 June
2015 2016 2017
“E-A1F ZE-RF “E—+tF
+-A=+-8 +ZA=t—-8H ~A=tH
Audited Audited Unaudited
BB TE% RIBER
(RMB million) (RMB million) ~ (RMB million)
(ANREEEL) (AR¥EEEL) (AR¥EETR)
Net assets BEFE 8,912 9,365 11,482
Total assets BEE 22,364 21,049 20,839
Net assets value per share (excluding SiREEFE (BRBRIETH
non-controlling interests) (RMB) s (ARET) 2.90 3.16 3.22

PERGEBIZERER AR ([ARE DS
EBITDAME R BIIRMIESFERA - P
HEMR - BPAESNE HELHRIH
EAE# S - TE MG E LR A 5l 2
EUER - REIR - R B IR IEIEE B
EeRETERN -

B China Oriental Group Company Limited (the “Company”) defines T
EBITDA as profit for the period before finance costs-net, income
tax expense, amortisation of intangible assets, amortisation of
leasehold land and land use rights, depreciation and non-recurring
items. During the period, there are no adjustments of non-
recurring items in the calculation.




AVERAGE SELLING PRICE AND GROSS PROFIT/
(LOSS) PER TONNE OF SELF-MANUFACTURED STEEL

PRODUCTS

Average selling price per tonne BUETEEEE
Gross profit/(loss) per tonne FWEER/(EH)
H-section steel products HA S m
Strips and strip products R RE
Cold rolled sheets and galvanised sheets RELIRRIEEER
Billets #E
Rebar SZATHH
Sheet piling iR IE
Combined e
Average Selling Price per Tonne
B FHEEE
RMB
AR
5,000
4,000
2,835
3,000
2,038 1831
2,000
1,000
0
2015 2016 2017
—ZE—hF —T—RF —T—+tF

Six months ended 30 June

HENA=1HLXER
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BTEENREERSWFOEEEE
REF(EH)

Six months ended 30 June
Unaudited Consolidated
BZXA=1AHIEAEA

REERAH
2015 2016 2017
—T-RF —E-RF —E—tF
(RMB) (RMB) (RMB)
(AR#TT) (AR#TT) (AR%T)
2,038 1,831 2,835
85 240 465
85 312 458
(229) 263 50
(31) 118 288
43 19 522
136 291 461
55 248 440

Average Gross Profit per Tonne

SWEIER
RMB
AR
500
440
400
300
248
200
100 s
0 .
2015 2016 2017
—ZT-hHF TE—RE ZE—tF

Six months ended 30 June
HEXNA=+TRHIEANMEA

Interim Report 2017 —ZF—-Lrhilfi#i i




Financial Highlights
MBRE

SALES VOLUME OF SELF-MANUFACTURED STEEL

PRODUCTS CLASSIFIED BY PRODUCTS

H-section steel products

Strips and strip products

Cold rolled sheets and galvanised sheets
Billets

Rebar

Sheet piling

Total

HEHEm
R R E
RERBFEER
WA

24

L

At

HHEE
Six months ended 30 June
Unaudited Consolidated
BZ~A=1HIE~EA
REEREH
2015 2016 2017

—T-1F —TRF —E—tF
(000 tonnes) (‘000 tonnes)  (*000 tonnes)

REMBRES 2ATEENHEER

(Fug) (Fm8) (FH#)
1,814 1,668 1,697
1,800 2,182 2,259
218 122 144
492 653 784
652 962 1,063

70 100 210

5,046 5,517 6,157

Sales Volume of Self-manufactured Steel Products

BITEENREEMNHES
Six months ended 30 June
HEXA=+HIEANEAR

11.7%

1.4%

|| H-section steel products H# § & &

17.

3%

39.1%

[ strips and strip products #s 8 2 %5 S $E & &

I Rebar 24050

27.9%

36.7%

B sillets AF
[ Cold rolled sheets and galvanised sheets /4 BL#R % § & 1
B sheet piling 1R #&

China Oriental Group Company Limited B85y 4 B % B A B A 7
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Management Discussion and Analysis

During the six months ended 30 June 2017, it was full of opportunities
for the PRC steel industry. The industry continued the recovery of 2016
and was gradually turning to be optimistic. Under the backdrop of
Chinese government’s “Supply-Side-Reform” Policy and reduction of
overcapacity in the steel industry, solid achievement was crystallised
and the supply and demand in the steel industry further improved.
While the stock level of steel industry remained relatively low, the
implementation of the “Supply-Side-Reform” Policy, the complete
crackdown of “llegal Sub-Standard Steel” Policy and the positive sales
in the real estate sector have resulted in substantial increase in the
activation of construction projects, etc., resulting in structural reform in
the steel industry and continuous increase in steel prices. At the same
time, the raw materials prices did not follow the steel prices’ increase,
resulting in substantial improvement in the overall gross profit and net
profit in the steel industry.

With this background, the Company and its subsidiaries (the “Group”)
continued to strive for improvement and optimisation in production
cost, environmental protection and product mix, thereby enhancing
the profit margin and sustainability of the operation. In this regard, the
Group achieved a very substantial increase of its results, with a revenue
of approximately RMB20.2 billion for the six months ended 30 June
2017, representing an increase of approximately 76.8% as compared
with corresponding period in last year. Comparing with corresponding

EEENWED T

BE_T—tHFAA=THLLAER H
MEMETERTMEE  TERE T
“E-RFNERY R GERLE - £
BT [ f4s Al | BUR MOpU R 1T

XERBRNEST CEERE-FIWNE
BRACR RS TR MK R ERE—%
BERE - EEMETENEFNERFER
B - [ RIS | BRAE BT -

2 A [R50 ] VR - AR B E
#Y IE T $5 5 B BURNEN 2 4270 B MY K IR 45 A0
F o EREEIT R AR A K
EBROFEL - BERE - BRYHROE
R A RBEH B E0R - FEitt -
TERNERBENMFMBER/AKBNE -

TFUWEST  ARAIREMBAR([ARE
BDEBEEINRRERBLCEERS R
BRERERMBS - EmRAEENFE
RRAFEN - Bt AEBMEEER
EEEANERE  REE-_T L&A
= THIEANEASBRAHARE202E
TC AT REIE A 76.8% © B K F A
Bk BTEEREBEMOFHEESE



Management Discussion and Analysis
EEEWED AT

period in last year, the average selling price of self-manufactured steel
products increased by approximately 54.8% to RMB2,835 per tonne.
The gross profit of the Group increased by approximately 106.4%
to approximately RMB2.8 billion. Profit of the Group for the period
reached approximately RMB1.89 billion, representing an increase
of approximately 249.9% over corresponding period of last year of
RMB541 million, which is the highest profit for a half year period since
listing of the Company in 2004. EBITDA of the Group, adjusted for
non-recurring items, also further improved from RMB1.39 billion of
corresponding period of last year to RMB3.09 billion. Basic earnings
per share reached RMB0.548 per share (corresponding period in 2016:
RMBO0.180 per share).

Based on the operating results of the first half of 2017 and the Group’s
future development requirements, and for sharing the outstanding
results of the Group with the shareholders of the Company (the
“Shareholders”), the board of directors of the Company (the “Board”)
proposed the distribution of 2017 interim dividend of HK$0.13 per
share.

BLHAHB48%EFHEAREK2,8357T
REENEFN EAD106.4%EHARE
281BTT - MASBMEBREFEIHAR
18918  REAFRHMARKS.411E
TT 58 R 48 A1 49 249.9% + 1 T B AR R A)
ZETENF ETUARGEENEFERET -
SEMMBRAER - MBEFRAE  HER
AR (CHBRFELEHBEER) WK
EFRPNARE13ORBTIHE—IREE
AR 30.918 T SREARZERTR
AR¥0.5487L (2016 F A « FRARKE
0.1807T) °

ERZE—tFL¥FREXENKEE
ARERNFE  URAEEARFREM
([BRDDZAEEEFEENXR - A
AAEER(EEREFRE T —+
FHHERESFR0AETT °



Management Discussion and Analysis

With respect to the steel business, the Group continued to invest
substantially to and endeavored to enhance the competitiveness
and economic efficiency of its products as well as environmental
protection. These efforts include improving production facilities to
enhance efficiency, developing diverse and high-end products,
increasing the share of products with high added-value and reducing
emission. Apart from developing and optimising the new categories
of the existing products, such as strips and section steel, the Group
has also developed products to suit for other countries such as the
American standards, the British standards, the European standards,
etc.. The coverage of the American standards and the British standards
have been above 85% or more, so as to facilitate the penetration into
international markets; at the same time, the Group also developed
angles steel products, and through benchmarking analysis with
products of overseas corporations, optimised the quality of sheet
piling products. In addition, the Group has also been investing in its
production facilities in order to reduce energy consumption in the
steel production process and satisfy emission requirements. The self-
generated electricity ratio of the self-owned manufacturing plants of the
Group increased to approximately 63% in the first half of 2017 from
approximately 60% in 2016.

On 27 June 2017, in accordance to the opinions and negotiation
results with the Government of Tangshan City and the Group, Hebei
Jinxi Iron and Steel Group Zhengda Iron and Steel Company Limited
(“Zhengda Iron and Steel”), a non-wholly owned subsidiary of the
Group, completed the shut down of the remaining production facilities,
representing 0.6 million tonnes of the ironmaking and steelmaking
production capacities respectively (the “Final Shut Down”). As the Group
had made impairment provision of approximately RMB810 million in
2016 primarily for property, plant and equipment which had been or
would be shut down due to overcapacity policies, the Final Shut Down

did not have material impacts to the results of first half of 2017. Following

EERENWED T

MMBRBME  AREFERRKEER
R BMANIRDEMOBF N - KLEREA
ERGERE  SBLZNERRELER

UERmREE - ABEZTIERSmER I
K = P D MELE m EE ) BOR A B IR © B B 3%
KRECEBEMOFEEIN - F205 50
BE  AEETTRBRELES M
ROWEm  WER - BiF - BRE X
RRBERRNBERCHEBE8% AL
BEOARERMS R AN&KE IR
HAMER  NEBEEEINEENER
ETHEDN - BEMRBERNEE -
AN REETERNEREELERN
b BUREEEEMEERETNERER
EEARBERTE - AREEREERE
BEBLUAZH T RFHNL60% R
E-TLFLFFHH63% °

RZT—+tFA=Z+tB  AEEAFE
2 B BT 2~ R)Al AL 3 v o 34 o [ IE S A i
BRAR([EZEHE]) 2% BE LMK
FMERRBEER  TREFEHRTEER
- BB N B 5 40 60 BME 2 ZERE ([ &
RERF]D ARAEEE_T—RFeY
TERAEBNERBRRTEMTEY —
LERFAKAENEERNYE  BE
KR EBETHARKESA0EITH RER
B ZREBAEH _Z—LFEFXFNE
BERBEANTE BETKERRERE




Management Discussion and Analysis

EERENWED T

completion of the Final Shut Down, the Group has fulfilled the resolving
assignment regarding the resolving overcapacity policy. The annual
steel production capacity of the Group is approximately 11 million
tonnes. During the first half of 2017, the Group sold approximately 1.70
million tonnes of self-produced H-section steel products and continued
1o secure its leading position in the H-section steel market of Mainland
China.

With respect to the real estate business, the Group was dedicated
in promoting green structural development construction besides
developing traditional real estate projects. Most of the construction
work of Phase 3 of the Donghu Bay project in Tangshan City, Hebei
Province, of the Group has been completed during the first half of
2017, and started delivery. The sales and delivery of the Donghu Bay
project in Tangshan City, commercial and office projects of Xintiandi
and the Meishu Hall project in Suzhou continued in the first half of 2017,
recorded a substantial increase in revenue and profit contribution, and
facilitated the stable development of the real estate business of the
Group and brought sustainable income. For the six months ended 30
June 2017, the Group recorded revenue and operating profit from real
estate business of approximately RMB901 million and RMB112 million
respectively.

During the six months ended 30 June 2017, the revenue and gross loss
arising from trading of steel products and iron ore of the Group were
approximately RMB1,405 million (six months ended 30 June 2016:
approximately RMB842 million) and approximately RMB36 million (six
months ended 30 June 2016: gross loss of approximately RMB39
million) respectively.

The Group also engages in financing industry through its subsidiaries,
Oriental Fullhero Leasing Co. Ltd. (“Fullhero Leasing”), Oriental Evertrust
Finance Leasing Co. Ltd. (“Oriental Evertrust”), Tianjin Oriental Huitong
Microcredit Co. Ltd. (“Oriental Huitong”) and Beijing Jinxi Investment
Holding Co. Ltd. (“Beijing Jinxi Investment”). The Group will conduct
post-loan inspection to each existing project in order to reduce risks. As
at 30 June 2017, Fullhero Leasing, Oriental Evertrust, Oriental Huitong
and Beijing Jinxi Investment provided loans, net of provision, amounting
to RMB401 million to independent third parties at interest rates ranged
from 12.0% to 24.0% per annum.

AEEERTABICRERBRERNL
FRAETS - A B FERES#1,100
B -R-ZE—tFL¥FR - AEEH
HEBITEEMNHIHE M1 708N - 4
BRETEHERMSENAEEVE -

EHEXEHEMS  ARERERERML
EFEBI THHIESEARCEBER
FEEE o ANEBELFON LA F LT R RO E
HEE=-HAMOHIEENR T —LFL
FERT - WRBRN - BT ERAE
HE - SN R EERBAERE
REZEHEN _Z—tF ¥ FRNER
HERRM - W8S KIEEH AL KA
KaMER - ABAKERFRMEXEHNR
TEREERFERAN BE_T—1F
NAZTHLEREAR AEEEGEEHE
EBWRAREERENDBIHIAREONE
TRARE112ET -

HE_Z—tFA=1+HLEAEA &
SEMNHEERREBELE ST RMEA
MEED R BHARE 14,058 T (HE=
E-RFAAZTHLEAEAR : HARE
8.42187L) R ARKEZ6008 L (HEZ
T—RXEXNAZTHLEAEAR  EBEHA

b —

R#3 9008 7T) °

AEBEBEMBAR  RHTRLHEE
ERAR(TREBE]) - RO EEREH
EERAR(RGEE]D  RERTTER
PNEEFRBERAB (TRTER]) RIEFZ
PARERRARAR ([IERFARE]) 2
HEBEXRY  AEESHRENEIRE
BERETERRE TEARERR - K=
T—+FRA=1TH ZREHEE RHE
B RITEARIEEARRERBILNE
ZHRHAAARE 401 ETHNERH
BB - FAERNF12.0%E£24.0% °



Management Discussion and Analysis

In order to diversify its business, the Group has also set up Oriental
Jingyuan Science Technology (Beijing) Co. Ltd. and related subsidiaries
to develop core technologies for semiconductor chip design and
manufacturing process optimisation/equipment. The Group would
continue to explore the development potential of this project.

Finally, with the new highs of interim results of the Group, the Board
would like to take this opportunity to express the heartfelt gratitude to
the Shareholders for the continuous support, as well as appreciation to
the staffs for the dedication and contribution. The Company will diligently
create greater value for its Shareholders.

EERENWED T

REREEXBKZT - AEETRRLT
R77GRIRME TR (ER) BR AR K&E
BB AR - URBFERER R
ET B REBORORN - AEBE
BERRERENERES -

K& BUAKEPHRGEA IS
B EFTRAZHELEESHRR T
X IHRTROEH  LHE2RETHNE
ANHEAMEMR TS - ARAEHET
W RRREIEE KEE -
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Business and Financial Review
EBRFNE R E

BUSINESS REVIEW ES e
Sales Analysis on Self-manufactured Steel Products BITAEERHEE R 2 HE DT
Sales volume HEE

For the six months ended 30 June 2017, the Group’s total sales BE2—T—+&~A=+tHILAEAH =&
volume was 6.16 million tonnes (2016 corresponding period: 5.58 SEHBEEER616BH( - —RNFH
million tonnes), representing an increase of approximately 10.4%. HR : 558 EMA) - 1 IN410.4% °

The sales volume breakdown during the period was as follows: REFAEEEENT ¢

For the six months ended 30 June
BEAA=1THILAMEA

2017 2016
“E—tfF 2R
Increase in
Sales volume Sales volume sales volume
HER HEE HEREM
('000 tonnes) ("000 tonnes)
(F1) (FuE)
H-section steel products HAEEm 1,697 27.6% 1,558 27.9% 8.9%
Strips and strip products LR E M 2,259 36.7% 2,182 39.1% 3.5%
Cold rolled sheets and
galvanised sheets RELIR R R 144 2.3% 122 2.2% 18.0%
Billets b7 784 12.7% 653 11.7% 20.1%
Rebar b Svedi 1,063 17.3% 962 17.3% 10.5%
Shet piling iR 210 3.4% 100 1.8% 110.0%
Total At 6,157 100% 5,577 100% 10.4%

China Oriental Group Company Limited *[55 5 4 Fl #5545 BR A 5




Business and Financial Review
ERME T E

Revenue g A

BE-_ZT—+EXA=+tHIENEAAMEK
ABAREA74 598 L (ZE—RFRH :
AR®102.13187T) * %) 70.9% °

Revenue for the six months ended 30 June 2017 was RMB17,459
million (2016 corresponding period: RMB10,213 million),
representing an increase of approximately 70.9%.

RERERNRABERTHHEEEE
(F2EER)WT

The breakdown of revenue and average selling price by product
(excluding value added tax) during the period were as follows:

For the six months ended 30 June

BEAA=THLAER

2017 2016 Increase in
—E—tF ZERF £

Average Average Average
Revenue  selling price Revenue selling price Revenue selling price
FHHE HIHE TIHE
WA Ef WA BE KA BE

(RMB million) ~ (RMB/tonne) ~ (RMBmillion)  (RMB/tonne)

(AR% (AR% (AR% (AR

BER) /%) BETL) /)
H-section steel products HESEER 4,810 2,834 2,990 1,918 60.9% 47.8%
Stripsand strip products AR RAEBER 6,178 2,735 3,859 1,769 60.1% 54.6%

Cold rolled sheets and

galvanised sheets RELRREEEER 564 3,910 348 2,848 62.1% 37.3%
Billets i 2,034 2,596 1,025 1,570 98.4% 65.4%
Rebar B 3,103 2919 1,729 1,797 79.5% 62.4%
Sheet piling iR 770 3,658 262 2,617 193.9% 39.8%
Total/Combined ait/ e 17,459 2,835 10213 1,831 70.9% 54.8%

REBITEEMMBEERNBALMEE
HREBZE T —tFNA=1+HILXEA
AEEBEMNTHEEEBRR_T—~F
FHIR S A R¥ 1,831 T EFA54.8% =
BHARE2835 TR ALEEERMIHEE
M- AEEERNTFHHEEE R
EEFAFERAR T —tFLEFH
B 8 5 1T A R IR E LB RV IB 0 T
KEIREFTE -

The increase in revenue from self-manufactured steel products
was primarily due to the increase in the average selling price of the
Group’s products by 54.8% to RMB2,835 per tonne for the six
months ended 30 June 2017 from RMB1,831 per tonne for the
corresponding period in 2016, and increase in the sales volume of
the Group’s products. The increase in average selling price and sales
volume of the Group’s products was mainly due to the improved
supply and demand in the PRC steel industry under the situation of
reduction of overcapacity during the first half of 2017.




Business and Financial Review
ERMNMBBEHME

Cost of Sales and Gross Profit

The gross profit for the six months ended 30 June 2017 was
RMB2,710 million (2016 corresponding period: RMB1,382 million),
representing an increase of 96.1%. Gross profit margin was 15.5%
(2016 corresponding period: 13.5%).

Average unit cost and gross profit per tonne during the period were
as follows:

2017

“E-tF
Gross
Average profit
unit cost per tonne
THRAEER BHEF
(RMB) (RMB)
(AR¥R)  (AR%7)

HERA R FER

BE_Z—tEXA=Z+TALEABEANE
FMAARE27TA0BT(ZE—/NER:
AR¥13.82187T) * £FF96.1%  EF=R
£15.5% (ZZF—/"FRH : 13.5%) °

REIARFORAEE R BHENDT

For the six months ended 30 June
BEAA=THILNEA

2016
“ENF
Gross Gross @Gross
profit Average profit profit
margin unit cost per tonne margin
INE  THURAER BEER EME
(RMB) (RMB)

(A\EET)  (AR%71)

H-section steel products HESER 2,369 465 16.4% 1,678 240 12.5%
Stripsand strip products AR A EER 2,217 458 16.7% 1457 312 17.6%
Cold rolled sheets and

galvanised sheets REIRRSFHR 3,860 50 1.3% 2,585 263 9.2%
Billets i 2,308 288 1.1% 1452 118 7.5%
Rebar B 2,397 522 17.9% 1,601 196 10.9%
Sheet piling iR 3,197 461 12.6% 2,326 291 11.1%
Combined A 2,395 440 15.5% 1583 248 13.5%

Gross profit per tonne of the Group’s products increased to
RMB440 for the six months ended 30 June 2017 from RMB248 for
the corresponding period in 2016, reflecting a substantial increase
of 77.4%. Gross profit margin increased to 15.5% for the six months
ended 30 June 2017 from 13.5% for the corresponding period in
2016. The significant increase in gross profit margin was primarily
due to the increase in the average selling price greater than the
increase in the average unit cost and increase in sales volume of the
Group’s steel products during the six months ended 30 June 2017.

BHE-Z—+tFA=Z+HIEAEAR &
SEERNEBENBA _T—REFRHAA
R#2487T LA ZE AR 4407T - KIE EF
774% BEZZT—EFA=THILAX
@A EMNEH_Z—RFRHA13.5% L
FHE155%c EFIRXBELATERAAR
HE-_Z—+tHFNAZ+BHILEANEANAK
SEMEERNFHBEEEELAARYE
B AEE L FARE REESEM -



Business and Financial Review

Property Development

During the six months ended 30 June 2017, the Group had
completed Gross Floor Area (“GFA”) of 85,952 m?. The status of the
completed GFA by project is set out as follow:

EBNMABHRE

FHER

BE_Z—+FA=THILXEA £&E
BE R T2EEEE ([ 2EMHE ) /285,952F
TR e LT RERTEERBFR -

No. City Property project Phase of project GFA

Fi ®m YFIER HE PR EEEE

(m?)

(SE7K)

1 Tangshan Donghu Bay Phase 3 85,952
=1 RE =1

For the six months ended 30 June 2017, the revenue from real estate
business of the Group amounted to approximately RMB901 million.
The GFA of properties delivered was 81,046 m?. The average selling
price of properties delivered was approximately RMB11,100 per m?.

As at 30 June 2017, the Group had the following project under
construction with a GFA of approximately 8,900 m?:

No. City Property project Phase of project
=27 A1) ) E SRS HERR
1 Tangshan Donghu Bay Phase 3
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The above project is expected to be completed in 2018 and will
contribute stable revenue and profits to our Group.

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 30 June 2017, the Group had a workforce of approximately
10,600 and temporary staff of approximately 2,200. The staff
cost included basic salaries and benefits. Staff benefits included
discretionary bonus, medical insurance plans, pension scheme,
unemployment insurance plan, maternity insurance plan and the
fair value of the share options, etc.. According to the Group’s
remuneration policy, employees’ package is based on productivity
and/or sales performance, and is consistent with the Group’s quality
control and cost control targets.
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FINANCIAL REVIEW
Liquidity and Financial Resources

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

As at 30 June 2017, the Group had unutilised banking facilities of
approximately RMB2.6 billion (31 December 2016: RMB1.0 billion).

As at 30 June 2017, the current ratio of the Group, representing
current assets divided by current liabilities, was 1.4 times (31
December 2016: 1.1 times) and the gearing ratio, representing total
liabilities divided by total assets, was 44.9% (31 December 2016:
55.5%).

As at 30 June 2017, the cash and cash equivalents of the Group
amounted to approximately RMB1,692 million (31 December 2016:
RMB1,290 million).

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

Capital Structures

As at 30 June 2017, borrowings of RMB794 million of the Group
bore fixed interest rates ranged from 1.76% to 6.00% per annum
and borrowings of RMB645 million of the Group bore floating rates
ranged from 4.75% to 4.79% per annum. The Group’s exposure to
changes in market interest rates was considered to be limited. The
Group did not use any derivatives to hedge its exposure to interest
rate risk for the six months ended 30 June 2017 and year ended 31
December 2016.
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Business and Financial Review

The Group monitors its capital on the basis of the debt-to-capital
ratio. This ratio is calculated as total debt divided by total capital.
Total debt includes current and non-current borrowings, other long-
term payables and borrowings from related parties. The Group
regards its non-current borrowings, non-current portion of other
long-term payables, non-current portion of borrowings from related
parties and its equity attributable to owners of the Company as its
total capital. As at 30 June 2017, the debt-to-capital ratio of the
Group was 15.7% (31 December 2016: 25.8%).

The consolidated interest expenses and capitalised interest for the
six months ended 30 June 2017 amounted to RMB63 million (2016
corresponding period: RMB81 million). The interest coverage ratio
(divide earnings before finance costs — net and income tax expense
by total interest expenses) was 40.3 times (2016 corresponding
period: 10.4 times).

Capital commitments

As at 30 June 2017, the Group had capital commitments of
approximately RMB1,118 million (31 December 2016: RMB1,411
million). It is estimated that the capital commitments will be financed
by the Group’s internal resources and available banking facilities.

Guarantees and Contingent Liabilities

As at 30 June 2017, the Group’s contingent liabilities amounted to
approximately RMB11 million (31 December 2016: RMB11 million),
which was the provision of guarantee for bank borrowings in favour
of a third party.
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Pledge of Assets

As at 30 June 2017, the net book value of the Group’s leasehold
land and land use right amounting to RMB55 million (31 December
2016: RMB56 million), property, plant and equipment amounting
to RMB890 million (31 December 2016: approximately RMB975
million), inventories amounting to approximately RMB61 million (31
December 2016: approximately RMB69 million), notes receivable
amounting to RMB5 million (31 December 2016: approximately
RMB358 million) and restricted bank balances amounting to
approximately RMB511 million (31 December 2016: approximately
RMB891 million) had been pledged as security for the Group’s notes
payable, bank borrowings and letter of credit issuing.

Exchange Risks

Foreign exchange risk is the risk to the Group’s financial conditions
and results of operations arising from movements of foreign
exchange rates. The Group mainly operates in the Mainland China
with most of the transactions denominated and settled in RMB. The
Group’s foreign exchange risk primarily arises from the procurement
of iron ores and the relevant products from overseas suppliers,
which is denominated and settled in USD. Foreign exchange
rates fluctuate in reaction to the macro-economic performance of
different countries and fund flows between countries arising from
trade or capital commitments. In view of continuous fluctuation of
the RMB exchange rate against USD, during the six months ended
30 June 2017, the Group has entered into certain foreign currency
forward contracts so as to reduce the impact of the volatility of the
RMB exchange rate against USD. The Group also reviewed and
rearranged its monetary assets to mitigate the impact from the
change of RMB to USD exchange rate.

Iron Ore Swaps

In view of the significant fluctuation of iron ore price during the six
months ended 30 June 2017, the Group has been cautious in
entering into iron ore swap contracts so as to reduce the potential
negative impact of the iron ore swap contracts.
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USE OF PROCEEDS FROM PLACING OF SHARES

On 27 January 2017, the Company completed the placing of
586,284,000 new ordinary shares of the Company (the “Shares”)
under general mandate. The net proceeds of the aforesaid placing
were approximately RMB653 million (after deducting relevant placing
commission, professional fees and all related expenses). As at 30
June 2017, approximately RMB506 million or 77.5% were utilised.
Among the net proceeds used, (i) approximately RMB310 million
was utilised for capital expenditure; and (i) approximately RMB196
million was utilised for general working capital of the Group. The
purpose of capital utilisation is consistent with the intended use of
the placing.

DIVIDEND

The Board proposed an interim dividend of HK$457.8 million
(approximately RMB389.9 million), representing HK$0.13 per
ordinary share in respect of the six months ended 30 June 2017 to
the Shareholders whose names appear on the register of members
of the Company at the close of business on Monday, 11 September
2017. The interim dividend will be payable on or around Friday, 29
September 2017.

The Board proposed a final dividend of HK$175.9 million
(approximately RMB157.3 million), representing HK$0.05 per
ordinary share and a special dividend of HK$351.8 million
(approximately RMB314.7 million), representing HK$0.10 per
ordinary share in respect of the year ended 31 December 2016. This
proposed dividend was approved by the Shareholders on the annual
general meeting of the Company dated 31 May 2017 and was paid
during the period.
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LITIGATION

As disclosed in the announcements of the Company dated 27
January 2017, 19 May 2017 and 29 May 2017, on 19 May 2017,
the Company received an originating summons (the “Summons”)
filed by ArcelorMittal and ArcelorMittal Holdings AG as the plaintiffs
(collectively, the “Plaintiffs”) under an action number HCMP 1163 of
2017 in the Court of First Instance of the High Court of Hong Kong
Special Administrative Region (the “Court”) against (i) the Company;
(i) Mr. Han Jingyuan; (i) Mr. Han Li; (iv) Mr. Zhu Jun; (v) Mr. Shen
Xiaoling; (vi) Mr. Zhu Hao; (vii) Mr. Wong Man Chung, Francis; (viii)
Mr. Wang Tianyi; and (ix) Mr. Wang Bing as defendants (collectively,
the “Defendants”). Defendants (ji) — (ix) are directors of the Company.
Pursuant to the Summons, the Plaintiffs applied to the Court for an
order pursuant to section 740 of the Companies Ordinance (Cap.
622 of the Laws of Hong Kong) that the Defendants disclose and
allow inspection of certain documents relating to the completion of
placing of the Shares on 27 January 2017 (the “Placing”).

The directors of the Company (other than Mr. Ondra Otradovec)
(the “Directors”) would like to emphasise to the Shareholders and
investors that the Placing, the restoration of the public float so as
to avoid a de-listing of the Company’s shares and the resumption
of trading of the Company’s Shares at 9:00 a.m. on Wednesday, 1
February 2017 was conducted in the best interests of the Company
and its Shareholders as a whole, and any claim to the contrary is
without merit and groundless. The Directors will vigorously defend
against any action that is founded on the basis that the Directors
did not act properly and in the best interest of the Company and its
Shareholders as a whole.
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FUTURE PROSPECTS

It is expected that in the second half of 2017, the steel prices will
continue to fluctuate but overall see an upturn. Based on information
published by the National Development and Reform Commission of
China (“NDRC”), up to end of May, there were reduction of crude
steel production capacity of 42.39 million tonnes, representing
completion of 84.8% of the annual target assignment of 50 million
tonnes. The crackdown of illegal non-compliance “lllegal Sub-
Standard Steel” achieved significant results. In the first half of 2017,
China cracked down and shut down more than 600 “lllegal Sub-
Standard Steel” producing entities, involving production capacity of
approximately 120 million tonnes. Upon the thorough crackdown of
“llegal Sub-Standard Steel” before 30 June 2017, the steel industry’s
development will be stepping into a new phrase. Under the backdrop
of Chinese government’s active adjustment policy towards the steel
industry, it would bring along continuous fundamental improvements
in Mainland China’s steel industry and support to the steel prices. The
operating environment would be becoming positive.

In addition, regarding the development of the “Xiongan New Area”,
it is expected for bringing new opportunities to the Group in the
medium to long term. The Group believed the overall business
environment will improve continuously, bringing stable demands for
the Group.

Under such backdrop, the Group plans to maintain its
competitiveness and gain a more prominent position in the industry
by continuous improvement in production efficiency, developing
and increasing the number of high value-added products, reducing
production and operating cost, reducing inventory, expanding
market share and optimising the utilisation of internal resources.

In the second half of 2017, the Group will continue to focus on
the development of certain high-end steel products including
high-strength, high and low temperature repercussive and high-
weatherability H-section steel products, to gradually complete angle
steel and channel steel products series and specifications and
products which suit standards of other countries, to continuously
improve the quality and passing rate of established products, to
increase the market share of high value-added products and to
further optimise production costs including the proportion of self-
generated electricity, investing resources in environmental protection
equipment, etc., in order to enhance the core competitiveness of the
Group.
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The Group made its first investment in an upgrading project for
sheet piling and ultra-large H-section steel products since 2016.
The project is designed to have an annual capacity of approximately
1.0 million tonnes and is expected to require investments of
approximately RMB1.0 billion to RMB1.5 billion. The primarily
products of the project are U sheet piling of 500mm, 600mm,
750mm, and up to a maximum of 900mm and Z sheet piling
of 500mm, 600mm, 750mm, and up to a maximum of 850mm
as well as ultra-large H-section steel of ultra-thick, ultra-heavy,
applying to super-high steel structure construction with a plate
width reaching 1100mm, so as to further optimise the product mix,
and fill the gap in Chinese market for the high-end section steel
products categories which were relying on imports. It is expected to
commence operation in the fourth quarter of 2017. The sheet piling
products are highly-efficient materials internationally widely applied
in works of construction, irrigation, ports, dams, temporary support
cofferdam, railway, etc. The application in China is still in the start-
up stage. Sheet piling earned its wide notice and recognition due to
its advantages of simple structure, high construction efficiency, firm
engineering, good watertightness and reusability.

In addition, the Group will continue to keep an eye on state projects
which will consume large volume of steel, broaden the channels
to collect market shortages product information to guide its new
product development. Furthermore, it will strengthen the risks
management and production procedure supervision to enhance the
function of the risk management department, to improve the risk
resistance capacity of the Group and to maintain its stable operation.

Since its listing in 2004, the Group has continued to expand
its business, diversify its steel product categories and business
portfolio. During the last 13 years (since being listed), the Group’s
overall steel production capacity has reached approximately 11.0
million tonnes per annum from approximately 3.1 million tonnes
per annum at the time of the listing. The steel products include
H-section steel products, sheet piling products, strips and strip
products, billets, cold rolled sheets and galvanised sheets and rebar.
The Group is constantly developing products of different series and
specifications to meet market needs. Moreover, the H-section steel
products of the Group maintain its leading position in China. The
Group will continue to develop its business towards the direction of
the largest section steel production base in the world, and to explore
expanding through upstream and downstream integration. The
Group will strive to take full advantage of the current solid financial
condition and efficient management to intensify the continuous
development of the Group and to maximise the Company’s
Shareholders’ value.

AEBE-_Z—"FAREEMNRER
BAHEMERAREE  WEBEE
BEAREA 1008 - ERHEEBOARK
10-1518 7 * T B £ & E f A/500mm
600mm ~ 750mm * & A Z| 900mm Ky U
SHAR#BE A 500mm ~ 600mm * 750mm * &
AE850mMmE ZE MR B A NBE - 8
£ ARBeEREEEERREEED
1100mm A B R AR HEUS - DA — 208
{CEmGRE  REREAMES —EERE
DEmAERRE B2 —+t
FENZEFAREAEE - MiREERZ
BIRR Rz FE AR EREE - KF) - 1558 - 18
B BT EERE - SRS TIRAOSM
B EEAER & B R SREE  #IRE N
HAEBS  EIdXs  IREE- I
KM RATSEEFBANED  XEEZH
JEFIRRA] o

AN - 752 [ R A R 2B M BRI S B R IR
BER MAHMBSEREMRNEMK
& ERMERMENGM - TSN
wERE R REEREER  BARE
HIEPRBEEA - LR ASEREBENA

MAEEA _TTMF WK - TEE
BEERRE  EFMEERBEMNER
HE -TEBET=ZFM(ELEMMUK)
AEENEERREFTESECH LETRND
S1I0EMIRAEZHEA 1,100 E W o
MEREE®RE  HEWMESR « WHIREE
oo A R AR AE M R RELIR K
SRR AR AU - AEBNERZE AR R
TIRBRENERANDBEMESEEE o i
PR AN £ B A A 9 H AU S B SR 7E P B K BE (R
FEELOMA - AEBMESBEED
ZHRS AN EEREM T RERE -
URBEREATEET L THEE - &K
SN B IERHIRANBREYBUK
MAMSHHEERRN - HEBAEENFE
BRE - ABERAQXTBRREESAL



DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 30 June 2017, the interests and short positions of the
directors, chief executives and their associates of the Company in
the Shares, underlying Shares or debentures of the Company or any
of its associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which (i) were required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO); or (i) were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein; or
(i) were required to be notified to the Company and the The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”), and adopted by the Company were
as follows:
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

Interest in the Shares and underlying Shares of the Company:

Interests in Shares
RS
Personal
Interest

Corporate
Interest

DEER fBAES

Mr. Han Jingyuan (Note 1)
BB AE (M) 1,253,188,849 -
- 2,800,000

Mr. Zhu Jun

KEXE -
Mr. Shen Xiaoling

ER LA -
Mr. Zhu Hao

KERE - -
Mr. Han Li

BHRE - _

Mr. Ondra Otradovec %t 4
Ondra Otradovec &4 - -

2,400,000

2,400,000

Mr. Wong Man Chung, Francis

BEXREE -
Mr. Wang Tianyi

IRERHE - -

Mr. Wang Bing
FoktsE - -

1,800,000

Note:

M

At 30 June 2017, Mr. Han Jingyuan beneficially owned 63.15% of
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Interests in Percentage of
underlying Shares the Company’s
pursuant to issued Long/
share options share capital ~ Short position
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= 35.59% Long (47)
22,500,000 0.72% Long (4F)
7,800,000 0.29% Long (47)
7,800,000 0.29% Long (#F)
7,800,000 0.22% Long (47)
5,400,000 0.15% Long (#F)
4,800,000 0.19% Long (47)
2,000,000 0.06% Long (47)
Mzt -

M

the issued share capital of Wellbeing Holdings Limited (“Wellbeing
Holdings”) and held 16.09% of the issued share capital of
Wellbeing Holdings on trust for the benefit of certain employees
of the subsidiary of the Company. Wellbeing Holdings beneficially
owned 1,191,535,124 Shares, representing approximately
33.84% of the issued share capital of the Company. Mr. Han
Jingyuan also beneficially owned 100% of the issued share
capital of Chingford Holdings Limited (“Chingford Holdings”)
which beneficially owned 61,653,725 Shares, representing
approximately 1.75% of the issued share capital of the Company.

At 30 June 2017, Mr. Han Jingyuan beneficially owned 2,800,000
Shares, representing approximately 0.08% of the issued share

capital of the Company.
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& %5 - Wellbeing HoldingsE 25 % &
1,191,585,124 & fx fh + H9ME A A A B2
AT AN K 33.84% HE 35 o BEBUR L&
INE # %A Chingford Holdings Limited
(TChingford Holdings)) 8% 802 %17
BEA - M Chingford Holdings E# A
61,653,725 A% 1D + XIMEA A AIE BT
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

Save as disclosed above and in the section of “Equity-settled Share
Option Scheme” below, at 30 June 2017, none of the directors, chief
executives and their associates had any interest and short positions
in the Shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning part XV 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.

EQUITY-SETTLED SHARE OPTION SCHEME

The Company adopted three share option schemes approved by
the Shareholders at the annual general meeting held on 17 May
2006 (“2006 Share Option Scheme”), approved by the Shareholders
at the special general meeting held on 20 December 2010 (“2010
Share Option Scheme”) and approved by the Shareholders at the
special general meeting held on 15 May 2013 (“2013 Share Option
Scheme”) respectively (collectively referred to as “Share Option
Schemes”) for the purpose of providing incentives and rewards to
eligible participants who are regarded as valuable human resources
of the Group or who have contributed to the growth and success
of the Group with their performance and other factors (e.g. their
years of service with the Company and/or work experience and/or
knowledge in the industry etc.) to contribute further to the Company.
The 2006 Share Option Scheme was expired on 16 May 2016.

The Share Option Schemes do not specify any minimum holding
period and/or performance targets as a condition for the exercise
of an option but subject to the rules of the Share Options Schemes.
The Board is empowered with the authority to determine granting of
an option on a case by case basis taking into account of the relevant
factors as the Board in its sole discretion considers appropriate.

The maximum number of Shares issuable under the Share Option
Schemes to each eligible participant within any 12-month period is
limited to 1% of the Shares in issue at any time. Any further grant
of share options in excess of this limit is subject to Shareholders’
approval in a general meeting.
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Subject to earlier termination by the Company in general meeting or
by the Board, the Share Option Schemes shall be valid and effective
for a period of ten years from their respective dates of adoption.

The subscription price shall be such price determined by the Board
at its absolute discretion and shall be no less than the highest of: (a)
the closing price of Shares as stated in the daily quotations sheet
of the Stock Exchange on the date of grant; (b) the average closing
price of the Shares as stated in the daily quotations sheet of the
Stock Exchange for the five business days immediately preceding
the date of grant; and (c) the nominal value of a Share on the date of
grant.

The consideration payable on acceptance of the option granted to
an grantee under the respective Share Option Schemes is HK$1.00.

The total number of Shares available for issue under the Share
Option Schemes upon exercising of all outstanding share options
granted and yet to be exercised is 231,070,000 Shares, representing
approximately 6.56% of the issued share capital of the Company as
at 30 June 2017.

Pursuant to the 2006 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be
issued upon exercise of all options to be granted under the 2006
Share Option Scheme are 290,500,000 Shares, representing
approximately 8.25% of the issued share capital of the Company
as at 30 June 2017. Eligible participants of the 2006 Share Option
Scheme includes all Directors (whether Executive or Non-executive
and whether independent or not) and any employees (whether full-
time or part-time) of any company in the Group or any entity in
which any member of the Group holds an equity interest (whether
on an employment or contractual or honorary basis or otherwise and
whether paid or unpaid). Details of the share options outstanding
under 2006 Share Option Scheme were as follows:
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EQUITY-SETTLED SHARE OPTION SCHEME (continued) IREAENBRESS (&)

Approximate

No. of shareholding

No. of options percentage of

options  exercised/ the underlying

Closing price No. of granted  cancelled/ No.of  Shares for

per Share options  during the lapsed during options the options

immediately  outstanding  sixmonths the sixmonths  outstanding in the share

Exercisable Exercise hefore the at ended ended at capital of

Date of grant period price  date of grant 1 January2017 30 June2017 30 June 2017  30June 2017 the Company
REE
Bt

REE RA=tAL
RIB-t& Bt ~MIRR  RIE-tE ERERE
g -B-B AA=tEL B/ ABZtHE  RHERAR
S ATEN  AMEBRET HE/&NH ATEN  RAGRE
RFR  AAEDE %E SREFE  BREHE NBREZR  EREZE  EREHE  SNESM
HKS HKS
BT BT

Mr. Han Jingyuan 2009224 2009/2/24 139 124 2900000 -
BRLE to

-
==}

2019/2/23

2,900,000 0.08%

Mr. Zhu Jun 2009/2/24 2009/2/24 1.39 1.24 2,600,000 - - 2,600,000 0.07%
RERE fo

pay
==

2019/2/23

Mr. Shen Xaoing 0002124 2009/2/24 139 124 2600000 - - 2,600,000 0.07%
TRk o

ES

2019/2/23

Mr. Zhu Hao 2009/2/24 2009/2/24 1.39 1.24 2,600,000 - - 2,600,000 0.07%
RELE 0

pay
==}

2019/2/23

Mr. Han Li 2009/12/29 2010/3/29 284 217 1,600,000 - - 1,600,000 0.05%
B%k o

S

20191228
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EQUITY-SETTLED SHARE OPTION SCHEME (continued) LIREEENEBRESS ()
Approximate
No. of shareholding
No. of options percentage of
options  exercised/ the underlying
Closing price No. of granted  cancelled/ No.of  Shares for
per Share options  during the lapsed during options  the options
immediately  outstanding  sixmonths the sixmonths  outstanding in the share
Exercisable Exercise hefore the at ended ended at capital of
Date of grant period price  date of grant 1 January2017 30 June2017 30June 2017  30June 2017 the Company
REE
Bt
REZ  AB=tAL
RZ8-tE  Z3-tf MIAR R-E-tF  BREGE
b3 -A-B #~A=tAL B/  ARZTR  ROERATF
RTAAN RTEN RERARET  HH/ KM RATEH  RAHRE
BFR  UHRHH RE  SRUmE  EREHE WBERERR  BREEE  RREHE  BAESM
HKS$ HKS$
B B
Mr. Wong Man 2009/2/24 2009/2/24 1.39 1.24 2,000,000 - (1,800,000) 200,000 0.01%
Chung, Francis to (Note 1)
ERRE 2 (Hit1)
2019/2/23
Employess 2009/2/24 2009/2/24 1.39 1.24 1,200,000 - (1,200,000) - -
€5 o (Note 1)
E (1)
2019/2/23
Employees 2009/12/29 201013/29 2.84 277 115,050,000 - - 115,060,000 327%
[E8 0
S
2019/12/28
Total
2t 130,550,000 - (3,000,000) 127,550,000 3.62%

Note 1. During the six months ended 30 June 2017, 3,000,000 options Mat1: REBEZE-FT—tFA=THIERE
were exercised. AR+ 3,000,000 BARIECITE




EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Pursuant to the 2010 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be
issued upon exercise of all options to be granted under the 2010
Share Option Scheme are 146,486,250 Shares, representing
approximately 4.16% of the issued share capital of the Company
as at 30 June 2017. Eligible participants of the 2010 Share Option
Scheme includes all Directors (whether Executive or Non-executive
and whether independent or not) and any employees (whether full-
time or part-time) of any company in the Group or any entity in
which any member of the Group holds an equity interest (whether
on an employment or contractual or honorary basis or otherwise and
whether paid or unpaid) and any person considered by the Directors
to have contributions to any company in the Group or any entity in
which any member of the Group holds an equity interest. Details of
the share options outstanding under 2010 Share Option Scheme
were as follows:
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DAUR SRR ERT 8 ()

BE_T—ZTFERETSE A F ]
THERE  AERE T —TFERET
B FREOMEBRERITER] TR
TR 5 #2885 146,486,250 IR A% 15 » 16
ARBR_ZE—+tFENA=ZTHHNBEET
AL 416% c —F—ZFHEREE
MEERL2HEEREARAIZBES (&
BITEFAH P TESERERZESE
) AEBEMKE QA RKAEBE T
KEARFERAERNTWNEEBHME
g 8 (ER 2B FRE) (TREERE
&8 $EIEMMERREZE)
REZERAHASETMKE ARk AS
BEEAKERARFAERA = ERELE
EHEBMNERMAL - —S—TEERE
BT EARITENBRESBOT -

A
[liii}

Approximate
No. of shareholding
Closing No. of options percentage of
price options  exercised/ the underlying
per Share No. of granted  cancelled/ No.of  Shares for
immediately options during lapsed during options the options
before  outstanding the six months the sixmonths  outstanding in the share
Exercisable Exercise the date at ended ended at capital of
Date of grant period price of grant 1 January 2017 30 June 2017 30 June 2017 30 June 2017 the Company
REE
-t
REE #~A=tHL
RZB-t§  CB-tf AERR RIE-tE ERERE
b3 -B-A AA=tAL Bfif/  RAZTR  RAERLR
RTAAMN ROEH  ABARET  EE/ AN RATEH  RAHRE
RFR  AARHME e SRUTE  BRENE WBREZR  BRERE  BREME  #NEsh
HKS HKS$
BT BN
Mr. Han Jingyuan 2011/3/28 2011/4/21 3.08 3.08 9,800,000 - - 9,800,000 0.28%
Rt fo
S
2021/3/27
2012/3/30 2012/5/30 203 201 9,800,000 - - 9,800,000 0.28%
to
S

20201219
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EQUITY-SETTLED SHARE OPTION SCHEME (continued) DR EEENERESS (Z)
Approximate
No. of shareholding
Closing No. of options percentage of
price options  exercised/ the underlying
per Share No. of granted  cancelled/ No.of  Shares for
immediately options during lapsed during options the options
before  outstanding the six months the sixmonths  outstanding in the share
Exercisable Exercise the date at ended ended at capital of
Date of grant period price of grant 1 January2017 30June2017 30June 2017  30June 2017 the Company
REE
ZB-tE
REE #~A=tHL
RZB-t§  CE-tf AERR RIE-tE ERERE
2 -B-B AB=tAL B/  ARZTR  ROERLT
RTAAN AOEH  ABARET  EH/ AN AMIEH  RAHRE
RFR  WARDME % SRETE  BREHE MBREZR  BREZE  BREEE  fMEst
HK$ HKS$
BT BN
Mr. Zhu Jun 20101224 201012724 3182 317 2,600,000 S S 2,600,000 0.07%
RERE o
S
2020/12/19
2012/3/30 2012/3/30 203 201 2,600,000 - - 2,600,000 0.07%
to
£
2020112119
Mr. Shen Xiaoling 20101224 201012724 3182 3147 2,600,000 - - 2,600,000 0.07%
TERE fo
Y
2020/12/19
2012/3/30 2012/3/30 203 201 2,600,000 - - 2,600,000 0.07%
to
S
2020/12/19
Mr. Zhu Hao 20101224 201012/24 3182 3147 2,600,000 - - 2,600,000 0.07%
RELE o
)
2020/12/19
2012/3/30 2012/3/30 208 201 2,600,000 - - 2,600,000 0.07%
to
S

202012119
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EQUITY-SETTLED SHARE OPTION SCHEME (continued) DREEEMNBRESTE ()
Approximate
No. of shareholding
Closing No. of options percentage of
price options  exercised/ the underlying
per Share No. of granted  cancelled/ No.of  Shares for
immediately options during lapsed during options the options
before  outstanding the six months the sixmonths  outstanding in the share
Exercisable Exercise the date at ended ended at capital of
Date of grant period price of grant 1 January2017 30June 2017 30June 2017  30June 2017 the Company
REE
ZB-tE

WEE AAZTHL
R-B-tF  CE-tF ~IAR RZE-tF BRERR
B -B-B AA=tHL B/ ABZTE  RAEARLF
RFEAH ATkl AERRERT  EE/XAN AN RAKRE
BR¥E  AfHEHE fitE SRUNE RREME OBRREEE  RREZE  BRRER  HNAMM
HK$ HK$
BT BT

Mr. Han Li 20101224 201012724 3.182 317 1,200,000 S = 1,200,000 0.03%
Ly o

pay
==

2020112119

2012/3/30 2012/3/30 203 201 2,600,000 - - 2,600,000 0.07%
to

pay
==

20201219

Mr. Wong Man Chung, Francis ~ 2010/12/24 201012/24 3.182 317 2,300,000 - - 2,300,000 0.07%
EXRRE o

ES

20201219

2012/3/30 2012/3/30 208 201 2,300,000 - - 2,300,000 0.07%
to

pay
==}

2020112119

Mr. Wang Tianyi 2012/3/30 2012/3/30 2.03 201 2,000,000 - - 2,000,000 0.06%
EV i o

pay
==

20201219
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Employess

&

Employees

&

Total

i

Note 2:

Date of grant

RFH

201012724

2012/3/30

Exercisable
period

T

201012/24

to

ey
==}

2020112119

2012/3/30

to

pay
==

20201219

Exercise
price

iR
HKS
Bn

3.182

2.03

Closing
price

per Share
immediately
before

the date

of grant

B
RFEAH

SREHE
HKS

iy

w

7

201

No. of
options
outstanding
at

DUR SRR 8 ()

Approximate
No. of shareholding
No. of options percentage of
options  exercised/ the underlying
granted  cancelled/ No.of  Shares for
during lapsed during options the options
the six months the sixmonths  outstanding in the share
ended ended at capital of
1 January 2017 30 June 2017 30 June 2017 30 June 2017  the Company
REE
ZB-tE

REEZ AB=THL

RZB-t§  CE-tf AERR RIE-tE ERERE
-B-B AB=tAL B/  ARZTR  ROERLT
AOEH  ABARET  EH/ AN AMIEH  RAHRE

BRERE NEWEHE  BREZR  BREZE  HOREAM
17,400,000 - - 17,400,000 0.49%
41,120,000 - (600,000) 40,520,000 1.15%
(Note 2)
(it2)
104,120,000 - (600,000 108,520,000 2.94%

During the six months ended 30 June 2017, 600,000 options

were exercised.

Witz : REE-T—tEXRA=THILERE
AR > 600,000 7 R EEITE -



EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Pursuant to the 2013 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be issued
upon exercise of all options to be granted under the 2013 Share
Option Scheme are 146,571,250 Shares, representing 4.16%
of the issued share capital of the Company as at 30 June 2017.
Eligible participants of the 2013 Share Option Scheme includes
all Directors (whether Executive or Non-executive and whether
independent or not) and any employees (whether full-time or
part-time) of any company in the Group or any entity in which
any member of the Group holds an equity interest (whether on an
employment or contractual or honorary basis or otherwise and
whether paid or unpaid) and any person considered by the Directors to
have contributions to any company in the Group or any entity in which
any member of the Group holds an equity interest. As at 30 June
2017, no options were granted under the 2013 Share Option Scheme.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the six months ended
30 June 2017 were rights to acquire benefits by means of the
acquisition of Shares 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 holding 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.

CONTRACTS OF SIGNIFICANCE

Saved as disclosed above and the transactions as disclosed in Note
30 to the condensed consolidated interim financial information, no
controlling shareholder or any of its subsidiaries have any contract
of significance with the Company or its subsidiaries during the six
months ended 30 June 2017.

SUBSTANTIAL SHAREHOLDERS

At 30 June 2017, the interests or short positions of every person, other
than a Director or chief executive of the Company, in the Shares and
underlying Shares as recorded in the register required to be kept by the
Company under Section 336 of the SFO are as follows:
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SUBSTANTIAL SHAREHOLDERS (continued)

Name

=L

ArcelorMittal Holdings AG (Note 1) (A7 1)
(“AM Holdings AG™)

Wellbeing Holdings

Note:

Number of
Shares held

FrEROEE

1,377,491,891

1,191,5635,124

(1) At 30 June 2017, Mr. Lakshmi Niwas Mittal and Mrs. Usha
Mittal beneficially own 37.38% of the issued share capital of
ArcelorMittal which indirectly holds the entire equity interest in
AM Holdings AG, which beneficially owns 1,377,491,891 Shares,
representing approximately 39.12% of the issued share capital of

the Company.

Saved as disclosed above and in Directors’ Interests and Short
Positions in Securities sections, at 30 June 2017, no person, other
than a Director or chief executive of the Company, had interests or
short positions in the Shares and underlying Shares as recorded in
the register required to be kept by the Company under Section 336

of the SFO.

PURCHASE, SALES OR REDEMPTION OF LISTED

SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries has purchased, sold

or redeemed any of the Company’s listed securities during the six

months ended 30 June 2017.

TBERR (&)

Percentage of
the Company’s

issued Long/short

share capital position
AR ARE BT

BRAEBD 5873

39.12% Long (%F)

33.84% Long (%F)

Hiat -

1 WZZFT—tFXA=+H"Lakshmi
Niwas Mittal 5t 4 1 Usha Mittal KA K& &=
# A ArcelorMittal B 37T A 37.38% -
i ArcelorMittal & %2 % B AM Holdings AG
2R - AM Holdings AG B %5
E1,377,491,891 AR - (EARQEE
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COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company acknowledges the importance of good corporate
governance practices and believes that it is essential to the
development of the Group and to safeguard the interests of the
equity holders. The Directors are of the opinion that the Company
has complied with the code provisions as set out in the Code on
Corporate Governance Practices (the “CG Code”) in Appendix 14 to
the Listing Rules throughout the six months ended 30 June 2017,
save for the following deviation:

Under Code Provision A.2.1 of the CG Code, the role of chairman
and chief executive officer should be separate and should not be
performed by the same individual. Currently, Mr. HAN Jingyuan
serves as the Chairman of the Board and the Chief Executive Officer
of the Company. The Board believes that there is no immediate
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. The Board will consider the segregation
of the roles of the Chairman and the Chief Executive Officer of the
Company in light of the future development of the operating activities
or businesses of the Group.

Under code provision C.2.5 and the related notes of the CG Code,
the Company should have an internal audit function which generally
carries out the analysis and independent appraisal of the adequacy
and effectiveness of the Group’s risk management and internal
control systems. The Company’s internal audit function is merged
with the finance function during the six months ended 30 June 2017.
During the period, the Group conducted a review on the need for
setting up an independent internal audit department. Taking into
account the size and complexity of the operations of the Group, the
Company considers that the existing organisation structure and the
close supervision of the management could provide sufficient internal
control and risk management for the Group. The audit committee
of the Company (the “Audit Committee”) and the Board regularly
review the effectiveness of the internal control systems and the risk
management of the Group. The Board will review the need to set up
an independent internal audit function on an annual basis.
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COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its own code for dealing in securities of
the Company by the Directors. The Company has made specific
enquiry of all Directors and all Directors have confirmed that they
have complied with the required standard as set out in the Model
Code during the six months ended 30 June 2017.

AUDIT COMMITTEE

During the six months ended 30 June 2017, the Audit Committee
comprised three Independent Non-executive Directors, namely Mr.
WONG Man Chung, Francis as the chairman of the Audit Committee
and Mr. WANG Tianyi and Mr. WANG Bing as the members of the
Audit Committee.

The Audit Committee has reviewed the Group’s condensed
consolidated financial information for the six months ended
30 June 2017 and has also discussed the internal control, the
accounting principles and practices adopted by the Group. The
Audit Committee is of the opinion that the condensed consolidated
financial information have been prepared in accordance with the
applicable accounting standards, the Listing Rules and the statutory
requirements and that adequate disclosures have been made in the
interim report.

CLOSURE OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from
Thursday, 7 September 2017 to Monday, 11 September 2017
(both days inclusive), during which period no transfer of shares of
the Company may be registered, for the purposes of ascertaining
shareholders’ entitlement for the proposed interim dividend. The
record date for the proposed interim dividend shall be Monday,
11 September 2017. In order to qualify for the proposed interim
dividend, all share transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong, for

registration not later than 4:30 p.m. on Wednesday, 6 September
2017.
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PUBLIC FLOAT

Trading in the shares of the Company had been suspended from
29 April 2014 due to insufficient public float. The public float was
restored on 27 January 2017 through placing of new shares under
general mandate by the Company and placing of existing shares
by the controlling shareholder of the Company and trading was
resumed on 1 February 2017. As at the date of this report, the
Company has maintained the prescribed public float under the
Listing Rules and as agreed with the Stock Exchange, based on the
information that is publicly available to the Company and within the
knowledge of the directors of the Company.

APPRECIATION

The Board would like to take this opportunity to extend its deepest
gratitude to its staff for their hard work and dedication to the Group,
and to its Shareholders for their continuous trust and support in the
Company.

By order of the Board

CHINA ORIENTAL GROUP COMPANY LIMITED
Han Jingyuan

Chairman and Chief Executive Officer

22 August 2017
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Report on Review of Interim Financial Information

FHMBEERNERRS

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
40 to 96, which comprises the interim condensed consolidated
balance sheet of China Oriental Group Company Limited (the
“Company”) and its subsidiaries (together, the “Group”) as at
30 June 2017 and the related interim condensed consolidated
statements of comprehensive income, changes in equity and cash
flows for the six-month period then ended, and a summary of
significant accounting policies and other explanatory notes. The
Rules Governing the Listing of Securities on 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.
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Report on Review of Interim Financial Information (continued)

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.

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, 22 August 2017
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Interim Condensed Consolidated Balance Sheet
FHfEEeHEEEER

(Al amounts in RMB thousands unless otherwise stated) (& ZE3I5REI @ FiE BN ARE T ITAER)

Unaudited Audited
REEY HE2
30 June 2017 31 December 2016
Note —E—tF —ERF
/i3 AA=TE T=B=T=E
ASSETS BE
Non-current assets FREBEE
Leasehold land and land use rights HE LK1 ER#E 8 190,233 198,123
Property, plant and equipment mE - BEREHE 8 7,997,250 8,038,406
Investment properties REME 8 9,116 6,549
Intangible assets BREE 8 89,682 94,370
Investment in associates REENR 2 KE 9 145,670 55,632
Available-for-sale financial assets AfHESRER 10 464,471 489,555
Prepayments, deposits and other receivables  FBTHE « e R E M EURERR 14 13,000 13,000
Deferred income tax assets EEFMEREE 149,070 155,880
Total non-current assets FRBEES 9,058,492 9,046,515
Current assets RBEE
Properties under development and held for sale R RiEFELENE 11 729,670 1,419,113
Inventories FE 12 2,605,161 3,334,350
Trade receivables FEYE SR 18 562,537 482,813
Prepayments, deposits and other receivables  FBTFE « e R E M EUBRFR 14 1,336,025 1,405,123
Financial assets at fair value through BAREEFEAHEEY
profit or loss SAERER EREE 307,135 387,458
Amounts due from related parties FEW BN R 30(c) 83,834 16,671
Prepaid current income tax BAEREH 15,477 28,814
Loan receivables FEYER 401,000 401,000
Notes receivable - bank acceptance notes W EE - RTRLES 15 3,533,941 2,339,669
Derivative financial instruments fTHEERMIA 2,690 6,220
Restricted bank balances R BIRITHE 511,178 890,617
Cash and cash equivalents BeRReEEN 1,692,328 1,290,199
Total current assets RBEERT 11,780,976 12,002,047
Total assets nEE 20,839,468 21,048,562
EQUITY i
Equity attributable to owners BERAQAER
of the Company BEENER
Share capital R 16 364,006 311,853
Share premium RIVEE 16 2,797,289 2,192,131
Other reserves it 17 1,699,051 1,703,308
Retained earings Bl 6,463,095 5,048,806
11,323,441 9,256,098
Non-controlling interests FEFIES 158,766 108,443
Total equity BRast 11,482,207 9,364,541




Interim Condensed Consolidated Balance Sheet (continueq)
FHISAEHEEEBER @

(Al amounts in RMB thousands unless otherwise stated) (f& S AHEERSN - FRELEYUARBE T T AEN)

Unaudited Audited
REER LEZ
30 June 2017 31 December 2016
Note “E-tF —ERE
HaF ~A=TH T=A=—E
LIABILITIES afE
Non-current liabilities e =i
Borrowings BN 20 239,500 246,500
Other long-term payables Hi R BT R 21 360,875 615,194
Deferred revenue EEWA 114,991 78,107
Amounts due to a related party B —R B A FUE 30(c) 51,859 51,859
Deferred income tax liabilities BEAMERAR 39,628 42,204
Total non-current liabilities FRBEEST 806,853 1,033,864
Current liabilities RBAE
Trade payables ERE SRR 18 2,980,475 5,425,323
Accruals, advances and other current liabiliies ~ TE12EH - BB R
Hthmgak 19 3,859,866 3,368,510
Amounts due to related parties JET R 5 5R0R 30(c) 31,149 27,266
Current income tax liabilities EHELas 436,748 122,918
Derivative financial instruments fTESBIA 19,591 15,669
Other long-term payables - current portion Hit REERERT
— e 21 - 551,392
Borrowings ED S 20 1,199,863 1,134,507
Dividends payable RS 22,716 4,572
Total current liabilities nEEEST 8,550,408 10,650,157
Total liabilities oA=L 9,357,261 11,684,021
Total equity and liabilities ERRaEa 20,839,468 21,048,562

The notes on pages 47 to 96 form an integral part of this condensed FA47TE 6 BT RAAE OF - B 7
consolidated interim financial information. BRI EREY o




Interim Condensed Consolidated Statement of Comprehensive Income
hHI B S HtR S s R

(Al amounts in RMB thousands unless otherwise stated) (fSAERSN - FIESEHAARBT T AER)

Unaudited
RBEX

Six months ended 30 June
BEASA=1THIEAREA

Note 2017 2016
Ktat —EB—t& —T—REF

Revenue A 6 20,240,501 11,451,165
Cost of sales SHE A (17,401,603) (10,075,932)
Gross profit EF 2,838,898 1IPE758288
Other income H A 7,907 1,879
Distribution costs 3 SR A (60,037) (58,664)
Administrative expenses TRER (348,242) (483,787)
Other expenses HtEA (24,689) (11,797)
Other gains — net HAhles — 558 22 115,781 19,070
Operating profit KRR 22 2,529,618 841,934
Finance income AU A 23 48,975 48,138
Finance costs B TSR AR 23 (53,347) (85,351)
Share of results of associates JEIREE N B LA 2,016 (1,208)
Profit before income tax MRFTSB AR 2,527,262 803,513
Income tax expense Fristi&m 24 (635,080) (262,810)
Profit for the period HA = F 1,892,182 540,703
Other comprehensive income: Hnim e e -
Item that may be reclassified A EF 72

subsequently to profit or loss B X AIE H
Fair value (losses)/gains on available- AIHEESREERNS

for-sale financial assets BB (58), = (4,126) 1,149
Transfer of fair value gains previously ~ A& HEES

credited to reserve to income BERBELATEIA

statement upon disposal of FEHN AR EERE

available-for-sale financial assets #EEWREK (131) -
Total comprehensive income HRGEaWEE

for the period 1,887,925 541,852




Interim Condensed Consolidated Statement of Comprehensive Income (continued)
FHAAS O EE W a TR @

(Al amounts in RMB thousands unless otherwise stated) (f& S AHEERSN - FRELEYUARBE T T AEN)

Unaudited
RBEX

Six months ended 30 June
BEASA=1THIEAREA

Note 2017 2016
Htat —EB—+t& —E—REF
Profit for the period attributable to: HiREFIFEBRN :
— owners of the Company —AREERFBEE 1,872,710 528,469
— non-controlling interests — IR R A 19,472 12,234
1,892,182 540,703
Total comprehensive income HEWZHRERBRN
attributable to:
— owners of the Company —ARARIEREEE 1,868,453 529,618
— non-controlling interests — IR R R 19,472 12,234
1,887,925 541,852
Earnings per share for profit BARQRERSEE
attributable to owners of BTN SRS
the Company for the period (FRAR®TT)
(express in RMB per share)
— basic —EOK 25 RMB 0.548 RMB 0.180
AR¥o0548 T AR¥0.1807T
— diluted — Wtz 25 RMB 0.548 RMB 0.180

AR# 05487t AR¥0.1807T

The notes on pages 47 to 96 form an integral part of this condensed FATEIC BMMITE AR AE G HAA 7%

288 37|

consolidated interim financial information. BRI EEID -




Interim Condensed Consolidated Statement of Changes in Equity
RHIE SRS E R

(All amounts in RMB thousands unless otherwise stated)

Balance at 1 January 2017

Comprehensive income
Proft for the period

Other comprehensive income

Fair valug losses on avaiable-for-sale
financial assets

Transfer of fair value gains previously
credited to reserve to income
statement upon disposal of
avallable-for-sale financial assets

Total comprehensive income

Transactions with owners
Capttal injection by non-controling
interests
Proceeds from shares issued
Employees share option
scheme - issuance of shares
Dividend paid

Total transactions with owners
Balance at 30 June 2017
Balance at 1 January 2016
Comprehensive income

Proft for the period

Other comprehensive income
Fair value gains on available-for-sale
financial assets

Total comprehensive income

Transactions with owners

Changes in ownership interests in
subsidiaries without change of control

Captal reduction of a subsidlary

Note
it

R-R-tE-A-RiGR

ki
g

AttGRYE

A E AN
DAEESE 1
NEETHHESRAR

B Rl A
DAEEREERNER

~

fFaldEat

RERERENRS
FsltER R

EARRAERE 1
=l CHE]

~¥1ki 16
BiRE
HEREEENRAAE
RoE-tERAZTRNES
RZE-~E-f-BHER

Fals
BREH

Rtlpas
AHLESREEN
NEEKS 17
GAkRAY
REREEENRR

TR EHIENER TR
IHBLRREERER 17
B BHBAFEAR

IS

Disposal of subsidlaries with loss of control HiEME LR A% £THE

Total transactions with owners

Balance at 30 June 2016

HEREEENRAEE
RIE-RERAZTRNESR

(BR=AEHAN -

B 2AARB T RER)

Unaudited
AEEH
Attributable to owners of the Company
FRAREREEEL
Non-

Share Share Other  Retained controlling Total
capital  premium  reserves  earnings Total interest equity
Re  RMEE  HbRE  ERUE Bt FBRHMER  BEAS
311,853 2192131 1,703,308 5048806 9,256,098 108,443 9,364,541
- - - 1812710 1,872,710 19472 1,892,182
- - (4,126) - (4,126) - (4,126)
- - (131) - (131) - (131)

- - (4257) 1,872,710 1,868,453 19472 1,887,925

- - - - - 49,000 49,000
51,839 600,773 - - 652,612 - 652,612
314 4,385 - - 4,699 - 4,699

- - - (4BBd21)  (45B421) (18,149)  (476,570)
52,153 605,158 - (458421) 198,890 30,851 229,741
364006 2,797,289 1,699,051 6,463,095 11,323,441 158,766 11,482,207
311,868 219,131 1670302 4340142 8514428 07734 8912162
- - - 528,469 528,469 12,234 540,703

- - 1,149 - 1,149 - 1,149

- - 1,149 528,469 520,618 12,234 541,852

- - 18,022 - 18,022 (82,287) (64,265)

- - - - - 20,000 (20,000

- - - - - 4111 4111

- - 18,022 - 18,022 98,176) (80,154)
311853 2192181 1689473 4868611 9,062,008 31792 9,373,860

The notes on pages 47 to 96 form an integral part of this condensed

consolidated interim financial information
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Interim Condensed Consolidated Statement of Cash Flows
FHEESHEERER

(Al amounts in RMB thousands unless otherwise stated) (f& S AHEERSN - FRELEYUARBE T T AEN)

Unaudited
RICER

Six months ended 30 June
BEAA=THIEAEA

Note 2017 2016
Wiz —E—tf —TREF
Cash flows from operating activities RELETHNHERE
Cash generated from operations EERLENRS 1,309,075 977,433
Interest received BUFIE 12,333 20,305
Interest paid BFE (37,341) (103,647)
Income tax paid BRFTEH (300,982) (50,872)
Net cash generated from operating activities A& & EENE £ R F45E 983,085 843,219
Cash flows from investing activities RERETHNHERE
Purchase of property, plant and equipment ~ EBEW% - BEXRE (65,240 (56,353)
Investment in an associate R—REBERRZKE (88,022) =
Interest income from loan receivables KB EWETHFIBUA 22,893 26,362
Proceeds from disposal of HEAHLESHEED
available-for-sale financial assets FT{3 308 20,828 =
Purchases of available-for-sale EEAHLESREE
financial assets - (97,448)
Decrease/(Increase) in deposits of BETEERIALS
procurement of derivative wd/(Em)
financial instruments 1,173 (19,662)
Net inflows/(outflows) in financial assets BARBEFEEEEDHA
at fair value through profit or loss BRkZoMEE
WA/ (L) %8 96,958 (49,085)
Loans granted to related parties BTEHEER (63,554) -
Increase in long-term bank deposits REERITIF UL M - (235,978)
Acquision of a subsidiary, net of WhE—RMB AR
cash acquired MEEMEMRE - (203,089)
Other investing cash flow - net HMERERE — 558 (3,825) 5,760
Net cash used in investing activities REBDMENRSFE (78,789) (629,493)




Interim Condensed Consolidated Statement of Cash Flows (continued)

RS RS RER @

(Al amounts in RMB thousands unless otherwise stated) (Fk ZE A

Cash flows from financing activities REMETHNELSRE

Proceeds from borrowings BB 5UR
Repayment of borrowings EEER

BEhTE

Proceeds from issuance of ordinary shares 1T BARFTISFIA
Employee share option scheme —issuance 18 B BEIR =+ 2| — 2 1TR%

of shares
Capital injection by non-controling interests ~ FEHEH| 2T &
Cash paid for sales and leaseback EREERFENRE
transaction
Dividends paid to company’s shareholders A FIRR RIS
Decrease in restricted bank balances TERRITEFERNERD
pledged as security for bank borrowings ZRHBITHERRD
Net cash used in financing activities MEDBMENERFE
Net increase/(decrease) in cash and Re LB e SED
cash equivalents #n/Chd) F458
Effect of foreign exchange rate changes INIE T R B B R 2 2
Cash and cash equivalents, beginning HURe RASEEY
of period

Cash and cash equivalents, end of period HARRe RAEZED

The notes on pages 47 to 96 form an integral part of this condensed
consolidated interim financial information.

B 2AARB T RER)

Unaudited
RISER

Six months ended 30 June
BEAA=THILEAEA

Note 2017 2016
#i —e—t5  —ERF
20 1,769,192 1,029,545
20 (1,704,834) (3,720,082)
652,612 e

4,699 b

49,000 -

(799,592) (19,890)

(458,421) .

- 649,864

(487,344) (1,160,563)

416,952 (946,837)

(14,823) 15,043

1,290,199 2,337,547

1,692,328 1,405,753

F47TEICBE MM AANBRAE O A
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Notes to the Condensed Consolidated Interim Financial Information
B & Bf P HA BT 35 & B FT =

(All amounts in RMB thousands unless otherwise stated) (& S2A158EN - FTESBIEIUARE T T ASEAL)

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

The Company’s shares have been listed on The Stock
Exchange of Hong Kong Limited since 2 March 2004.

The Company together with its subsidiaries are hereinafter
collectively referred to as the Group. The Group is principally
engaged in the manufacture and sale of iron and steel
products, trading of steel products and iron ore and real
estate business. 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. The Group also engages in real estate business in the
PRC.

This condensed consolidated interim financial information
was presented in RMB thousand, unless otherwise stated.
This condensed consolidated interim financial information was
approved for issue by the Board of Directors on 22 August
2017.

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 30 June 2017 has been prepared in
accordance with Hong Kong Accounting Standards (“HKAS”)
34 “Interim financial reporting”. The condensed consolidated
interim financial information should be read in conjunction
with the annual financial statements for the year ended 31
December 2016, which have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”).
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Notes to the Condensed Consolidated Interim Financial Information (continued)

& B & O FR 52 B 35 R B o ()

(All amounts in RMB thousands unless otherwise stated) (B RE158A5) - FIESBHUARE T T AER)

3 ACCOUNTING POLICIES 3

The accounting policies applied are consistent with those
of the annual financial statements for the year ended 31
December 2016, as described in those annual financial
statements except for the adoptions of amendments to
HKFRSs effective for the financial year ending 31 December
2017.

(@  New and amended standards adopted by the Group

The following new standards, amendments to standards
and interpretations are mandatory for the Group’s
financial year beginning 1 January 2017. The adoption
of these new standards, amendments to standards and
interpretations does not have significant impact to the
results or financial position of the Group.

HKAS 7 (Amendment) Statement of cash flows
ERGERE 75 (B2T) RemeEx

HKAS 12 (Amendment) Income taxes

BAGRAIE 125 (183]) Fight

HKFRS 12 (Amendment) Disclosure of interest in other entities

BREMBREERNE 125 (B7T) REMERZBENRE

BETBE

FTRAMEdBRIEREE T
—~NF+ZAZ=+—RHLFENF
EHBRERMAEAN—B BRTH
MEHE_ZT—+tFE+=_HA=+—
BUETRFEERNESYHRE
ERIBERT AN - L E S BURE
RZEFEVHRE -

(a)

AEE RO TREEL
8

AT SR - SR ER] R
RERASEE T —tF—
H— Bz M B FE =5
By » AR ZMER - Y
AT RaBH A RENE
BEMIEINURBEEARE -

Effective for annual periods
beginning on or after
RETHIRSR 2%

RN EERREN

1 January 2017
“E—+5-H—H

1 January 2017
—Z—t5-A-H

1 January 2017
—T—+F-H—H



Notes to the Condensed Consolidated Interim Financial Information (continued)
f& BRSO - HA B 75 & BB & ()

(Allamounts in RMB thousands unless otherwise stated) (fk BEFERSN - FTE B UARBFITAEN)
3  ACCOUNTING POLICIES (continued) 3 EFEEE)
(b)  The following new standards and amendments to b)) RTREBEMERE-_ZT—+

F-A—BERBNTERFE
e AR AR - B i R B2 Bl R AR Y

standards have been issued but are not yet effective for
the financial year beginning 1 January 2017 and have not

been early adopted:

HKFRS 1 (Amendment)
BRMBRERAE 5% (B3])

HKFRS 2 (Amendments)
BAMBREEE 25 (BF])

HKFRS 4 (Amendments)
BERMBRERAE 45 (B3]

HKFRS 9 ()
EETEREERE ()
HKFRS 15 ii)
BBHBREERE 55 ()

HK (IFRIC) 22

R (EREBREREZES)
F 0%

HKAS 28 (Amendment)

BE g EAF 285 (B7])

HKFRS 16 (i)
ABUBIREENE 165 (i)

HK (IFRIC) 23
B (ARMBREAREES)$235%
HKFRS 10 and HKAS 28
(Amendments)
BERBRERAE10RRER
SIERIE 285 (BF])

T AR P R 0 (55T

First time adoption of HKFRS
BREME BB RS LR

Share-based payment

AR e

Insurance contracts

FBRAR

Financial instruments
SRTA

Revenue from contracts with customers

BEPENANELNRA

Foreign currency transactions and
advance consideration

IERFRENRE

Investments in associates and joint ventures
REENARAERECERE

Leases
BE

Putting some certainty into uncertain tax position
B—LRE AT ETENREHR

Sale or contribution of assets between an investor
and its associate or joint venture
REEEHBENARAGEREL
&I ALE

Effective for annual periods
beginning on or after
RETIIRSR 2%
RIENFERBRER

1 January 2018
—Z2-\f—-H—H

1 January 2018
—Z-\F-A—H

1 January 2018
—T-\F—H—H

1 January 2018
—T-\F-H—H

1 January 2018
—Z2-\f—-A—H

1 January 2018

—Z-N\F-A—H

1 January 2018

—Z-N\F-A—H

1 January 2019
—Z-NF-A-H

1 January 2019
—ZT-NF—-HR—H

To be determined

==

.
FRE
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(BR=AEHAN -

ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to

standards have been issued but are not yet effective for

the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

None of these is expected to have a significant effect

on the consolidated financial statements of the Group,

except the following set out below:

(i)

HKFRS 9 “Financial instruments”

The new standard addresses the classification,
measurement and derecognition of financial assets
and financial liabilities, introduces new rules for
hedge accounting and a new impairment model for
financial assets.

The Group has undertook a preliminary assessment
of the classification and measurement of financial
assets, debt instruments currently classified as
available-for-sale (“AFS”) financial assets would
appear to satisfy the conditions for classification as
at fair value through other comprehensive income
(“FVOCI”) and hence there will be no change to
the accounting for these assets. A FVOCI election
is available for the equity instruments which are
currently classified as AFS under historical cost
convention.

For the other financial assets held by the Group,
the Group does not expect the new guidance to
have a significant impact on the classification and
measurement of its financial assets.
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Notes to the Condensed Consolidated Interim Financial Information (continued)

(Al amounts in RMB thousands unless otherwise stated)

3  ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to

standards have been issued but are not yet effective for
the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

(i)

HKFRS 9 “Financial instruments” (continued)

There will be no impact on the Group’s accounting
for financial liabilities, as the new requirements
only affect the accounting for financial liabilities
that are designated at fair value through profit
or loss which are not relevant to the Group. The
derecognition rules have been transferred from
HKAS 39 “Financial Instruments: Recognition and
Measurement” and have not been changed.

The new hedge accounting rules will align the
accounting for hedging instruments more closely
with the Group’s risk management practices. As
a general rule, more hedge relationships might
be eligible for hedge accounting, as the standard
introduces a more principles-based approach.
The Group does not have any eligible hedge
instruments. Therefore, the Group does not expect
any impact on the new hedge accounting.

FE B & O Fh 5 B 35 B o ()

(Br=EHEBHN - AESRAAARE T T RERL)
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(Br=H A

ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to
standards have been issued but are not yet effective for
the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

(i)

HKFRS 9 “Financial instruments” (continued)

The new impairment model requires the
recognition of impairment provisions based on
expected credit losses rather than only incurred
credit losses as is the case under HKAS 39. It
applies to financial assets classified at amortised
cost, debt instruments measured at FVOCI,
contract assets under HKFRS 15 “Revenue from
Contracts with Customers”, lease receivables,
loan commitments and certain financial guarantee
contracts. The Group is still assessing the actual
impact affected by the new model, it may result in
an earlier recognition of credit losses for trade and
other receivables. But according to the preliminary
results, the financial impact is expected to be not
significant.

The new standard also introduces expanded
disclosure requirements and changes in
presentation. These are expected to change the
nature and extent of the Group’s disclosures about
its financial instruments particularly in the year of
the adoption of the new standard.

HKFRS 9 must be applied for financial years
commencing on or after 1 January 2018. Based on
the transitional provisions in the completed HKFRS
9, early adoption in phases was only permitted
for annual reporting periods beginning before 1
February 2015. After that date, the new rules must
be adopted in their entirety. The Group does not
intend to adopt HKFRS 9 before its mandatory
date.
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(Al amounts in RMB thousands unless otherwise stated)

3  ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to

standards have been issued but are not yet effective for

the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

(i)

HKFRS 15 “Revenue from contracts with
customers”

HKFRS 15 establishes a comprehensive
framework for determining when to recognise
revenue and how much revenue to recognise
through a 5-step approach. HKFRS 15 provides
specific guidance on capitalisation of contract
cost and licence arrangements. It also includes
a cohesive set of disclosure requirements about
the nature, amount, timing and uncertainty of
revenue and cash flows arising from the entity’s
contracts with customers. The core principle is
that a company should recognise revenue to
depict the transfer of promised goods or services
to the customer in an amount that reflects the
consideration to which the company expects
to be entitled in exchange for those goods or
services. HKFRS 15 replaces the previous revenue
standards: HKAS 18 “Revenue” and HKAS
11 “Construction Contracts” and the related
Interpretations on revenue recognition: HK (IFRIC)
18 “Customer Loyalty Programmes”, HK (IFRIC)
15 “Agreements for the Construction of Real
Estate”, HK (IFRIC) 18 “Transfers of Assets from
Customers” and HK (SIC)-31 “Revenue—Barter
Transactions Involving Advertising Services”.
HKFRS 15 is effective for first interim periods within
annual reporting periods beginning on or after 1
January 2018.
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3

ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to

standards have been issued but are not yet effective for

the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

(ii)

(iii)

HKFRS 15 “Revenue from contracts with
customers” (continued)

Management is currently assessing the effects
of applying the new standard on the Group’s
financial statements and has identified the revenue
from sales of services and revenue from sales of
properties that are likely to be affected.

HKFRS 15 is mandatory for financial years
commencing on or after 1 January 2018. At this
stage, the Group does not intend to adopt the
standard before its effective date.

HKFRS 16 “Leases”

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised on
the balance sheet, as the distinction between
operating and finance leases is removed. Under
the new standard, an asset (the right to use the
leased item) and a financial liability to pay rentals
are recognised. The only exceptions are short-
term and low-value leases.

The accounting for lessors will not significantly
change.
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3  ACCOUNTING POLICIES (continued)

(b)

The following new standards and amendments to

standards have been issued but are not yet effective for

the financial year beginning 1 January 2017 and have not
been early adopted: (continued)

(iii)

HKFRS 16 “Leases” (continued)

The standard will affect primarily the accounting for
Group’s operating leases. As at the reporting date,
the Group has non-cancellable operating lease
commitments. However, the Group has not yet
determined to what extent these commitments will
result in the recognition of an asset and a liability
for future payments and how this will affect the
Group’s profit and classification of cash flows.

Some of the commitments may be covered by the
exception for short-term and low-value leases and
some commitments may relate to arrangements
that will not qualify as leases under HKFRS 16.

The new standard is mandatory for first interim
periods within annual reporting periods beginning
on or after 1 January 2019. At this stage, the
Group does not intend to adopt the standard
before its effective date.
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4

ESTIMATES

The preparation of condensed consolidated interim financial
information requires management to make judgments,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from
these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgments made by management in
applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
December 2016.

FINANCIAL RISK MANAGEMENT

5.1  Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk.

The condensed consolidated interim financial
information do not include all financial risk management
information and disclosures required in the annual
financial statements, and should be read in conjunction
with the Group’s annual financial statements as at 31
December 2016.

There have been no material changes in the risk
management department or in any risk management
policies since year end.
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5  FINANCIAL RISK MANAGEMENT (continued) 5 BXRKBEE(E)
5.2  Liquidity risk 52 mBESER

TREAERZANIHEN
IR HAR 2 RABR AR 25 Bl &
AEESRBEETON - K
TRENSBEEOEN KRR

The table below analyses the Group’s financial liabilities
into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual
maturity date. The amounts disclosed in the table are the

contractual undiscounted cash flows.

=}
fﬁjﬁmbi °©

Lessthan Between1  Between2 Over
1year and2years and5years 5years Total
At 30 June 2017 RZB-tEXA=TH 18 12268 2B5F  SENE At
Borrowings faat 1199863 139500 100,000 - 1,439,363
Interests payable on borrowings [EFERTIE 15,190 6,626 4,685 - 26,501
Trade payables ERESER 2820709 159,766 - - 2980475
Other payables EHERER 576,455 - - - 516455
Amounts due to related parties BT TE 31,149 - - 51,859 83,008
Finance lease liabilfes PEANERR - 353618 - - 353618
Interest payments on finance lease liabiities HARERBNFIENT 2397 9,580 - - 31,017
Derivative financial instruments fTEeRIA 19,591 - - - 19,591
Guarantee for bank borowings of athird party ~ A—ZE= AR TETHAER 10,960 - - - 10,960
4,696,254 669,090 104,685 51,859 5,521,888

lessthan  Between1  Between?2 QOver
Tyear and2years and5years 5 years Total
At 31 December 2016 RZE-RETZA=1-H 18 1226 235 SENE adt
Borrowings & 1,134,507 - 28500 - 1381007
Interests payable on borrowings EHERTE 43,687 11,709 11,548 - 66,944
Tradle payables ERESER 5425323 - - - 5425323
Other payables EHERER 479273 - - VIR
Amounts due to related parties ERER AR 27,266 - - 51,859 79,125
Finance lease liabilfes PANERR 551302 603761 - - 1,155,153
Interest payments on finance lease liabiities HARERBNFIENT 40,563 34,301 - - 74,864
Derivative financial instruments ik 15,669 - - - 15,669
Guarantee for bank borowings of athird party B4 E=FHBAETHERR 10,960 - - - 10,960
7728640 649,771 258,048 51859 8688318
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5  FINANCIAL RISK MANAGEMENT (continued) 5 HREKBRERE)
5.3 Fair value estimation 5.3 AREEME
The table below analyses financial instruments carried at TREBHEEDMEARE
fair value, by valuation method. The different levels have Bt EmESRIT A - TAEE&R
been defined as follows: RELT :
o Quoted prices (unadjusted) in active markets for e (HREESBERGERM
identical assets or liabilities (level 1). BB (REAE) (F—
) o
e Inputs other than quoted prices included within e RBRBEBERE-—RHOME
level 1 that are observable for the asset or liability, g BESBEOAER
either directly (that is, as prices) or indirectly (that is, B (BB ) sk (BN
derived from prices) (level 2). REERE)WMAER(E
=) e
e Inputs for the asset or liability that are not based o WIHREBAIBETISER
on observable market data (that is, unobservable MEENEEXABBENER
inputs) (level 3). AE R (BN~ A] BAER /9 85

ABR)(E=A) -

The following table presents the Group’s financial assets TERE2AEBREEHIZEA
and liabilities that are measured at fair value as at the A BEFEZSRMEEN A
balance sheet dates: & :

Level 1 Level 2 Level 3 Total

5% Lt B=R st

At 30 June 2017 R=ZB-tFXA=TtH
Assets BE
Financial assets at fair value BAnEBEEEEEY

through profit or loss FABRERCEREE

- Financial investment products ~ — & Bl EE R - - 307,35 307,135
Avallable-for-sale financial assets A/t HHELREE

- Debt securities (Note 10) —EBEHHEF10) 124,866 - - 124,866
Derivative financial instruments ~ $T£ 2B T A

- Trading derivatives -BEMETIR 2,690 - - 2,690

127,556 - 307,135 434,691

Liabilities af

Derivative financial instruments T4 ¢ & LA
— Trading derivatives -BETETR 14,138 5,453 - 19,591
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Notes to the Condensed Consolidated Interim Financial Information (continued)

(Al amounts in RMB thousands unless otherwise stated)

FINANCIAL RISK MANAGEMENT (continued)

5.3 Fair value estimation (continued)

At 31 December 2016 RZE-—A"E+ZA=1—-H

Assets BE
Financial assets at fair value RAREEGFEAHE
through profit or loss TAERERCSREE
-~ Money market funds -BE¥MmEEE
- Financial investment products ~ — 4 &R EER
Avallable-for-sale financial assets Al ESREE
- Debt securities (Note 10) —EBESFMZ10)
Derivative financial instruments ~ $T££ BT A
- Trading derivatives -BEMETA
Liabilities &
Derivative financial instruments ~ $T£4£ BT A
- Trading derivatives -BEMETIA

During the six months ended 30 June 2017 and 2016,
there were no transfers among levels of the fair value
hierarchy used in measuring the fair value of financial
instruments, and also no changes in the classification of
financial assets as a result of a change in the purpose or
use of those assets.

5.3.1 Fair value measurements using quoted prices
(Level 1)

The Group’s debt securities investments, classified
as level 1 financial assets, are investments in
debentures with fixed interest ranging from
3.250% to 8.125% and maturity date between
November 2018 and June 2021. The fair values
are determined based on the quoted market prices
at the balance sheet date (Note 10).

FE B & O Fh 5 B 35 B o ()

(Br=EHEBHN - AESRAAARE T T RERL)

5 HERKRERE)
5.3 RrEEM (&)
Level 1 Level 2 Level 3 Total
F— B/ E=MH et
214,658 - - 214,658
- - 172,800 172,800
149,950 - - 149,950
- 6,220 - 6,220
364,608 6,220 172,800 543,628
12,995 2,674 - 15,669

BE_Z—tFR-_FT—KHF
NA=+THLEREAR £
TRARABEFEMERAR
EBEEERAEAREELER B
MERNEFZEFEERMNIA
BEMRETREENDHE -

531 XKAREFEAAEE
(F—#)

AEENEBELRE
(PEAE—HomE
E) RN F3.250% =
8.125% K & & F| E &1 B
FEREBNTF_ZE—N\F
+—AE=ZF=—F A
MEBEREZRE - RAE
EIREE R mEE
7 (BisE10) o
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5  FINANCIAL RISK MANAGEMENT (continued) 5 BRREKRER(EZ)
5.3  Fair value estimation (continued) 5.3 RABEME)

5.3.1 Fair value measurements using quoted prices 531K AREFEAAEE

(Level 1) (continued)

The Group’s derivative financial instruments,
classified as level 1 financial assets, are the metal
futures and iron ore swap contracts entered into
by the Group and certain financial institutions. The
fair values are determined based on the prices on
the Shanghai Futures Exchange and the Singapore
Futures Exchange at the balance sheet date.

The Group’s derivative financial instruments,
classified as level 1 financial liabilities, are the coke,
iron ore and rebar futures contracts entered into by
the Group and certain financial institutions. The fair
values of the futures are determined based on the
prices on the Shanghai Futures Exchange at the
balance sheet date.

5.3.2 Valuation techniques used to derive fair

values (Level 2)

The Group’s derivative financial instruments,
classified as level 2 financial liabilities, are the
foreign currency forward contracts entered into
by the Group and certain financial institutions. The
fair values are determined using forward exchange
rates at the balance sheet date, with the resulting
value discounted back to present value.

The foreign exchange forward contracts as
at 30 June 2017 comprised contracts with
notional principal amounts totaling USD36 million
(equivalent to approximately RMB245 million).
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FINANCIAL RISK MANAGEMENT (continued) 5 MEREBEREE)
5.3 Fair value estimation (continued) 5.3 ARBEME)
5.3.3 Fair value measurements using significant 5.3.3F FAE AT OB =i AE
unobservable inputs (Level 3) B2RARAEBEFE(E=
&)
The Group’s financial investment products, AREBERREER (D
classified as level 3 financial assets are issued BAFE=-REMEE)H
by fund companies and banks. Buyers of these ESRAIRIBITET © %
products entrust them to make investment mainly EERZEREFAETE
in money market or bond market. Principals and BREEMmGNRESTIS
returns of such products are not guaranteed. EITRE - ZEEMBAR
These products cannot be traded but can only be e REIHDZER Z
redeemed from the issuing institutions. The fair EEMNAIRS  BEFA
values are determined using discounted cash flow REEITHIEER - AR B
model, the main inputs are the expected vield rates ENFERRRESREE
which are an unobservable data. ANETE  FERABIER
FEEHEmE (T AEBEH
B®) o
Quantitative information about fair value AREEFTERANIE
measurements using significant unobservable T EBRE AR (E=
inputs (Level 3) F)zEEER
Range
Fair value at Valuation Unobservable (weighted
30 June 2017 Technique input average)
R-ZF—tF
ANB=1H TRIERER #i[E]
AN TR HERD BAZE (hn#EF)
Financial investment 307,135 Discounted Expected 0%-6.8% (3.4%)
product invested both cash flow yield rate
in money market and
bond market
WEREE NS RESFTS BRIRIRE M a4
ZERIREER henes




Notes to the Condensed Consolidated Interim Financial Information (continued)
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6 SALES 6

The Group is principally engaged in the manufacture and sale
of iron and steel products, trading of steel products and iron
ore and real estate business. Sales recognised for the six
months ended 30 June 2017 and 2016 were as follows:

Sales: SHERE ¢
— Strips and strip products — 75 8] e 7 8l A E
— H-section steel products —H AV E @
- Rebar — SR A ]
— Billets — iR
—Iron ore —EEA
— Real estate —EHhE
— Sheet piling — iR A
— Cold rolled sheets and — RELR R SE AR
galvanised sheets
— Others —EAftb

China Oriental Group Company Limited *[55 5 4 Fl #5545 BR A 5

HER

AEETERENERBERHAE
2 ABERRARAESURE
HWELH HE-FT-—+ER-T
—AREAASTRILABABER
BEEENT :

Six months ended 30 June
BZEXA=1+HIXEA

2017 2016
—E—+tF —EREF
Unaudited Unaudited

RBEZ RSEZ
6,177,850 3,859,121
4,869,667 2,989,822
3,102,441 1,734,498
2,034,032 1,025,294
1,209,975 836,462

901,437 57,745
820,060 262,326
650,025 347,942
475,014 337,955
20,240,501 11,451,165




Notes to the Condensed Consolidated Interim Financial Information (continued)
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SEGMENT INFORMATION

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

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

(i) Iron and steel — Manufacture and sale of iron and steel
products, and trading of steel products and iron ore; and

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

The chief decision-maker assesses the performance of the
operating segments based on a measure of revenue and
operating profit. This measurement is consistent with that in
the consolidated financial statements for the year ended 31
December 2016.

7 RPE R

BERRARRACERRASEREMARN
TEFLEREEENERZE
g HEARAZNAKEN AR
HBEMEFERERBERDEER

BEZEHmE  BEAEANDE
AEZREEHK NHEAE  BF
R AL & B E S SR K
I o

() WE-RERFHEWHER
mMEEMNMEABEBAES M
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Notes to the Condensed Consolidated Interim Financial Information (continued)
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7

SEGMENT INFORMATION (continued)

The segment information provided to the chief decision-maker
for the reportable segments for the period was as follows:

Revenue

Segment results:
Operating profit

Finance (costs)/income - net
Share of results of associates

Profit before income tax
Income tax expense

Profit for the period

Other profit or loss items
Depreciation and amortisation

Capital expenditure

China Oriental Group Company Limited 555 4 Fl #5545 BR A 5

KA

pES
el

817 (RK) /A — %8

EiEBENAIRE

BRERIS AT R
FEHER

Elail

HitR#EA
FEREH

BARX

(BEEEBI - AESEHAARE T TRERL)

7 DWER(E)

REAREDMEHRTERREA
MDA

Six months ended 30 June 2017
BE-E—tEAA=ZTHLEAER

Iron and steel Real estate Total
i EiE Foh
Unaudited
RBER
19,339,064 901,437 20,240,501
2,417,425 112,193 2,529,618
(4,498) 