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BREE

FINANCIAL SUMMARY BEREE
2008 2009 2010
“ZEENF “EENF 2=

(RMB milion) ~ (RMB milion)  (RMB million)
(AREBERL) (AREEET) (AREBER)

Revenue WA 19,388 20,589 30,136
Gross Profit EF 517 2,006 2,055
EBITDA' MBAED - FRFRA -
e KB HATER 754 2,263 2,647

Profit before income tax BRSBTS A 114 1,314 1,613
Profit for the year FE G 43 972 1,185
Profit attributable to equity holders of RArEwFEE AEG RN

the Company 44 884 1,063
Basic earnings per Share (RMB) BRERNRE(ARET) 0.02 0.30 0.36
Net Assets FEEE 6,490 7,461 8,520
Total Assets REE 14,136 15,189 20,742
Net Assets value per Share BRFEEB(RIEE

(excluding non-controlling interests) il ERER) 2.14 245 2.75

1 The Company defines EBITDA as profit for the year before finance 1 ARARIEHIBRATSH - BIRFERA ~ 7

costs-net, amortisation of intangible assets, amortisation of E R EIE M A E R ARNRIM G

leasehold land and land use rights, income tax expenses and BRA - EREEEN  HETH R

depreciation. FRAEENE  EHERRITER F

S5 o
Revenue Profit Attributable to
WA Equity Holders of the Company
AR REREZFE AELRR
RMB million RMB million
ARBEET AREBETT
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SELLING PRICE AND GROSS PROFIT/(LOSS) PER TONNE

Selling Price per Tonne EuEtHEE

Gross Profit/(Loss) per Tonne BWEHN,(FEH)
H-section steel products H 7Y 3§ 2 G
Strips and strip products A5 N S AR EE o
Billets SR
Cold rolled sheets and RBLR R SE AR

galvanised sheets
Combined o)

Selling Price per Tonne

BHHEE
RMB
AR¥ETT
5,000 - C o T oo oo oo osoooooooo oo
4,273
AQEY ~ == -~ @////// fffffffffffffffff A3
N 2,962 M
3000 -~ - « fffffff «7 fffffff //)/)/// ffffff
) ) )
2000 = ===~ S ) R ¢
1,000 -~~~ - J------- ) ------ - -----
2008 2009 2010
—EEN\F —ETNF —T—TF

BHWEEERER(EH)

2008 2009 2010
ZETN\F —TENF —T-TF
(RMB) (RMB) (RMB)
(AR¥T) (AR¥T) (AR®T)
4,273 2,962 3,493
252 285 265
99 342 255
(10) 242 182
49 2 195
114 289 239
Gross Profit per Tonne
=1 SR
RMB
AR®TT
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SALES VOLUME BY PRODUCTS

H-section steel products

Strips and strip products

Billets

Cold rolled sheets and
galvanised sheets

Combined
22.2%
2008
AT —mEAf

27.0%

B RS

REGEERES 2HE
2008 2009 2010
ZETN\F ZETNEF —T-TF
('000 ('000 (000
tonnes) tonnes) tonnes)
(Fmg) (Fmg) (Fma)
H 7 i 2 o 1,225 2,460 2,595
A5 K A S ke EE 2,061 2,861 3,580
SR 1,007 1,341 2,001
RELIR K 3% R
241 286 452
ZE 4,534 6,948 8,628
Sales Volume by Products
RERERISZHE
45.5% 19.3% 41.2% 232%
/ / }’ 41.5%
5.2% \ 7
4.1%
\
2009 2010
“EBAF —EBF

30.1%

35.4%~

[ ] H-section steel products H %! 8 2 &

| ] strips and strip products % i % % $0 %8 2= &

[ Billets 3%

| ] Cold rolled sheets and galvanised sheets /% L 4R % §¥ 8% 1}
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BOARD OF DIRECTORS

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

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Jean-Paul Georges Schuler
(resigned on 24 February 2011)

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

COMPOSITION OF BOARD COMMITTEE

AUDIT COMMITTEE

Mr. Wong Man Chung, Francis (Chairman)
Mr. Gao Qingju

Mr. Yu Tung Ho

REMUNERATION COMMITTEE
Mr. Han Jingyuan (Chairman)

Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

AUTHORISED REPRESENTATIVE

Mr. Liu Lei (resigned on 14 January 2071)
Mr. Zhu Hao (appointed on 14 January 2011)
Mr. Au Yeung Siu Kei

COMPANY SECRETARY
Mr. Au Yeung Siu Kei
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REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM11

Bermuda

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Suites 901-2 & 10, 9th floor, Great Eagle Centre

23 Harbour Road

Wanchai, Hong Kong

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

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

AUDITOR
PricewaterhouseCoopers

COMPANY’S WEBSITE
www.chinaorientalgroup.com

PRINCIPAL BANKERS
Agricultural Bank of China
Bank of China

China Construction Bank
China Merchants Bank
China Minsheng Bank
HSBC

ICBC (Asia)
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The Group reported a satisfactory
growth in its sales and results for 2010
as compared with that of 2009.

AEBR-Z-FFHERERL
“ETNFRBIEANER

MANAGEMENT DISCUSSION AND ANALYSIS
REVIEW OF YEAR 2010
OPERATING ENVIRONMENT

The global economy gradually recovered from the financial tsunami
and continued to sustain a positive growth momentum in 2010. In
the PRC, the government accelerated the approval process and
construction progress of infrastructure projects and social housing,
leading to a surge in fixed asset investment in 2010, which in turn
drove demand for steel in the domestic market.

Steel prices in the PRC fluctuated drastically in 2010. Steel prices
peaked in March 2010 and then began to drop by mid-April 2010
and began to stabilize in the fourth quarter of 2010 due to reduction
in excess supply. The improved supply-demand balance was
attributable to a decrease in steel production volume in China as
a result of the State’s introduction of energy saving and emission
reduction measures in the fourth quarter of 2010.

During the year of 2010, the price of raw materials used in iron and
steel production, including iron ore, coke and coal as fuel, rose;
however, apart from the price of iron ore, which rose higher than
expected, the average price of other raw materials increased within
the range of the Group’s expectations. The fluctuation in the price of
raw materials had, to some extent, exerted pressure on the Group’s
overall production costs.

—F-EERRKBEFRFERRTOHE
g ZEMAHERARNGEE - BRE
BT ANRERIA B MREE ERZRNE
HhEITEE S -_T-—TFRAETE
ERERE MR - HEE ARSI E
SKEF

BAMMEBR T —TFKET AR
RK - HMEER S —FF=ANFH
ERSH IR _FT-TFMARRNG
Tk - EEMHRPEZWET - W E
BRR-_Z-ZFEOFTEHRORB - X
BER-_ZE-TFEMFE R
BRERTE ZENRMESRD -
LS E m RIS AF B Rk o

“E-TFFERANEEENRTE
B @EA - BIK  UERERBNE
REDERAIE  BEELNERA
IEE S TRHSN - E AR R T E R
THEHEAERENTRRAZA - R EHE
1R B0 R B S 7N 5% [ ) B RS A EE K AN HE K
—TEMEN e
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REVIEW OF OPERATION

During the year of 2010, the Group’s management paid close
attention to the iron ore and coke markets and closely monitored
its inventory level by having regular meetings with its production
and purchasing departments, in order to adopt flexible operational
strategies to cope with the changes in the iron ore and coke market.

The Group’s management had proactively responded to a
challenging business environment. Through a stringent cost control
mechanism (including setting energy saving and consumption
reduction targets in various parts of the production process, as
well as enforcing supervision of its expenditure budget), closely
monitoring the cyclic changes in the market and adjusting the
product mix accordingly, the Group fully utilized its resources and
maintained profitability as well as the competitive advantages of the
Company.

8 China Oriental Group Company Limited 5 5 5 42 ¥ i A R A
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REVIEW OF OPERATION (continued)

In September 2010, the PRC government imposed strict energy
consumption restrictions and steel production volume control on
high energy consumption industries. The Group’s production base in
Tangshan city was also subject to the restrictions under the relevant
policies of Hebei Province, the PRC. In order to maintain its overall
operational efficiency, the Group adjusted its product mix. During
the restriction period, the Group made use of the existing situation
to overhaul part of the production facilities and the H-section steel
production lines. Such an arrangement had enabled the Group to
attain the optimal balance between production efficiency and energy
saving. The State’s power cuts and emission reduction measures
had a minor impact on the Group’s production. Such restrictions
ended at the end of 2010, and all the production lines of the Group
resumed full operations in early 2011. The Group’s overall operating
results and profitability in 2010 still improved as compared with that
of the previous year.

In order to ensure sufficient capital to support its sustainable
development, the Group issued 8% senior notes in the aggregate
principal amount of US$550 million and 7% senior notes in the
aggregate principal amount of US$300 million in August 2010 and
November 2010 respectively. The proceeds will be used for potential
acquisitions of steel mills in China, continuous improvement capital
expenditure projects at the Group’s current production facilities,
potential investments in iron ore assets, general corporate purposes
and refinancing the outstanding short-term debts in the PRC. In
addition, the issue of the senior notes increased the Group’s flexibility
in deploying its capital for further development.

BUSINESS REVIEW

During the year of 2010, the sales volume of H-section steel
products, strips and strip products, billets, and cold rolled sheets
and galvanized sheets reached 2,595,000 tonnes, 3,580,000
tonnes, 2,001,000 tonnes and 452,000 tonnes respectively.
Revenue of the Group amounted to RMB 30,136 million (2009: RMB
20,589 million), representing an increase of 46.4% when compared
to that of the previous year. The increase in revenue was due to
an increase in sales volume from 6,948,000 tonnes in 2009 to
8,628,000 tonnes in 2010, as well as a rise of approximately 17.9%
in the average selling price of the Group’s products in 2010.
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BUSINESS REVIEW (continued)

During the year of 2010, in response to the rising costs of raw
material, the Group took proactive measures to control and reduce
costs, and also enhanced operational efficiency. This enabled the
Group to maintain a gross profit margin of 6.8%.

The audited profit before tax and profit attributable to equity
holders of the Company for 2010 were RMB 1,613 million and
RMB 1,063 million respectively, representing increases of 22.8% and
20.2% respectively when compared with those of the previous year.

Located in Qianxi, Tangshan city, Hebei Province, the PRC, Hebei
Jinxi Iron and Steel Group Company Limited (“Jinxi Limited”) — the
Group’s main production base, ranked first in China in terms of
production and sales volume and export volume of H-section steel
products for the second consecutive year. During the year of 2010,
the sales volume of H-section steel products of Jinxi Limited was
2,595,000 tonnes.
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BUSINESS REVIEW (continued)

With the production assets acquired from Tangshan Fengrun Qu
Hengfeng Iron and Steel Company Limited and the production
facilities leased from Qianxi County Jinxi Wan Tong Ductile Iron Pipe
Co., Ltd. in the prior year, the Group’s current overall production
capacity of crude steel reaches 11 million tonnes per annum.

During the year of 2010, Hebei Jinxi Iron and Steel Group Zhengda
Iron and Steel Co., Ltd. (“Zhengda Iron and Steel”) solidified its
market position through adjusting its high value added product mix
as well as strengthening the before and after sales service. The
Group worked on upgrading the production facilities of Zhengda
Iron and Steel with the target to reduce energy consumption and
emission during the year of 2010. The Group also planned to raise
the electricity self-sufficiency rate of Zhengda Iron and Steel and to
further raise its power generation capacity. This will be beneficial to
lifting the operating efficiency of Zhengda Iron and Steel in the future.
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BUSINESS REVIEW (continued)

Foshan Jin Xi Jin Lan Cold Rolled Sheet Co., Ltd. (“Jinxi Jinlan”)
proactively enhanced its overall product quality, broadened its
product variety and market share during the year of 2010. Jinxi
Jinlan also improved its management and enhanced its operational
efficiency, which resulted in a resumption of profitability in 2010. Jinxi
Jinlan’s overall sales volume for the year reached 452,000 tonnes.
During the year of 2010, Jinxi Jinlan continued to focus on research
and development in order to produce value added premium steel
products that have wide applications in the home appliance markets.
These products will help Jinxi Jinlan further enhance its presence in
the Pearl River Delta Region and ensure economic benefits.

During the first half of 2010, the Group purchased a piece of land
located in Tangshan city, Hebei Province, the PRC, as a property
development project. The project, named “Donghu Bay”, has a
gross floor area of 310,000 sgq m. The Group began phase one
construction of the project with construction area at commencement
of 114,000 sq m during the year of 2010. The sales centre of the
project was completed during the year of 2010 and was ready to
carry out pre-sales activities.

In the second half of 2010, the Group acquired 10% equity
interests in Tangshan Caofeidian Mining Port Limited. The
acquisition will provide a logistics channel for the importation of
iron ore to and transportation of the Group, which will reduce the
Group’s transportation and depot costs and further enhance its
competitiveness in China’s iron and steel market.

During the year of 2010, the Group actively explored new
businesses to broaden its source of revenue, including the potential
development of a scrap recycling business and vertical integration
in iron and steel production. The proposed scrap recycling
business will create substantial synergistic benefits for the Group.
At present, large-scale scrap recycling business in China are still
at an initial stage of development due to the lack of availability of
automotive grade scrap on a major commercial scale. In line with
the environmental policies promoted by the State, the relevant
business will enable the Group to broaden its scope of business and
diversify its existing product portfolio while meeting all environmental
compliance standards.

12 China Oriental Group Company Limited H 5 5 7 £ [l 7% it 45 B A 7]
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STRENGTHEN STRATEGIC COOPERATION WITH
ARCELORMITTAL

Since ArcelorMittal, the world’s largest steelmaker and a major
multinational conglomerate, became the Group's strategic
shareholder, it has continued to render support to the Group with
respect to production technology and professional management.

Apart from participating in major decision making and formulating
strategic direction for the Company at board meetings and
management committee meetings, representatives of ArcelorMittal
also helped the Group in strengthening investor relations and
enhancing communication with multinational institutional investors,
thereby further boosting the capital market’s confidence in the
Company.

During the year of 2010, technicians from ArcelorMittal visited the
Group’s production facilities on a regular basis to offer professional
advice and technical support regarding production management and
quality enhancement of the Group’s products.
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BUSINESS OPERATION EERBR

Sales Volume HES

In 2010, the Group’s total sales volume was 8,628,000 tonnes —E-EFAREEBIEEER8,628,000
(2009: 6,948,000 tonnes), representing an increase of approximately WE( —ZEZTNE : 6,948,000HF) » EF+4Y
24.2%. 24.2% °

The Group’s sales volume breakdown during the year was as NEBREBAEEHEESWOT -
follows:

2010 2009
—E-ZF “ETNE
Changes in
Sales volume Sales volume Sales volume
HEER HESE HEEZ(
('000 tonnes) (000 tonnes)
(FH) (Fig)
H-section steel products HAVE & 2,595 30.1% 2,460 35.4% 5.5%
Strips and strip products i &SR E 3,580 41.5% 2,861 41.2% 25.1%
Billets #E 2,001 23.2% 1,341 19.3% 49.2%
Cold rolled sheets and RERRSEFAR
galvanised sheets 452 5.2% 286 4.1% 58.0%
Total G 8,628 100% 6,948 100.0% 24.2%

During the year of 2010, the Group’s production capacity steadily RZZ—ZFFEAN - AEBERBAI
increased to 11 million tonnes per annum through leveraging internal ZENMINDHEEERE  RFEER
potential and leasing production facilities from external parties in FRAZE1,100EM © LUmETIHEER
order to cater to the market’s growing demand for its products. B EFEREK o
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BUSINESS OPERATION (continued)

Revenue

Revenues of the Group in 2010 was RMB 30,136 million (2009: RMB
20,589 million), representing an increase of approximately 46.4%.

The Group’s sales breakdown and average selling price by product
(excluding value added tax) during the year were as follows:

2010
—B-BF
Average
selling
Revenue price
¥4
HER HEEE

EEBRE

TN

HE

EH

T EEAEBAHEEREAARE
301.36 BL(ZZEZNEF : AR¥205.89
BIT) » HR446.4% °

AEEBRERFEHERR TS EED
ZFHERFEEBWT ¢

2009 Changes
“ETNF 414
Average Average
selling selling
Revenue price Revenue price
4 4

HER  HEEE HER  HEEE

(RMB million) (RMB/tonne) (RMB million) (RMB/tonne)

(AR® (AR¥1z/

(AE% (AR%T/

BET) ) BET) M)

H-section steel products HAYSHZE 9,100 3,507 7,405 3,011 22.9% 16.5%
Strips and strip products ol A AR E T 12,385 3,459 8,406 2,938 47.3% 17.7%
Billets S 6,604 3,301 3,624 2,703 82.2% 22.1%
Cold rolled sheets and IRBLIR R SEEEAR

galvanised sheets 2,047 4,521 1,142 3,990 79.2% 13.3%
Others Hiy - - 12 - (100.0%) =
Total/combined VA 30,136 3,493 20,589 2,962 46.4% 17.9%

The increase in revenue was primarily due to an increase in the
sales volume of the Group’s products and an increase in its average
selling price by 17.9% to RMB 3,493 per tonne in 2010 from RMB
2,962 per tonne in 2009. Increase in the sales volume and average
selling price of the Group’s products was mainly attributable to
rising demand driven by the continued improvement in economic
conditions in the PRC in 2010 as compared to 2009.

HERE AT ZARNAEEERNEE
ELFARFHHEEEER_STNFHN
HWAREK2962 T EA17.9% E—F—
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BUSINESS OPERATION (continued)
Cost of Sales and Gross Profit
The audited consolidated gross profit of the Group in 2010 was RMB

2,055 million (2009: RMB 2,006 million), representing an increase of
2.4%. Gross profit margin was approximately 6.8% (2009: 9.7 %).

Average cost per tonne, gross profit per tonne and gross profit
margin of the Group during the year were as follows:

EEBR

BNSEY

T -EFAEENKEREEENA
ARB055ET(ZETNE : AR
200612 C) ' EHA24% - EFEX AL
6.8% (ZZTTNF : 9.7%) °

AEE NG BEEESE TR - S
EFIREFEMT :

2010 2009
—E2-%2F% —EENF
Gross Gross Gross Gross
Average profit profit Average profit profit
unitcost  per tonne margin unit cost per tonne margin
BAEE BMEF ERZE  KAEE  SEET EME
(RMB/tonne) (RMB) (RMB/tonne) (RmMB)
(AR¥7/ (AR%71) (ARET/ (AR®T)
) )
H-section steel products HA 2 m 3,242 265 7.5% 2,726 285 9.5%
Strips and strip products Wil R R E m 3,204 255 7.4% 2,59 342 11.6%
Billets SR 3,119 182 5.4% 2,461 242 9.0%
Cold rolled sheets and RELIR RS EEAR
galvanised sheets 4,326 195 4.3% 3,988 2 0.1%
Total CEH 3,254 239 6.8% 2,678 289 9.7%

The gross profit per tonne of the Group’s products in 2010 was RMB
239, representing a decrease of approximately 17.3% as compared
to the gross profit per tonne in 2009. Gross profit margin decreased
10 6.8% in 2010 from 9.7% in 2009. Decrease in gross profit margin
was primarily due to increase in raw material price and the decrease
in selling prices on account of weaker market demand in the second
half of 2010.
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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 31 December 2010, the Group had unutilised banking facilities
of approximately RMB 4.8 billion (2009: RMB 4.7 billion).

As at 31 December 2010, the current ratio of the Group,
representing current assets divided by current liabilities, was 2.0
(2009: 1.0) and the gearing ratio, representing total liabilities divided
by total assets, was 58.9% (2009: 50.9%).

As at 31 December 2010, the cash and cash equivalents of the
Group amounted to RMB 2,223 million (2009: RMB 644 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 Structure

As at 31 December 2010, most of the borrowings of the Group bore
fixed interest rates and the Group’s exposure to changes in market
interest rates was limited. The Group did not use any derivatives
to hedge its exposure to interest rate risk for the years ended 31
December 2010 and 2009.

Moreover, most of the borrowings of the Group as at 31 December
2010 were non-current with maturity over 4 years.
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FINANCIAL REVIEW (continued)
Capital Structure (continued)

The Group monitors its capital on the basis of the debt-to-
capital ratio. This ratio is calculated as total debt divided by
total capitalisation. Total debt includes current and non-current
borrowings, finance lease obligations and borrowings from related
parties. The Group regards its non-current borrowings, non-current
portion of its finance lease obligations and borrowings from related
parties and its equity attributable to owners of the parent as its total
capitalisation. As at 31 December 2010, the debt-to-capital ratio of
the Group was 51.2% (2009: 41.2%).

The consolidated interest expenses and capitalised interests in 2010
amounted to RMB 308 million (2009: RMB 176 million). The interest
coverage (divide earnings before interests and taxes by total interest
expenses) was 5.7 times (2009: 8.0 times).

Capital Commitments

As at 31 December 2010, the Group had capital commitments of
RMB 1.98 hillion (2009: RMB 2.95 billion). It is estimated the capital
commitments will be financed by funds from the Group’s internal
resources and senior notes and the Directors will adjust the capital
commitments depending on the future strategy for development of
the Group.

Guarantees and Contingent Liabilities
As at 31 December 2010, the Group’s contingent liabilities

amounted to RMB 30 million (2009: RMB 30 million), which was the
provision of guarantee for bank borrowings in favour of a third party.
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FINANCIAL REVIEW (continued)

Pledge of Assets

As at 31 December 2010, the net book value of the Group’s
property, plant and equipment amounting to approximately RMB
175 million (2009: approximately RMB 1,463 million), land use rights
amounting to approximately RMB 23 million (2009: approximately
RMB 61 million), inventories amounting to approximately RMB
89 million (2009: approximately RMB 67 million), notes receivable
amounting to approximately RMB 55 million (2009: approximately
RMB 102 million) and restricted bank balances amounting to
approximately RMB 160 million (2009: approximately RMB 342
million) had been pledged as security for issuing notes payable of the
Group and the Group’s banking facilities.

Exchange Risks

The Group’s foreign exchange risk primarily arises from the Group’s
importing and exporting activities and the Group’s senior notes
which are denominated in USD. However, as the Group mainly
operates in the PRC with most of the transactions denominated
and settled in RMB, it is believed that the Group does not expose to
significant foreign exchange risks and the Group has not used any
derivatives to hedge its exposure to foreign exchange risk for the
years ended 31 December 2010 and 2009.

Dividends

The Board proposed a final dividend of 10.7 HK cents per
ordinary share for the year ended 31 December 2010 amounting
to approximately HK$ 313 million (approximate to RMB 267
million) subject to the approval of the Company’s shareholders
at the forthcoming annual general meeting of the Company
(the “Annual General Meeting”) on 16 May 2011. The proposed
final dividend, if approved by the Company’s shareholders at
the Annual General Meeting, will be paid on or before 30 June
2011 to those Company’s shareholders whose names appear
on the register of members of the Company on Monday,
16 May 2011.
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FINANCIAL REVIEW (continued)

Post Balance Sheet Events

Saved as disclosed in this report of the Group, there are no events
to cause material impact on the Group from the balance sheet date
to the date of this report.

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 31 December 2010, the Group had a workforce of
approximately 13,000 and temporary staff of approximately 3,000.
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. Effective from July 2008,
the Group implemented a workers’ injury insurance scheme and
contributed 1.5% of the workers’ wages to the Social Insurance
Bureau. 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.

ACCREDITATION FOR THE COMPANY AND ITS
MANAGEMENT

The Group was named “2010 China Quality and Credible Enterprise”
by the market research center of The China Association of Quality
Promotion in March 2010. Also, in September 2010, the Group was
named a “Trustworthy Enterprise in Hebei Province” by the selection
committee.

Mr. Han Jingyuan, the Chairman of the Company, had been named
“Outstanding Green Entrepreneur” by the magazine, Environmental
Protection, in April 2010 for his dedication to promoting
environmental practices.
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DIVIDEND POLICY

The Company plans to distribute not less than 20% of the Group’s
distributable profit as dividend after its listing. However, the actual
amount of dividend and as a percentage to profit will be at the
discretion of the Board and will depend upon the Company’s future
operation and earnings, capital requirement and surplus, general
financial condition, contractual restrictions, and other factors that the
Board considers relevant. In addition, pursuant to the relevant PRC
laws, the distributable profit of the PRC respective subsidiaries of the
Company should not be higher than its net profit, after appropriation
to the statutory reserve as determined by the generally accepted
accounting principles in the PRC.

INVESTOR RELATIONS

The Company maintained close contact with its investors during the
year of 2010. The Company not only made timely disclosures of the
Company’s information through the website of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and press release for
increasing the transparency of the Company, but also held regular
meetings with investors, updating them on the Group’s business
development and industrial trend. In addition, members of the senior
management of ArcelorMittal who were appointed as Directors of
the Company actively participated in investor relations activities and,
together with other members of the Group’s management, attended
investors’ seminars, as well as one-to-one analyst meeting.

In 2010, the Group actively participated in large-scale investment
promotion seminars organized by major investment banks,
enhancing investors’ understanding and confidence in the
Company. Also, the Group arranged factory tours for the investors
to visit to Foshan Jinxi Jinlan plant and Tangshan Qianxi production
bases of the Group in the PRC.

All such activities helped to promote investors’ understanding of the
Group while allowing us to understand more about the opinions and
expectations of investors. In future, the Group will further its effort to
maintain close contact and effective interactive communication with
investors.
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FUTURE PROSPECTS

Steel demand is expected to be fueled by the commencement of
the Twelfth Five-year Plan of the PRC government, the development
of Northwest China and the revitalization of Northeast China’s
traditional industrial base. In addition, the escalated development
of alternative sources of energy, cutting-edge industrial machinery/
equipment, Euro3 standard compliant automobiles as well as a
renewed focus on environmental protection and energy saving
measures by the State will increase steel consumption. Moreover,
the accelerated construction of high-speed railway will bring
business opportunities for the Group’s H-section steel which is used
in steel poles supporting overhead contact wires for high speed
railway lines.

The economic environment in 2011 will remain complicated and
volatile. Driven by domestic inflation and a comparative shortage of
resources supply, the prices of various raw materials including iron
ore, coke and coal are expected to surpass those in 2010. Although
the Group experienced an increase in the raw materials costs during
January 2011 and February 2011, the Group has benefited from
strong demand for its products from the market in the first two
months of 2011, which helped the Group to maintain profitability
despite the increase in the raw materials costs. The management of
the Group anticipates that the operating results of the Group in the
first half of 2011 will be promising.

In addition, various projects on harnessing residue heat power
generated from sintering operations and emission reduction in the
production bases of the Group will be gradually completed in or
after 2011. The completion of these facilities will significantly reduce
energy consumption and mitigate the upward pressure on raw
materials and energy costs. Apart from effective energy cost control,
these facilities can substantially reduce pollutant emission during the
production process, leading to an improved community environment
within the precincts of the plant.

The State has imposed strict regulations on the expansion of steel
production capacities and implemented measures to speed up
the elimination of backward production capacities, with a goal of
accelerating consolidation in the steel industry. Such measures
have created opportunities for mergers and acquisitions. In 2011,
the Group will proactively identify suitable targets for mergers and
acquisitions to effectively enhance its overall production capacity.
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FUTURE PROSPECTS (continued)

In 2010, the Group diversified its business and investment through
participating in a property development project in Tangshan city,
Hebei Province, the PRC. The area of phase one construction of the
project to be completed in 2011 is expected to reach 76,000 sq m.
Sale of the aforementioned completed area will commence in 2011.

In addition, the Group will continue to explore opportunities to
expand its business portfolio and broaden its source of revenue
through enlarging its scope of business.

Since its listing in 2004, the Group has continued to expand its
business, diversify its product categories and business portfolio.
During the last 7 years (since being listed), the Group’s overall crude
steel production capacity has increased to 11.0 million tonnes per
annum from 3.1 million tonnes per annum at the time of the listing.
Its product portfolio has grown from billets to a variety of steel
product series — each in a comprehensive range of products and
is available in different specifications. These product series include:
H-section steel products, strips and strip products, billets and cold
rolled sheets and galvanized sheets. Moreover, the H-section steel
of the Group commands a leading position in China. The Group has
been gradually diversifying its business. In addition to expanding
its supply chain through upstream and downstream integration,
the Group has also expanded horizontally by tapping into other
business sectors. 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 maximize the
shareholders’ value.

APPRECIATION

The Group’s encouraging results in 2010 were attributable to
support from its staff and shareholders. The Board would like to
take this opportunity to extend its deepest gratitude to its staff
and shareholders. The Group will continue to pursue steady and
sustainable growth in 2011 with the support of its staff, and create
value for its shareholders.

On behalf of the Board
China Oriental Group Company Limited

Han Jingyuan
Chairman and Chief Executive Officer

Hong Kong, 18 March 2011
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EXECUTIVE DIRECTORS

Mr. Han Jingyuan, aged 54, is the Chairman and Chief Executive
Officer of the Company, and also serves as chairman of the board of
Hebei Jinxi Iron and Steel Group Company Limited (“Jinxi Limited”),
Foshan Jinxi Jin Lan Cold Rolled Sheet Company Limited (“Jinxi
Jinlan”), Hebei Jinxi Iron and Steel Group Zhangda Iron and Steel
Co., Ltd. (“Zhengda Iron and Steel”) and Oriental Fullhero Leasing
Company Limited (“Shenzhen Leasing”). Mr. Han graduated from
the People’s University in 1994 with a degree in management. Mr.
Han began his career in Metallurgy in 1986 when he was employed
as a deputy mine manager and mine manager of Han’erzhuang
I[ron Mine. Mr. Han has in-depth industry knowledge and 26 years
of extensive operational and managerial experience in the iron and
steel industry. Mr. Han was awarded the honorary title of “Hebei
Metallurgy Top Ten Man”, “Outstanding Entrepreneur of Hebei
Province”, “Excellent Privately-owned Enterprises Entrepreneur in
Hebei Province”, “Chinese Brands Top Ten Outstanding Meritorious
Man”, “The Most Attention-grabbing Chinese Entrepreneur”, “Best
Founding Entrepreneur in China”, “Top Ten Celebrities for China
Reform Programme in the New Century”, “Economic Top Ten Men of
Honesty and Credibility in China”, etc.. Mr. Han is the Vice Chairman
of the Metallurgy Chamber of All-China Federation of Industry
and Commerce, a vice chairman of Hebei Province Entrepreneur
Association and a vice chairman of Hebei Hong Kong Chamber of
Commerce. Mr. Han is the director and the controlling shareholder
of Wellbeing Holdings Limited, the controlling shareholder of the
Company.

Mr. Zhu Jun, aged 47, an Executive Director, Executive Deputy
General Manager of the Company, also serves as the Chief
Operating Officer of the Company and the executive director of Jinxi
Limited. Mr. Zhu graduated in 2001 from a graduate programme
of the Communist Party School in Hebei Province with a diploma in
management. Prior to working in the steel industry, Mr. Zhu worked
for 10 years as deputy director of Qianxi County Chemical Fertilizer
Factory which was based in Qianxi County. Mr. Zhu joined Jinxi Iron
Factory in 1992 and later served as deputy director. Mr. Zhu has had
over 17 years of working experience in the iron and steel industry.
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Directors’ and Senior Management’s Biographical |

EXECUTIVE DIRECTORS (continued)

Mr. Liu Lei, aged 55, is an Executive Director and Deputy General
Manager of the Company and director of Jinxi Jinlan. Mr. Liu has
over 23 years of experience in management and industrial fields.
Mr. Liu graduated in the area of Industrial Electrical Automation
of Electrical Engineering Faculty of JAJit T2 fx (Hebei Industrial
Academy) in July 1978. Mr. Liu was awarded the title of JAl k& B 28
BB R B FEBEERIT A (Professional Technological Talent
with Outstanding Contribution in Hebei Province) by Government
of Hebei Province in April 1987. Mr. Liu was also granted the
qualification of research fellow by JAitE BAME SR TE S
(Senior Appraisal Committee of Zi Ran Yan Jiu of Hebei Province) in
December 2000. Before joining the Group in June 2004, Mr. Liu was

the Vice Chancellor of )AL & B2 Pt (Hebei Academy of Sciences)
from October 1999 to June 2004.

Mr. Shen Xiaoling, aged 50, is an Executive Director, Deputy
General Manager and Chief Financial Officer of the Company and
also serves as an executive director of Jinxi Limited. He obtained a
diploma in management from the Hebei Province Communist Party
School in 2001. Before joining the Group, Mr. Shen was the head
of China Construction Bank Luanxian Sub-branch. Mr. Shen also
had 5 years experience acting as the head of China Construction
Bank Qianxi Sub-branch and more than 6 years of experience as
the deputy head of Bank of China Qianxi Sub-branch. Mr. Shen has
been the deputy general manager of Jinxi Limited since January
2002.

Mr. Zhu Hao, aged 44, is an Executive Director of the Company
and graduated at Tianjin Nankai University and obtained his master
degree in accounting from the University of New South Wales in
Australia. Mr. Zhu is a senior economist in China. Mr. Zhu was a
non-executive director of Jinxi Limited from December 2002 to early
2004.

Mr. Muktesh Mukherjee, aged 38, is an Executive Director and
Deputy General Manager of the Company. Mr. Mukherjee was
appointed as an Executive Director of the Company on 2 January
2009. Mr. Mukherjee graduated from McGill University in Montreal,
Quebec, Canada in 1998 with a Masters degree in Business
Administration.
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EXECUTIVE DIRECTORS (continued)

In 1998, Mr. Mukherjee joined Ispat Sidbec, Montreal, Canada as
a financial analyst. In 2001, Mr. Mukherjee joined Mittal Canada as
marketing manager and subsequently moved on to become director
for sales and marketing, long products and plate of ArcelorMittal
International in Chicago, USA. Currently, Mr. Mukherjee is the
general manager of ArcelorMittal China responsible for overseeing
the relationship with the Company on behalf of ArcelorMittal. Mr.
Mukherjee was once a director of Hunan Valin Iron and Steel
Company Limited (“Hunan Valin”).

NON-EXECUTIVE DIRECTORS

Mr. Ondra Otradovec, aged 42, is a Non-Executive Director of the
Company. Mr. Otradovec graduated from State University of New
York in Stony Brook with a Bachelor of Finance degree. Previously,
he worked at HSBC Investment Bank and was responsible for
corporate finance work in emerging markets. During that period,
he provided advisory service to Mittal Steel for the acquisition of
Nova Hut in Czech Republic and other steel companies. Since
2008, Mr. Otradovec is responsible for mergers and acquisitions
activities at ArcelorMittal. He is now the vice president of Global
Merger & Acquisition at ArcelorMittal. Mr. Otradovec was also
involved in acquisition of Hunan Valin Steel Tube & Wire Company
Limited (“Valin Steel”) and serves as a director of Valin Steel since 18
November 2005.

Mr. Jean-Paul Georges Schuler, aged 54, is a Non-Executive
Director of the Company. Mr. Schuler graduated from University of
Karlsruhe, Germany and holds a Master of Science in Mechanical
Engineering. He was an assistant at University of Karlsruhe —
Metallurgical Institute. Mr. Schuler started his professional career
at ArcelorMittal Dudelange (formerly known as Galvalange-
Luxembourg) where he held different positions during the period
from 1983 to 1988 and was appointed chief operating officer from
1989 to 1996. At the end of 1996, Mr. Schuler joined TradeARBED
and was appointed general manager of Flat Products Sales in Export
Markets, responsible for the development of Eastern Europe and
African Markets.
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NON-EXECUTIVE DIRECTORS (continued)

From 2000 to 2005, Mr. Schuler was the managing director of the
Arcelor Regional Sales Organization in Istanbul, Turkey. Mr. Schuler
was appointed the senior vice president, Arcelor Long Carbon
Sector in 2006 and participated in the Laigang/Arcelor project in
Laiwu, China.

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

Starting from 1 June 2008, Mr. Schuler is the chief representative
officer of ArcelorMittal at Hunan Valin. Mr. Schuler was also
appointed deputy general manager, director and chief operating
officer of Hunan Valin in July 2008.

Mr. Schuler resigned as a Non-Executive Director of the Company
with effect from 24 February 2011.

Mr. Vijay Kumar Bhatnagar, aged 63, holds a bachelor’s degree
in Metallurgical Engineering and is an alumnus of AMP of Harvard
Business School. He is currently the executive vice president and
member of management committee of ArcelorMittal, an associate
of the substantial shareholder (as defined in the Listing Rules) of
the Company, and the chief executive officer of ArcelorMittal in
India and China. Prior to his current assignment, he was the chief
executive officer of ArcelorMittal Eastern Europe (Poland, Czech
Republic and Romania). Previously, he served as the chief executive
officer of Mittal Steel Poland and the chief operating officer of Mittal
Steel Temirtau, Kazakhstan and the managing director of Mittal
Steel Lazaro Cardenas, Mexico. Mr. Bhatnagar has over 34 years
of experience in line and staff functions in aluminum and electronics
industries in India, working for Indal (the subsidiary of Alcan) as the
vice president Human Resources, Environment and Community
Development and AT&S India (the subsidiary of AT&S Austria) as the
managing director and chief spokesperson. Mr. Bhatnagar was also
appointed a director of Hunan Valin since January 2011.

Mr. Bhatnagar was appointed as a Non-Executive Director of the
Company with effect from 24 February 2011.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gao Qingju, aged 74, is an Independent Non-Executive
Directors of the Company and is a senior engineer. Mr. Gao is the
managing director and general manager of 1t 5 B 2% 8 = R
BAR/A7 (Beijing Lianxingfa Industrial & Technical Co., Ltd.)
since 2000. Mr. Gao graduated from metallurgical machinery and
equipment at 1t 5 T ¥ 242 (The Beijing College of Iron
& Steel) in 1958 and joined 1t FIMEATFELT (The Beijing Iron
and Steel Research Institute) in the same year. In 1965, Mr. Gao
was seconded to the Ministry of Metallurgical Industry and dealt
with for research work until he retired. During employment with
the Ministry of Metallurgical Industry, Mr. Gao was the officer of
Small and Medium Manufacture Enterprises. Mr. Gao completed
an professional economics management training course at the
Communist Party School in 1988. Mr. Gao is vice president and
permanent secretary of 75 #i i1 217 (The Regional Iron and
Steel Enterprises Association) during employment and some time
after retirement.

Mr. Yu Tung Ho, aged 64, is an Independent Non-Executive
Directors of the Company. He currently serves as senior vice
president of Phoenix Satellite Television Company Limited. Mr. Yu
is a senior influential media professional in Hong Kong and China
and has been in broadcasting for more than 39 years. Mr. Yu was
a director and the chief operation officer of Asia Television Limited,
the executive vice president of Phoenix Satellite Television Company
Limited and served as chairman of the 12th and 13th Hong Kong
Advertising Industry Association. Mr. Yu has also served as the
deputy general manager of China Radio & TV Corporation for
International Techno-Economic Cooperation and the chief of Radio
Guangdong and the independent non-executive director of Gome
Electrical Appliances Holdings Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Mr. Wong Man Chung, Francis, aged 46, is an Independent
Non-Executive Directors of the Company. He is a Certified Public
Accountant (Practising) and has over 22 years of experience in
auditing, taxation, management and financial advisory. Mr. Wong
is currently an independent non-executive director of Digital China
Holdings Limited, eForce Holdings Limited and Wai Kee Holdings
Limited whose shares are listed on the Main Board of the Stock
Exchange. He was once the independent non-executive director
of Sys Solutions Holdings Limited, a company listed on the Growth
Enterprise Market of the Stock Exchange, the independent non-
executive director of Yardway Group Limited, a company listed on
the Main Board of the Stock Exchange and the independent non-
executive director of Lightscape Technologies Inc., a company with
its shares listed and traded in the OTC Bulletin Board of the United
States of America. Mr. Wong is a director of both Union Alpha
C.P.A. Limited and Union Alpha CAAP Certified Public Accountants
Limited, both are professional accounting firms. He is also a founding
director and member of Francis M.C. Wong Charitable Foundation
Limited, a charitable institution. Previously, Mr. Wong worked for
KPMG, an international accounting firm for 6 years and the Hong
Kong Securities Clearing Company Limited for 2 years. Mr. Wong
is a fellow member of Hong Kong Institute of Certified Public
Accountants and Association of Chartered Certified Accountant of
the United Kingdom, a Certified Tax Advisor of Taxation Institute of
Hong Kong. Mr. Wong is also an associate member of Institute of
Chartered Accountants in England and Wales and a member of the
Society of Chinese Accountants & Auditors, Hong Kong. Mr. Wong
holds a Master Degree in Management conferred by Guangzhou
Jinan University.
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vagement's Biographical Information EZRSREEASHEEER

SENIOR MANAGEMENT

Mr. Yu Jianshui, aged 43, is a general manager of Jinxi Limited.
Mr. Yu was a metallurgy graduate at Hebei Polytechnic University
and obtained a MBA from University of Northern Virginia in 2009.
He joined the Group after graduation until May 2005 and had over
19 years management experience. During the period, he received
the awards of County Technological Selected Talent (SR
A7), Ten Outstanding Youths in the County (T AEEHEF ),
Outstanding Youth in Post of Tangshan City (LT & F mEALAE
F ), Workers’ Model in Hebei Province (i3t & & 811£4), The First
Class Honour of Technological Improvement in Tangshan City (&
IR A —%48) , The Third Class Honour of Technological
Improvement in Hebei Province GAIdbE R #E =5 488) . He
was employed as the deputy general executive manager of Shanxi
Province Xiaoyi City Chengcai Iron and Steel Company in May 2005
and then joined Jinxi Jinlan in 2006 and was also appointed a general
manager in September 2006. In 2008, Mr. Yu transferred to Zhengda
I[ron and Steel as a general manager. Mr. Yu has been a general
manager of Jinxi Limited since October 2009.

Mr. Au Yeung Siu Kei, aged 35, is the Financial Controller and
Company Secretary of the Company. Mr. Au Yeung is a fellow
member of the Association of Chartered Certified Accountants and
an associate member of the Hong Kong Institute of Certified Public
Accountants. Mr. Au Yeung graduated from the Chinese University
of Hong Kong with a Bachelor Degree in professional accounting.
Prior to joining the Company, Mr. Au Yeung has worked for an
international accounting firm for over 9 years.
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The Company is committed to sound corporate governance
practices designed to promote greater transparency, investor
confidence and the ongoing development of the Company and its
subsidiaries (the “Group”), having always as its ultimate objective, the
best long term interest of the Group and the enhancement of value
for all shareholders of the Company. The Company also believes
that sound corporate governance practices benefit the Group’s
employees and the community in which the Group operates.

CODE ON CORPORATE GOVERNANCE PRACTICES
(“CG CODE”)

In the opinion of the Directors, the Company has complied with the
CG Code set out in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) of the Stock Exchange throughout
the year ended 31 December 2010, except for the deviation with
explanation disclosed below.

BOARD OF DIRECTORS (THE “BOARD”)

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

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

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Jean-Paul Georges Schuler
(resigned on 24 February 2011)

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

The composition of the Board is reviewed regularly to ensure that it
has a good balance of expertise, skills and experience, which can
meet the requirements of the business of the Group. The Directors’
biographical information is set out on pages 24 to 29.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

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

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

Approval of dividends;

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

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

V VYV V V

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

The Board authorises the management to carry out the strategy that
have been approved. During the year under review, twenty board
meetings were held and the principal business transacted included
approving interim and annual results and reports, approving the
issue of senior notes, assessing business development and business
performance and implementation. The attendance record of each
Director for the year ended 31 December 2010 is set out as follows:

Board of Directors

BER

Mr. Han Jingyuan BEHURSEA
Mr. Zhu Jun KERE
Mr. Liu Lei EilE e
Mr. Shen Xiaoling TLBEIR S A
Mr. Zhu Hao RETE

Mr. Muktesh Mukherjee Muktesh Mukherjee 4t 4

Mr. Jean-Paul Georges Schuler

Mr. Ondra Otradovec Ondra Otradovec 5t 4
Mr. Gao Qingju =IBREE
Mr. Yu Tung Ho REELAE
Mr. Wong Man Chung, Francis EIREAE
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Corporate Governan

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

A.

Chairman and Chief Executive Officer

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

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

The Board will consider the segregation of the roles of the
Chairman and the Chief Executive Officer of the Company in
light on the future development of the operating activities or
businesses of the Group.

Independent Non-Executive Directors

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

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

C.

Appointment, Re-election and Removal of Directors

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

According to the Bye-laws of the Company, any Director
appointed to fill a casual vacancy or as an addition to the
Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible
for re-election. At each annual general meeting one-third
of the Directors for the time (or if their number is not a
multiple of three, the number nearest to but not greater than
one-third) shall retire from office by rotation provided that
notwithstanding anything therein, the chairman of the Board
and/or the managing director of the Company shall not, whilst
holding such office, be subject to the retirement by rotation
or be taken into account in determining the number of the
Directors to retire in each year and the Director appointed to
fill a casual vacancy or as an addition to the Board shall not be
taken into account in determining which particular Directors
or the number of Directors who are to retire by rotation. The
Company will consider amending the Bye-laws to comply with
the Code Provision A.4.2 of the CG Code in the future.

All the Directors of the Company are appointed for a specific
term and subject to re-election. Currently, Mr. Han Jingyuan,
Mr. Zhu Jun, Mr. Shen Xiaoling and Mr. Zhu Hao are appointed
for a fixed term of three years. Mr. Liu Lei, Mr. Muktesh
Mukherjee, Mr. Jean-Paul Georges Schuler (resigned as a
Non-Executive Director of the Company with effect from 24
February 2011), Mr. Vijay Kumar Bhatnagar (appointed as
a Non-Executive Director of the Company with effect from
24 February 2011) and Mr. Ondra Otradovec are appointed
a fixed term of two years. All Independent Non-Executive
Directors, Mr. Gao Qingju, Mr. Yu Tung Ho and Mr. Wong Man
Chung, Francis are appointed for a fixed term of one year.

During the year under review, no Director was appointed to fill
any causal vacancy or otherwise.
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Corporate Governal

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

D.

Responsibilities of Directors

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

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

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

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding
securities transactions by the Directors on terms no less than
the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules (the “Model Code”).

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

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

(1) Audit Committee

The Audit Committee has been established since 2005.
[t comprises three Independent Non-Executive Directors
during the year under review in compliance with Rules
3.21 of the Listing Rules. The Audit Committee’s term
of reference includes those specific duties as set out in
the code provision C.3.3 of the CG Code. Pursuant to
its term of reference, the Audit Committee is required,
amongst other things, to consider and recommend
to the Board the appointment, re-appointment and
removal of the external auditors and to approve their
remuneration, to review the interim and annual financial
statements, to review the Group’s financial controls,
internal controls and risk management system including
the adequacy of resources, qualification and experience
of staff of the accounting and financial reporting function
and their training programmes and budget, and to
consider any findings of major investigation of internal
control matters as delegated by the Board or on its
own initiative and management’s response. The Audit
Committee should meet at least twice each year and
when the need arises.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.  Board Committees (continued)

()

@

Audit Committee (continued)

For the year ended 31 December 2010, two committee
meetings were held, one to consider the annual results
of the Group for the financial year ended 31 December
2009 including the discussion of internal control report
and one to consider the interim results of the Group for
the six months ended 30 June 2010.

The attendance record for each member of the Audit
Committee for the year ended 31 December 2010 is set
out as follows:

Committee members

;E == E.
Mr. Gao Qingju SEREE
Mr. Yu Tung Ho REVETRE

Mr. Wong Man Chung, Francis & X 5= 554
Remuneration Committee

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

2/2
2/2
2/2
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.

Board Committees (continued)

@

Remuneration Committee (continued)

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

For the year ended 31 December 2010, five meetings

of Remuneration Committee was held. The attendance
record of each member is set out as follow:

Committee members

ZEE88

Mr. Han Jingyuan BRI A
Mr. Gao Qingju maREA
Mr. Yu Tung Ho RAERE

Mr. Wong Man Chung, Francis & X R4
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Corporate Governan

ACCOUNTABILITY AND AUDIT

Financial Reporting

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

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

Internal Controls

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

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

Internal Controls (continued)

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

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

External Auditor

For the year ended 31 December 2010 and up to the date of this
report, the external auditor of the Group is PricewaterhouseCoopers.
Fees of auditing services and non-auditing services (including interim
review and others) provided by PricewaterhouseCoopers for the year
ended 31 December 2010 were RMB 4.4 million and RMB 1.2 million
respectively.
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ACCOUNTABILITY AND AUDIT (continued)

Risk Management

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

Operation Risk

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

Market Risk

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

Credit Risk and Interest Rate

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

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

Foreign Exchange Risk

Foreign exchange risk is the risk to the Group’s financial conditions
and results of operations arising from movements of foreign
exchange rates. The Group mainly operates in the Mainland China
with most of the transactions dominated 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 and
the Group’s senior notes which are dominated 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 movements.

IMPACT ON NEW LEGISLATION, POLICY AND
PROCEDURES

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

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

COMMUNICATION WITH SHAREHOLDERS

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

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

COMMUNICATION WITH SHAREHOLDERS (continued)

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

Separate resolutions are proposed at general meeting on each
substantial issue, including the election of individual Director.

The Company continues to enhance communication and
relationship with its shareholders. Enquiries from the Shareholders of
the Company are dealt with in a formative and timely manner.

To promote effective communications, the Company also maintains
a website at www.chinaorientalgroup.com, where information are
updated on the Company’s business developments and operations
and other information are posted, including all the regulatory
announcements relating to the Company and the poll results on the
business day following the general meeting (if any).

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

HERZEB®

ARBIRRZEFRERRAE EEK
RRBREERRZEFERARAE
RADR - BRIWBRRORERN < 515 R
RRREFERAAARKRAE 2 A
NEBRBEK YERARREREFA
BRRE o

EXRFE(BRENES ZESR)HER
RARG FUBIDRERTAIRZ -

ARABRKBEREERR 2 BBNEA
R ARBIBRR2EAB S BRI FE
BEIE o

RIBEBRUED - ARAIINE R A8 -
#HE & www.chinaorientalgroup.com -+ &
BRRAEBERREETHNENAR
HithEH  HRBRBEBEARRGZAE
EEREMRRREARGR2EEBTE
ZERBHER(NEB) o

FHRAEITR=2ZEZTAEF—A—B4%
Wig MEERRAGERENRER
AUEBREFTARR - RERRERE
REBRRAREERES LREBAM
#UE (www.hkexnews.hk) &N =) 48 15
(www.chinaorientalgroup.com) FJ%& -

Annual Report 2010 —%—244EH 43



The Board of Directors (the “Board” or “Directors”) of China Oriental
Group Company Limited (the “Company”) presents their annual
report and the audited consolidated financial statements of the
Company and its subsidiaries (together, the “Group”) for the year
ended 31 December 2010.

INCORPORATION AND LISTING OF THE COMPANY

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

PRINCIPAL ACTIVITIES

As at 31 December 2010, the Company’s principal activities are
investment holding and trading of iron and steel products. The
principal activities of the Group are the manufacture and sales of iron
and steel products.

SEGMENT INFORMATION

Over 90% of the Group’s consolidated sales and contribution to
results are derived from the PRC and mainly from the production and
sales of iron and steel products for the year ended 31 December
2010 and are set out in Note 5 to the consolidated financial
statements.

RESULTS AND DIVIDENDS

The Group’s consolidated income statement for the year ended 31
December 2010 and its consolidated balance sheet as at that date,
together with the balance sheet of the Company as at 31 December
2010, are set out in the financial statements on pages 72 to 235.

At a Board meeting held on 18 March 2011, the Board proposed
a final dividend in respect of the year ended 31 December 2010
of approximately HK$313 million (approximately RMB267 million),
representing 10.7 HK cents per ordinary share to the shareholders
of the Company whose names appear on the register of member
of the Company on 16 May 2011, subject to the approval of the
Company’s shareholders at the Company’s forthcoming annual
general meeting to be held on 16 May 2011.
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SUMMARY OF FINANCIAL INFORMATION

A summary of the consolidated financial results and assets, liabilities
and non-controlling interests of the Group for the last five financial
years, is set out on page 236.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

Details of movements in the property, plant and equipment and
investment properties of the Group and the Company during the year
are set out in Notes 7 and 8 to the consolidated financial statements
respectively.

SHARE CAPITAL

Details of the movements in the Company’s issued share capital
during the year are set out in Note 20 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Group during the year
are set out in Note 21 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2010, the Company’s accumulated losses
amounted to RMB158 million (2009: retained earning of RMB 2.7
million).

At 31 December 2010, the Group’s retained earnings amounted to
RMB4,289 million (2009: RMB 3,475million).

PRE-EMPTIVE RIGHTS

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

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

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

DIRECTORS

The Directors during the year ended 31 December 2010 and up to
the date of this report were as follows:

Executive Directors

Mr. Han Jingyuan

Mr. Zhu Jun

Mr. Liu Lei

Mr. Shen Xiaoling

Mr. Zhu Hao

Mr. Muktesh Mukherjee

Non-Executive Directors

Mr. Ondra Otradovec

Mr. Vijay Kumar Bhatnagar
(appointed on 24 February 2011)

Mr. Jean-Paul Georges Schuer
(resigned on 24 February 2011)

Independent Non-Executive Directors
Mr. Gao Qingju

Mr. Yu Tung Ho

Mr. Wong Man Chung, Francis

In accordance to the Bye-laws 87 of the Company, Mr. Shen
Xiaoling, Mr. Muktesh Mukherjee and Mr. Wong Man Chung,
Francis will retire from office by rotation and, being eligible, will
offer themselves for re-election at the forthcoming annual general
meeting.
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DIRECTORS (continued)

In accordance to the Bye-laws 86(2) of the Company, Mr. Vijay
Kumar Bhatnagar, being eligible, will offer himself for re-election at
the forthcoming annual general meeting.

The annual fee specified in each of existing service contracts
of Mr. Shen Xiaoling, Mr. Muktesh Mukherjee, Mr. Wong Man
Chung, Francis, and Mr. Vijay Kumar Bhatnagar are HK$400,000,
HK$400,000, HK$400,000 and HK$400,000 respectively. The
basis of determining the Directors’ fee was based on the mutual
negotiation between the Directors with reference to the range of
prevailing directors’ fee for directors of listed companies in Hong
Kong. Save as disclosed in this annual report, Mr. Shen Xiaoling, Mr.
Muktesh Mukherjee, Mr. Wong Man Chung, Francis, and Mr. Vijay
Kumar Bhatnagar do not have any relationships with any directors,
senior management or substantial or controlling shareholders of the
Company.

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the Independent Non-Executive Directors are independent.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as the transactions as disclosed in Note 26 to the consolidated
financial statements, no Director had a material interest in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was party during the year.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHICAL INFORMATION

Biographical details of the Directors and senior management of the
Company are set out on pages 24 to 30 of the annual report.

¢ )

RIEARRRIN AR ERLE86(2) 1K * Vijay
Kumar Bhatnagar e £ 7F & BE RIEFEE
REERRBFERSEE -

SLBEFS SE 4« Muktesh Mukherjee 64 -
& X R4 K Vijay Kumar Bhatnagar 5&
EEEMNBEERBENMENEFER
% Bl /400,000 JT * 400,000 7T
400,0007% 7T & 400,000/ 7T - E= &M
NEERRAEREINELETBELESR
BEMARIEEBRICESHEKEM
BE BRAFHABKEEIN - LERE
A~ Muktesh Mukherjee 7£4 + X R
4 Kz Vijay Kumar Bhatnagar 5t 4 1 £ E2 7K
AAIEMES  afRBEEAE - 2R
RS AR AR R A (AT RRR o

RIBELTHRANES13K - ARFIEERE
BB IFAITE FHFE R KR
HBFIM - ARRRAAAEEILIFATT

EEmaEs
RAEMMBHRRME6MBEENRS
S EERNFABEEANRRREAM
MEABRI L MHAREXEEEAN
ERAHTREBEAES °
EEREREEAENEE

ARBEENSREEABNBREFE
BN FHRFE24E30H -
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DIRECTORS’ SERVICE CONTRACTS

Four Executive Directors have service contracts with the Company
for a fixed term of three years while the remaining two Executive
Directors and all Non-Executive Directors have service contracts with
the Company for a fixed term of two years which may be terminated
by either party giving not less than three months’ notice in writing.

All the Independent Non-Executive Directors have service contracts
for a fixed term of one year.

Mr. Han Jingyuan, Mr. Zhu Jun and Mr. Shen Xiaoling (Executive
Directors of the Company and its subsidiary) have service contracts
with the Company’s subsidiary on 9 June 20083 for a fixed term of five
years commencing from 9 June 2003 which are exempted under the
Listing Rules. Actual amount of salary was not specified in the service
contracts other than the clause which stated that after probation,
the employees will be paid according to the salary of the post. The
service contracts may be terminated by the Company’s subsidiary
by paying compensation equivalent to the unfulfilled contract’s salary
and one month’s salary for each year of service completed. The
aforesaid services contracts with the subsidiaries are expired.

Save as disclosed above, no Director has a service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 31 December 2010, the interest 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 (iii) were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code were as follows:

EENESNESERLR

R-ZF-—ZFF+-_A=+—H ' &E
ZARAIEZTRABREBEAR
ARR]REAREE (TR RAEF AT
BN 5855 M ERE R B 158 XV B B9 An
BN IESFTEA ()| REEFRBE
{GRBIZE 7 }2 56 8 70 BRZA NG AR A A) Ko B 32
PREVEREUR R + 3 () IRIBE 7 LB &
{5158 362 (RZBFI AL IRFT IS B e A ¢ 3
(i) RIBEA R R 2 KA IR ETRIZA S
RAB B R Pre s oA RESIT
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EENSBENERRRE#)
SECURITIES (continued)

() Interestin the Shares and underlying Shares of the Company: i)  RAERRQBRMDAABRER D BER

Interests in
underlying Percentage
shares of the
pursuant to Company’s
Interests in Shares share  issued share
RPER options capital
Corporate Personal  RIEEKRE {527 Long/Short
Interest Interest  TEAERAMR{Y  DRITRA position
NEER BARER R WAL /KA
Mr. Han Jingyuan (Notes 1) 1,317,502,849 = = 44.97% Long (%)
TR (1) = 2,800,000 8,900,000 0.40% Long (§F)
Mr. Zhu Jun = 2,400,000 5,200,000 0.26% Long (4F)
KELE
Mr. Liu Lei = 2,400,000 5,200,000 0.26% Long (4F)
AZ s
Mr. Shen Xiaoling - 2,400,000 5,200,000 0.26% Long (4F)
BRI
Mr. Zhu Hao - = 5,200,000 0.18% Long (4F)
KiERE
Mr. Muktesh Mukherjee = = 5,200,000 0.18% Long (4F)
Muktesh Mukherjee %4
Mr. Jean-Paul Georges Schuler - = 2,000,000 0.07% Long (4F)
Jean-Paul Georges Schuler 5t 4
Mr. Ondra Otradovec = = 4,000,000 0.14% Long (%)
Ondra Otradovec %t 4
Mr. Gao Qingju = 1,686,000 4,000,000 0.19% Long (4F)
RERLAE
Mr. Yu Tung Ho - - 4,000,000 0.14% Long (4F)
REVETE
Mr. Wong Man Chung, Francis = = 4,300,000 0.15% Long (%)
BNREE
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

U

Interest in the Shares and underlying Shares of the Company:

(continued)

Note:

At 31 December 2010, Mr. Han Jingyuan beneficially
owned 63.15% of the issued share capital of Wellbeing
Holdings Limited (“Wellbeing Holdings”) and held 16.09%
of the issued share capital of Wellbeing Holdings on trust
for the benefit of certain employees of the subsidiary of
the Company. Wellbeing Holdings beneficially owned
1,255,849,124 Shares representing approximately 42.87%
of the issued share capital of the Company. Mr. Han is
also the beneficially owner of 100% of the issued share
capital of Chingford Holdings Limited (“Chingford Holdings”)
which beneficially owned 61,653,725 Shares representing
approximately 2.10% of the issued shares of the Company.

At 31 December 2010, Mr. Han Jingyuan beneficially owned
2,800,000 Shares representing approximately 0.1% of the
issued share capital of the Company.

>

BEENBENERRAR @

RAR R AR s

(%)
BEE

1. RZE—ZTF+=-A=+—80"
FEANUR % 4 B B Wellbeing
Holdings Limited ([Wellbeing
Holdings|) B 7 i 463.15%
BiEs - WAEE A AR ARRAF
MEARE TRERENFZRE
Wellbeing Holdings B 217 BH7 #Y
16.09% #Ez= ° Wellbeing Holdings
T a5 7 B 1,255,849,124 % H) 7
AERD - KRR ATBETR
DH)42.87% Eam  BEETNER
#4 Chingford Holdings Limited
([Chingford Holdings |) K12 %82
E{TREA M Chingford Holdings
B %5 5 61,653,725 IR K AR R &
BR1D - AL AR BB EITIRO D
2.10% °
RZE-—ZTFE+_A=+—
B BHELTELAERES
2,800,000 BHI AR B + £1h
RATEEITRMNE0.1% o ©
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN

SECURITIES (continued)

(i) Interest in the ordinary shares of the Company’s associated

corporations:

Mr. Han Jingyuan
BHURTE

Mr. Zhu Jun
RERE

Mr. Shen Xiaoling
WER LA

Notes:

Name of
associated
corporation

BeEtRen

Hebei Jinxi Section
Steel Company Limited
M ERRRER A

Hebei Jinxi Section Steel
Company Limited
MERNEERAT

Hebei Jinxi Section Steel
Company Limited
MEENHER AT

Nature of Interest

BEnE

Interests in Hebei Jinxi Section

BEERESNEZERAE®

(i)

Steel Company Limited through
Qianxi County Hui Yin Trading

Company Limited et

FRERGERTIEERAA
FEALRRARERAR

™

o>

By )

Interests in Hebel Jinxi Section Steel
Company Limited through Qianxi

County Hui Yin Trading
Company Limited Notes 1)

BRERZERTIEERA
FEALERAHERA

By )

Interests in Hebel Jinxi Section Steel
Company Limited through Qianxi

County Hui Yin Trading
Company Limited Moes )

~
A

=
.

BRRREERTIEERAR

FETLERIEERA

E’g%é(ﬁ?ﬂ)

1. Mr. Han Jingyuan, Mr. Zhu Jun and Mr. Shen Xiaoling
beneficially owned 8.22%, 4.58% and 4.42% equity
interests respectively in Qianxi County Hui Yin Trading
Company Limited which holds 20% equity interests in Hebei

Jinxi Section Steel Company Limited.
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Approximate
percentage of
Paid-in capital shareholding
ARRA BARREDL
(RMB’ 000)
(AR%TR)
350,000 1.64%
350,000 0.92%
350,000 0.88%
1t

1. BREUREAE KEEERLER
SEEDR BB RBAZERT
B AR QA HS8.22% * 4.58% &
4.42% ) B& 17 7 25 1 5 A AT b=
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

(i)

Interest in the senior notes of the Company

Corporate
Interest

RS

Mr, Han Jingyuan (Notes 1)
PRRUR A (1)

Notes:

1. At 31 December 2010, Mr. Han Jingyuan beneficially owned
100% of the issued share capital of Eastland International
Trading Limited, which beneficially owns US$11,000,000 of
the debenture of the Company.

Save as disclosed above and in the section of “Equity-settled
share option scheme” below, at 31 December 2010, none
of the Directors, chief executives and their associates had
any interest and short positions in the Shares, underlying
Shares and senior notes of the Company or any associated
corporation (within the meaning of SFO) as recorded in the
register required to be kept under Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

US$11,000,000
11,000,000 37T

EENIBENESZR AR @

RARAMBER B R

Personal Amount of
Interest debenture
AR BEHEHE
- US$11,000,000

- 11,000,000 7T

1. W-E—2F+-A=+-A"
B2 AR 5t 4 E = ¥ A Eastland
International Trading Limited £\ 8%
FTRRA100% B2 T #5782 &)
1,100 & E T ES °

R EXCRTIRERE AN T e [ LARRE S
BB & B RF—
ZE+_A=1+—B $EXLQF
MEE TBTRABREBEA
ITRARBSEEEEE (EER
ERLAEEN)FREESFLAE
R 55 352 R P 17 B WO B R & i A
FO8% - RERETAANE AR
A MR PTROR D - HREAR (D 1B
ERBEHEB E AR NAR -
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EQUITY-SETTLED SHARE OPTION SCHEME

Share options were granted to eligible participants under a share
option scheme approved and adopted by the shareholders of the
Company at the annual general meeting held on 17 May 2006
(“2006 Share Option Scheme”) and a share option scheme approved
and adopted by the shareholders of the Company at the special
general meeting held on 20 December 2010 (2010 Share Option
Scheme”) (together with the 2006 Share Option Scheme, 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 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 of the Company in issue at any time. Any
further grant of share options in excess of this limit is subject to the
approval of the Company’s shareholders in a general meeting.

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.
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

The subscription price shall be such price determined by the
Directors of the Company at its absolute discretion and shall be
no less than the highest of: (a) the closing price of shares of the
Company as stated in the daily quotations sheet of the Stock
Exchange on the date of grant; (b) the average closing price of the
share of the Company as stated in the daily quotations sheet of the
Stock Exchange for the 5 business days immediately preceding the
date of grant; and (c) the nominal value of a share of the Company
on the date of grant.

The consideration payable on acceptance of the options under the
Share Option Schemes is HK$1.00

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 9.9% of the issued
share capital of the Company as at 31 December 2010. Eligible
participants of the 2006 Share Option Scheme includes all directors
of the Company (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:

DRGSR B RER &)

TEEDNHARAEZREEBIGE
E - UTEERAT=ERREE (@K
RAEIBMRE T AREBZ A8 A RE
RETEREVIETE : (o) B M EZIX T B
Al L8 % 5 BB X P& B B R AT
H S UTHE ¢ M () AR R T B B
BADTE(E

2 BB R () FORIE B B 1 00T °

BAZ 2006 FEARAEET &I - AN AT AT S
BEHE - LAE R I 2006 BE AR HE R 213 £ /Y
FTA AR TE R Al 1T R AR 0 4R X
/290,500,000 % B 17 * th AN R AR =
T—EFF+-_A=+—HHBEBITRAE
9.9% ° 2006 R EH EI A& ER 2 HE
BREAAFRIZEEE(ERNTESIIE
WITEBRERESE L) RAEBEM
RERRKAEETAKEAGIFAR
AEZHNTAEENTMES (BR2B
) (TwmEENRER - SHEE
HHEMEE REEXH) © 2006 BARELT
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EQUITY-SETTLED SHARE OPTION SCHEME (continued) IR EAE M IBRAETEl )

Approximate

shareholding

percentage of

the underlying

Closing price No. of options shares for

per share No. of options exercised/  No.ofoptions  the options

immediately  No. of options granted cancelled/ outstandingat in the share

Exercisable before the  outstanding at during  lapsed during 31 December capital of

Date of grant Period  Exercise price  date of grant 1Jan 2010 the year the year 2010 the Company
H-8-%% WEEER W-3-3F  RREGE

ZiERE -f-R  WKEER SOE/EE/ ToASt-R RBGALE
R¥AHH RTER RTM &t AN RANRE
B¥R  AGEHE EE  SRAUTE BREHE  BREEE  BRERE  BREEE  HKEMM
HKS HK$
BT BT
Mr. Han Jingyuan 2009/2/24 2009/2/24 1.39 1.24 2,900,000 -
EiELE o

ey

2,900,000 0.10%

x
2019/2123

0101126 20101220 300 300
to

3

2016/5/16

Mr. Zhu Jun 2009/2/24 2009/2/24 1.39 1.24 2,600,000 - - 2,600,000 0.09%
RERE fo

oy

£
20192123

Mr. Liu Lei 2009/2/24 2009/2/24 1.39 1.24 2,600,000 - = 2,600,000 0.0%%
Yars o

ey

£
2019/2123

M Shen Xaolng 2009204 20092024 139 124 2600000 - - 2600000 009%
HERE fo

2

2019/2/23

Mr. Zhu Hao 2009/2/24 2009/2/24 1.39 1.24 2,600,000 - - 2,600,000 0.09%
ERE fo
/A

oy

£
20192123

Mr. Muktesh Mukheriee 2009/5/11 2000/5/11 1.50 149 2,600,000 = = 2,600,000 0.09%
Muktesh Mukheree & o
g
2019/5110

Mr. Jean-Paul Georges Schuler — 2009/5/11 2009/5/11 1.50 149 2,000,000 - - 2,000,000 0.07%
Jean-Paul Georges Schuler /£ o
3

20195610

6,000,000 = 6,000,000 020%
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Exercisable
Date of grant Period  Exercise price
R¥E  AEHE it
HKS
BT
Mr. Ondra Otradovec 2009/5/11 2009/5/11 1.50
Oncra Otradovec 75 o
S
2019510
Mr. Gao Qingju 2000/2/24 2000/2/24 1.39
RRERE 0
E
20192123
Mr. Yu Tung Ho 2009/2/24 2009/2/24 1.39
RIERE 0
S
20192123
Mr. Wong Man Chung, Francis ~ 2009/2/24 200972124 139
ENRRE o
S
20192/23
Employess 2000/2/24 2000/2/24 1.39
[E8 o
E
20192/23
Employees 200912/29 2010/3/29 284
[E8 0
ES
201912/28
Total
4t
Notes:
1. 525,000 options were exercised during the year.

2. 6,905,000 options were lapsed during the year.

Closing price
per share
immediately
before the
date of grant

SERRE
RFEHH
SRUHE
HKS
A

149

2.1

DRGSR B RER &)

Approximate
shareholding
percentage of
the underlying
No. of options shares for
No. of options exercised/  No.of options  the options
No. of options granted cancelled/ outstandingat in the share
outstanding at during  lapsed during 31 December capital of
1Jan 2010 the year the year 2010 the Company
H-8-%f BB R-2-3F RRERR
-f-0  REAHER BAE/HEE/ TSRST-R REEALF
RITER ol b KRN RANRE
BREHE  BREER  BREME  BRESE  #HEAM
2,000,000 - - 2,000,000 0.07%
2,000,000 = - 2,000,000 0.07%
2,000,000 - = 2,000,000 0.07%
2,000,000 - - 2,000,000 0.07%
1,900,000 - 525,000 1,200,000 0.04%
(Note 1) (3£ 1)
175,000
(Note 2) (3£ 2)
148,780,000 - 6,730,000 142,050,000 4.85%
(Note 2) (Fi£2)
176,680,000 6,000,000 7430000 175,150,000 5.98%
= ¢

1. AER - 525,000 REEAED 171# -
2. FAER -+ 6,905,000 BEEAHED KK o
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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 5% of the issued
share capital of the Company as at 31 December 2010. Eligible
participants of the 2010 Share Option Scheme includes all directors
of the Company (whether executive or non-executive and whether
independent or not), 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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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Mr. Zhu Jun
RERE

Mr. Liu Lei
L

Mr. Shen Xiaoling
TERAE

Mr. Zhu Hao
EEE

Mr. Muktesh Mukheriee
Mukiesh Mukheriee 54

Mr. Onara Otradovec
Ondra Otradovec &£

Mr. Geo Qingju
BREEE

Date of grant

il

201012/24

201012024

201012/24

201012/24

201012024

201012/24

201012/24

Exercisable
Period

e

2010112/24

fo

E

20201219

201012024

to

S

202011219

2010112/24

fo

3

20201219

2010112/24

fo

E

202011219

201012024

to

3

202011219

201012/24

fo
=

£
20201219

2010/12/24

fo

E3

202011219

Exercise price

TR
HK$
BT
3182

Closing price
per share
immediately
before the
date of grant

SERRE
RFEHH
SRUHE
HKS
A

31

3

3

37

37

3

3

No. of options
outstanding at
20 Dec 2010
H-8-%%
tZA=tH
RITER
EREHA

DRGSR B RER &)

No. of options
granted
during

the period

RAHER

i

RRERR

2,600,000

2,600,000

2,600,000

2,600,000

2,600,000

2,000,000

2,000,000
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No. of options

exercised/  No. of options
cancelled/  outstanding at
lapsed during 31 December
the period 2010
MEBER  Ho5-3%
Bfift/3%/ +=A=1-R
b ]
BREZE  BREEA
- 2,600,000

- 2,600,000

- 2,600,000

- 2,600,000

- 2,600,000

- 2,000,000

- 2,000,000

Approximate
shareholding
percentage of
the underlying
shares for
the options

in the share
capital of

the Company
BRERR
RiEaAR
RatkE
BhEML

0.09%

0.09%

0.0%%

0.0%%

0.09%

0.07%

0.07%



EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Mr. Yu Tung Ho
i iy

Mr. Wong Man Chung, Francis
AR

Employess

fE8

Qther Participants
EfppEE

Total
st

Date of grant

ol

2010112/24

201012/24

201012024

2010112024

Exercisable
Period

e

2010112/24

fo
Py

x
20201219

2010112/24

fo

E

20201219

201012024

to

3

20201219

201012024

fo

E

20201219

Exercise price

TR
HKS
BT
3182

3.182

Closing price
per share
immediately
before the
date of grant

BERRE
eiliE |
SRUHE
HKS
#n

3

37

3

LRGSR B ER &)

Approximate

shareholding

percentage of

the underlying

No. of options shares for
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- 47,100,000 - 47,100,000 161%
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

The value of the options granted during the year is RMB46.92
million, based on the Black-Scholes valuation model. Please refer
to Note 21 to the consolidated financial statements for the details
of the significant inputs into the model. The Black-Scholes model is
developed to estimate the fair value of European share options. The
fair values calculated are inherently subjective and uncertain due to
the assumptions made and the limitations of the model used. The
value of an option varies with different variables of certain subjective
assumptions. Any change in variables so adopted may materially
affect the estimation of the fair value of an option.

The accounting policy for equity-settled share option is stated in the
Note 2.21 to the consolidated financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the year were rights
to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted to
any Director or their respective spouses or children under 18 years
of age, or were any such rights exercised by them; or were the
Company or any of its 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

Save as disclosed above and the transactions as disclosed in
Note 41 to the consolidated financial statements, no controlling
shareholder or any of its subsidiaries have any contract of
significance with the Company or its subsidiaries during the year.

DRGSR B RER &)

RIBER DR - FRAGHERLGE -
FARENEREEEAARK 46028
To o AR EA A Zg ATE B IS
FR2MmE MR FE21 B IR —
FRATEEEL S EAERONERED
RNREE - ERFERERFTARRD
BREI - FIstEN AR BETEEELET
BrREx BRECERES TEIEHR
BHMTREEMES  MEAZENGT
e HBREAABEBEEE
BEATE -

%

t

ARG HE S E BRI E S 5T R R & 4F
B FS R M zE 2.21 R 251 o

ESTBROBESFHNER

Bk E X BEE SN RFEREAER -
MEEMNEFTAREEBNEBI KD
TABRNFRLERAEBEEARRAHL
R R AR A B0 sk E 75 M & Y
A RITEEAZFERN  MARRK
HEAEMZERAR - BRHB AR &MB
NEIBER AR BEARFE
= RESENRBIARBTNA\ERNTF
Z0A] B E TR MEABRRBAZSEN

EXEH
R BRI EEE SN R & BFR TS 3R P A
MFARBEOR BN 1R S E A

BB A RIS I 4 B R 1 B s H Y B
RBRIEREARGL -

Annual Report 2010 —Z—F444%H 61



SUBSTANTIAL SHAREHOLDERS

At 31 December 2010, the interests or short positions of every
person, other than a Director or chief executive of the Company, in

the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of

the SFO are as follows:

Name

=L

Wellbeing Holdings

ArcelorMittal Holdings AG
(formerly known as Mittal Steel Holdings AG)

(“AM Holdings AG”) (Note 1)
ArcelorMittal Holdings AG

(A7 & Mittal Steel Holdings AG)
([ AM Holdings AG |) (f83£ 1)

ING Bank N.V. (Note 2) (#7£2)

Deutsche Bank Aktiengesellschaft
(Note 3) (f&7£3)

Number of
shares held

Fris R8I E
1,255,849,124

867,711,151

509,780,740

289,990,800
289,990,800

220,934,306
219,801,940
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. At 31 December 2010, Mr. Lakshmi Niwas Mittal and Mrs. Usha
Mittal directly owned 40.84% and indirectly owned 40.84% of
the issued share capital of ArcelorMittal which indirectly held the
entire equity interest in AM Holdings AG, which beneficially owned
867,711,151 shares of the Company, representing approximately
29.62% of the issued share capital of the Company.

On 30 April 2008, AM Holdings AG entered into a put
option agreement with ING Bank N.V. and Deutsche Bank
Aktiengesellschaft, pursuant to which AM Holdings AG granted an
option to ING Bank N.V. and Deutsche Bank Aktiengesellschaft
over an aggregate of 509,780,740 Shares of the Company,
representing 17.40% of the issued share capital of the Company.

2. On 30 April 2008, AM Holdings AG and ING Bank N.V. entered
into a put option agreement, pursuant to which AM Holdings AG
granted an option to ING Bank N.V. to sell 289,990,800 Shares
of the Company. As at 31 December 2010, ING Bank N.V. owned
289,990,800 Shares of the Company, representing 9.90% of the
issued shares capital of the Company.

3 On 30 April 2008, AM Holdings AG and Deutsche Bank
Aktiengesellschaft entered into a put option agreement in
which AM Holdings AG granted an option to Deutsche Bank
Aktiengesellschaft to sell 219,789,940 Shares of the Company. As
at 31 December 2010, Deutsche Bank Aktiengesellschaft owned
220,934,306 Shares of the Company, representing 7.54% of the
issued shares capital of the Company.
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CONNECTED TRANSACTIONS

During the year, the following transactions between certain
connected parties (as defined in the Listing Rules) and the Group
have been entered into and/or are ongoing for which relevant
announcements and independent shareholders’ approval, if
necessary, had been made and obtained by the Company in
accordance with Chapter 14A of the Listing Rules.

(1)  Connected transaction

During the period between March to May 2010, Jinxi Jinlan
purchased from Qian An Longba Charging Company Ltd.
(“Qian An Longba”), an associate of a substantial shareholder
of a subsidiary of the Company, certain quantities of hot
rolled sheets on normal commercial terms for an aggregate
consideration of approximately RMB 35.5 million.

(2)  Continuing connected transactions

On 28 April 2008, Jinxi Limited entered into a framework
agreement with ArcelorMittal Sourcing S.A., an associate of
AM Holdings AG which is a substantial shareholder of the
Company, for the purchase of iron ore and relevant products
from ArcelorMittal Sourcing S.A. by the Group for the period
from 28 April 2008 to 31 December 2010. The total amount
of the aforesaid transaction for the year ended 31 December
2010 was RMB nil.

On 3 December 2008, Jinxi Limited entered into a framework
agreement with Qianxi County Longba Charging Company
Limited (“Longba Charging”), an associate of a substantial
shareholder of a subsidiary of the Company, for the purchase
of lime products and related products from Longba Charging
by Jinxi Limited for the period from 3 December 2008 to
31 December 2010. The annual cap for this transaction
for the year ended 31 December 2010 was revised from
RMB 81,250,000 to RMB 116,250,000 as set out in the
announcement dated 25 October 2010. The total amount of
the aforesaid transaction for the year ended 31 December
2010 was RMB82.9 mi