Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong
Kong Limited take no responsibility for the contents of this announcement, make no
representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this announcement.
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2018 ANNUAL RESULTS ANNOUNCEMENT

FINANCIAL HIGHLIGHTS
. Operating income amounted to RMB105,157 million
. Total profit amounted to RMB 10,008 million

. Profit attributable to shareholders of the Company amounted to RMB7,952
million

. Basic earnings per share amounted to RMB1.099 (2017: basic earnings per
share after adjustment amounted to RMB0.917)

. The financial information contained in this announcement is prepared in
accordance with the Accounting Standards for Business Enterprises in the PRC




In this announcement, the following expressions shall have the following meanings
unless the context indicates otherwise:

‘CAngang7’

“Angang Financial

Company”

“Angang Group”

“Angang Holding”

“ANSC-TKS”

“Ansteel Weifang”

“Anshan Iron & Steel Group

Complex”

“Anshan Steel Engineering”

“ANSI”

Angang Group Company Limited* ( ¥% & ££ & A [R
/v F] ) - the ultimate controlling shareholder of the
Company

Angang Group Financial Company Limited* (%% #f £
g A R AL A A

Angang and subsidiaries held by it as to 30% or more
(excluding the Group)

Anshan Iron & Steel Co. Ltd* (%% 1l 8 # 4 % f [R
v 7)), the controlling shareholder of the Company

ANSC-TKS Automobile Steel Company Ltd. ( # 8 &
AR L B IR B8 A R A A

Ansteel Weifang Processing and Distribution Co., Ltd.*
(% S B G A Wk A BR A A

Angang Holding and the companies in which it holds
30% or above interests in (not including the Group)

Anshan Iron and Steel Group Engineering Technology
Development Co., Ltd.* (% #f] 5 [# T 2 $¢ flr 4% &
AR 2D

Angang New Steel and Iron Company Limited*
(H% o 45 [ B 6 # A R 3E AT A Fl), the former
wholly-owned subsidiary of Angang Holding. In January
2006, the Company acquired the 100% equity interests
in ANSI held by Angang Holding and cancelled the
business registration of ANSI.



“Bayuquan Iron & Steel
Branch Company”

“Board”

“Chaoyang Iron and Steel”

“Chemical Technology”

“Company” or

“Angang Steel”

“Continuing Connected
Transaction Agreements”

“Energy Technology”

“FAM Angang”

“Financial Service
Agreement (2016-2018)”

“Group”

“Hong Kong”

“Hong Kong Listing Rules”

Bayuquan Iron & Steel Branch Company* (fi £ [ $f
# 43 7~ F]) of Angang Steel

the board of Directors of the Company

Angang Group Chaoyang Iron and Steel Co., Ltd. (#%
o 52 B 1 A R 2 R

Angang Chemical Technology Co., Ltd.* (¥ ] {t £
P44 BR 2 7l

Angang Steel Company Limited* (%% #i 1 /1> A BR 2~ w])

collectively, the Supply of Materials and Services
Agreement (2016-2018), the Supply of Materials
Agreement (2016-2018) and the Financial Service
Agreement (2016-2018)

Angang Energy Technology Co., Ltd.* (#% 8 fg I £}
¥ A BR 72~ #l), formerly known as Angang Gas Co.,
Led. (¥ 8 58 2 A R 2 #)

Changchun FAM Angang Steel Processing and
Distribution Group Limited* ({& & — 7K ¥ #f 88 1 fin
T R AT IR 2 )

the Financial Service Agreement (2016-2018)
entered into between the Company and Angang
Financial Company, which was approved at the third
extraordinary general meeting of the Company in 2015
on 23 December 2015

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the
PRC

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited



“Hong Kong Stock
Exchange”

“Karara”

“Pangang Vanadium &
Titanium”

“Pangang Vanadium &
Titanium Group”

“PRC”

“Shanghai Ansteel”

“Supply of Materials

Agreement (2016-2018)”

“Supply of Materials and
Services Agreement
(2016-2018)”

The Stock Exchange of Hong Kong Limited

Karara Mining Limited (< $I I % 2£ & BR 2 7 *)

Pangang Group Steel Vanadium & Titanium Co., Ltd.*
(%5 5 SE 18 AL 8K VR IR 0 A PR 4 A

Pangang Vanadium & Titanium and its subsidiaries

the People’s Republic of China (for the purpose of
this announcement, excluding Hong Kong and Macau
Special Administrative Region)

Shanghai Ansteel Steel Processing Co., Ltd.* (I ¥ ¥%
S G A1 o LA BR A A

the Supply of Materials Agreement (2016-2018) entered
into between the Company and Pangang Vanadium
& Titanium, which was approved at the second

extraordinary general meeting of the Company in 2015
on 12 October 2015

the Supply of Materials and Services Agreement (2016—
2018) entered into between the Company and Angang
Group Company, which was approved at the second
extraordinary general meeting of the Company in 2015
on 12 October 2015



PRINCIPAL ACCOUNTING FIGURES AND FINANCIAL INDICATORS
Unit: RMB million

Changes over

the preceding
2018 2017 year 2016
(%)
Before After After Before After
Items adjustment  adjustment  adjustment adjustment  adjustment
Operating income 105,157 84,310 91,683 14.70 57,882 62,599
Operating profit 10,088 5,526 6,359 58.64 1,591 1,682
Total profit 10,008 5,480 6,313 58.53 1,620 1,713
Net profit attributable to shareholders 7,952 5,605 6,638 19.80 1,616 1,708
of the Company
Net profit attributable to shareholders 60,6033 5,586 5,585 18.76 1,594 1,594
of the Company after extraordinary
items
Net cash flow from operating 8,294 0,208 6,478 28.03 4,349 4,878
activities
Basic earnings per share (RMB/share) 1.099 0.775 0.917 19.85 0.223 0.236
Diluted earnings per share 1.088 0.775 0.917 18.65 0.223 0.236
(RMB/share)
Weighted average return on net assets 14.82 11.81 1402 Increased 3.67 3.99
(%) by 0.80
percentage
point



Changes over

At the end the preceding
Items of 2018 At the end of 2017 year At the end of 2016
(%)
Before After After Before After

adjustment  adjustment  adjustment  adjustment  adjustment

Total assets 90,024 89,204 94,886 -5.12 88,373 93,127
Total liabilities 37,559 38,818 42,174 -10.94 43,085 49,068
Owner’ s equity attributable to 51,962 49,973 52,291 -0.63 44,882 43,646
shareholders of the Company
Net assets per share attributable to 7.18 6.91 7.23 -0.63 6.20 6.03
shareholders of the Company
(RMB/share)
Assets-liability ratio (%) 41.72 43,52 4445 Decreased by 48.75 52.69
273
percentage
points
Total share capital 1,235 7,235 1,235 - 7,235 7,235

Description:  Reason for retrospective adjustment: the Group acquired Chaoyang Iron and Steel and
Energy Technology from the business combination under common control during the
year, and retrospectively adjusted the current and final data for 2017 and 2016.

Total share capital of the Company as at 17 March 2019:
Total share capital of the Company (shares) 7,234,807,847
Fully diluted earnings per share calculated based on the latest 1.099

share capital (RMB/share)

Is there any corporate bond

D Yes No



MAJOR FINANCIAL INDICATORS BY QUARTER

Unit: RMB million

First Second Third Fourth
Quarter Quarter Quarter Quarter
Operating income 21,513 25,369 30,931 27,344

Net profit attributable

to shareholders of the

Company 1,590 1,909 3,356 1,097
Net profit attributable

to shareholders of

the Company after

extraordinary items 1,583 1,934 2,410 706
Net cash flow from
operating activities -658 2,565 5,833 554

Whether there is substantial difference between the aforesaid financial indicators or
their sum and those disclosed in the quarterly report and interim report.

Yes |:| No

Reason explanation: The Group acquired Chaoyang Iron and Steel from business combination under
common control on 30 September 2018, and the cumulative data of Chaoyang
Iron and Steel for the first three quarters has been consolidated into that of the
third quarter of the Group.



ITEMS OF NON-RECURRING
PROFIT:

Items of Non-Recurring Gains
and Losses

1. Gains/losses from disposal of
non-current assets

2. Government grant recorded
into profit/loss for current
period except that relevant to
enterprise operation and in
compliance with government
policies and continuously
entitled for standard amount or
quantities

3. Net gains or losses of
subsidiaries arising from
business combination under
common control from the
beginning of the year to the
date of combination

4. Net gains or losses of
subsidiaries arising from
business combination under
common control for the
previous year

5. Changes in fair value of
financial assets held for trading

6. Changes in fair value of
other non-current liabilities
(part of derivative financial
instruments)

7. Achievement by steps of
business combination under
non-common control, the
earnings from re-measurement
of original equity at fair value

GAINS AND

2018

-103

86

1,268

68

-22

LOSSES AND EFFECT ON

Unit: RMB million

2017 2016 Description
-44 -15 -
72 40 -
- 4 -
1,034 92 -



Items of Non-Recurring Gains
and Losses

8. Achievement by steps of
business combination under
non-common control, the
earnings from the lower
merger cost than the fair value
of the investee’s identifiable
net assets attributable to the
investor when the investment is
acquired.

9. Investment income from
disposal of subsidiaries

10. Other non-operating revenue
and expenses except those
mentioned above

Subtotal

Less: Effect on income tax
Effect on minority investors
(after tax)

Total

Note: For the figures of non-recurring gains and losses items, “+” indicates gains or income,

indicates losses or expenses.

2016 Description

2018 2017
26 - -
2 _ _
17 -2 -
1,337 1,060 121
17 7 7
1 _ _
1,319 1,053 114
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OPERATING RESULTS FOR 2018

The Group recorded a net profit attributable to shareholders of the Company of
RMB7,952 million and basic earnings per share of RMB1.099 for the year ended 31
December 2018 as compared to a net profit attributable to shareholders of the Company
after adjustment of RMB6,638 million and basic earnings per share after adjustment of
RMBO0.917 for the year ended 31 December 2017.

PROFIT DISTRIBUTION

The Board recommended distributing RMB1,591,657,726.34 of distributable profits to
all shareholders of the Company by way of cash dividend of RMB2.2 (tax inclusive)
per 10 shares on the basis of the total share capital of 7,234,807,847 shares. At the
same time, the Company will issue shares to all shareholders by way of capitalisation
of capital reserve, on the basis of three(3) capitalisation shares for every ten(10)
existing shares. If there is any change in the Company’s total share capital as of the
record date for dividend distribution in 2018, the total amount of cash dividend under
the profit distribution proposal will remain unchanged, and the cash dividend per share
will be adjusted on the basis of the Company’s total share capital on the record date
for dividend distribution. The proposal is subject to consideration at the 2018 annual
general meeting.

Information regarding the record date and register close date for the entitlement to the
final dividend and attendance of the annual general meeting will be announced in due
course.

Pursuant to the Corporate Income Tax Law of the PRC and its implementing
regulations, which came into force on 1 January 2008, the Company is required to
withhold corporate income tax at the rate of 10% before distributing the dividend to
non-resident enterprise (as defined in the Corporate Income Tax Law of the PRC)
shareholders whose names appear on the H Share register of members of the Company.
Any H Shares registered in the name of non-individual shareholders, including HKSCC
Nominees Limited, other nominees, trustees or other organizations and groups, will
be treated as being held by non-resident enterprise shareholders. Thus, the Company
will distribute the dividend to such non-individual shareholders after withholding the
10% corporate income tax. The 10% corporate income tax will not be withheld from
the dividend payable to any natural person shareholders whose names appear on the H
Share register of members of the Company.

Any natural person investor whose H Shares are registered under the name of any such
non-individual shareholders and who does not wish to have any corporate income tax
to be withheld by the Company may consider transferring the legal title of the relevant
H Shares into his or her name and duly lodge all transfer documents with the relevant
H Share certificates with the Company’s H Share registrar for registration.
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Pursuant to the Notice on the Tax Policies Concerning the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (Cai Shui [2016] No. 127) (£ B A R # K %=
3% 28 & 0 W 0% 6%t B A BR B i B0 5K 89 %8 1)), for mainland corporate
investors that invest in a company via the Shenzhen-Hong Kong Stock Connect,
corporate income tax will be levied according to the law. In particular, for any dividend
to be distributed to resident enterprises in the mainland China which hold H shares for
more than 12 consecutive months, corporate income tax may be exempted according
to the law. Such mainland enterprises shall declare and pay taxes by themselves in
respect of such dividends, which will not be withheld by such H share company. In
respect of dividends for the H shares of a company invested in by mainland individual
investors on the Hong Kong Stock Exchange through the Shenzhen-Hong Kong Stock
Connect, the H share company shall apply to China Securities Depository and Clearing
Co., Ltd., which will then provide the H share company with the register of mainland
individual investors. The H share company shall withhold an individual income tax at
the rate of 20% on such dividends.

For dividends received by investors (including enterprise and individual investors)
in the Hong Kong market from investing in A shares listed on the Shenzhen Stock
Exchange, and before Hong Kong Securities Clearing Company Limited is able
to furnish China Securities Depository and Clearing Co., Ltd. with the identity,
holding period and other detailed data of the investors in the Hong Kong market,
the differentiated tax treatment based on the holding period of shares will not be
implemented temporarily. Listed companies shall withhold income tax at the rate
of 10% and make withholding filings with the competent tax authorities. For those
investors who are tax residents of other countries and the tax rate applicable to
dividends is lower than 10% under the tax treaty between China and the relevant
countries, such investors may, by themselves or request the withholding agent to act on
their behalf to, apply to the competent tax authorities in respect of the listed company
for the preferential relevant treatment under the relevant treaties. Once verified by the
competent tax authorities, the amount being the difference between the tax withheld

and the tax calculated at the rate as prescribed under the corresponding tax treaty shall
be refunded.

All investors should consider the above contents carefully. The Company will strictly
comply with the relevant PRC tax laws and regulations; and the Final Dividend will
only be payable to the shareholders whose names appear on the register of members
of the Company. The Company assumes no responsibility or liability whatsoever for
confirming the identity of the shareholders of the Company and for any claims arising
from any delay in or inaccurate determination of the identity of shareholders of the
Company or any disputes over the withholding mechanism.
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BUSINESS REVIEW

In 2018, the Company grasped the favorable opportunity for the picking up of steel
market by focusing on three key elements of “efficiency, quality and reform”, and has
achieved remarkable results in all aspects of production and operation through uniting
and leading all cadres and employees and working hard for progress.

1.

Operating results hit the best level in history

In 2018, the Group achieved an operating income of RMB105,157 million,
representing an increase of 14.70% over the previous year. The total profit
reached RMB10,008 million, representing an increase of 58.53% over the
previous year. The net profit attributable to shareholders of the Company was
RMB7,952 million, representing an increase of 19.80% over the previous year.
The basic earnings per share was RMB1.099, representing an increase of 19.85%
over the previous year.

In 2018, the Group produced 24.788 million tons of iron, representing an increase
of 2.66% over the previous year; 26.155 million tons of steel, representing an
increase of 5.12% over the previous year; and 24.1307 million tons of rolled steel,
representing an increase of 5.24% over the previous year. Sale of rolled steel
amounted to 24.098 million tons, representing an increase of 4.60% as compared
with the previous year. The Group achieved a sales-output ratio of 99.86%.

In 2018, the Company successfully acquired 100% equity of Chaoyang Iron
and Steel, which further improved the Company’s production capacity and
profitability.

Continuous Optimization of Industrial Structure

The main business of irons and steels achieved a steady development. The
upgrading of equipment was speeded up with respect of key areas regarding
product adjustment and quality improvement, energy conservation and cost
reduction, environmental protection and emission reduction, and process
optimization. The upgrading and transformation project in relation to Dalian
Foundry of Anshan Headquarters were completed successfully. The Company
successfully acquired 100% equity of Chaoyang Iron and Steel to promote the
coordinated development of three iron and steel production bases, namely Anshan
Headquarters, Yingkou Base and Chaoyang Base, thus improving the profitability
of the Company.
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Coordinated development of related industries. The 180MW CCPP machine set
project was steadily implemented, the reasonable use of residual heat to replace
urban energy was carried out, and the revenue deriving from the clean power
generation industry reached RMB3.944 billion; the projects of needle cokes and
carbon microspheres witnessed stable progress, and the revenue deriving from the
chemical science and technology industry reached RMB7.668 billion. The further
processing of steed products and related extension services were promoted. The
layout in the high-end auto parts industry were in the process, and the projects
of EPS and thermoforming were accelerated; the capital increase and share
enlargement were made in Angang Gas Co., Ltd. (currently renamed as Angang
Energy Technology Co., Ltd.) to promote the development of the Company in gas
and energy industry. The Company’s resource advances were given full play so as
to enhance the value creation efficiency of its surplus gas and energy resources.

Significant Improvement of Operation Efficiency

Optimization of production organization. The coordination and interaction
between the three regions and three lines were strengthened, and the concurrent
development of “coke, iron and steel” productions was promoted. Under the
circumstance of heavy repair of 1# blast furnace in Bayuquan Iron & Steel Branch
Company and 5# blast furnace in Anshan Headquarters, the productions of irons,
steels and materials all exceeded expected output.

Strengthening of cost reduction and efficiency improvement. The cost reduction
index system consisting of 6 projects and 61 tasks in relation to three dimensions
of ferrite flow, carbon flow and capital flow was established. The potential of
cost reduction was explored to lower down the cost of outsourcing energy and
logistics on a continuous basis. The cost-effective procurement and material life
cycle management were implemented, with the ratio of cost-effective procurement
reaching 36.39%. The previous fuel purchasing strategy was adjusted, and the
“three enhancements and three reductions” scheme witnessed new progress.

Promotion of the intelligent manufacturing. The informatized and intelligent plans
together with 2018 project implementation plans were prepared, with emphasis
on informatization projects such as ERP transformation, big data platform and
digital workshop. The construction of an intelligent and transparent factory under
the new metallurgical process was accelerated, and centralized and integrated
energy management and control of Bayuquan Iron & Steel Branch Company were
realized. The 5,500mm thick plate project was rated as the National Intelligent
Manufacturing Pilot Demonstration Project.
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Effective Release of Reform Vigorousness

Steady advancement of the system and mechanism reform. The contractual
management was promoted, and the contractual performance assessment, target
responsibility assessment and quasi-contractual evaluation were implemented.
According to the principle of “sharing risks, increasing profits, identifying
responsibilities and operating pursuant to regulations”, the management of project
follow-up investment was promoted. Taking the contracting of the small-scale
production line as a model, seven companies and production lines, such as
Seamless Steel Tube Factory and the 3,800mm production line of Bayuquan Iron
& Steel Branch Company, were contracted to realize the transformation from
being “internal production-driven” to “market-driven”. The structural reform
was pushed forward, and the informatized management center and the quality
measurement center were established. The reform of “simplifying administration
and delegating power, combining control and power delegation, and optimizing
services” was carried out to grant full authorization to Chaoyang Iron & Steel
Company in six areas including procurement and sales. The incentive and restraint
mechanism of “emphasizing precision, strong incentives, strong constraints and
strict assessment” was set up and improved to enhance the endogenous power of
the company.

Increasingly improvement of the scientific research system reform. The science
and technology innovation management committee and the science and technology
innovation and technology expert committee were in place. According to the
“one office, two centers, three departments and ten institutes” scientific research
management framework model, the institutional reform of the technology center
was implemented and the “one factory, one institute” system was promoted. The
technology center was given “equity, options and autonomy”, the salary incentive
mechanism was improved, the channels of talent promotion were unlocked, and
the enthusiasm of scientific researchers was further stimulated.

Continuous optimization of the marketing and operation model. The “1+4+N”
marketing model was established. The operating and management system of steels
for automotive application was optimized, the customer-centered rapid response
and coordination mechanism was set up, and the integration of production, sales,
research and service was realized. The importance of performance evaluation was
emphasized, and the remuneration system of “basic salary + performance bonus”
was reinforced with a view to fully mobilizing the enthusiasm of sales staff.
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Continuous Strengthening of Brand Building

The brand influence continued to increase. The overall brand building strategy
was formulated, and the brands of ANSTEEL, TAGAL and AHK were promoted
as a whole. The cold rolled non-oriented electrical steels were recognized as
Liaoning’s key brand product, and 6 types of products such as the medium and
thick plate steels applied in rails, ships and ocean engineering were known
as famous brand products of Liaoning. The principle regarding expansion of
direct supply and increase of direct sales was adhered to, with the direct supply
customers increasing by 3% year-on-year, and the number of key projects won
upon bidding increasing by 71% on a yearly basis. The Company’s senior officers
led teams to visit 25 key customers and enhanced the communication with the
management thereof. The QCDDS service system was established to improve
customer service quality, winning 11 awards for outstanding suppliers throughout
the year. The crack arrest steels won the 2018 China Iron and Steel Industry
Product Development — Market Exploration Award.

Building brands through premium qualities continued to be reinforced. The third
“3.15” quality work conference was held to formulate and implement a three-year
quality improvement plan as well to promote quality upgrading in key areas and
of key varieties. The quality index system was improved, and the index evaluation
method for first-pass ratio was formulated. The total of 97 quality improving
“1+10+N” projects was completed. The construction of quality inspection system
was strengthened and 10 quality inspection stations were added to the finished
product factories. During the year, five products won the Gold Cup Award for
Quality in Metallurgical Industry and one product won the Excellent Quality
Award.

The product adjustment and brand building achieved remarkable results. The
proportions of new products, leading unique products and strategic products
reached 12.4%, 30% and 69% respectively, with 3 products achieving world
debut and 5 products completing national debut throughout the year. The
trial production of high-strength container steel, and the storage tank steel for
PetroChina Tangshan LNG Phase II Project was completed. The process route for
producing high-magnetic silicon steel by hot rolling 1,580mm line in Bayuquan
Iron & Steel Branch Company was put into practice. The enamel steel plate for
high-end decoration was successfully developed. The nuclear power plate research
and development center was jointly set up with Shanghai Nuclear Engineering
Research and Design Institute to help the localization of nuclear power steel.
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The role of science and technology in improving brand image was prominent. The
conference on scientific and technological innovation was held. The 2025 Science
and Technology leading plans were released, 39 leading experts and chief experts
were employed, and the 2018-2020 scientific research project plan covering
12 technological fields, 9 product fields and 491 projects was determined.
The research and development of key projects were strengthened, 31 national
scientific research projects were implemented and key research and development
projects achieved important breakthroughs. Remarkable achievements in
scientific and technological innovation were made, winning one first prize and
one second prize of the National Scientific and Technological Progress Award,
six Metallurgy Science Technology Awards, one China Iron and Steel Industry
Market Development Award, nine Scientific and Technological Progress Award
in Liaoning Province, and one first prize of China Railway Society Science and
Technology Award.

Results Yielded in Three Crucial Tasks

Effectively preventing capital risks through optimization of debt structure. The
zero-coupon H-share convertible bonds of HK$1.85 billion were successfully
issued, thus optimizing the Company’s debt structure and enhancing the Company
capital risk prevention capability. The principle of “reducing two types of
amounts, increasing two kinds of rates, and operating with zero liability”, the
debt structure was further optimized by repaying interest-bearing liabilities, and
expanding financing channels. The futures tools were effectively utilized to avoid
market risks, resulting in the futures hedging transactions involving products of 6.8
million tons throughout the year.

The environmental governance was promoted and the green development
capability was enhanced. The environmental protection development plans were
formulated, the implementation of environmental protection upgrading projects
and the construction of green ecological steel mills were accelerated. All coke
ovens were desulphurized and denitrated. Lingshan Stockyard went through the
transformation of “three sheds and one net”. The coke dust suppression net and
the mixed closed stockyard were completed and put into operation. The pollutant
emissions of Angang Steel were greatly reduced, with drainage per ton of steel,
COD and sulfur dioxide falling 68%, 76.2% and 15.5% respectively. Bayuquan
Iron & Steel Branch Company won the title of “2018 Top Ten Outstanding
Enterprises for Green Development”.
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The poverty relief efforts made solid progress. The team focusing on poverty
relief was established, and selected personnel for poverty relief were stationed in
remote areas and rural areas. The designated poverty relief work was promoted,
the poverty relief through industry development was strengthened, and the
poverty relief through employment was reinforced. Sixteen poverty relief projects
were implemented, and the actual funds allocated to poverty relief was RMB6.273
million, when compared with the poverty relief funds of RMB3 million budgeted
at the beginning of the year, had an increase of RMB3.273 million, with a
completion rate of 209.1%. The company’s management led the team to conduct
in-depth research on poverty relief points and solved 23 related challenging issues
on the spot. It has made meaningful contributions to the counterpart to which aids
were provided in achieving the schedule of taking targeted measures in poverty
relief.

2019 DEVELOPMENT PLAN OF THE COMPANY

1. Landscape and development trend in the industry

The year 2019 is the 70th anniversary of the founding of the PRC, it is also a
crucial year for building a well-off society in an all-round way, and an important
period for implementing new development concepts and promoting high-quality
development.

Macroscopically, the global economic growth has slowed down, and the external
economic environment is becoming complicated and changeable due to the
continued interest rate hike in the United States and trade friction and uncertainty,
all of which have far-reaching impact on the international political and economic
environment. Recently, the growth of domestic investment, consumption and
export have weakened. According to the prediction of the Chinese Academy
of Social Sciences, the Chinese GDP will increase by 6.3% in 2019, CPI by
1.8%, and PPI by 1.6%. The Central Economic Work Conference pointed out
that China’s economic operation has changed steadily with trepidation while
the external environment is still complex and severe, the economy is facing
downward pressure, and the development is still and will be in an important
strategic opportunity period in the long run.
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From the perspective of iron and steel industry, with the weak growth of steel
demand, the supply elasticity becomes smaller and cyclical risks of market
increase, which has been showed by a differentiation trend of the raw material
market upstream and slowdown for steel demand downstream, and the market in
running in fluctuations. However, with the gradual implementation of a series of
policies for the steady growth of the national economy, the long-term positive
trend of the economy has not changed. The supply side reform has achieved initial
results, the “Belt and Road” strategy has provided rare development opportunities
for Chinese iron and steel enterprises to “go out”.

The Company will make efforts to grasp the rhythm of market changes, work hard
in preparing for difficulties and challenges and maintain a good momentum of
rapid development, to promote the high-quality development of the Company.

Development strategy of the Company

The Company will guide its work with the development strategy of “strengthening
quality steel, focusing on innovation, implementing green manufacturing,
providing excellent service, accelerating layout adjustment, and promoting
upgrading and transformation”.

—  Strengthening quality steel

Focusing on “total volume, production lines and products”, we will
comprehensively enhance the core competitiveness of the steel business;
maximize the efficiency of equipment, accelerate the improvement of
superior competitive advantages and development capabilities, and promote
the scale; promote the product upgrading, build ten major product lines, such
as automobiles, shipbuilding and marine engineering, railways and bridges,
and solidly promote the development by quality products to consolidate and
enhance our influence in the industry; promote the upgrading of production
lines by focusing on key areas such as variety adjustment and quality
improvement, green production and intelligent manufacturing, and promote
the improvement and upgrading of key production lines. the

—  Focusing on innovation drivers
To promote technological innovation, institutional innovation and marketing

model innovation, deepen the reform of distribution system, and improve our
development momentum and vitality.
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Implementing green manufacturing

To improve the efficiency of resource and energy utilization, promote
research and application of green manufacturing technology, reduce pollution
emissions, and consciously assume social responsibility; to integrate into
urban development, achieve a high degree of harmonic and sustainable
development of enterprises and environment, and build a resource-saving
and environment-friendly enterprise.

Providing excellent services

To accelerate the transition from manufacturing to integrated service
provider, seek the best solution between expanding market share and
increasing product profitability, and enhance market control (market
influence, brand influence, price dominance, market share, etc.).

Speed up layout adjustment

The production capacity was transferred to low-cost areas. The first is to
take the opportunity of the country’s implementation of the “Belt and Road
Initiative” strategy and the strengthening of international cooperation in
production capacity, it has made great efforts to open up the international
market and promote the transfer of production capacity overseas. Through
the implementation of “going out” of the production capacity, it can
not only make full use of inefficient and idle equipment and facilities,
revitalize existing assets and save investment, but also develop international
markets and enhance international competitiveness. The second is to
optimize the layout of production capacity in various bases and promote
the transformation of regional advantages to profitability. The Company
will make full use of international and domestic resources and markets to
increase production capacity and profitability.

Promote upgrading and transformation

The automated, informatized and intelligent measures were utilized to
promote industrial upgrading and improve operating efficiency.
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The level of equipment automation was increased and the human resources
optimization was promoted to improve labor productivity. The key
informatization projects such as the procurement and supply management
information system, the sales business management platform, the logistics
management and control platform, and the production scheduling
management and control center were pushed forward to build an efficient
and fast responding information operation system. The management process
was optimized, and the “Internet plus”, Internet of Things, big data, cloud
computing, mobile terminals and other information technologies were
applied to enhance the data and information processing capacity as well
as transmission efficiency, and realize the integration and development of
traditional industries and information technology; tracking, controlling,
analyzing, optimizing and guiding of the whole process of production and
operation were implemented, the all-time and all-dimension marketing
services respecting online transactions, dynamic tracking and inquiry of
orders, and major customer channels were provided to improve the efficiency
of enterprise operation and management as well the quality of marketing
services.

Operation plan for the year of 2019

In 2019, the Company will keep focusing on three key elements, namely reform,
efficiency and quality, make efforts to achieve six “adhere to” and six “create”,
and strive to be the most competitive iron and steel flagship enterprise in the
industry by proactive progressing, reform and innovation and accelerating quality

development.

(I) Adhere to political position, to create a flagship enterprise with the most
affection.

(2) Adhere to innovation driving, to create an innovative enterprise with the
most potential for development.

(3) Adhere to deepening reform, to create a transformational enterprise with the
most dynamic.

(4) Adhere to customer first, to create a service enterprise with the most brand
value.

(5) Adhere to synergy and efficiency, to create an efficient enterprise with the
most operational capabilities.

(6) Adhere to people-oriented, to create a sharing enterprise with the most

development synergy.
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4. Plans for funding requirements

In 2019, the proposed investments for engineering projects and external
investments of the Group will amount to RMB3,128 million.

In 2019, the sources of funding for the Group mainly include cash inflows from
operating activities and bank loans.

ANALYSIS OF FINANCIAL INFORMATION
1. Overview
Unit: RMB million

Increase/

decrease

during the

Reporting

Period as

compared

with the

Corresponding ~ corresponding

Reporting  period of the  period of the ~ Explanation and reasons for

Item Period  previous year  previous year ~significant change
(%)

Operating income 105,157 91,683 1470 -

Operating costs 88,126 78,707 197 -

Marketing expenses 3,007 2,570 19.34 -

Administrative 1,206 1,589 2033 -

expenses
Financial expenses 1,471 1,331 1052 -
R&D expenditure 483 326 48.16  Increase in trial and R&D expenditure of new products.
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Reporting
Item Period
Total profit 10,008
Net profit attributable 7,952
to shareholders of
the Company
Net cash flow -316

Corresponding
period of the
previous year

6,313
6,038

325

Increase/
decrease
during the
Reporting
Period as
compared
with the
corresponding
period of the
previous year

(%)

38.53
19.80

-258.77
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Explanation and reasons for
significant change

In 2018, the Company carried out a series of work around
“efficiency, quality and reform” and achieved a record high in
profits: firstly, the Company continued to promote system cost
reduction and differentiated reduction of procurement costs,
and to build a project cost-reducing index system and deepen
the potential for cost reduction around the three dimensions
of ferrite flow, carbon flow and cost flow, and has achieved
new results in “three improvements and three reductions”;
secondly, the Company established “T+4+N" marketing model
and realized the integration of production, sales, research and
services, allocated resources according to market demand,
and continued to strengthen the brand’s influence through
establishing brands with quality, creating brands by variety
adjustment and enhancing brands by technology; thirdly,
the Company completed the acquisition of Chaoyang Iron
and Steel, by which we realized the overall listing of quality
assets of the steel industry and improved the Company’s
profitability.

The net increase in cash and cash equivalents decreased
by RMB841 million as compared to the same period of
the previous year, which was mainly due to (i) increase of
RMBI1,816 million in net cash flow from operating activities
over the same period of the previous year; (ii) decrease of
RMB2,544 million in net cash flow from investing activities
over the same period of the previous year; (iii) decrease of
RMB128 million in net cash fl