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Corporate Profile

The Board, the Supervisory Committee, the Directors, the Supervisors and the senior
management of the Company guarantee the truthfulness, accuracy, and completeness of
the contents of this report, and that there is no false representation or misleading statement
contained in, or material omission from this report, and severally and jointly undertake the
legal liability for it.

Mr. Wang Yidong, the Company’s Chairman and the person in charge, Mr. Ma Lianyong, Chief
Accountant and Ms. Guo Wu, the person in charge of the accounting institution, guarantee the
truthfulness, accuracy and completeness of the financial report in this report.

CORPORATE PROFILE

The Company is a joint stock limited company established on 8 May 1997 with Angang
Holding as its sole promoter. Pursuant to the reorganization, subsidiaries of the promoter,
namely the Cold Roll Plant, Wire Rod Plant and Heavy Plate Plant were transferred to the
Company, with a net asset value of RMB2,028,817,600 as determined by the State-owned
Assets Administration Bureau, and 1,319,000,000 domestic state-owned legal person shares
with a par value of RMB1 each were issued to Angang Holding.

On 22 July 1997, the Company issued 890,000,000 H Shares at HK$1.63 per share which
were listed and traded on the Hong Kong Stock Exchange on 24 July 1997. The Company
subsequently issued 300,000,000 domestic A Shares at RMB3.90 per share on 16 November
1997, of which 285,505,400 shares were offered to the public and 14,494,600 employees’
shares were placed to the employees of the Company. Trading of the 285,505,400 shares
offered and issued domestically, and the 14,494,600 employees’ shares placed to the
employees of the Company commenced trading on the Shenzhen Stock Exchange on 25
December 1997 and 26 June 1998, respectively.

On 15 March 2000, the Company issued A Share convertible debentures amounting to
RMB1.5 billion in the PRC. On 14 March 2005, the Company paid the principal and interest
accrued for the A Share convertible debentures upon their maturity, and conversion of shares
and delisting itself ended on the same day. As of the date of maturity, a total of 453,985,697 A
Shares were converted from the convertible debentures of the Company.

On 26 January 2006, the Company newly issued 2,970,000,000 A Shares at RMB4.29 per
share to Angang Holding as partial payment of the consideration for the acquisition of 100%
equity interests of ANSI. The registration for custody of such shares at Shenzhen Branch of
China Securities Depository and Clearing Corporation Limited was completed on 23 February
2006 and they were not traded or transferred within 36 months starting from 23 February 2006.
The total number of shares of the Company was 5,932,985,697 after the issue of new shares.

ANGANG STEEL COMPANY LIMITED



Corporate Profile (Continued)

CORPORATE PROFILE (CONTINUED)

On 20 June 2006, it was approved by the annual general meeting of the Company for the year
2005 that the Chinese name of the Company was changed from “$ i # 2L D BR A F)” to
"B D BBR /A F]”, while the Chinese short name was changed to “SH% " from “EMFETEL”,
and the English name was changed from “Angang New Steel Company Limited” to “Angang
Steel Company Limited”, while the English short name was changed to “Ansteel” from “Angang
New Steel”. On 29 September 2006, the Company obtained its new “Business License for
Enterprise Legal Person” reflecting such change.

In December 2005, the Company implemented the non-tradable shares reform, pursuant to
which, Angang Holding, the holder of the non-tradable shares of the Company, offered 2.5 A
Shares and 1.5 “#2iflJTC1” share warrants for every 10 shares held by the registered holders
of tradable A Shares on the record date for the non-tradable shares reform, and Angang
Holding offered a total of 188,496,424 A Shares and 113,097,855 “#$0JTC1” share warrants
to other holders of A Shares. The “#illJTC1” share warrants expired in December 2006. A
total of 110,601,666 share warrants were successfully exercised, as a result of which Angang
Holding transferred 110,601,666 shares to the other holders of A Shares at RMB3.386 per
share. The “¥z#lJTC1” share warrants which were not exercised on the date of expiry were
cancelled thereafter. After the exercise of such warrants, the total number of shares of the
Company remained unchanged, comprising 3,989,901,910 A Shares held by Angang Holding,
1,053,0883,787 A Shares held by other A shareholders and 890,000,000 H Shares held by H
shareholders.

In 2007, the Company issued rights shares on the basis of 2.2 rights shares for every 10
existing shares to all the shareholders of the Company. From 10 October to 16 October 2007,
the Company issued 1,106,022,150 rights shares to A shareholders of the Company at the
price of RMB15.4 per share, including issuance of 228,240,496 shares to holders of shares
not subject to trading moratorium and issuance of 877,781,654 shares to holders of shares
subject to trading moratorium. Such newly issued domestic rights shares were approved
to be listed on the Shenzhen Stock Exchange on 25 October 2007. From 22 October to 5
November 2007, the Company issued 195,800,000 H rights shares to H shareholders of the
Company at a price of HK$15.91 per share (equivalent to RMB15.4 per share according to
the then exchange rate). Such newly issued H rights shares were approved to be listed on
the Hong Kong Stock Exchange on 14 November 2007. Upon completion of the rights share
issue, the total number of shares of the Company amounted to 7,234,807,847 shares, of which
4,867,680,330 A shares were held by Angang Holding, 1,281,327,517 shares were held by
other A shareholders and 1,085,800,000 shares were held by H shareholders.

The Company issued HK$1.85 billion of zero coupon H share convertible bonds on the Hong

Kong Stock Exchange on 25 May 2018. The convertible bonds were listed in Hong Kong on 28
May, 2018. The Stock Exchange is listed and dealt and will expire on 25 May 2023.
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Corporate Profile (Continued)

CORPORATE PROFILE (CONTINUED)

As a large national enterprise for manufacture and sales of iron and steel, the Company is
engaged in the entire process of production of iron and steel including sintering, coking,
iron-making, steel-making, steel rolling and ancillary facilities. The Company’s principal
products include hot rolled sheets, cold rolled sheets, galvanized steel sheets, color coating
plates, medium and thick plates, heavy section, heavy rails, wire rods, seamless steel pipes
and cold rolled silicon steel. These products are widely used in industries such as machinery,
metallurgy, petroleum, chemical industry, coal, electric power, railway, shipbuilding,
automobile, construction, home electrical appliances and aviation.

The series of steel products with high-tech characteristics made by the Company including,
steel for shipbuilding, railway, automobile, nuclear power, petroleum and petrochemicals,
home electrical appliances, container and electrical steel have ranked among famous brand
products. Research of new types of steel products for vessel plate and railway steel rail as
well as technology for manufacture of steel rail has reached international advanced level.
The technology for the series products of high-strength thick pipelines steel for undersea
high pressure oil and gas pipeline delivery was industry-leading. Moreover, the Company
established the first national key laboratory for metallic material of marine equipment and its
application.

The Company has a comprehensive product portfolio with a vast variety of products and
complete specifications, and its brand enjoys a high reputation and trustworthiness.
Meanwhile, steel for railway as well as steel plates for containers and vessels have continued
to be named “China top brand”.

ANGANG STEEL COMPANY LIMITED



Corporate Profile (Continued)

.  CORPORATE PROFILE

Stock Exchange Listings Shenzhen Stock Exchange

Stock Abbreviation Angang Steel Stock Code (A Share) 000898
Stock Exchange Listings Hong Kong Stock Exchange

Stock Abbreviation Angang Steel Stock Code (H Share) 00347

Chinese Name of the Company #2315 AR 2 &)

Chinese Name Abbreviation B2 i R 19

English Name of the Company  Angang Steel Company Limited
English Name Abbreviation ANSTEEL

Legal Representative of Wang Yidong
the Company

Registered Address Production Area of Angang Steel, Tie Xi District,
Anshan City, Liaoning Province, the PRC

Postal Code of the Registered 114021
Address

Business Address Production Area of Angang Steel, Tie Xi District,
Anshan City, Liaoning Province, the PRC

Postal Code of Business Address114021
Website of the Company http://www.ansteel.com.cn

E-mail ansteel@ansteel.com.cn
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Corporate Profile (Continued)

. CONTACT PERSONS AND CONTACT METHODS
Securities Affairs
Joint Company Secretary Representative
Name Ma Lianyong Chen Chun Jin Yimin

Address Production Area of 18/F Tesbury Centre, 28 Queen’s Production Area of
Angang Steel, Tiexi Road East, Wanchai, Hong Kong Angang Steel, Tiexi

District, Anshan City, District, Anshan City,
Liaoning Province, the Liaoning Province, the
PRC PRC
Telephone 0412-6734878 00852-3912 0863 0412-8417273
0412-6751100
Fax 0412-6727772 00852-3912 0801 0412-6727772
E-mail mly@ansteel.com.cn  jessica.chen@swcsgroup.com ansteel@ansteel.com.cn

lll. INFORMATION DISCLOSURE AND PLACES FOR INSPECTION

Company’s Designated PRC Newspapers China Securities Journal

Website for Publication of Annual Report http://www.cninfo.com.cn
Designated by CSRC

Website for Disclosure of the Company’s http://www.hkexnews.hk and
Information Overseas http://angang.wspr.com.hk
Company’s Annual Report Available for Secretarial Office of the Board of the Company

Inspection at

© ANGANG STEEL COMPANY LIMITED



Summary of Accounting Figures and Financial Indicators

l. PRINCIPAL ACCOUNTING FIGURES AND FINANCIAL INDICATORS
Unit: RMB million

Changes
over the
preceding
Items 2018 2017 year (%) 2016
Before After After Before After
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 7,952 5,605 6,638 19.80 1,616 1,708
shareholders of the
Company
Net profit attributable 6,633 5,586 5,585 18.76 1,594 1,594

to shareholders of
the Company after
extraordinary items

Net cash flow from 8,294 6,268 6,478 28.03 4,349 4,878
operating activities

Basic earnings per share 1.099 0.775 0.917 19.85 0.223 0.236
(RMB/share)

Diluted earnings per 1.088 0.775 0.917 18.65 0.223 0.236
share (RMB/share)

Returns on net assets 14.82 11.81 14.02  Increased 3.67 3.99
on weighted average by 0.80
basis (%) percentage

point
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Summary of Accounting Figures and Financial Indicators (Continued)

. PRINCIPAL ACCOUNTING FIGURES AND FINANCIAL INDICATORS

(CONTINUED)
Changes
over the
At the end of preceding
ltems 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 51,962 49,973 52,291 -0.63 44,882 43,646

attributable to
shareholders of the
Company
Net assets per share 7.18 6.91 7.23 -0.63 6.20 6.03
attributable to
shareholders of the

Company (RMB/share)
Assets-liability ratio (%) 41.72 43.52 44.45 Decreased 48.75 52.69
by 2.73
percentage
points
Total share capital 7,235 7,235 7,235 - 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

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?

|:| Yes No

8 ANGANG STEEL COMPANY LIMITED



Summary of Accounting Figures and Financial Indicators (Continued)

MAJOR FINANCIAL INDICATORS BY QUARTER

Unit: RMB million

First Second Third Fourth
Quarter Quarter Quarter Quarter
Operating income 27,1k 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.

ANNUAL REPORT 2018
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Summary of Accounting Figures and Financial Indicators (Continued)

lll. ITEMS OF NON-RECURRING GAINS AND LOSSES AND EFFECT
ON PROFIT:

Unit: RMB million

Items of Non-Recurring Gains and Losses 2018 2017 2016 Description

1. Gains/losses from disposal of non-current assets -103 -44 -15 -
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 86 72 40 -
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 1,268 - 4 -
4. Net gains or losses of subsidiaries arising from business

combination under common control for the previous

year - 1,034 92 -
Changes in fair value of financial assets held for trading -5 - - -
Changes in fair value of other non-current liabilities (part

of derivative financial instruments) 68 - - -

7. Achievement by steps of business combination

under non-common control, the earnings from re-

measurement of original equity at fair value -22 - - -
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 26 - - -

9. Investment income from disposal of subsidiaries 2 - - -
10.  Other non-operating revenue and expenses except those

mentioned above 17 -2 - -

Subtotal 1,337 1,060 121 -

Less: Effect on income tax 17 7 7 -

Effect on minority investors
(after tax) 1 - - -
Total 1,319 1,053 114 -

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

10 ANGANG STEEL COMPANY LIMITED



Summary of Accounting Figures and Financial Indicators (Continued)

Notes for the Company’s extraordinary gain or loss items as defined in the Explanatory
Announcement on Information Disclosure by Companies Offering Securities to the
Public No. 1 — Extraordinary Gains or Losses and the extraordinary gain or loss items as
illustrated in the Explanatory Announcement on Information Disclosure by Companies
Offering Securities to the Public No. 1 — Extraordinary Gains or Losses which have been
defined as its recurring gain or loss items.

l:l Applicable Not applicable

ANNUAL REPORT 2018 11
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Chairman’s Statement

On behalf of the Board of Angang
Steel Company Limited, | am
pleased to present the annual
report of the Company for the
year ended 31 December 2018
and hereby extend my regards to
all shareholders.

OPERATING RESULTS FOR 2018:

Pursuant to the PRC ASBE, 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 of
RMB®6,638 million and basic earnings per share of RMB0.917 for the year ended 31 December
2017.

ANGANG STEEL COMPANY LIMITED



Chairman’s Statement (Continued)

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.

ANNUAL REPORT 2018
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Chairman’s Statement (Continued)

PROFIT DISTRIBUTION:(CONTINUED)

Pursuant to the Notice on the Tax Policies Concerning the Pilot Program of the Shenzhen-Hong
Kong Stock Connect (Cai Shui [2016] No. 127) ((BER R ERZTI5Z 5 B B 5 @i H) 5 26
BRI ERBAY), 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,
applyito 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.

ANGANG STEEL COMPANY LIMITED



Chairman’s Statement (Continued)

PROFIT DISTRIBUTION: (CONTINUED)

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.

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.

o '
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Chairman’s Statement (Continued)

BUSINESS REVIEW: (CONTINUED)

Operating results hit the best level in history (Continued)

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 accelerated 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.

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.

ANGANG STEEL COMPANY LIMITED



Chairman’s Statement (Continued)

BUSINESS REVIEW: (CONTINUED)

3.

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.

ANNUAL REPORT 2018
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Chairman’s Statement (Continued)

BUSINESS REVIEW: (CONTINUED)

4.

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.

ANGANG STEEL COMPANY LIMITED



Chairman’s Statement (Continued)

BUSINESS REVIEW: (CONTINUED)

5.

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
qguality 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.