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FINANCIAL SUMMARY BIRNE
2016 2017 2018
(RMB milion)  (RMB milion)  (RMB million)
(AREBERL) (AREEET) (AR¥BEER)
Revenue WA 26,427 41,353 40,782
Gross Profit EF 2,674 7,292 6,791
EBITDA' MBRETEH - BISF(A),/
WA - rEREEEF 3,022 7,474 7,619
Profit before income tax iRy =y 1,055 6,408 6,299
Profit for the year FE A 531 4,883 4,861
Profit attributable to owners of ERAERFAE
the Company FE(E 57 722 4,839 4,782
Basic earnings per Share (RMB) GRREAR
(ARETT) 0.25 1.39 1.31
Net Assets FEEM 9,365 14,105 17,682
Total Assets BEE 21,049 24,405 29,609
Net Assets value per Share BRFEEE
(excluding non-controlling interests) (EABRIEIE I A 2R )
(RMB) (ARET) 3.16 3.94 4.68

China Oriental Group Company Limited (the “Company”) defines
EBITDA as profit for the year before finance (costs)/income — net,
income tax expense, amortisation of intangible assets, amortisation
of leasehold land and land use rights, depreciation and non-recurring
items. Non-recurring items for the year ended 31 December 2018
included approximately RMB 34 million (2017 and 2016: nil) as
impairment loss on investment in an associate.

PERSEEEBRERAG(ARAR])
HEBITDAR F & & B B 75 F( 5K
)N FISHEBR BREES
$ - FAE K i AR - T E
N R ENER R ZFERF - B
HZE2018F 12 A1 HILFER » IELK
BEAMBEHBIEHARES340E T
(2017 F 2 2016 F ) fE AR —FEH &
NRZILERES -

Revenue Profit attributable to owners of the Company
WA AATERFEEEGER
RMB million RMB million
ARBEETT ARBEET
41,353 4,839
42,000 40,782 5,000 4,782
36,000
4,000
30,000
26,427
24,000 3,000
18,000
2,000
12,000
1,000 722
6,000
2016 2017 2018 2016 2017 2018
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AVERAGE SELLING PRICE AND GROSS PROFIT PER

TONNE OF SELF-MANUFACTURED STEEL PRODUCTS

Average Selling Price per Tonne BHETHEBE
Gross Profit per Tonne HWEEF

H-section steel products H 7Y 2

Strips and strip products A N A AR E o

Billets FiTTAA

Cold rolled sheets and R BLIR J 8 AR
galvanised sheets
Rebar W28
Sheet piling AR5
Combined ZE

Average Selling Price per Tonne

BWFIIHEEE
RMB
AR¥TT
4,000
3413
3,106

3,000

2,057
2,000
1,000

2016 2017 2018
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BITEENRSERSWMTI9HESEE

BEER
2016 2017 2018
(RMB) (RMB) (RMB)
(AR¥T) (ARETT) (AR¥ET)
2,057 3,106 3,413
258 579 609
319 666 681
49 352 287
205 111 91
127 682 728
321 641 624
233 591 632
Gross Profit per Tonne
SHER
RMB
AR
632
600 591
400
233
200
0
2016 2017 2018
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Financial Highlights Bi &=

SALES VOLUME OF SELF-MANUFACTURED STEEL RN R ERREREEE S
PRODUCTS CLASSIFIED BY PRODUCTS HEE
2016 2017 2018
('000 tonnes) (‘000 tonnes)  (’000 tonnes)
(Fmg) (Fmg) (Fmg)
H-section steel products H Y 2= 3,247 3,413 3,675
Strips and strip products A N A M AR E 4,381 4,111 3,505
Billets FITIAN 1,526 1,407 360
Cold rolled sheets and R BLIR I 85 AR
galvanised sheets 291 306 310
Rebar B2 4 5 1,712 2,158 2,109
Sheet piling AR S 200 359 494
Total A5t 11,357 11,754 10,453

Sales Distribution of Self-manufactured Steel Products

BTEENREERNHEED M

1.7% 3.0% 4.7%

. H-section steel products H# 8 & & . Cold rolled sheets and galvanised sheets /% &1 & $% # 1Rk
. Strips and strip products 5 i J & ] £ &= @ . Rebar 2 4 if]
[ silets 594% Sheet piling #7#
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Executive Directors
Mr. Han Jingyuan (Chairman and Chief Executive Officer)
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(Executive Deputy General Manager and Chief Operating Officer)
Mr. Shen Xiaoling
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Mr. Han Li
(Deputy General Manager and Chief Financial Officer)

Non-executive Director
Mr. Ondra Otradovec
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Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing

COMPOSITION OF BOARD COMMITTEE
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Mr. Wong Man Chung, Francis (Chairman)
Mr. Wang Tianyi

Mr. Wang Bing

NOMINATION COMMITTEE
Mr. Han Jingyuan (Chairman)
Mr. Wong Man Chung, Francis
Mr. Wang Tianyi

Mr. Wang Bing
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REMUNERATION COMMITTEE

Mr. Wong Man Chung, Francis (Chairman)
Mr. Han Jingyuan

Mr. Wang Tianyi

Mr. Wang Bing

AUTHORISED REPRESENTATIVE
Mr. Zhu Hao
Mr. Lam Pak Kan

COMPANY SECRETARY
Mr. Lam Pak Kan

REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM11

Bermuda

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

23 Harbour Road

Wanchai, Hong Kong

BERMUDA PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE
MUFG Fund Services (Bermuda) Limited

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE
Tricor Investor Services Limited

AUDITOR
PricewaterhouseCoopers

COMPANY’S WEBSITE
www.chinaorientalgroup.com

LIST OF PRINCIPAL BANKERS (IN ALPHABETICAL ORDERS)
ABN AMRO

Agricultural Bank of China

Bank of Cangzhou

Bank of Chengde

Bank of Communications

Bank of Hebei

Bank of Tangshan

China Construction Bank

China Minsheng Bank

Hang Seng Bank

Industrial and Commercial Bank of China
ING Bank N.V.

Rabobank
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Chairman’s Statement =E#H%E

REVIEW OF YEAR 2018
OPERATING ENVIRONMENT

Looking back 2018, it remained full of opportunities for the PRC iron
and steel industry and the industry sustained the recovery of 2017.
Despite the steel prices and profits decreased during the fourth
quarter of 2018, overall it stayed positive throughout the year. Under
the Chinese Government’s “Supply-Side-Reform” Policy, together
with the backdrop of implementation of multiple environmental
protection policies including the winter production restriction
policy, as well as the proactive prevention of the resurrection of
“Sub-Standard Steel” and the strict prohibition of the new iron
and steel production capacity, etc. of the Chinese Government,
it promoted sustainability of the prosperous development of iron
and steel industry. Even though the steel price remained volatile
during the year and the occurrence of trade disputes in the
international markets (particularly between China and the United
States), the domestic infrastructure construction and the real estate
development investment, etc. still strived to stay stable and positive,
resulting in the inventory of the iron and steel industry continually
remained at a relatively low level and the supply and demand of
the industry also maintained in a relatively strained situation. These
factors led to structural reform of the steel industry and increase
in average steel price comparing with that of the last year. At the
same time, benefited from the structural reform of the supply and
demand of the industry, increase in raw material prices was relatively
moderate. Hence, despite of the prices and profits of steel have been
lowered since mid-November, the overall gross profit and net profit
of the iron and steel industry significantly increased comparing with
that of the last year.

EBITDA of the Group for the year
reached approximately RMB 7.62 billion.

REENAEBHRMAER - BB FK
K- FERBHINGNEZEINARSE

76218 °

| Ganeral Maciiig

2018 FF[EIEE
BRI

EIEE20184F » Bl ITE AR ITm
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SRIMM B RFER2018FNFE4FTE
BATEGE - BERB2FRIFIER- - £F
BB ST [HARINE  BE > L%
HRRER(BELERE)EENES
T AR B ERFTFERR B #6 [ 1 580 | 5

IRAERR - BREEFMIB IS AR S - #elE
TR R EDHER o AEANME
RN FRERT RS BRmSE(LETE
HEXBERE)HBREZER  BEANERR

MR K ERERE SRR F
RIEH  EHETENEFTRHEEFE
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EF LTt BRI XERITEMRK
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Chairman’s Statement =E#{R%E

OPERATING ENVIRONMENT (continued)

With this background, the Group through continuously and
proactively conforming with the Chinese Government policies,
persistently pursuing efficiency enhancement and cost control as
well as implementing environmental protection equipment upgrades,
etc., enhanced the profit margin and sustainability. At the same
time, under the regularisation of environmental protection production
restrictions in Tangshan City, the Group faced up to various levels
of production restriction throughout the year leading to production
could not be carried out at maximum efficiency. Further, according
to the future development plan of the iron and steel manufacturing
industry in Tangshan City announced by the Government of
Tangshan City, it was anticipated that the Government of Tangshan
City may require enterprises to complete shutdown of all the blast
furnaces with capacity of 1,000 cubic meters or below and all
the converter furnaces with capacity of 100 tonnes or below by

HIEMTAL G#
e R

RERE )

HESET  KREBEHEBREGREA T
BB ~ 3 EE TR KA
FIAEHITIRREEA RS - KR
FAERGOFHEE - SRR mYE
IWHIRRBEF R REBBFEHME
HIARBEZRE  SEEEZEINURE
Wm#ET - BE  REBELTEAEAR
HmERE LTS IEZEZ R RERES
2 FEHELTHRFAEERMER
2020 SR 1S BT 1,000 /7 KB AT
WFWEF&%EHmM&MTWFma
1B Al AEBZETEERES
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Chairman’s Statement =E#H%E

OPERATING ENVIRONMENT (continued)

2020. Hence, certain production equipment of the Group would
require adjustment of the remaining life of depreciation and would
additionally incur depreciation expenses of approximately RMB
217 million in 2018. On the other hand, the Group has recorded
reversal of impairment on other receivable of RMB 234 million
mainly due to successful recovery of a previously impaired other
receivable. As a consequence, the annual results of the Group
slightly decreased comparing with that of last year. The revenue was
approximately RMB 40.8 billion for the year ended 31 December
2018, representing a decrease of approximately 1.4% as compared
with the last year. Comparing with last year, the average selling
price of self-manufactured iron and steel products increased by
approximately 9.9% to approximately RMB 3,413 per tonne, and
due to the aforesaid factors the gross profit of self-manufactured
iron and steel products decreased by approximately 5.0% to
approximately RMB 6.60 billion, and the profit of the Group for the
period still reached approximately RMB 4.86 billion, representing
a slight decrease of approximately 0.5% over the profit of RMB
4.88 billion of last year. EBITDA of the Group, adjusted for non-
recurring items, further increased from RMB 7.47 billion of last year
to approximately RMB 7.62 billion. Basic earnings per share reached
RMB 1.31 per share (2017: RMB 1.39 per share).

In February 2018, Hebei Jinxi Iron and Steel Group Company Limited
(“dJinxi Limited”), the Group’s 97.6% indirect non-wholly owned
subsidiary, was elected by the Government of Tangshan City as
one of the three leading iron and steel enterprises. Furthermore, the
Company was elected by Hang Seng Indexes Company Limited
as the constituent of Hang Seng Composite LargeCap & MidCap
Indexes, taking effect on 10 September 2018. In July 2018, the
Company was also ranked the 181stin the top 2018 Fortune China
500 companies.

Based on the operating results of 2018 and the Group’s future
development need, as well as for sharing of the outstanding
results of the Group with the shareholders of the Company
(“Shareholder(s)”), the Board proposed a distribution of 2018 final
dividend of HK$ 0.11 per ordinary share and special dividend of HK$
0.07 per ordinary share.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

RERIE 2
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OPERATING ENVIRONMENT (continued)

With respect to the steel business, the Group continued to invest
substantially to and endeavored to enhance the competitiveness
and economic efficiency of its products as well as environmental
protection. These efforts include improving production facilities to
enhance efficiency, developing diversified and high-end products,
increasing the proportion of products with high added-value and
investing in various projects to reduce emissions. The Group’s
section steel production volume had been leading nationwide
since 2009, and it continually participated in drafting the country’s
section steel standards. The Group made its first investment in
an upgrading project for the rolling production line of sheet piling
and ultra-large H-section steel products since 2016. It formally
began normal production in the second quarter of 2018, and
completed development of various sheet piling products with new
specifications. At the same time, through conducting benchmarking
analysis with overseas and nationwide corporations, the Group
continuously optimised product quality and production techniques,
with multiple key technical indicators maintained at the forefront
position nationwide. In addition, the Group has also been investing
in its production facilities, energy recycling management and control
and environmental protection emission reduction equipment, etc.,
for reducing energy consumption in the iron and steel production
process as well as satisfying new emission requirements. A
number of environmental protection projects have been completed
during the year, including all the processes such as sintering, iron
making, steel making and steel rolling in line with ultra-low emission
standards, further fulfilling the social responsibility.

On 25 June 2018, the Group entered into an agreement to sell the
entire issued share capital of the Tianjin Oriental Jiangtian Section
Steel Sales Company Limited* (FZET R 5 T KA HHE R A F])
(“Oriental Jiangtian”) at a consideration of RMB 10 million to Tianjin
Jiangtian Section Steel Company Limited* (F2Z T T AR GR A
@) and Tianjin Tianzhong Giant Heavy Industry Co., Ltd.* (KZETH X
E)TRET BBRZAF) (the “Disposal”), in order to realise its interest
in Oriental Jiangtian and re-allocate its resources to other operations.

Chairman’s Statement = E#H%E
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Chairman’s Statement =E#H%E

OPERATING ENVIRONMENT (continued)

Following completion of the Disposal and through continuous
optimisation of the production efficiency in previous years, the annual
steelmaking capacity of the Group still maintained at approximately
11 million tonnes. In addition, in November 2018, the Group
acquired 60% share capital of Beijing SBS Architectural Design
Co., Ltd. (b EBBRERFTHFRAF) (‘Beijing SBS”) which
specialised in steel structure design at a consideration of RMB 50
million to realise the extension of the industry chain to downstream.
During 2018, the Group sold approximately 3.68 million tonnes of
self-manufactured H-section steel products, and kept securing its
leading position in the H-section steel market of the Mainland China.

With respect to the real estate business, the Group was dedicated
in promoting green structural development construction apart from
developing traditional real estate projects. The on-going sales and
delivery of the Donghu Bay project in Tangshan City, the commercial
and office projects of Xintiandi and the Meishu Hall project in Suzhou
in 2018 recorded a stable revenue and profit contribution, which will
facilitate the stable development of the real estate business of the
Group. During 2018, the Group recorded a revenue and operating
profit from its real estate business of approximately RMB 0.19 billion
and RMB 56 million respectively.

In 2018, the revenue and gross loss arising from trading of steel
products and iron ore of the Group were approximately RMB 3.67
billion (2017: approximately RMB 2.82 billion) and approximately
RMB 27 million (2017: gross profit of approximately RMB 129 million)
respectively.

In order to diversify its business, the Group has also set up Dongfang
Jingyuan Electron Limited and its related subsidiaries to develop
core technologies for semiconductor chip design and manufacturing
process optimisation/equipment. Since 2017, the Group obtained
grant from the Chinese Government and will continue to explore the
development potential of this project.

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

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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BUSINESS REVIEW

Sales analysis on self-manufactured steel products

Sales Volume

In 2018, the total sales volume was 10,453,000 tonnes (2017:
11,754,000 tonnes), representing a decrease of approximately

11.1%.

The sales volume breakdown during the year was as follows:

RELCRE

BiTEEMMBER 2 HEDT
HEE
2018 4F 42 4 & 5 /510,453,000 8 (2017

& 1 11,754,00008) » JHADHI11.1% »

REBFEHEEHMAMMT ¢

2018 2017 Changes in

Sales volume Sales volume Sales volume

HEE HEE HEEEL

Increase/

('000 tonnes) (000 tonnes) (Decrease)

(Fu) (Fm8) #gm/ (i)

H-section steel products HAVHE & 3,675 35.2% 3,413 29.0% 7.7%

Strips and strip products i SR ER 3,505 33.5% 4111 35.0% (14.7%)

Billets SHIE 360 3.4% 1,407 12.0% (74.4%)

Cold rolled sheets and RERRIEFAR

galvanised sheets 310 3.0% 306 2.6% 1.3%

Rebar 240 2,109 20.2% 2,158 18.4% (2.3%)

Sheet piling #iRE 494 4.7% 359 3.0% 37.6%

Total A&t 10,453 100% 11,754 100% (11.1%)
During the year of 2018, the Group’s production capacity was MRo01I8FEEEN NEBHNEERY

approximately 11 million tonnes per annum.

1,100 &M ©
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BUSINESS REVIEW (continued)

Sales analysis on self-manufactured steel products (continued)

Revenue

Revenue in 2018 was RMB 35,679 million (2017: RMB 36,504
million), representing a decrease of approximately 2.3%. Export to
foreign countries contributed revenue of RMB 290 million (2017:
RMB 923 million), representing approximately 0.8% (2017: 2.5%) of
revenue from sales of self-manufactured steel products.

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

¥EOE®)
BITEEMNMEBERZHE DT (@)
WA

2018 F A B A R ¥ 356.7918 7£(2017
F: AR¥E365.04187T) B K 2.83% ©
HEAEBIINBEREMBOBKABARE
2.90187L (2017 : ARMEQ.23187T) * 1&
BITAHEER I E M 2 HE WAL 0.8%
(20174 : 2.5%) °

FRESNEENARTOHEEECT
ZHERWT

Changes
2018 2017 g1
Average Average Average
selling selling selling
Revenue price Revenue price Revenue price
WA HEEE BA  HEEE WA HEEE
(RMB million) (RMB/tonne) (RMB million) (RMB/tonne) Increase/(Decrease)
(AR¥EEBR) (AR¥R/H) (A\R¥BERL) (\REL/B) g/ (i)
H-section steel products HA S Em 12,392 3,37 10,673 3,127 16.1% 7.8%
Strips and strip products AR AEREER 11,527 3,289 12,454 3,030 (7.4%) 8.5%
Billets Dz 1,113 3,087 3,954 2,810 (71.9%) 9.9%
Cold rolled sheets and RERRIEFR
galvanised sheets 1,390 4,482 1,239 4,049 12.2% 10.7%
Rebar 2AUH 7,296 3,459 6,801 3,151 7.3% 9.8%
Shest piling R 1,961 3,973 1,383 3,847 41.8% 3.3%
Total/combined CHVA ) 35,679 3,413 36,504 3,106 (2.3%) 9.9%

The decrease in revenue from self-manufactured steel products
was primarily due to a decrease in the sales volume of the Group’s
products by 11.1% to approximately 10.5 million tonnes in 2018
from approximately 11.8 million tonnes in 2017, but partially offset
by increase in average selling price. The increase in average selling
price and decrease in sales volume of the Group’s products were
mainly due to the improved supply and demand in the PRC steel
industry under the policy of reduction of overcapacity, the reduced
output volume under various environmental protection production
restriction policy and the disposal of Oriental Jiangtian during 2018.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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BUSINESS REVIEW (continued)

Sales analysis on self-manufactured steel products (continued)
Cost of Sales and Gross Profit

The consolidated gross profit in 2018 was RMB 6,602 million (2017:

RMB 6,946 million), representing a decrease of approximately 5.0%.

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

2018

Gross

Average profit

unitcost  per tonne
¥4

BAEE  BMER

(RMB/tonne) (RMB)

(AR¥7T/®) (AR%7n)

¥EOE®)

BITHEENREERZHED @)
HEBL A REF

2018 F M & HFER A ARKBG6.0218 7T
(2017 : ARMB9.461EBT) WAL

5.0% °

REBFEBWEFIHRAEE  BUWE
MRENRMT

2017
Gross Gross Gross
profit Average profit profit
margin unit cost per tonne margin
ERZE RAEE  BWEF EH=
(RMB/tonne) (RMB)

(\R®7T/H) (AR%7T)

H-section steel products HAHEmM 2,762 609 18.1% 2,548 579 18.5%
Strips and strip products R EEEER 2,608 681 20.7% 2,364 666 22.0%
Billets Dz 2,800 287 9.3% 2,458 352 12.5%
Cold rolled sheets and RELR RIEER

galvanised sheets 4,391 91 2.0% 3,938 111 2.7%
Rebar 25U 2,731 728 21.0% 2,469 682 21.6%
Sheet piling iR 3,349 624 15.7% 3,206 641 16.7%
Combined e 2,781 632 18.5% 2,515 591 19.0%

In 2018, gross profit per tonne of the Group’s products increased
to RMB 632 from RMB 591 in 2017, reflecting an increase of 6.9%.
In 2018, gross profit margin decreased to 18.5% from 19.0% in
2017. The decrease in gross profit margin was primarily due to the
increase in the average unit cost greater than the increase in the
average selling price and decrease in sales volume of the Group’s
steel products in 2018.

20184 + AL B E MM T EF /A
2017 FW AR 591 T 2 AR K632
JC #N16.9% ° 20184 + EFIE AR
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BUSINESS REVIEW (continued)

Property Development

For the year ended 31 December 2018, the revenue from real estate
business of the Group amounted to approximately RMB 194 million.
The gross floor area of properties delivered was 19,710 m2. The
average selling price of properties delivered was approximately RMB
9,900 per m?.

As at 31 December 2018, the Group had no project under
construction.
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FINANCIAL REVIEW

Future Prospects

Looking into 2019, it is expected that the steel prices will continue
to fluctuate, the steel industry’s supply and demand will remain in
relatively strained situation, and the overall of which shall be positive.
According to press release issued by the National Development and
Reform Commission of the People’s Republic of China (“NDRC”),
China had completed reduction of steel production capacity by
approximately 30 million tonnes in 2018, and in addition with the
completed steel production capacity cut of 115 million tonnes in
2016 and 2017, the goal in net reduction of crude steel production
capacity by 100 million to 150 million tonnes during 2016 to 2020
set in the “Adjustment and Upgrading Plan for the Iron and Steel
Industry (2016-2020)” was basically accomplished two years
ahead. Moreover, the Hebei Provincial Government also published
“Steel Industry Capacity Cut Work Proposal of Hebei Province
(2018-2020)” and the work report of the Government of Hebei
Province, which targeted that the Hebei Province will reduce iron
and steel production capacity by approximately 14 million tonnes
and 20 million tonnes in 2019 and 2020 respectively, and the
steel production capacity of the whole province will be controlled
within 200 million tonnes by the end of 2020. In addition, China’s
environmental protection production restriction policy has gradually
become regularised. With multiple environmental protection policies
at different levels, including the “Notice for Winning Three-Year
Blue Sky Battle Action Plan” issued by the State Council of the
PRC (“State Council’), the “Air Pollution Prevention and Control
Action Plan in Beijing, Tianjin, Hebei and Surrounding Regions for
2018-2019 Autumn and Winter Seasons” issued by the Ministry of
Ecology and Environment of the PRC, etc., as well as the various
environmental protection policies of the local governments, these
will result in achieving better environmental emission standards
and limiting the production volume of various industries, including
the iron and steel industry, and will also continuously bring along
structural reform for China’s iron and steel industry. According to the
“Opinion on resolving the overcapacity and overcoming difficulties
and achieving development for the iron and steel industry” issued by
the State Councll, it is expected that the work focus of supply-side
structural reform of the iron and steel industry will steer from resolving
overcapacity to optimising structure of the existing production
capacity, layout adjustment and mergers and acquisitions starting
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FINANCIAL REVIEW (continued)

Future Prospects (continued)

from 2019. At the meantime, confronting with the China-US trade
disputes and the risk of slowdown in the economic growth, in
January 2019 the State Council has promulgated in advance
the local government new debt limit of RMB 1.39 ftrillion for the
current year. This will facilitate promoting the growth in investment
of infrastructure projects bringing stable demand for the iron and
steel industry, balancing the impact of the international trade
disputes leading to possibly weakening the demand for iron and
steel products of real estate and other downstream industries. To
summarise, despite the international environment and economy are
unstable and uncertain, it is expected that the overall iron and steel
industry will stay positive throughout the year.

Under such backdrop, the Group will proactively follow the Chinese
Government’s policies, and plan to maintain its competitiveness and
gain a prominent position in the industry by continuously improving
the production efficiency and cost, developing and increasing the
high value-added products, expanding its market share, enhancing
internal management and optimising the utilisation of internal
resources as well as continuously improving the environmental
protection facilities etc.. Since 2018, the Group has promoted the
management optimisation work of “extreme thinking, data analysis,
display board pushing forward and continuous improvement” at the
grass-roots level, expecting further enhancing management and
reducing cost. Moreover, in November 2018, the Group acquired
60% share capital of Beijing SBS which is a well-known steel
structure design company in China specialising in steel structure
design. The Group expects through integrating with steel structure
design to achieve direct processing section steel into steel structure
components, expanding into assembled steel structure construction
industry as well as realising the extension of the industry chain to the
downstream.

The Group plans the capital expenditure for 2019 would include
payment for the balance of the project completed last year, blast
furnace overhaul, equipment transformation and upsizing and
general capital expenditure, etc.. The Group expects to complete the
equipment transformation and upsizing by the end of 2020, among
which, mainly replacing blast furnace(s) with capacity of 1,000 cubic
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FINANCIAL REVIEW (continued)

Future Prospects (continued)

meters or below and converter furnace(s) with capacity of 100
tonnes or below with blast furnace(s) with capacity of approximately
2,000 cubic meters and converter furnace(s) with capacity of
approximately 150 tonnes respectively. This is still subject to the
negotiation and confirmation with government and is expected the
production volume of iron and steel would be approximately 10
million tonnes for both 2019 and 2020. Currently, the Group retains
a relatively larger amount of cash and resources within the Group
in order to cope with the future development needs. The Group is
considering a wide variety of possibilities, including proactive study
of equipment transformation and upsizing, horizontal and vertical
corporate mergers and acquisitions as well as setting up new
plants, etc., so as to achieve sustainable development. At the same
time, the Group will also from time to time evaluate to increase the
dividends distributions in appropriate circumstances to reward the
shareholders of the Company for their support to the Group.

Since its listing in 2004, the Group has been continuously expanding
its business as well as diversifying its iron and steel product
categories and business portfolio. During the last 15 years (since
being listed), the Group’s overall iron and steel production capacity
has increased to approximately 11.0 million tonnes per annum from
approximately 3.1 million tonnes per annum at the time of the listing.
Categories of the steel products include H-section steel, sheet
piling, strips and strip products, billets, cold rolled sheets as well as
galvanised sheets and rebars. The Group is continuously developing
products of different series and specifications to meet the market
needs. Moreover, the H-section steel products manufactured by the
Group maintain its leading position in China. The Group will continue
to develop its business towards the direction of the largest base for
section steel production in the world, and to explore the industry’s
expansion through upstream and downstream integration in order to
become a sizable enterprise with distinctive products. The Group will
strive to take the full advantage of the current solid financial condition
and efficient management to intensify the continuous development
of the Group and to maximise the value of its shareholders.
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FINANCIAL REVIEW (continued)
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 2018, the Group had unutilised banking facilities
of approximately RMB 4.7 billion (2017: RMB 2.0 billion).

As at 31 December 2018, the current ratio of the Group,
representing current assets divided by current liabilities, was 1.6
(2017: 1.5) and the gearing ratio, representing total liabilities divided
by total assets, was 40.3% (2017: 42.2%).

As at 31 December 2018, the cash and cash equivalents of the
Group amounted to approximately RMB 2,845 million (2017:
approximately RMB 2,766 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 2018, borrowings of RMB 1,485 million of the
Group bore fixed interest rates ranged from 2.96% to 6.01% per
annum and borrowings of RMB 1,280 million of the Group bore
floating rates ranged from 4.75% to 8.00% per annum. The Group’s
exposure to changes in market interest rates was considered to
be limited. The Group also entered into certain foreign currency
and interest rate swap contracts to manage its exposure to
foreign currency exchange rates and interest rates fluctuation. As
at 31 December 2018, the notional amounts of these derivative
instruments amounted to approximately RMB 196 million.

The Group monitors its capital on the basis of the debt-to-capital
ratio. This ratio is calculated as total debt divided by total capital.
Total debt includes current and non-current borrowings, other long-
term payables and loans from related parties. The Group regards its
non-current borrowings and its equity attributable to owners of the
Company as its total capital. As at 31 December 2018, the debt-to-
capital ratio of the Group was 15.9% (2017: 16.9%).
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FINANCIAL REVIEW (continued)

Capital Structure (continued)

The consolidated interest expenses and capitalised interest in 2018
amounted to RMB 146 million (2017: RMB 101 million). The interest
coverage (divide profit for the year before finance (costs)/income —
net and income tax expense by total interest expenses) was 43.9
times (2017: 63.4 times).

Commitments

As at 31 December 2018, the Group had total commitments of
RMB 2,195 million (2017: RMB 1,025 million). It is estimated the
commitments will be financed by the Group’s internal resources and
unutilised banking facilities.

Guarantee and Contingent Liabilities

As at 31 December 2018, the Group had no contingent liabilities
(2017: nil).

Pledge of Assets

As at 31 December 2018, the net book value of the Group’s
leasehold land and land use rights amounting to approximately
RMB 53 million (2017: RMB 54 million), property, plant and
equipment amounting to approximately RMB 645 million (2017:
RMB 859 million), inventories amounting to approximately
RMB 34 million (2017: approximately RMB 74 million), notes
receivable amounting to approximately RMB 146 million (2017:
approximately RMB 307 million), structured bank deposits
amounting to RMB 1,000 million (2017: nil) and restricted bank
balances amounting to approximately RMB 528 million (2017:
approximately RMB 417 million) had been pledged as securities for
the Group’s notes payable issuing, banking borrowings and letters
of credit issuing.

B E )

BREB )

2018F &M F E XX I R E AL F) B £
AR#1.461EIL(2017F - AR ¥A1.01
BIr) o F 8 & F &S (0 875 F (K
),/ WA K P B s A2 F R R BR
NaF B ) A43.97E(20174F : 63.4

&) e
HE

M2018F 12 A31H » AEBMBRHRIER
AR¥E21.9518 0 (2017 4 AR¥10.25
BIT) o IbAETEH BHASERNFEIR
RARRITEEREERME

ERESARE

MR2018F12 A31H » AEERAHAE
FE(2017 4 : &) -

BESA

R2018F 12 A31 H » AEEREFELD
AR¥E 5,300 8 70(2017 F : AR 5,400
BT)NAE LR T ERAE AR
#6.45 8L (2017 F « ARS8 59187T)
B - BREMERE - HARES,4008
TL(2017F : HHARKET7,4008 L) W 1TF
B HOARE1461ET(2017F : HAR
¥ 3.07 B0 ) MBI EE - ARKE101ETT
(20174 : T)MEBHBRITERROA
R8T (2017 YARK 417 1E
TLMZRHRITES BEAAEERDY
MENER  RITERKAEEAEE
I o

ANNUAL REPORT 2018 —Z— N\FF3k




FINANCIAL REVIEW (continued)
Exchange Risks

Foreign exchange risk is the risk to the Group’s financial conditions
and results of operations arising from movements of foreign
exchange rates. The Group mainly operates in the Mainland China
with most of the transactions denominated and settled in RMB. The
Group’s foreign exchange risk primarily arises from the procurement
of iron ores and the relevant products from overseas suppliers,
which is denominated and settled in USD. Foreign exchange
rates fluctuate in reaction to the macro-economic performance of
different countries and fund flows between countries arising from
trade or capital commitments. In view of the continuous fluctuation
of the RMB exchange rate against USD, during the year ended 31
December 2018, the Group has entered into certain foreign currency
forward contracts so as to reduce the impact of the volatility of the
RMB exchange rate against USD. The Group also reviewed and
rearranged its monetary assets to mitigate the impact from the
change of RMB to USD exchange rate.

Iron Ore Swaps

In view of the continuous fluctuation of iron ore price in 2018, the
Group has been cautious in entering into iron ore swap contracts so
as to reduce the risk of potential negative impact of the iron ore swap
contracts.

Dividend

The Board proposed a final dividend of HK$ 405.2 million
(approximately RMB 344.7 million), representing HK$ 0.11
per ordinary share and a special dividend of HK$ 262.5 million
(approximately RMB 223.4 million), representing HK$ 0.07 per
ordinary share in respect of the year ended 31 December 2018 to the
shareholders of the Company whose names appear on the register
of members of the Company at the close of business on Friday,
19 July 2019. The final dividend and special dividend, payable on
or around Tuesday, 6 August 2019 are subject to approval of the
shareholders of the Company at the forthcoming Annual General
Meeting of the Company (the “AGM”) to be held on Monday, 3 June
2019.
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FINANCIAL REVIEW (continued)
Post Balance Sheet Events

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

Reference is made to the announcement of the Company dated
16 January 2019, Jinxi Limited acquired 14,500,000 shares,
representing 29% of the total issued share capital of Hebei Jinxi
Iron and Steel Group Zhengda Iron and Steel Company Limited, a
subsidiary of the Group, from the minority shareholders at a cash
consideration of RMB 14.5 million and acquired iron and steel
production capacity of 0.6 million tonnes from Energy Consumption
and Production Capacity Exchange of Tangshan City* (JELLTT8ER
SEEMERLRZ S L) at a cash consideration of RMB 892.4 million
respectively.

Litigation

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

Litigation (continued)

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

On 14 March 2018 hearing was held in the Court. On 14 September
2018, the Court dismissed the Plaintiffs’ Application and handed
down the judgment, in which the Court found that the Plaintiffs’
Application was without merits. Therefore, the Company is not
required to disclose and allow inspection of documents as specified
in the Plaintiffs” Application. Furthermore, the Court made a cost
order nisi that the Plaintiffs shall pay the costs of the Defendants in
relation to the Plaintiffs’ Application forthwith.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

As at 31 December 2018, the Group held financial assets at fair value
through profit or loss of approximately RMB 6,810 million, particulars
of which are set out below:

Money Market Funds

Number of
units held Investment Fair value
asat cost as at asat
31 December 31 December 31 December
2018 2018 2018
R2018E

12A31A H2018% H2018%

BE2  12B31R 12R31A

Name of the financial assets SREESLRE EifE ZREMAR  2OAEE
(000) (RMB'000) (RMB'000)

() (AR®Fn) (ARETR)

Harvest Fund Management FEESEEEAR
Company Limited Ad]

Harvest Express Monetary Market ~ REREERTS 1081672 1,081,672 1,032,020
Fund* #2

Harvest HuoQBao Monetary Market BB EEIE 51 82,030 82,030 82,030
Fund* SRS

Harvest ZengYiBao Mongtary Market  EEEHEE% . - -
Fund* SRS

Harvest Monetary Market Fund" EEEUTSES 226,035 226,035 226,129

Bosera Asset Management BREELEEER

Company Limited A
Bosera Hehui Money Market Fund B AEEH TS 102,826 102,826 102,826
%
Bosera Cash Pot Money Market RS EEER 590,064 590,064 500,064
Fund 5EE
Bosera Security Cash PotMoney ~ BESMRE KT - - -
Market Fund %
Bosera Heli Money Market Fund BB ATIE K - - -
%
Bosera Cash Income Money Market BB Uiz % - - -
Seourities Investment Fund REHS
Others =t} - - -

BEEENWR DT

BARBEFEARZEHFTABRRZ

R2018F 12 H31 H » AEERFEMEA
nEBEFAEEHEEHTABRER ISR
BEHNARE 6810 - HAFEHT
U

Realised Unrealised

Total amount  Total amount investment investment
of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
made during  made during for the for the
the yearended the year ended year ended year ended
31 December 31 December 31 December 31 December
2018 2018 2018 2018
BEZ018F  HZ2018%

REZ20185 WHZ2018F 12838 123316
1238 12888 LFECER LFEAER
LEERBA LLEEAHE MREKA/ HREWA/
ZALH ik 3 (E#8) (B8
(RMB’000) (RMB'000) (RMB'000) (RMB'000)
(AR%Fn) (ARETn) (AR%Fn) (ARETR)

2600872 (2100484 29729 348
864,250 1950,780) 11,944 -
84,070 (205.859) 2070 -
669,462 (453518 734 %
203485 (100659 3506 -
669,429 (79,365 15,800 -
6,026 (6:026) 2% -
130519 (130519 819 -
170,300 (170,300 1298 -
33,967 133.987) % -
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Money Market Funds (continued)

Number of
units held
asat
31 December
2018
R2018E
12A318
BEz
Name of the financial assets SRHEESR Efig8
(000)
()
China Minsheng Banking Corp,, ~ REIR4HTRE
Ltd. BRAR
GuangFa Monetary Market Fund* ~ BXE%misES -
GuangFa TianTianLi Monetary BEARAGER -
Market Fund* She
Minsheng JiaYin Cash ZengLi RENFRLEH 509
Monetary Market Fund® EXMEES
HuaBao Cash Pot Monetary Market ~ £ER 4 E & 50,963
Fund" She
Minsheng Jia¥in Cash Pot Monetay  EANSEHSEE 56,265
Market Fund* EmREe
China Southem Cash Zengli Fund* ~ F 587154 178
China Southern Incorne Pot BhhmESED -
Monetary Market Fund® BE2
China Souther TienTianLi Monetary /5 X A F| % 40,245
Market Fund* She
HuaXia Cash ZengLi Securtes EERSENES -
Investment Fund* REde
BoseraCash Pot Money Market BB RS EEEH 4145
Fund She
Harvest Monetary Market Fund* 2B E%mEES 2,257
Others it -

Investment
cost as at

31 December
2018

R2018 5
128318
ZRERK
(RMB'000)
(A\R®TT)

509
50,963

56,265

Total amount

of purchase(s)

Fairvalue ~ made during
asat the year ended

31 December 31 December

2018 2018
REZ2018E

R2018%E  12A31R
128318 LEERBA
ZAREE ZBE
(RMB'00))  (RMB000)
(\E#TR) (AR®TR)
- 162,823

- 25,505

510 102,509

50963 463963
56,265 56,265

178 61,178

- 4212

40245 121,245

- 20335

4145 5,145

2,257 41257

- 50482

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Total amount
of disposal(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEERLE
ZBE
(RMB'000)
(AR®TT)

(162829)
(25,505)

(102,000

{#13,000)

(61,000)
212

181,000)
(203%)
(1,000

139,000)
150482)

BB ABRE

Realised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831R
LEECRR
WREWA/
(E8)
(RMB’000)
(AR®T7R)

2,828
500

2,509
2,963
1,665

1179
212

1,245

338

207
543

Unrealised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831H
LEERRR
WREWA/
(E#)
(RMB?000)
(AR®T7R)
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Money Market Funds (continued)

Name of the financial assets

China Construction Bank
Corporation

(GCB Principal Profit Raise Money
Market Fund

E Fund Day Cash Income Money
Market Fund*

Bank of Communications Co.,
Ltd.

HuaBao Cash Pot Money Market
Fund*

Aegon-Industrial Monetary Market
Securtties Investment Fund®

GuangFa TianTianLi Monetary
Market Fund*

E Fund Swift Wealth Management
Money Market Fund

E Fund Day Wealth Management
Money Market Fund

Fullgoal Listed Money Market Fund

China Southern TianTianLi Monetary
Market Fund*
China Universal Money Market Fund®

Number of
units held
asat
31 December
218
R20185
128318
-
SREELR Efigg
(1000)
()
HERRRTRA
BRAR
BERETHER 3462
[iLES
HHERKERN 5016
EEMRES
RERTRAER
A7
FERPELH 61267
migEE
2ENTAES 60,790
fEds
BRARNEH 2
[iLES
SHENERE 2879
EEMRES
SRERREN 174
ERMRES
EENRERFH 078
ERMRES
BAAKRHIRE 169,327
[iLES
ERZEETS 403212
%

Investment
cost as at

31 December
2018

R20185
128318
ZRERK
(RMB'000)
(AR®TT)

3,462

5,016

61,267

60,790

978
169,327

403,212

EEMGES @)

Total amount

of purchase(s)

Fairvalue  made during
asat the year ended

31 December 31 December
2018 2018
REZ2018F

R2018E 12831H
12A318 LEEREA
ZAAEE bk 53
(RMB’000) (RMB?000)
(A\R%Fn) (ARETR)
3462 49462
5,016 507
61,267 278,669
60,790 372,064

2 100447

2,879 966,578

174 290,213

978 47,386
169,327 441,493
404,073 967,469

ANNUAL REPORT 2018 =%

Total amount
of disposal(s)
made during
the year ended
31 December
2018
REZ2018F
125318
LEERLE
ZAeH
(RMB?000)
(AR®T7R)

148,700)

143,055)

17400
(311264
(100,445
1963699
(290,039

146,408)
(272,166

(664,257)

D EPNE

Realised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
127318
LEERRR
WREBA/
(&)
(RMB’000)
(AR®T7R)

236

1,468
2,054
447

5978

6,633

4579

®Z

Unrealised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
127318
LEERER
WREBA/
(E#)
(RMB’000)
(AR®T7R)

861

—\FFR




FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Money Market Funds (continued)

Name of the financial assets SRHEESR
ABC-CA Money Market Fund RREREEME
EHRERS
UBS SDIC Qianduobao Money ARRRESEE
Market Fund BmnEs
ICBC CS Salary Monetary Market T iIp{s54 &%
Fund" [iLES
ICBC CS Monetary Market Fund® ~~ TS ig
%
ZhongRong Cash ZengLiMonetary R4 ST &
Market Fund* [iLES
Others v
China Asset Management FEESERAR
Company Limited AR
HuaXia TianLi Monetary Market EEXTIREMS
Fund" £
Incorne Treasure Money Markst ~ EEUHEEEH
Fund BE2
HuaXia Woli Monetary Market Fund* £ % F| & %52
%
HuaXia Cash ZengLi Securty ZERERES
Investment Fund' REde
HuaXa Cash Pot Monetary Market ~ EER4E &%
Fund" BE2
Wealh Treasure Money Market Fund - ZEBIEE &4
FES
Huaia Monetary Market Fund® EEREMEES
Others v

Number of

units held
as at

31 December

2018
R2018%
128318
-l
Efg8
('000)
()
50,110

10,152

21,738

12,1%
208,382
37,507
279,300

138,709

Investment
cost as at

31 December
2018

R2018 5
128318
ZRERK
(RMB'000)
(A\R®TT)

50,110

208,382
37,597
279,300

138,709

Total amount

of purchase(s)

Fairvalue ~ made during
asat the year ended

31 December 31 December

2018 2018
REZ2018E

R2018%E  12A31R
128318 LEERBA
ZAREE ZBE
(RMB'00))  (RMB000)
(\E#TR) (AR®TR)
50,110 50,110
10,152 20220
10,127 30338
370 60,765

180 40,180

- 20,058

21,738 66,724

- 484,254

12,195 23245
208,382 343726
37,507 107,716
279,300 371877
138,709 155,207
- 61,138

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Total amount
of disposal(s)
made during
the year ended
31 December
2018
REZ2018F
12R31A
LFERLE
ik 53
(RMB’000)
(AR®T7R)

(10,066)
0211)
160,3%)
140,000)

(20,058)

144,986)
{484,254)
(11,050)
(135,344)
(70,19
(153,73)

(16,498)
61,139)

BB ABRE

Realised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831R
LEECRR
WREWA/
(E8)
(RMB’000)
(AR®T7R)

10
220
338
765
180

58

840
1,004
245

12,489

13,377

3,207
138

Unrealised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831H
LEERRR
WREWA/
(E#)
(RMB?000)
(AR®T7R)



FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Money Market Funds (continued)

Number of
units held
asat
31 December
2018
R2018E
127310
BEz
Name of the financial assets SREESR Efig8
(1000)
()
ZhongRong Fund Management ~ HREESEBAR
Company Limited A
ZhongRong Cash ZengliMonetary ~ HRLG 18 7| &% 442,305
Market Fund* mEEE
ZhongRong Monetary Market Fund®~ RREEHMISES -
Others it -
China Southern Asset HAELEERR
Management Company BRAR
Limited
China Souther TianTianli Monetary &5 A AF| S % 331,669
Market Fund* e
China Souther Cash ZengLi Fund* ~ EH B £3EFES 172,521
Aegon-Industrial Fund HA2ELERAR
Management Company aa
Limited
Aegon-industrial Monetary Market B2 E¥igE% 30,13
Securities Investment Fung® REES
HuaBao WP Fund Management ~ £EE4EBAER
Company Limited A
HuaBao Cash Pot Monetary Market ~ ZERLEEEH 158,291
Fund" e
China Universal Asset EREESER
Management Company BRAR
Limited
China Universal Money Market Fund® SR & 5472 39,300
%

Investment
cost as at

31 December
2018

R20185
128318
ZRERK
(RMB'000)
(AR®TT)

442,305

331,669

172,51

30,118

168,201

39,300

Fair value

31 December
2018

R20185
128318
ZDNER
(RMB'000)
(AR®TT)

442,305

331,669

172,691

30,1

3

168,201

BEARBEFEAEEHTABRRZ
THEE @)
BEEMBES @)
Realised Unrealised
Total amount  Total amount investment investment
of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
made during  made during for the for the
asat theyearended the year ended year ended year ended
31December 31 December 31 December 31 December
2018 2018 2018 2018
HENIBE  BEN18%
REZ2018E HEZ2018F 12831H 127318
12318 128318 EECEE LEERER
LEERBA LLEEAHE NMREKA/ HREWA/
bk 53 ZAeH (E8) (E#)
(RMB?000) (RMB?000) (RMB’000) (RMB’000)
(AR%Frn) (AR¥Tn) (AR%Tn) (AR¥Tn)
837,685 (786,012) 21,389 -
368,614 (358,614) 1,614 -
8,015 (8,015) 15 -
366,453 (24,784) 4,354 -
172,521 - 521 170
55,238 (25,125) 238 -
158,291 - 291 -
39,300 - 300 -

39,300
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Money Market Funds (continued)

Name of the financial assets

Agricultural Bank of China
Limited
ABC-CA Money Market Fund

E Fund Management Co., Ltd.
E Fund Day Wealth Management
Money Market Fund

E Fund Swift Wealth Management
Money Market Fund

Others

Number of

units held

asat

31 December

2018

R2018E

12A31R

B2

SREEZR Efig8

(1000)

()
HERER
ROERAR

ERERENTS 10,004
ErRERS
AhEESER

BRAR

PHEAREHE -
EmREe

FHENEREY 15,088
EmREe

2y ;

Investment
cost as at

31 December
2018

R2018 5
128318
ZRERK
(RMB'000)
(A\R®TT)

10,004

15,088

Total amount

of purchase(s)

Fairvalue  made during
asat the year ended

31 December 31 December

2018 2018
REZ2018E

R2018%E  12A31R

128318 LEERBA

ZAREE ZBE

(RMB'00))  (RMB'000)

(\E#TR) (AR®TR)
10,004 10,004

- 67971

15,103 75,749

- 25,960

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEIZERERAR

Total amount
of disposal(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEERLE
ZBE
(RMB'000)
(AR®TT)

67971)

160.661)

(25,960)

it ABERZ

Realised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831R
LEECRR
WREWA/
(E8)
(RMB’000)
(AR®T7R)

1,065

660

360

Unrealised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831H
LEERRR
WREWA/
(E#)
(RMB’000)
(AR®T7R)
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds
Harvest Fund Management Company Limited

Harvest Express Monetary Market Fund* (F2 EREEETIHESD)
tracks and analyses changes in market funds and investors trading
behaviors and combines macro and micro studies to formulate its
investment strategies. It seeks to achieve higher current returns while
satisfying safety and liquidity needs.

Harvest HuoQiBao Monetary Market Fund* (52 B & HHE S migE
%) determines the average remaining period (long/medium/short)
and distribution of its portfolio assets according to macroeconomic
indicators (including mainly market capital supply and demand,
interest rate levels and market expectations, inflation rates, GDP
Growth rates, money supplies, employment rates, international
market interest rate level and exchange rate, etc.). It determines the
investment ratios of each investment asset in the portfolio based
on the liquidity nature of each asset (including mainly average daily
trading volume, trading platforms, holdings of institutional investors,
amount of repurchases and pledges, etc.). It determines portfolio
risk level based on investment assets’ credit rating and collaterals
provided.

Harvest ZengYiBao Monetary Market Fund* (s B8 8 S M5
H&) tracks and analyses changes in market funds and investors
trading behaviors and combines macro and micro studies to
formulate its investment strategies. It seeks to achieve higher current
returns while satisfying safety and liquidity needs.

Harvest Monetary Market Fund* (B & M#5HES) determines
the remaining period (long/medium/short) and distribution of its
portfolio assets according to macroeconomic indicators (including
mainly interest rate levels, inflation rates, GDP Growth rates, money
supplies, employment rate level, international market interest rate
level and exchange rate, etc.). It determines the investment ratios of
each investment asset in the portfolio based on the liquidity nature
of each asset (including mainly average daily trading volume, trading
platforms, holdings of institutional investors, amount of repurchases
and pledges, subdivision and conversion progress). It determines
portfolio risk level based on bonds’ credit rating and collaterals
provided.

FFABRERZ

EEMSZES @

EE TSR HRE R

REESEEERA

REREEEMSESRBRONTS
BESENMREERHTREN  BEAR
BRI SU B E IR A RS - ARORETR

2 RBUFTENERL BER
K E ke -

RELRHESEMSESRRERELR
BREE(FEEF: ME5ESHR 7
FRFMTHELR  BEREREX  BER
AEAEERE BEHES pBEX
K BTSN KT REERE) - R
EHEENTHERBER(R, R, &)
oM RESEZBEEENTRE M
BFE(XERE: THRARSGE  R5H%
AT MEREERARRL  LEERH
BE) REHAPRHEEENRENR
Ble RESRBEZBEEENGERERKR
BRI - REBAEHRBRARR

REEREREEMSESRRERS mm
BETEMREERSGITRE L &6
REMMEBRRH ERERE H%ZF%E
MELZEN O REUEEEAER
WE=HE Bl o

REERMSESERBEEBEEER
(X285 FIZEKF LEE/HET 2
NEERERER BEHEE %X
FIRF %‘ﬁ%%'@*?&Eﬂé%) :
REBHFESNFRPR(KF,2)
M BIDHh - AESREREENRD
MRB(EEEE  FHARSE 5
LR MBREERARBR  EBEER
BE  OWERER)  AEASTEE
BEMNKREL LN%?E*ETJ%E#E’M*
REF R MR - RE A S B E R R
Al e
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bosera Asset Management Company Limited

Bosera Hehui Money Market Fund (& B E#T5E %), Bosera
Cash Pot Money Market Fund (18I & E B MI5ES), Bosera
Security Cash Pot Money Market Fund (BE4MREEHISES)
and Bosera Heli Money Market Fund (1854 F & # M5 %) adopt
active management style investment strategy. Subject to interest
rate risk control, striving to minimise fund net asset value fluctuation
risk and satisfying liquidity, they seek to maximise the fund return.

Bosera Cash Income Money Market Securities Investment Fund
(BRRESRFZEFLFKREELS) (1) adopts active investment
management; (2) according to short-term interest rate changes
and market situation changes, it carries out active, top down asset
allocation and short, medium and long term asset repurchase type
allocation. At the same time, according to quantitative and qualitative
methodologies, it carries out active choice in individual repurchase
type, debenture type and market timing, so as to maximise the fund
asset returns; and (3) under the premise of strict control of risk, it
strives to achieve excess returns.

China Minsheng Banking Corp., Ltd.

GuangFa Monetary Market Fund* (B & & ¥ m 5 & €)’s
investment strategy is primarily based on top down approach, with
consideration given to bottom up approach. Among which, top
down approach refers that the fund manager, through combining
quantitative and qualitative comprehensive analysis, conducts
forecast on changing trend of the interest rate, particularly the
short-term interest rate. On the basis of scientific and reasonable
forecast of short-term interest rate, it determines the fund portfolio
term structure and product structure, thereby establishing a stable
investment portfolio. Bottom up approach refers to emphasis on the
particular investment target’s value analysis, and at the same time,
in connection with the investment opportunities brought along by the
temporary failure of market segmentation and pricing mechanism,
performs respective arbitrage, increasing investment return.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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B E )

LA/N 1 Tﬁﬁiﬂ HBEEABERZ

EmE R E R (#)
EEESETEERAR

BRAEEEMEES BRASEER
BmisEe BERINREEMSESR
BREMNEEMSESRABERERS
WIREREE - EIEH A XER - FERF
BEESEEFERPRARTHSRE T
MAE T IEmE S -

BRRESWEBEFREED (1) RNEH
AREEE  QRBEEHN XL EBHM
mSRBHEYL  ETEBREHN - 8
FMTHEERENE - REPEE
BESBLE R RIEBEEEMEMLES
o EEpEERE  GErmEMNMTS
R EETT B UEE - KEmEDE
TEEWSFAICE R & Q) FEBIRIE
HIERE IS © ) FEEGEBRRE W -

RERARITROBRAF]

EREETHEESWIREREAS LM
TRE G FEEBTMENTA - Ef
BEMTREASEEARBTERTE
HHREAMEEIN  BRELEER
MR R B BEETIRR - R
B IR RS B A R IR R ) B R TEARE
THENHREBNMmELE  BEE
BHmEHE B TMLEREZERA
BREVHENEESI N REHYHS
DEIREEBRERRETRORER
EITHENENIRE - EINREK

[I
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Minsheng Banking Corp., Ltd. (continued)

GuangFa TianTianLi Monetary Market Fund* (¥ XX & H 5
E®) analyses and judges the interest rate trend and yield curve
changing trend on the basis of in-depth research of domestic and
foreign macroeconomic trend, monetary policy changing trend,
capital market supply and demand, and comprehensively considers
different investment products’ profitability, liquidity and risk traits,
thereby performing active management to the fund’s asset portfolio.

Minsheng JiaYin Cash ZengLi Monetary Market Fund* (R4 70
RINGIZF|EBMIEES) will be that based on premises of fully
controlling fund asset risks and maintaining fund asset liquidity,
to pursue investment return exceeding performance benchmarks
and striving to realise fund asset stable appreciation. The overall
asset allocation strategy is being mainly reflected in: 1) according
to macroeconomics trend, currency policies, short term money
market condition, etc., factors to perform comprehensive analysis; 2)
according to aforesaid judgement, to formulate interest expectation
and dynamically adjust fund investment portfolio’s average
remaining terms.

HuaBao Cash Pot Monetary Market Fund* (EEIR & & &K
MmiHES)’s investment strategy is (1) according to research
macroeconomic indicators and interest rate changing trend, to
determine the investment portfolio average duration; (2) while
satisfying condition of investment portfolio average duration, to
fully consider relevant product’s return, liquidity and credit rating,
to determine the portfolio allocation; (3) utilising modern financial
analysis methodology and tools, in order to optimise the portfolio
allocation result and to realise appreciation of the portfolio; (4)
adopting methodologies of balanced distribution, rolling investment
and optimising term allocation etc., to enhance the liquidity
management; and (5) with real time monitoring of interest change of
each product, to catch risk-free arbitrage opportunity.

B E )

BAREEFELES
SREE

FFABRERZ

Iy

BEMSES @)
BTG R D I E R ()
RERARITRD AR QG #E)

BERXRNEETISESERAHRTE

NI BB ES - i?ﬁ%ftﬁl**m%t

B m5ESHRANER E

A R0 41 e ) R 7 B B 5 R ?“Mi@
CWHREERZTARERENKS

/HE //lu@“‘tﬂlﬂ "JF ﬂ%ﬁ%@ﬁ%%ﬂ
EITIEREIRE o

RAEMBRGBFINEENSESERTD
THECEERR REESEERD
HERRIIE T - B RBERE L REEN
BRED®R  HWFERESEENID TG
(= %%é?ﬁﬁ%%%yuﬁ& )R
BERBKEEY  BERBE BHER
SRR FRARE RGN R EBETR
B - 2)ARIFR R AE AR R IR
PREFRESREESH FIIRRIR -

EERCEERMBESNRERER
MERAREZELBEER RN XEHB
B BEREMESTHEAR QERmER
BHEAEFTHARNRET RxDE B
B iR M Es m@bﬁ&ﬁﬁﬁfr?&
BEHEERE -QMABRREHMONTITE
fﬂlﬂ Tﬁﬂiiﬁ/\ﬁaﬁxﬁ(%&ffﬁ%ﬁ{:\
BE - ()%Fﬁﬂ@i} M ORENIRE KB
HRALE & IR RENIEE IR o (5) Bl
R BE 1 & ET‘JT”@J WmitERERE
*'H%l%a °
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Minsheng Banking Corp., Ltd. (continued)

Minsheng JiaYin Cash Pot Monetary Market Fund* (RAEHNERIA
SLEEBHIHESD)'s investment will be that based on securing
safety and liquidity of assets as fundamental principle, striving on
the basis of full evaluation of factors such as domestic and foreign
macroeconomic trend as well as monetary fiscal policy changes etc.,
it scientifically forecasts future interest rate trend as well as screens
for the best and optimises allocation of financial instruments within
the investment scope and performs active investment portfolio
management.

China Southern Cash ZengLi Fund* (57737 &1 F|H 4)’s objective
of asset allocation is to consider stable investment returns on
the basis of fully satisfying liquidity. The fund’s strategic asset
allocation portion, mainly including market interest rate forecast
and fund portfolio’s average remaining term level etc., are being
determined by the investment decision committee according to
the macroeconomic situation and future money supply judgement.
The fund’s tactical asset allocation portion, mainly including trading
market and choice of investment product, timing in critical period,
repurchase arbitrage, choice of undervalued central bank bills and
short-term debts etc., will be adjusted for the asset allocation ratio by
the fund manager according to the market situation at the material
time and the market environment changes, fully utilisation of the
company’s research resources and financial engineering techniques,
S0 as to achieve optimising allocation effect.

China Southern Income Pot Monetary Market Fund* (F /7 0z & &
Ti5E %) adopts active management style investment strategy.
By controlling the investment portfolio’s average remaining term
within 120 days, on the basis of controlling interest rate risk, trying
to minimise the fund’s net asset value fluctuation risk and satisfying
liquidity, it enhances the fund returns.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Minsheng Banking Corp., Ltd. (continued)

China Southern TianTianLi Monetary Market Fund* (5 J5 X X | &5 #&
5% £) adopts active management style investment strategy. On
the basis of controlling interest rate risk, trying to minimise the fund’s
net asset value fluctuation risk and satisfying liquidity, it enhances the
fund return.

HuaXia Cash ZengLi Security Investment Fund* (£ 235 4 1 FE 5
B E ) with active judging of short-term interest rate changes,
reasonable arrangement of terms, detail studies, and cautious
operation, so as to realises principal safety, liquidity and a relatively
higher returns stably exceeding the benchmark. (1) Short-term
interest rate is affected by factors such as monetary policy and short-
term capital demand and supply etc.. Through active judgement
on its trend and change, it enables to optimise term allocation,
class and product allocation, so as to increase portfolio return. (2)
Through reasonable term arrangement and maintaining portfolio’s
higher liquidity, it fulfils investors’ liquidity requirements and prevents
impact on the execution of investment strategy from change of scale.
(8) Through detail studies, cautious operation and utilising multiple
flexible strategies, it is able to fully utilise market opportunities and
continuously accumulates returns.

Bosera Cash Pot Money Market Fund (IR REBEBMHED)
adopts active management style for investment strategy. On the
basis of interest rate risk control, striving to minimise fund net asset
value fluctuation risk and satisfying liquidity, it seeks to maximise the
fund returns.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Minsheng Banking Corp., Ltd. (continued)

Harvest Monetary Market Fund* (2B &¥BMHESE) determines
the remaining period (long/medium/short) and distribution of its
portfolio assets according to macroeconomic indicators (mainly
including interest rate levels, inflation rates, GDP Growth rates,
money supplies, employment rate, international market interest rate
and exchange rate, etc.). It determines the investment ratios of each
investment asset in the portfolio based on the liquidity nature of
each asset (mainly including average daily trading volume, trading
platforms, holdings of institutional investors, amount of repurchases
and pledges, subdivision and conversion progress). It determines
portfolio risk level based on bonds’ credit rating and collaterals
provided.

China Construction Bank Corporation

CCB Principal Profit Raise Money Market Fund ((2{5IR &8 &
Mi%E ) determines the allocation ratio of fund assets between
each class of assets such as debentures, bank deposits etc.,
according to the comprehensive judgement on macroeconomic
operation status, policies situation, credit situation, interest rate
trends, money supply changes etc., as well as combining with
each class of assets’ liquidity traits, risk and rewards, valuation
level traits, and makes dynamic adjustment when appropriate. For
choice of individual securities, the fund will comprehensively utilise
methodology of yield curve analysis, liquidity analysis, credit risk
analysis, etc., to evaluate investment value of individual securities
and to find out individual securities with relative values.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Construction Bank Corporation (continued)

E Fund Day Cash Income Money Market Fund* (5} EX K%
M EEMI5ES) will perform active management on the fund
portfolio. On the basis of in-depth research of domestic and foreign
macroeconomic trend, monetary policy changing trend, money
supply situation as well as comprehensively considering each
class of assets’ return, liquidity and risk traits, it strives to achieve
investment returns higher than the performance benchmark. Its
investment scope covers financial instruments with good liquidity,
including cash; bank deposits, bond repurchases, central bank
notes, interbank deposits with a term of within 1 year (including 1
year); bonds, debt financing instruments of non-financial institutions,
asset-backed securities with remaining term within 397 days
(including 397 days), as well as other monetary market instruments
with good liquidity approved by the related law and regulations, the
China Securities Regulatory Commission and the People’s Bank of
China.

Bank of Communications Co., Ltd.

HuaBao Cash Pot Monetary Market Fund* ((EZIR & EEE
MIHEE)’s investment strategy is (1) according to research
macroeconomic indicators and interest rate changing trend, to
determine the investment portfolio average duration; (2) while
satisfying condition of investment portfolio average duration, to
fully consider relevant product’s return, liquidity and credit rating,
to determine the portfolio allocation; (3) utilising modern financial
analysis methodology and tools, in order to optimise the portfolio
allocation result and to realise appreciation of the portfolio; (4)
adopting methodologies of balanced distribution, rolling investment
and optimising term allocation etc., to enhance the liquidity
management; and (5) with real time monitoring of interest change of
each product, to catch risk-free arbitrage opportunity.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bank of Communications Co., Ltd. (continued)

Aegon-Industrial Monetary Market Securities Investment Fund* (8%
BTG BEFREES) pursues steady cash returns through active
stable investment in short term financial instrument of monetary
market, seeking the best combination under risk and reward with
a premise of securing safety of principal and adequate liquidity
of assets. The fund comprehensively utilises multi-investment
strategies of class configuration, target duration control, yield
curve, choice of individual securities and arbitrage etc., to perform
investment. The investment scope includes cash, call deposit, bank
deposits with a term of within 1 year (including 1 year), bonds with
remaining term within 397 days (including 397 days), central bank
notes with term within 1 year (including 1 year), bond repurchases
with term within 1 year (including 1 year), short term financing
vouchers as well as other monetary market instruments with good
liquidity approved by the China Securities Regulatory Commission
and the People’s Bank of China.

GuangFa TianTianLi Monetary Market Fund* (B3 XX HEE T 5
H£) analyses and judges the interest rate trend and yield curve
changing trend on the basis of in-depth research of domestic and
foreign macroeconomic trend, monetary policy changing trend,
capital market supply and demand, and comprehensively considers
different investment products’ profitability, liquidity and risk traits,
thereby performing active management to the fund’s asset portfolio.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bank of Communications Co., Ltd. (continued)

E Fund Swift Wealth Management Money Market Fund (5 /5 &84
EREEETIEES) utilises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments and on the basis of effective control of investment risk
and maintenance of high liquidity, it strives to achieve investment
returns higher than the performance benchmark. The fund manager
comprehensively considers market fund flow direction, credit quality
of depositing banks, credit rating of credit bonds as well as returns
rate standard of each class of assets, liquidity traits, etc., according
to market situation and volume of variety available for investment,
determines allocation ratio of each class of assets. The fund will
carry out comparison on repurchase rate, short term bond returns
rate, deposit interest rate, as well as on the basis of comprehensive
analysis on funds, in order to judge room for rate arbitrage and
determine leverage strategies.

E Fund Day Wealth Management Money Market Fund (575 # X
KB EBMHESD) utiises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments, and on the basis of effective control of investment risk
and maintenance of high liquidity, it strives to achieve investment
returns higher than the performance benchmark. Investment scope
covers financial instruments with good liquidity, including cash; bank
deposits, bond repurchases, central bank notes, interbank deposits
with a term of within 1 year (including 1 year); bonds, debt financing
instruments of non-financial institutions, asset-backed securities
with remaining term within 397 days (including 397 days), as well
as other monetary market instruments with good liquidity approved
by the related law and regulations, the China Securities Regulatory
Commission and the People’s Bank of China.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bank of Communications Co., Ltd. (continued)

Fullgoal Listed Money Market Fund (BB =HER S5 EETE
#£) adopts active management style investment strategy. By
controlling the investment portfolio’s average remaining term within
120 days, on the basis of controlling interest rate risk, trying to
minimise the fund’s net asset value fluctuation risk and satisfying
liquidity, it enhances the fund returns. In the course of investment
management, the fund manager will base on the principle of
“combining qualitative and quantitative, combining conservative and
active”, and in accordance with short-term interest rate changes and
market situation changes, adopt active investment strategy under
control of average remaining term of investment portfolio.

China Southern TianTianLi Monetary Market Fund* (Fg/5 XK F| &
BT 5 H %) adopts active management style investment strategy,
and on the basis of controlling interest rate risk, trying to minimise
the fund’s net asset value fluctuation risk and satisfying liquidity, it
enhances the fund return.

China Universal Money Market Fund* (EAE &8 mHESD)
integrates macro and micro analysis to formulate investment
strategies. It strives to realise higher returns rate on the basis of
satisfying safety and liquidity requirements. Using value analysis
as basis, combining macro and micro, qualitative and quantitative,
it realises value preservation and value add for investors through
professional liquidity management. It invests in financial instruments
allowed for investment under the related law and regulations and
approved by regulators, including cash; bank deposits, bond
repurchases, central bank notes, interbank deposits with a term of
within 1 year (including 1 year); bonds, debt financing instruments
of non-financial institutions, asset-backed securities with remaining
term within 397 days (including 397 days), as well as other monetary
market instruments with good liquidity approved by the China
Securities Regulatory Commission and the People’s Bank of China.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bank of Communications Co., Ltd. (continued)

ABC-CA Money Market Fund (RIREIREBMISEFICEESD)
will follow the basic rule of safety and liquidity as priority, through
in-depth analysis of macroeconomics, policy environment, market
situation and demand and supply of funds, it will scientifically
estimate future interest rate trend, reasonably set investment
portfolio’s target duration and asset allocation ratios. At the same
time, by comprehensively utilising various investment strategies of
interest rate, duration, class, repurchases, liquidity management,
etc., and on the basis of securing safety and liquidity, it strives to
achieve investment returns exceeding the performance benchmarks.
The investment targets are financial instruments with good liquidity,
including (1) cash; (2) bank deposits, bond repurchases, central
bank notes, interbank deposits with a term of within 1 year (including
1 year); (3) bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within 397
days (including 397 days); (4) other monetary market instruments
with good liquidity approved by the China Securities Regulatory
Commission and the People’s Bank of China.

UBS SDIC Qianduobao Money Market Fund (Eli& i REEZ = &%

MI5EE) mainly adopts liquidity management strategy and asset
allocation strategy, and by appropriately using trade strategies,
carries out proactive investment portfolio management. The fund
mainly invests in following financial instruments: cash; bank deposits,
bond repurchases, central bank notes, interbank deposits with
a term of within 1 year (including 1 year); bonds, debt financing
instruments of non-financial institutions, asset-backed securities with
remaining term within 397 days (including 397 days); other monetary
market instruments with good liquidity approved by the China
Securities Regulatory Commission and the People’s Bank of China.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Bank of Communications Co., Ltd. (continued)

ICBC CS Salary Monetary Market Fund* (LR 5 & S5 mE5
F %) will adopt proactive investment strategies such as interest
rate strategy, credit strategy, relative value strategy, etc., under a
premise of strict risk control, in order to explore and utilise investment
opportunities from market imbalance and to realise portfolio value
added. The fund mainly invests in instruments with good liquidity,
including cash; bank deposits, bond repurchases, central bank
notes, interbank deposits with a term of within 1 year (including 1
year); bonds, debt financing instruments of non-financial institutions,
asset-backed securities with remaining term within 397 days
(including 397 days); other monetary market instruments with good
liquidity approved by the related law and regulations or the China
Securities Regulatory Commission and the People’s Bank of China.

ICBC CS Monetary Market Fund* (LR¥in{E E#¥ M5 E$) strives to
achieve stable returns exceeding the fund performance benchmarks
under the premises of maintaining fund assets and principals stable
and good liquidity. The fund manager follows rigorous, scientific
investment process, through professional separation of research
area and establishing long term fundamental factors analysis, to
formulate investment strategies and optimise portfolio. The fund
mainly invests in financial instruments, including: (1) cash; (2) bank
deposits, bond repurchases, central bank notes, interbank deposits
with a term of within 1 year (including 1 year); (3) bonds, debt
financing instruments of non-financial institutions, asset-backed
securities with remaining term within 397 days (including 397 days);
(4) other monetary market instruments with good liquidity approved
by the China Securities Regulatory Commission and the People’s
Bank of China for monetary fund investment.

ZhongRong Cash ZengLi Monetary Market Fund* (#F @238 & 127 &
Mmhi5EE) follows the macroeconomic trends, monetary policy,
short-term capital market conditions and other factors to make
overall judgement on interest rate trend, and dynamically adjusts the
average remaining maturity of the fund’s investment portfolio based
on interest rate expectations, and strive to achieve higher profitability
while satisfying security and liquidity needs.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Asset Management Company Limited

HuaXia TianLi Monetary Market Fund* ((2E X FE#HI5ES)
and HuaXia WoLi Monetary Market Fund* (£ BRI S HISES)
determine the allocation ratio of fund assets between each class of
assets such as debentures, bank deposits, monetary market funds,
etc., according to the comprehensive judgement on macroeconomic
operation status, policies situation, credit situation, interest rate
trends, money supply changes, etc., combining with each class of
assets’ liquidity traits, risk and rewards, valuation level traits, and
make dynamic adjustment when appropriate. For choice of individual
securities, the fund will comprehensively utilise methodology of yield
curve analysis, liquidity analysis, credit risk analysis, etc., to evaluate
investment value of individual securities and to find out individual
securities with relative values.

Income Treasure Money Market Fund (EEWRE EEMIHED)
and HuaXia Cash Pot Monetary Market Fund* ((2EIR & B S M
HES) and Wealth Treasure Money Market Fund (EEEE &
B iES) determine the allocation ratio of fund assets between
various assets such as debentures, bank deposits, etc., according
to the comprehensive judgement on macroeconomic operation
status, policies situation, credit situation, interest rate trends, money
supply changes, etc., combining with each class of assets’ liquidity
traits, risk and rewards, valuation level traits, and make dynamic
adjustment when appropriate. For choice of individual securities, the
fund will comprehensively utilise methodology of yield curve analysis,
liquidity analysis, credit risk analysis, etc., to evaluate investment
value of individual securities and to find out individual securities with
relative values.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Asset Management Company Limited (continued)

HuaXia Cash ZengLi Securities Investment Fund* ((E IR & 1E 7
BHEIEESD) with active judgement of short-term interest rate
changes, reasonable arrangement of terms, detail studies, and
cautiously operates, so as to realises principal safety, liquidity and a
relatively higher returns stably exceeding the benchmark. (1) Short-
term interest rate is affected by factors such as monetary policy
and short-term capital demand and supply etc.. Through active
judgement on its trend and change, it enables to optimise term
allocation, class and product allocation, so as to increase portfolio
return. (2) Through reasonable term arrangement and maintaining
portfolio’s higher liquidity, it fulfils investors’ liquidity requirements
and prevents impact on the execution of investment strategy from
change of scale. (3) Through detail studies and cautious operations
and utilising multiple flexible strategies, it is able to fully utilise market
opportunities and continuously accumulates returns.

HuaXia Monetary Market Fund* (2 & m5E ) will integrate
monetary market interest rate forecast and cash demand
arrangement, adopt cash flow management strategy for carrying
out monetary market instrument investment, in order to achieve
higher returns on the basis of safeguarding fund asset’s security and
liquidity. The fund invests in monetary market instruments with good
liquidity, mainly includes of: cash; bank deposits, bond repurchases,
central bank notes, interbank deposits with a term of within 1 year
(including 1 year); bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within 397
days (including 397 days); other financial instruments with good
liquidity approved by the related law and regulations or the China
Securities Regulatory Commission and the People’s Bank of China.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Management Discussion and Analysis B Ez &k 247

B E )

BAnBEFEEEEHTABERY
SREE )

£

BESEBRR AR )

EEHSRENEFRELSTERHEE
N =28 SETHHE - AT
K EEERE UBRASHREMN -
MBEAIZERIBEENE S W - (1)
IR R R BB HRRNENE S HKE
RENTE  BRHEESNEGHNE
WA ERE(CHIRACE - BEMR
BEE tMREEESKE - QBBE
BHEZH - REAeESHREIE
REEMEREENRE MR - Xl
RHAAREBENE(CHRERBERNT
2 - QpEBABI T MERRE - ERZ
BEARE  EHESMENSHE -
TETTE R B o

HEEEEMBESEAEEMSH RS
TEARBESHERLHE  BRBEESRE
BEBRETEEMBSIAKRE  UWEAE
REESCEENT2HEMRBENER
F ESEskE AESRERA
BERUORBHEEEMSBETIAE  TE28IE
AR 3Be 0 HIRE1FUAR(E1F)W
BITHER - BEFHDOIEE - PRIFITEE -
F¥EFE - FISRHIREII7RAAN(E397
RIWES  Fepb¥EHSHMETA -
BEYEES  UREBEERERSF
BEEEe PRARBITRAUNEMA
ERFRBUNESHITE -



Management Discussion and Analysis B Ez &k 247

FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
ZhongRong Fund Management Company Limited

ZhongRong Cash Zengli Monetary Market Fund* (FfEtIR £ 12 5| E
IS ES) and ZhongRong Monetary Market Fund* (FP g &S % i
554 follow the macroeconomic trends, monetary policy, short-
term capital market conditions and other factors to make overall
judgement on interest rate trend, and dynamically adjust the average
remaining maturity of the fund’s investment portfolio based on
interest rate expectations, and strive to achieve higher profitability
while satisfying security and liquidity needs.

China Southern Asset Management Company Limited

China Southern TianTianLi Monetary Market Fund* (5 XK F| &
Ti5E ) adopts active management style investment strategy,
and on the basis of controlling interest rate risk, trying to minimise
the fund’s net asset value fluctuation risk and satisfying liquidity, it
enhances the fund return.

China Southern Cash ZengLi Fund* (57731 & 1 F|H 4)’s objective
of asset allocation is to consider stable investment returns on the
basis of fully satisfying liquidity. The fund’s strategic asset allocation
portion, mainly includes market interest rate forecast, fund portfolio’s
average remaining term level, etc., and is determined by the
investment decision committee according to the macroeconomic
situation and future money supply judgement. The asset allocation
ratio of the fund’s tactical asset allocation portion, mainly includes
trading market and choice of investment product, timing in critical
period, repurchase arbitrage, choice of undervalued central bank
bills and short-term debts, etc., and will be adjusted by the fund
manager according to the market situation at the material time and
the market environment changes, full utilisation of the company’s
research resources and financial engineering techniques, so as to
achieve optimising allocation effect.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
Aegon-Industrial Fund Management Company Limited

Aegon-Industrial Monetary Market Securities Investment Fund* (2
BTG BEFREES) pursues steady cash returns through active
stable investment in short term financial instrument of monetary
market, seeking the best combination under risk and reward with
a premise of securing safety of principal and adequate liquidity
of assets. The fund comprehensively utilises multi-investment
strategies of class configuration, target duration control, yield
curve, choice of individual securities and arbitrage etc., to perform
investment. The investment scope includes cash, call deposit, bank
deposits with a term of within 1 year (including 1 year), bonds with
remaining term within 397 days (including 397 days), central bank
notes with term within 1 year (including 1 year), bond repurchases
with term within 1 year (including 1 year), short term financing
vouchers as well as other monetary market instruments with good
liquidity approved by the China Securities Regulatory Commission
and the People’s Bank of China.

HuaBao WP Fund Management Company Limited

HEE)'s investment strategy is (1) research on macroeconomic
indicators and interest rate changing trend in order to determine
the investment portfolio average duration. (2) while satisfying
condition of investment portfolio average duration and fully
considering relevant product’s returns, liquidity, credit rating in
order to determine the portfolio allocation. (3) utilising modern
financial analysis methodology and tools in order to optimise the
portfolio allocation result and realise appreciation of the portfolio. (4)
adopting methodologies of balanced distribution, rolling investment,
optimising term allocation etc., in order to enhance the liquidity
management. (5) real time monitoring of change of interest of each
product in order to catch risk-free arbitrage opportunity.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
China Universal Asset Management Company Limited

China Universal Money Market Fund* (B E E¥MHE D)
integrates macro and micro analysis to formulate investment
strategies. It strives to realise higher returns rate on the basis of
satisfying safety and liquidity requirements. Using value analysis
as basis, combining macro and micro, qualitative and quantitative,
it realises value preservation and value add for investors through
professional liquidity management. It invests in financial instruments
allowed for investment under the related law and regulations and
approved by regulators, including cash; bank deposits, bond
repurchases, central bank notes, interbank deposits with a term of
within 1 year (including 1 year); bonds, debt financing instruments
of non-financial institutions, asset-backed securities with remaining
term within 397 days (including 397 days), as well as other monetary
market instruments with good liquidity approved by the China
Securities Regulatory Commission and the People’s Bank of China.

Agricultural Bank of China Limited

ABC-CA Money Market Fund (BIR[EEEBMHEEFINEESD)
will follow the basic rule of safety and liquidity as priority, through
in-depth analysis of macroeconomics, policy environment, market
situation and demand and supply of funds, it will scientifically
estimate future interest rate trend, reasonably set investment
portfolio’s target duration and asset allocation ratios. At the same
time, by comprehensively utilising various investment strategies of
interest rate, duration, class, repurchases, liquidity management,
etc., on the basis of securing safety and liquidity, it strives to achieve
investment returns exceeding the performance benchmarks. The
investment targets are financial instruments with good liquidity,
including (1) cash; (2) bank deposits, bond repurchases, central
bank notes, interbank deposits with a term of within 1 year (including
1 year); (3) bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within 397
days (including 397 days); (4) other monetary market instruments
with good liquidity approved by the China Securities Regulatory
Commission and the People’s Bank of China.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Money Market Funds (continued)
Investment strategies of money market funds (continued)
E Fund Management Co., Ltd.

E Fund Day Wealth Management Money Market Fund (%75 #X
KIBHEEHISES) utiises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments, and on the basis of effective control of investment risk
and maintenance of high liquidity, it strives to achieve investment
returns higher than the performance benchmark. Investment scope
covers financial instruments with good liquidity, including cash; bank
deposits, bond repurchases, central bank notes, interbank deposits
with a term of within 1 year (including 1 year); bonds, debt financing
instruments of non-financial institutions, asset-backed securities
with remaining term within 397 days (including 397 days), as well
as other monetary market instruments with good liquidity approved
by the related law and regulations, the China Securities Regulatory
Commission and the People’s Bank of China.

E Fund Swift Wealth Management Money Market Fund (577 &84
BRGEEMISES) utiises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments, and on the basis of effective control of investment risk
and maintenance of high liquidity, it strives to achieve investment
returns higher than the performance benchmark. The fund manager
comprehensively considers market fund flow direction, credit quality
of depositing banks, credit rating of credit bonds as well as returns
rate standard of each class of assets, liquidity traits, etc. according to
market situation and volume of variety available for investment, and
determines allocation ratio of each class of assets. The fund will carry
out comparison on repurchase rate, short term bond returns rate
and deposit interest rate, as well as on the basis of comprehensive
analysis on funds, in order to judge room for rate arbitrage and
determine leverage strategies.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Financial Investment Products

Name of the financial assets

China Minsheng Banking Corp.,
Ltd.

Feifan Asset Management
ZengZengRiShang Financial
Investment Product*

Feifan Asset Management TianYiin
Financial Investment Product A

China Construction Bank
Corporation

QianYuan-TianTianYing Open-
end RMB Financial Investment
Product*

QianYuan-Weekly Open-end
Guaranteed Financial Investment
Product*

QianYuan-RiXinYueYi (aily) Open-
end RMB Financial Investment
Product*

Others

Agricultural Bank of China
Limited

Agricultural Bank of China BenLiFeng
Dally Open-end RMB Financial
Investment Product*

THEEAH

PERERTRG
BRL

KNAERERE
A thaee
MERIDH

FNAEEERE
SHLBEAR

HERRRTRE
BRAR

§-RRERM
—x QE HA{H
REEHER

gr-FARNRM
REEAARR
FAREEE
ala)

$7-REAR
(RB)RH g
EEAUARE
BHER

ify

HERERTRA
BRAR

HERERT
[RFIERKH ]
RHAARY
BHER

Number of

units held
as at

31 December

2018

R20185
128318
2P
EgE
(1000)
()

Investment
cost as at

31 December
2018

R20185
128318
ZRERK
(RMB'000)
(AR®TT)

! 467,500

! 1,000

! 8,000

! 304,900

Fair value

as at

31 December
2018

R20185
128318
ZDRER
(RMB'000)
(AR®TT)

467,500

1,000

8,000

304,900

BiEE )

BAnEEFEAHR

SREE®)

TRIREEm

Total amount
of purchase(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEEREA
ik 3
(RMB'000)
(AR®TT)

4,617,671

203,039

110,073

37,957

25,016

952,117
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Total amount
of disposal(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEERLE
ik 3
(RMB'000)
(AR®TT)

{427,500)

(4.280,171)

270239

(130,174

(26,857)

(25,016)

(647.217)

BEEENWR DT

FHHABREZ

Realised
investment
income/(loss)
for the

year ended
31 December
2018

HZ 0185
127318
LEERRR
WREBA/
(&)
(RMB’000)
(AR®T7R)

3,343

3,298

321

73

57

Unrealised
investment
income/(loss)
for the

year ended
31 December
2018

HZ 0185
128318
LEERRR
WREBA/
(E#)
(RMB’000)
(AR®TT)
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FINANCIAL REVIEW (continued)

Management Discussion and Analysis

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Financial Investment Products (continued)

Number of
units held Investment Fair value
asat cost as at asat
31 December 31 December 31 December
2018 2018 2018
R2018E
12A318  R201BE  R2018%
BEz 12R31A 12R31A
Name of the financial assets SHEESR EgE ZREME  ZDAEE
(000) (RMB'000) (RMB'000)
() (AR¥TR) (AR®TR)
China Merchants Bank R
Utrust Trust-Jingxin No.4 Specified ~ BBf{EsE—RIE4 = 250,000 250,000
Asset Usufruct Assembled Funds ST AE N
Trust Programme* BELELET
G
Bank of Communications Co,  RBHTRA
Lid. BRAR
YinTong Fortng e RZengLiRMB 858815 7 - - -
Financia Investment Product® NRBEHER
Others Hfh . 500 500
CSC Financial Co., Ltd. PERRESRG
BRAR
14 Days National Debt Reverse 14XRBES . 83991 83991
Repurchase-GCO14* [ -GO014
CSC Fixed Income Securiies hERRIEEE . 20,000 20,000
“GuShouXin » Wen¥iang’ [EME B2
“No. 2817" - 35 days" [817%]- 3%
AVIC Trust Company Limited ~ AVESERS
BRAR
AVIC TianQi 4556 TanChengduFu A (55T 0 KET556 K 50,000 50,000
Combined Investment Fund Trust SR HEBERE
Plan’ EREAESE
BHE]
Others Hp - 15,000 15,000
Note:
1. Due to the nature of this type of financial assets, investment in

financial investment products is presented by way of fair value

instead of units.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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-
sz

SRR B E S E)

Total amount
of purchase(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEEREA
LBE
(RMB'000)
(A\R®TT)

260,000

4,395,640

1,001

1407

9

20,000

50,000

90,320
i1

1. Eit

Total amount
of disposal(s)
made during
the year ended
31 December
2018

REZ 20185
128318
LEERLE
LBE
(RMB'000)
(A\R®TT)

(5,175,640)

(601)

156,728)

(75,320)

BEEENWR DT

BARBEFEEESHTABS
MEE®)

Realised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
12831R
LEEBCRR
WREWA/
(&)
(RMB’000)
(AR®T7R)

4,640

20

SRZ

Unrealised
investment
income/(loss)
for the
year ended
31 December
2018
HZ 0185
128318
LEERRR
WREWA/
(&)
(RMB’000)
(AR®TR)
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Financial Investment Products (continued)
Investment strategies of financial investment products
China Minsheng Bank Corp., Limited

Feifan Asset Management ZengZengRiShang Financial Investment
Product* (FJENLEEE IR A FWFEENEME AK) and
Feifan Asset Management TianYidin Financial Investment Product A
GEREEEE G AHE ATR) adopt investments strategies
with priority in security and liquidity while pursuing an appropriate
level of returns. Accordingly, in order to meet safety and liquidity
requirements, they will invest in interbank bond market circulation
bonds, money market funds, bond funds in asset allocations,
funds with investment target in bonds or broker-oriented asset
management plans, deposits, bond repurchases, etc.. On this
basis, they will conduct reasonable allocations of debt assets,
equity assets, other assets or asset combinations that comply with
regulatory requirements, so as to further increase the return level.

China Construction Bank Corporation

QianYuan-TianTianYing Open-end RMB Financial Investment
Product* (27t —ARBMAMRAEEESIARKIEMER) wil
invest in financial instruments such as PBOC bills, debentures, bank
notes and trust financing interests on the interbank bond market, so
as to enable funds to realise higher returns than that of deposits.

QianYuan-Weekly Open-end Guaranteed Financial Investment
Product* (227t — ARFFABMAEELAERRRAAREETER)
invests in bonds and monetary market instruments assets and
debt assets of national debts, financial bonds, central bank notes,
short term financing bonds of enterprises, ultra short-term financing
bond, medium term notes, corporate debts, debentures, private
placement debts, reverse repurchase of bonds, money lending,
due from banks, etc., as well as other assets meeting compliance
requirements.

QianYuan-RiXinYueYi (Daily) Open-end RMB Financial Investment
Product* (®2t—BE&AR(IRA) AR EEASEARKENE
am ) invests in equity assets, debt assets, debentures and monetary
market instrument assets and other asset portfolio which are in
compliance with the regulatory requirements. The investment ratio of
each of the asset is: equity assets 0%-70%, debt assets 0%-70%,
debentures and monetary market instrument assets 30%-100%,
other asset portfolio which are in compliance with the regulatory
requirements 0%-70%.

B E )
BARBEFELESHFABIRZ
CREEW

SRR EE G E)

IR EE IR BRI
PEIRARITRMD AR AR

FENEEERIEIEA FRRIREETE
mE RN RIFNEEEE R G S D
BAREANRERBUL2ER RS
PR ST - B SO E W I B KA
bt EmEFERERTHESFTSRE
Brn B¥mBEES BriEg RE
TRAREFNESEPASEEREE
B RITHER - BEFEBEEF -
mELEEFRBMEER - UL AR
BRAEKENAEEBENEERE
E RBaBREE HEEXEEAM
& E—TREWEKF -

PEERIRITAM AR AR

LT ARBABRAEEEAARARY
B EMRRERRITEESFTHHRTT
R Er BORE EAREXH
BEBMTAE KMERFESESES
KRS ©

Zrx—ARANFARAEEEAALRRARA
REBEMERRENERE S/E R
TRE CEEHRES  BREHARE
7 PHRE O0XE QFE - LE
B EFPEE ELHFE  FHREZX
SEENEUMSITAREE  BRE
BE UNHEMNAEERKNEE -

Zr-HEARZRB)ARAEELS
AMARBEENERRENREREE
BREEE BFNEEMSTAES
ENEMHFEEEERNEERSE - &
HMEEMRELD A REEEEO%-
70% - BEEEEO%-70%  EHFMEHE
MmHE T ABEES30%-100% « HFE
EEERMEERE0%-70% °

ANNUAL REPORT 2018 —Z— N\FF3R




>

FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Financial Investment Products (continued)
Investment strategies of financial investment products (continued)
Agricultural Bank of China Limited

Agricultural Bank of China BenLiFeng Daily Open-end RMB Financial
Investment Product* (R B R EIRTT [ AFEXKF | BB A
REIBEFEESH) mainly invests in inter-bank and exchange market
bonds, repurchases, borrowings (includes national debts, financial
bonds, central bank notes, letter of credit with relatively higher credit
rating, private placement financing debt instruments, convertible
bonds, etc., monetary market funds, bond funds, other funds in low
risk category, low risk interbank fund business, non-standard debt
assets (includes usufruct, entrusted debts, etc.), securities issued
by asset managers as well as fixed income products issued by
commercial banks or other qualified institutions. Among these, the
ratio for investing in high liquidity assets (cash, repurchase, sovereign
and quasi-sovereign debts as well as mid-high rating letter of credit,
etc.) is 60%-100%. The ratio of investment class of monetary
market funds, bond funds, other funds in low risk category, low risk
interbank fund business is approximately 10%-30%, non-standard
debt assets and other investment classes contribute approximately
0-10%. The above investment ratio could be adjusted by a range of
10% up or down.

China Merchants Bank

Utrust Trust-Jingxin No. 4 Specified Asset Usufruct Assembled
Funds Trust Programme* (EFI {57t — R4 T EEWNEEES
&4 125E5T2)) (“Jingxin No. 4”) is a wealth management product
issued by China Merchants Bank that invested by the Group on 21
December 2018. The investment was bearing floating returns rate
and with a term of 62 days maturing on 21 February 2019. Jingxin
No. 4 uses the usufruct of the receivable of remaining balance of real
estate purchase of real estate projects as the transfer subject, with
the seller of usufruct repurchasing upon maturity. At the same time,
the real estate developer uses its deposits at China Merchants Bank
as a pledge. The investment principal and interests has been fully
settled with annualised returns rate of 5.2% upon maturity.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Financial Investment Products (continued)
Investment strategies of financial investment products (continued)
Bank of Communications Co., Ltd.

YunTong Fortune e RiZengLi RMB Financial Investment Product* (32
BEIE e HILH A REIE B Z ) adopts an investment strategy that
prioritises safety and liquidity with consideration given to profitability.
Its asset portfolio comprises a majority of assets such as bonds
and money market instruments that have high liquidity and high
investment grade, and strives to achieve stable returns through
portfolio management.

CSC Financial Co., Ltd.

14 Days National Debt Reverse Repurchase — GC014* (14K
EH O - GCO14) is a national debt reverse repurchase wealth
management product with a pledge purchased from CSC Financial
Company Limited (“CSC Financial’) by the Group. It’s bearing
floating returns rate, with maturity of 14 days and maturing on 4
January 2019. CSC Financial used its national debt held as pledges.
After year end, the investment principal and interests has been fully
settled with annualised returns rate of 5.15% upon maturity.

CSC Fixed Income Securities “GuShouXin e WenXiang” “No. 2817”
- 35 days* (RIE I W a /B8 (B« 12 = (2817581 —35K) is
issued by CSC Financial Company Limited with principal guarantee
for a term of 35 days with maturity on 1 February 2019, bearing
floating interest rate. After year end, the investment principal and
interests has been fully settled with annualised returns rate of 3.8%
upon maturity.

AVIC Trust Company Limited

AVIC TianQi#556 TianChengJuFu Combined Investment Fund
Trust Plan* (FMHUE5E « KRGS EAMBEREE G REERRE
sE51El) carries out diversified dynamic asset allocation of the trust
investment asset with the principles of safety, efficiency and liquidity.
The investment scope are: bank deposits, interbank borrowings,
reverse repurchase of bonds, monetary market funds, bond funds,
exchange and interbank market bonds, etc. and other products
that the trustee being confirmed in accordance with the trust deed.
The asset under the trust shall not invest directly in secondary
stock market, QDI products as well as high risk financial derivative
products (including but not limited to stock index futures, stock
futures, stock index forwards, stock forwards, etc.). It shall not invest
projects which do not comply with the national industry policy, the
investment policy and the macroeconomic control policy.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Investment Funds

Name of the financial assets

CSC Financial Co., Ltd.

FengHeXin Fengdun Judin#2
Structured Investment Fund"

CITIC Securities Co., Ltd.

QiuSheng Asset QiHang#3
Investment Fund®

SHEEAR

hERRESRA
ARL

BAREARE2
FRBILLER
LES

hERERG
BRL

HREERH3H
e

Number of
units held

as at

31 December
2018

R20185
125318
2P
EfigE
(1000)
()

200,000

Investment
cost as at

31 December
2018

R20185
125318
ZRERK
(RMB'000)
(A\R®TT)

200,000

Fair value

31 December
2018

R20185
125318
PR
(RMB'000)
(A\R®TT)

208,028

BARBEFEARZEHFTABRRRZ

KEES
Realised Unrealised
Totalamount  Total amount investment investment
of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
made during  made during for the for the
asat theyearended the yearended year ended year ended
31 December 31 December 31 December 31 December
2018 2018 2018 2018
HENIBE  HE18%
REZ2018F HEZ2018% 12R31H 12318
1238  12A%B LFECEER LEEAER
LEEREA LEEALE WREWN/ KREWL/
255 2H5H (E#) (E#)
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR®TR) (AR%Tn) (AR®TR) (ARETR)
200,000 - - 8,028
77,000 (77,000) 8,263 -

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Investment Funds (continued)
Investment strategies of investment funds
CSC Financial Co., Ltd.

FengHeXin FengJun JuJin#2 Structured Investment Fund* (2&
EEERE 2WMEBIEALEREES) primarily through investing
in trust plan beneficial rights and/or trust plans, strives to achieve
steady appreciation of fund assets. Based on in-depth studying
of domestic and foreign macroeconomic trend, monetary policy
changing trend, capital market demand and supply situation, the
fund will analyse and judge interest rate trend and comprehensively
consider each investment products’ profitability, liquidity and risk
traits, and perform active management to the fund’s asset portfolio.

Citic Securities Co., Ltd.

QiuSheng Asset QiHang#3 Investment Fund* (FX R & ERM 3
SRR SEILEES)'s strategies are: (1) For futures, through three
dimensions of time, room and volatility, it addresses to the issues of
strategic term, strategic room for profit and volatility during the term
respectively. First, according to macroeconomic analysis model, and
considering information in currency, investment, financing, interest
rate, inflation, treasury, consumption, industry operation, import
and export trade, etc., it carries out long cycle time series analysis,
builds up co-integration model of each of the macroeconomic
indicators under different economic cycle, studies and judges the
macroeconomic operation situation. Second, according to own
industry fixed asset investment, production output level as well as
middle and downstream industries’ output, sales, inventory situation
of different commodities, it carries out evaluation to each of the
commodities’ supply and demand status and analyses strengths
and weaknesses. At the same time, it makes an evaluation on the
trade indicators such as future basis, monthly price difference,
contract volume, margin deposit changes, etc., at transaction level,
and finally it establishes arbitrage and hedging transaction model. (2)
For equities, through analysing factors such as company’s industry
policy direction, industry concentration, industry competition
threshold, company technology level in the industry, company
financial status, company product market share, company research
and development expense, etc., it seeks for equity targets having
product price bargaining power, production cost competitive
advantages or having relatively higher development potential.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Bond Market Funds

Number of
units held Investment Fair value
asat cost as at asat
31December 31 December 31 December
2018 2018 2018
20185
12A318 RO1BE 20185
#E2  12B3MAR 12A%A
Name of the financial assets SHEELH BifE ZREMA  ZDAEE
(000)  (RMBO0O)  (RMB'000)
() (AR®Fn) (AR%T7)
Och-Ziff Capital Management ~ RXEAEELE
Group LLC ARAR*
0Z Institutional Income Overseas R HERZEI = 198,569 199,826
Fund, LP. He+
Value Partners Hong Kong EEESERER
Limited BRAR
Value Partners Greater ChinaHigh ~ EEASRER I 481 33,243 30,725
Yield Income Fund ErEe
Note:
1. The investment is presented by way of fair value instead of units.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Total amount
of purchase(s)
made during
the year ended
31 December
2018

REZ 20185
12A318
LLEERBA
ZHLE
(RMB'000)
(A\RETT)

198,569

Total amount

of disposal(s)
made during

the year ended
31 December

2018

REZ018E

124318
LHEEAILE
PL X3
(RMB'000)
(ARRT7)

B ABREKZ
Realised Unrealised
investment investment
income/(loss)  income/(loss)
for the for the

year ended year ended
31 December 31 December
2018 2018
HENIBF  HEN8F
12A31R 12A31R
LEECRR  LEERER
WREWA/ BREWL/
(6%) (6%)
(RMB’000) (RMB'000)
(AR¥TR) (AR®TR)
4,711 1,257
2,028 2,518)

1. BRREBENARABESAZIIMIENEL

251



FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Bond Market Funds (continued)

Investment strategies of bond market funds

Och-Ziff Capital Management Group LLC

OZ Institutional Income Overseas Fund, L.P. is the feeder fund for
U.S. Tax Exempt and Non-U.S. investors of OZ Institutional Income
Master Fund, Ltd. (together, the “OZ Fund”). The OZ Fund seeks to
generate risk-adjusted returns across the market cycle by combining
rigorous fundamental analysis and active portfolio management.
In addition, in respect of the distribution tranches, it also intends
to make quarterly distributions of all or a portion of the current
income that includes cash dividends, interest and other similar cash
proceeds. The OZ Fund’s investment objective is to invest on an
unlevered basis predominantly in U.S. dollar-denominated senior
secured loans, or participation interests therein, senior secured
notes, second lien loans, unsecured loans, letters of credit and
bonds issued by below-investment grade obligors, as well as other
debt securities. The allocation of capital across industries and types
of obligors will vary depending on market opportunities and other
factors.

Value Partners Hong Kong Limited

Value Partners Greater China High Yield Income Fund seeks to
provide capital appreciation for investors. In addition, in respect of
the distribution classes, it also intends to pay monthly dividends
equal to all or substantially all of the net income attributable to each
of the distribution classes.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Bond Market Funds (continued)
Investment strategies of bond market funds (continued)
Value Partners Hong Kong Limited (continued)

Value Partners Greater China High Yield Income Fund invests in a
broadly diversified portfolio of debt securities with no fixed duration,
term structure or industry sector weightings in the allocation of
assets in Greater China. Selection of investments will be determined
by the availability of attractive investment opportunities. It aims to
achieve its investment objective by investing not less than 70% of
its non-cash assets in a portfolio of debt securities issued by or
fully guaranteed by (i) listed or unlisted corporations with their main
operations (or majority of assets) in, or have their majority of their
income derived from the Greater China Region, and (i) governments
and/or government related entities in the Greater China Region. The
debt securities in which the fund may invest shall include, but are not
limited to, convertible and non-convertible debt securities, fixed and
floating rate bonds and high-yield bonds.

Equity Investment

Number of
units held Investment Fair value
asat costas at asat
31December ~ 31December 31 December
2018 2018 2018
H2018%
123318 20185 20185
Narme of the kA2 128318 128318
financial assets SHEELR ENiYE  ZREHA  Z0REE
('000) (RMB'000) (RMB'000)
() (AR®fn) (ARETR)
Chinactty EDU Fund | LP. Chinacity EDU Fund | L. - 110828 114,959
China Risun Coal Chemicals ~ FRELfBR (K T approdmately 128,161 128,161
Group Limitec® SEERAA 2480 milion shares
124805
Jangsu Shentong Valve IEBRRMRY approximately 53,934 5,137
Company Limited BRAT 9.20 milion shares
1n90Ek
Note:
1. The investment is presented by way of fair value instead of units.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Management Discussion and Analysis

BEEENWR DT
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TRUEE )

BEMISET @)

1B BRI E R (%)

BEASEEBTBARAB(E)

BEAPESREEFESBREZRE
RETIENEBESEAE  RoiEAF
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BITELE - REBREBBRBIREHK
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ERHKREEE ZESURENER
BHEBIEETRATER R T AIERE
BEF  BERTFBAERES e KRS
&% o

RERE
Realised Unrealised
Totalamount ~ Total amount investment investment
of purchase(s)  of disposal(s)  income/({loss)  income/(loss)
made during  made during for the for the
the yearended  the year ended year ended year ended

31December  31December 31 December 31 December

2018 2018 2018 2018
HZ018E  BE018E

REZ018E  REZ01BE 12A38 12A38
128318 128318 LEECEE  LEEAER
LEEREA  LEEREE  HRERA/  BREKL/
2A%E e 5 (E8) (§E)
(RMBI000) (RMBI000) (RMBI000) (RMBI000)
(AE®TR) (AR®TR) (AEMTn) (ARETR)
110828 - - 4,131
128,161 - - -
95,645 #1,711) 53 (1,197)
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Equity Investment (continued)
Investment strategies of equity investment
Chinacity EDU Fund | L.P.

During the year ended 31 December 2018, the Company
subscribed for approximately 1.57% of the enlarged registered
capital of Koolearn Technology Holding Limited (“Koolearn”)
through Chinacity EDU Fund | L.P., at a cash consideration of
USD 16.75 million. As at 31 December 2018, the Company held
approximately 1.57% of the enlarged registered capital of Koolearn
through Chinacity EDU Fund | L.P.. Koolearn’s operating entity is
Beijing New Oriental Xuncheng Network Technology Inc., which
was incorporated in 2005. Its first product released was the online
education platform, Koolearn. Today, Koolearn develops into an
online education platform providing education products for college,
K-12, pre-school and institutional clients, from an initial pure
online foreign examination preparation service provider. Koolearn
submitted an application for the listing on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
(“Main Board”) and was listed on 28 March 2019 with stock code
1797.

China Risun Coal Chemicals Group Limited* (Ff BB &L TEE
ABRAA]) (“Risun Group”)

During the year ended 31 December 2018, the Company subscribed
for approximately 24.80 million shares of Risun Group, representing
approximately 2.58% of its enlarged registered capital, at a cash
consideration of approximately RMB 128 million. As at 31 December
2018, the Company held approximately 2.58% of the enlarged
registered capital of Risun Group. Risun Group was incorporated in
1995. It has four large chemical industrial zones in Xingtai, Dingzhou,
Tangshan and Cangzhou, with more than ten coal chemical
subsidiaries and joint ventures. It is a large scale enterprise group
with principal business of manufacturing, and domestic and foreign
trading of coal chemical products. It is a leading enterprise in China’s
coke and coal chemicals, also being one of the major suppliers of
coke of the Group. Risun Group has submitted an application for
listing on the Main Board and was listed on 15 March 2019 with
stock code 1907.
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Equity Investment (continued)

Investment strategies of equity investment (continued)

Jiangsu Shentong Valve Company Limited (“Jiangsu Shentong”)

During the year ended 31 December 2018, the Group acquired
certain amount of shares of Jiangsu Shentong. As at 31 December
2018, the Group held approximately 9.20 million shares of Jiangsu
Shentong, representing approximately 1.89% of its issued capital,
with a historical cost of cash consideration of approximately
RMB 53.9 million. Jiangsu Shentong is listed on the Shenzhen
Stock Exchange (stock code 002438). It specialises in research,
development, production and sale of novel special valves and is one
of the suppliers of valves to the Group.

N

BARBEFEARZEHFTABRRRZ

SREE#®)
PRAEILE (4)
WHEIR B H18 BRI ()

T & 40 8 B PT R0 B R & A)([ ST & 4
&)

REBE2018F 12 A1 HIEFERN - K
SEWEETHE THEBENRD - B
2018F 12 A31H » "EEF B L4
BA20EIALD - BMEH B BTN AL
1.89% @ BELAANARES5,3908 T -
TE S BRRIIESRR ST ET(RD R
§7002438) + EFEY EAVFERIPIH
AR EEREEYANEEMM
HEm s — o

Investment in Debt EREE
Realised Unrealised
Total amount  Total amount investment investment
Number of of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
units held Investment Fairvalue ~ madeduring  made during for the for the
asat cost as at asat theyearended the year ended year ended year ended
31December ~ 31December 31 December  31December ~ 31December 31 December 31 December
2018 2018 2018 2018 2018 2018 2018
HENIBE  HE018%
R2018% REZ018E REZ18E 128318 12R310
128318 R2018E  M2018F  12A31R 128818 LEECHEER LEERER
¥Ez 12831 12A318 LEEREA LEEALE NRERN/ BREKN/
Name of the financial assets SHEEER B8  ZREMK  ZDABE bk 3 bk 3 (&%) (E#8)
(000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
() (AR®fx) (AR%TR) (AR%Ffx) (ARETR) (AR%Fn) (ARET#R)
Shanghai ManShe Corporate LBSE0RER - - 20,000 (20981) %1 -
Development Company Limited BRAT
- Delot Ivestment Fund ~EERER

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Investment in Debt (continued)
Investment strategies of investment in debt

Shanghai ManShe Corporate Development Company Limited
(“Shanghai ManShe”) — Debt Investment Fund (/8 2 & 23R
BRAR(EBEE]) —ERIREN)

During the year ended 31 December 2018, Tianjin Ansai Assets
Management Company Limited (“Ansai Asset Management”),
a subsidiary of the Company, entered into a debt investment
agreement to invest RMB 20 million in Shanghai ManShe, for a term
of 2 years and extendable for further 1 year. The fund occupation
fee of the investment is calculated at an annual interest rate of
9%. Before 31 December 2018, Ansai Asset Management is
entitled to be assigned 5% equity interest of Shanghai ManShe at a
consideration of RMB 15 million from Mr. Fan Minjun. The principal
business of Shanghai Manshe is operation of leasing of luxury
service apartments. Mr. Fan Minjun is the major and controlling
shareholder of Shanghai ManShe. The investment sum bears
unlimited guarantee by Mr. Fan Minjun and Shanghai ManShe Asset
Management Company Limited, a wholly-owned subsidiary of
Shanghai ManShe. As the debt investment fund was not converted
into the equity interest of Shanghai ManShe before 31 December
2018, the conversion right lapsed and the debt investment fund was
reclassified as loan receivable of the Group.

Investment Strategy and Future Prospects

The Group’s investments in financial assets at fair value through
profit or loss have been conducted on the premises that such
investments would not affect the working capital of the Group
or the daily operation of the Group’s principal business. Such
investments are conducive to improving the capital usage efficiency
and generating investment returns from the Group’s temporarily
idle funds. Giving top priority to prevention of excessive risk, the
Company implemented control and made prudent decisions in
respect of such investments on the principle of protecting the
interests of its shareholders as a whole and the Company. On one
hand, the Company is able to generate a relatively higher returns
from such investments than fixed-term bank deposits, while at the
same time the Company is still able to retain flexibility in redeeming
the investments whenever it foresees there is a cash need.

B E )
BAnBEFEEEZHTABERY
STREE®)
BRERE @

[ERREHIRERA

tEEECXERARARITLES
&) -ERRER

MR2018F 12 A1 B IEFE R » AR A
ZHBRARKRKELELEETEEARAR
([REEEEE )iV BEEKED
FEAREARE20008TR LEESE
FHAMFELAIRB1E  ZRE2ES
HABEFEMNEI%THE  KR20184F 12
A31HA “EEEEEAEUARE
1,500 B THEXFLRELEFEN L
BEEME%ELR - LBSENELER
AEEESim A EHE  L8EXEAL
HEESETBRIEFRE  ZRERHBTE
BEEEREBEEZ2EFARLS
EEEEEEARAAELERER-
MNMEERE R ER2018F 12 A31H
AlEEm A HESEMERE - RERED
KR EERERCENBEAEH
ZIEBEFR -

BB R MAREE

AREBITREA S A RO

SAREERZ SBAENNRA AR
ERERATEYELEBOEEES
SALEMEREHHAREE UIR
ABHREASERNGER AEEBE
BRENASHIURAER - LB
ERBAEEES - AQRDHARD
R AEATIE Bl R AE H R B AR
ARREBE L Bz ARE - 5—
HE AR A BB RA A E AR R
TEBTERRSNER - R U RS
ER AR S R RSB RS R A
BEt -

ANNUAL REPORT 2018 —Z— N\FF3R




> o

FINANCIAL REVIEW (continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(continued)

Investment Strategy and Future Prospects (continued)

Subject to any unforeseeable changes in China’s and global
economic, political and social conditions, the Company currently
expects that the Group will continue to make such investments
as and where appropriate pursuant to the investment strategy
mentioned above. It is currently expected that barring any
unforeseeable circumstances, such investments would continue to
generate additional returns for the Group.

ACCREDITATION FOR THE COMPANY AND ITS
MANAGEMENT

For the year ended 31 December 2018, the Company was awarded
rank 181t in the top 2018 Fortune China 500 companies, as well as
elected by Hang Seng Indexes Company Limited as the constituent
of Hang Seng Composite LargeCap & MidCap Index, taking effect
on 10 September 2018. Jinxi Limited, a subsidiary of the Company,
was elected by the Government of Tangshan City as one of the three
leading iron and steel enterprises in Tangshan City in February 2018.
Furthermore, Jinxi Limited was awarded the “2018 China Top 10
Excellent Steel Enterprise Brand”, “2018 Green Development Model
Enterprise”, and “A” grade super competitive enterprise in the “2018
Steel Enterprises Comprehensive Competitiveness Ratings” by the
China Metallurgical Industry Planning and Research Institute.
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INVESTOR RELATIONS

The Company maintained close contact with its investors during
the year of 2018. The Company not only made timely disclosures
of the Company’s information through the website of the Stock
Exchange for increasing the transparency of the Company, but also
held meetings and conferences with investors, updating them on the
Group’s business development and industrial trend.

This 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.

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 31 December 2018, the Group had a workforce of
approximately 9,400 and temporary staff of approximately 1,400.
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.

APPRECIATION
The Board would like to extend its heartfelt gratitude to all of its

staff for their hard work and dedication to the Group, and to its
shareholders for their continuous support and trust in the Company.

By order of the Board
China Oriental Group Company Limited

HAN Jingyuan
Chairman and Chief Executive Officer

Hong Kong, 28 March 2019

REERFE

ARAE018FFERNEREEMFTE
TEEE  NRARRER BB
U BN BHE B IAE AR BB A
B RANTEEEESE NG B
AEBEBERLITEES

HEAYREREENAEEHEENE
B TADRMEAREREREENE
RIMEE - ERRAGESEEH N4
FHBEENTYBRNRIEES -

ANERRHMER

R2018F 12 A31H » ALEBERERAETH
9,400 A K B BF T A 491,400 A » B TAX
ABEREERFGELEN - EEENEIE
BIBBMMIEL - BERRETE - &E
SETE - KERRBRITE - EEREETE
NIBREN D AEBEES - B2008F7 H
B AEEHEITIERRITIEE THK
TEM1.5% L& REFT - RIBAEE
WEMER  EENBEEANEAES
R/SKIEEXERN BAEEEER
il R B AN B A — B -

EERROBHMAKEELBEENTD

THERESARSENZER - IR REM
B EEMEARBN—EXH -

AERRD
PEIRSEEZERAERAR"

BEE
EFRTEREEHNTE

&& 20193 A28 H

ANNUAL REPORT 2018 —Z— N\FF3R

634



EXECUTIVE DIRECTORS

Mr. Han Jingyuan, aged 62, is the Chairman and Chief Executive
Officer of the Company (appointed on 13 November 2003), and
also serves as a director of certain subsidiaries of the Company.
Mr. Han graduated from the People’s University in 1994 with a
degree in management. Mr. Han began his career in Metallurgy in
1984 when he was employed as a deputy mine manager and mine
manager of Han’erzhuang Iron Mine. Mr. Han has in-depth industry
knowledge and 33 years of extensive operational and managerial
experience in the iron and steel industry. Mr. Han was awarded the
honorary title of “No. 6 in Forbes China Best CEO List 2018”, “Hebei
Metallurgy Top Ten Man”, “Outstanding Entrepreneur of Hebei
Province”, “Excellent Privately-owned Enterprises Entrepreneur
in Hebei Province” and “Economic Top Ten Men of Honesty and
Credibility in China”, etc.. Mr. Han is the Vice Chairman of the
China Chamber of Commerce for Metallurgical Enterprises (formerly
known as “Metallurgy Chamber of All-China Federation of Industry
and Commerce”), the Honorary Chairman of Hong Kong Tong San
Chamber of Commerce and the Vice Chairman of Tangshan Charity
Federation. Mr. Han was also the 9" and 11" representative of the
People’s Congress of Hebei Province, the PRC. Mr. Han is a director
and the controlling shareholder of Wellbeing Holdings Limited, the
controlling shareholder of the Company. Mr. Han Jingyuan is the
father of Mr. Han Li, the Executive Director, Deputy General Manager
and Chief Financial Officer of the Company.

Mr. Zhu Jun, aged 55, is an Executive Director (appointed on 23
December 2003), Executive Deputy General Manager and Chief
Operating Officer of the Company and also a director of certain
subsidiaries of the Company. 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, Hebei Province. Mr. Zhu joined Jinxi Iron Factory in 1992
and later served as deputy director. Mr. Zhu has 25 years of working
experience in the iron and steel industry. Mr. Zhu is a director and
minority shareholder of Wellbeing Holdings Limited, the controlling
shareholder of the Company.
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EXECUTIVE DIRECTORS (continued)

Mr. Shen Xiaoling, aged 58, is an Executive Director (appointed on
1 July 2005) of the Company, Chairman of the Supervisory Board
of Jinxi Limited and also serves as a director of certain subsidiaries
of the Company. 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 during the period January 2002 to October 2015. Mr.
Shen was redesignated as the Chairman of the Supervisory Board
of Jinxi Limited since October 2015. Mr. Shen is a director and
minority shareholder of Wellbeing Holdings Limited, the controlling
shareholder of the Company.

Mr. Zhu Hao, aged 52, is an Executive Director of the Company
(appointed on 21 November 2007). Mr. Zhu 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. Han Li, aged 31, is an Executive Director (appointed on 7
February 2012), Deputy General Manager and Chief Financial
Officer of the Company. Mr. Han joined the Group in 2009 as the
assistant to the Financial Controller of the Company. He was the
executive assistant to Chief Executive Officer of the Company and
also currently serves as a director of certain subsidiaries of the
Company. He also assists the Chief Executive Officer and Chief
Operating Officer of the Company managing the daily operations of
the Group. Currently, Mr. Han is the 12" and 13" representative of
the People’s Congress of Hebei Province, PRC, vice chairman of the
11" Committee of Hebei Youth Federation and 17" representative
of the People’s Congress of the Communist Youth League of Ching;
he was awarded 1> MmEEBISHKEBAY (Enterprise Brand
Special Contribution Character) and &R E 2012 FEEF L H

Y - R ETBE IR IR A T RAIFTE £ (The Harmonious China 2012
Influential People’s Award in Energy Saving). Mr. Han is the son of
Mr. Han Jingyuan, the Chairman and Chief Executive Officer and
the substantial shareholders (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) (holding approximately
34.34% of the issued shares of the Company as at 31 December
2018) of the Company.
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NON-EXECUTIVE DIRECTOR

Mr. Ondra Otradovec, aged 50, is a Non-Executive Director of
the Company (re-appointed on 16 January 2015). Mr. Otradovec
graduated from State University of New York in Stony Brook with a
Bachelor’s degree in Finance. Mr. Otradovec is the Global Head of
Mergers & Acquisitions at ArcelorMittal (a substantial shareholder
of the Company). Previously he worked at HSBC Investment Bank
and was responsible for corporate finance transactions in emerging
markets. Since joining in 2003, Mr. Otradovec has been involved in
mergers & acquisitions at ArcelorMittal and has completed a large
number of acquisitions, mergers and divestments undertaken by
the company. Mr. Otradovec was involved in the merger of Mittal
Steel with Arcelor as well as many other major transactions including
acquisitions in Europe, US, South America and Asia, including
Hunan Valin Steel Company Limited (“Valin Group”) in China (he
served as a director of Hunan Valin Iron and Steel Company Limited).
More recently, he was in charge of acquisitions of ThyssenKrupp
Steel plant in Calvert, USA, Votorantim Steel in Brazil and ILVA
in ltaly. Mr. Otradovec acted as a Non-Executive Director of the
Company from 2 January 2009 to 15 July 2013.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Man Chung, Francis, aged 54, is a Certified Public
Accountant (Practising) and has over 30 years of experience in
auditing, taxation, corporate internal control and governance,
acquisition and financial advisory, corporate restructuring and
liquidation, family trust and wealth management. He is currently
an Independent Non-executive Director (“INED”) (appointed
on 25 August 2004) and chairman of the audit committee and
remuneration committee and member of the nomination committee
of the Company. Mr. Wong is also an INED of Digital China Holdings
Limited, Wai Kee Holdings Limited, Integrated Waste Solutions
Group Holdings Limited, Greenheart Group Limited, GCL-Poly
Energy Holdings Limited, China New Higher Education Group
Limited, Hilong Holding Limited, Qeeka Home (Cayman) Inc., and the
shares of these companies are listed on the Main Board of the Stock
Exchange. He was an INED of Kunming Dianchi Water Treatment
Co., Limited. Mr. Wong is the 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
The Association of Chartered Certified Accountants, Institute of
Chartered Accountants in England and Wales, The Society of
Chinese Accountants and Auditors and Hong Kong Institute of
Certified Public Accountants and a certified tax adviser of the
Taxation Institute of Hong Kong. Mr. Wong holds a master degree
in management (B2 &5+ ) conferred by Guangzhou Jinan
University (EMZE AEZ) | the PRC. Mr. Wong retired from
the office of full-time director of two Certified Public Accountant
firms founded by him (i.e. Union Alpha C.P.A. Limited and Union
Alpha CAAP C.P.A. Limited) in April 2018, redesignate as the non-
executive chairman of Union Alpha C.P.A. Limited and non-executive
director of Union Alpha CAAP C.P.A. Limited, so as to contribute
more time to the duties of INED of listed companies and handle
charitable work.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Mr. Wang Tianyi, aged 72, is an Independent Non-executive
Director of the Company (appointed on 7 February 2012). He is
currently the executive vice president of The Chinese Society For
Metals. Mr. Wang has over 45 years of extensive experience in the
steel industry. Mr. Wang studied metallurgical machinery in Beijing
Institute of Iron and Steel Engineering (1t 7852267 ) (now known
as University of Science and Technology of Beijing 1t REHE A
£) from 1965 and graduated in 1970. He then worked at Handan
Iron and Steel Group Company Limited (HEERSH &% = AR ST
A 7)) (“Handan IS Group”) from 1970 to 1995 and held various
management and professional positions, including the position of a
technician, deputy factory manager and executive deputy general
manager. From 1995 to 2008, Mr. Wang was re-designated and
worked at Tangshan Iron and Steel Group Company Limited (/& LI
=B ARELAR]) (“Tangshan IS Group”) as the chairman
and managing director. From 2005 to 2011, he was also the deputy
chairman and managing director of Shougang Jingtang Iron and
Steel Company Limited (& i 7 F it & AR EE A F]). From
July 2008 to August 2011, he acted as the vice chairman of Hebei
Iron and Steel Group Company Limited (A1t S5 AR EE A
7)) (“HBIS Group”). HBIS Group was established after the merger of
Tangshan IS Group and Handan IS Group on 30 June 2008.

Mr. Wang Bing, aged 53, is an Independent Non-executive Director
of the Company (appointed on 15 July 2016). Mr. Wang graduated
from Peking University with a Bachelor degree in Law in 1986 and
obtained a Doctor degree in International Law from the Research
Institute of Hiroshima University in 1995. Mr. Wang has over 23 years
of experience in practicing law. In 1986, Mr. Wang joined Ministry
of Human Resources and Social Security of the People’s Republic
of China, then worked for the Policy Research Office. He worked at
Zhong Lun Law Firm from July 1995 to May 1998. Mr. Wang joined
Beijing W&H Law Firm since May 1998 and currently, he is the Senior
Partner of Beijing W&H Law Firm. Mr. Wang is qualified to practice
law in the PRC. Mr. Wang was once the independent director of
Shanxi Lanhua Sci-tech Venture Company Limited from May 2003 to
May 2009 and Fujian Guanhong Holding Company Limited from May
2009 to May 2011. He is currently an independent director of Shanxi
Tianji Coal Chemical Group Company Limited since May 2008 and
Shangdong SINO-AGRI United Biotechnology Company Limited
since January 2016. In addition, Mr. Wang acted an external director
of Beijing Fashion Holdings Company Limited (formerly known as
“Beijing Textile Holding Company Limited”) which is a wholly-owned
company of State-owned Assets Supervision and Administration
Commission of People’s Government of Beijing Municipality since
February 2015.
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SENIOR MANAGEMENT

Mr. Yu Lifeng, aged 42, is the deputy chairman, legal representative
and general manager of Jinxi Limited. Mr. Yu began his career
in 1995 when he was employed as the sales supervisor of Han’
erzhuang Iron Mine, and joined the Group in 1996. Mr. Yu has been
awarded the honorary title of “Hebei Provincial Government — Quality
Award (Individual)” (DAL B BTE £52 | B A £2), “The 10th Most
Entrepreneur Concem In Hebei Province” ([ A1t F+ &R /#E)E
TZER ), “The Ten Best Newsmaker of 2018 China Era and Mainland
China Appraisal Campaign” ([ 2018 A B RS JELSK o AR 35 A 2 SEAE
FEEB) HEHBE A" D), “The Outstanding Chinese Entrepreneur”
([FREEFZEZK]), “Chinese Corporate Culture Top Ten Model of
40 Years of Reform and Opening Up” ([ 24 F 40 F R B (2L
TREEAM])in 2018.

Mr. Yu Jianshui, aged 51, is the general manager of Hebei Jinxi
Iron and Steel Group Special Steel Company Limited and was the
general manager of Hebei Jinxi Iron and Steel Group Zhengda
Iron and Steel Company Limited. Mr. Yu was graduated at Hebei
Polytechnic University in steel metallurgy and obtained a MBA from
University of Northern Virginia in June 2009. He joined the Group
after graduation until May 2005 and was employed as the deputy
general executive manager of Shanxi Province Xiaoyi City Chengcai
Iron and Steel Company in May 2005. He then re-joined the Group
in April 2006. He has been awarded County Technological Selected
Talent ([ 82 F}23442 A 1), Ten Outstanding Youths in the County
(I AXEEHE B F ), Outstanding Youth in Post of Tangshan
City (BT B FmMEAIEETF |), Workers” Model in Hebei Province
(A4t & 4 818 &5 1), The First Class Honour of Technological
Improvement in Tangshan City ([ /EILUTREHT#E S —FH ), The
Third Class Honour of Technological Improvement in Hebei Province

(DAL BRI BEL =F ).

Mr. Lam Pak Kan, aged 39, is the Financial Controller and
Company Secretary of the Company since 30 December 2015.
Mr. Lam graduated from the Hong Kong University of Science and
Technology with a Bachelor’'s degree of Business Administration
in Accounting in 2001. Mr. Lam is a member of the Association
of Chartered Certified Accountants and the Hong Kong Institute
of Certified Public Accountants. He is also a Chartered Financial
Analyst (CFA) charterholder. Mr. Lam has over 18 years experience
in auditing, financial management, strategic management,
corporate finance, corporate governance and investor relations with
accounting firm, asset management company and listed companies.
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The Company is committed to sound corporate governance
practices designed to promote greater transparency, investor
confidence and the continued development of the Group with the
best long term interest of the Group and value enhancement for
all Shareholders as our ultimate goal. The Company also believes
that sound corporate governance practices benefit the Group’s
employees and the community in which the Group operates.

CORPORATE GOVERNANCE CODE AND CORPORATE
GOVERNANCE REPORT PRACTICES SET OUT IN
APPENDIX 14 OF THE RULES GOVERNING THE LISTING
OF SECURITIES (“LISTING RULES”) ON THE STOCK
EXCHANGE (“CG CODE”)

In the opinion of the Directors, the Company has complied the
principles and code provisions with the CG Code throughout the
year ended 31 December 2018, except for the deviations regarding
code provisions A.2.1, A.4.2 and C.2.5 of the CG Code with
explanation disclosed below.

BOARD OF DIRECTORS (THE “BOARD”)

During the year under review, the Board comprised the following
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. Shen Xiaoling
Mr. Zhu Hao
Mr. Han Li (Deputy General Manager and Chief Financial Officer)

Non-executive Director
Mr. Ondra Otradovec

Independent Non-executive Directors
Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

ROLES AND RESPONSIBILITIES

The Board assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success
of the Company by directing and supervising the Company’s affairs.
It should act in the best interest of the Company and its Shareholders
at all times. The Board sets strategies for the Company and monitors
the performance and activities of the senior management.

The Executive Directors of the Company are responsible for the day
to day operations of the Company whereas the Independent Non-
executive Directors of the Company are responsible for ensuring a
high standard of financial and management reporting to the Board
and Shareholders as well as to provide a balanced composition
in the Board so that there is a strong independent element on the
Board.

BOARD COMPOSITION

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 64 to 68.

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;

° Ensuring 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.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)
RELATIONSHIP BETWEEN THE BOARD MEMBERS

Except for Mr. Han Li, who is the son of Mr. Han Jingyuan, to the
best knowledge of the Directors, there is no financial, business,
family relationship among the other Directors. All of them are free to
exercise their independent judgments.

DIRECTORS’ ATTENDANCE AND TIME COMMITMENT

The Board authorises the management to carry out the strategy
that have been approved. During the year under review, four
Board meetings were held and the principal business transacted
included approving interim and annual results and reports, as well
as assessing business development and business performance. The
attendance record of each Director of Board and Board Committees
meetings for the year ended 31 December 2018 is set out as follows:

Board
EZR
Board
EZR
Regular Ad Hoc
il =)
Mr. Han Jingyuan EHEEE 34

Mr. Zhu Jun RERE 34
Mr. Shen Xiaoling B E 404
Mr. Zhu Hao RExE 34
Mr. Han Li Bhik 44
Mr. Ondra Otradovec Ondra Otradovec 5t 2/4
Mr. Wong Man Chung, Francis ~ EXRILE 4/t
Mr. Wang Tianyi IREEE 4/t
Mr. Wang Bing ks 3/4

All Directors have access to the Company Secretary who is
responsible for ensuring that the Board procedures are complied
with and all applicable rules and regulations are followed.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

The Board ensures that its members are supplied, in a timely
manner, with all necessary information in a form and of a quality
appropriate to enable the Board to discharge its duties.

The minutes of Board meetings recorded all the details of the matters
considered by the Board and the decisions reached, including any
concerns raised by Directors or dissenting views expressed. Minutes
of Board meetings are kept by the Company Secretary and are
available for inspection by any Director.

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

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

B.  Independent Non-executive Directors

During the year under review, the Company had three
Independent Non-executive Directors of whom Mr. Wong Man
Chung, Francis has appropriate professional qualifications
and experience in financial matters in compliance with Rules
3.10(1) and 3.10(2) of the Listing Rules.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

B.

Independent Non-executive Directors (continued)

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 the Independent Non-executive
Directors to be independent.

Appointment, Re-election and Removal of Directors

Under code provision A.4.2 of the CG Code, all directors
appointed to fill a casual vacancy should be subject to election
by shareholders at the first general meeting after appointment.
Every director, including those appointed for a specific term,
should be subject to retirement by rotation at least once every
three years.

Article 86(2) of the Bye-laws of the Company (the “Bye-
laws”) provides that, amongst other things, the directors shall
have the power from time to time and at any time to appoint
any person as a director, either to fill a casual vacancy on
the Board, or, subject to authorisation by the shareholders
in general meeting, as an addition to the existing Board. Any
director so appointed by the Board shall hold office until the
next following annual general meeting of the Company and
shall then be eligible for re-election at that meeting. In light of
the Bye-laws, any director so appointed as aforesaid shall hold
office until the next annual general meeting. This constitutes as
a deviation from code provision of A.4.2 of the CG Code. Given
the time between filling a causal vacancy and the next general
meeting was generally too short to require a re-election,
therefore the Company adopts the re-election to take place
at the next annual general meeting instead. The Company
believes that it is in the best interest of the Company’s
shareholders to transact this ordinary course of business in the
annual general meeting.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

C.

Appointment, Re-election and Removal of Directors
(continued)

Article 87(1) of the Bye-laws provides that, at each annual
general meetings of the Company, one third of the directors
for the time being (or, if the number is not a multiple of three,
the number nearest to but not greater than one third), including
the independent non-executive directors, shall retire from
office by rotation, provided that the chairman of the Board
and/or the managing director of the Company shall not, whilst
holding such office, be subject to retirement by rotation or be
taken into account in determining the number of directors to
retire in each year. This constitutes as a deviation from Code
Provision of A.4.2 of the CG Code. Taking the Code Provision
A.4.2 of the CG Code, Mr. Han Jingyuan, the Chairman of the
Board and Chief Executive Officer of the Company, retired
at the 2018 annual general meeting and was re-elected. 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, Mr. Zhu Hao and Mr. Han
Li being the Executive Directors are appointed for a fixed
term of three years. Mr. Ondra Otradovec being the Non-
executive Director is appointed for a fixed term of two years.
All Independent Non-executive Directors, including, Mr. Wong
Man Chung, Francis, Mr. Wang Tianyi and Mr. Wang Bing
are appointed for a fixed term of one year. All the Directors
are still subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with
the provisions of the Company’s Bye-laws and CG Code.

In accordance to the Bye-laws 87 of the Company and the
Code Provision A.4.2 of the CG Code, Mr. Zhu Jun, Mr.
Han Li and Mr. Wang Tianyi will retire from office by rotation
and, being eligible, will offer themselves for re-election at the
forthcoming AGM.

Except for the change in the Board as mentioned above,
during the year under review, no other Director was appointed
to fill any causal vacancy or otherwise.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

D.

Responsibilities of Directors and Company Secretary

All 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’ and Officers’ liability

Appropriate insurance cover on Directors’ and Officers’
liabilities has been provided by the Company to cover potential
legal actions against Directors and Officers.

Training and Support for Directors and Company Secretary

Each newly appointed Director will receive comprehensive,
formal and tailored induction on the first occasion of his
appointment, so as to ensure that he has appropriate
understanding of the business and operations of the Group and
that he is fully aware of his responsibilities and obligations under
the Listing Rules and relevant regulatory requirements.

There are also arrangements in place for providing continuing
briefing and professional development to Directors at the
Company’s expenses whenever necessary.

The Company provides regular updates relating to the Group’s
business and the legislative and regulatory environments in
which the Group conducts its business to the Directors.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

F.

Training and Support for Directors and Company Secretary
(continued)

The Directors are committed to comply with the Code
Provision A.6.5 of the CG Code. All Directors have participated
in continuous professional development to develop and refresh
their knowledge and skills to ensure that their contribution to
the Board remains informed and relevant for the year ended
31 December 2018. The Company will arrange internally-
facilitated briefings for Directors and reading material on
relevant topics will be issued to Directors where appropriate.
All Directors are encouraged to attend relevant training courses
at the Company’s expenses.

During the year ended 31 December 2018, the Company has
provided reading materials on corporate governance matters
and update on the Listing Rules to all Directors for their
reference and studying. Besides, Mr. Ondra Otradovec and
Mr. Wong Man Chung, Francis also attended other seminars
and training sessions arranged by other professional firms/
institutions. Record of training of each Director for the year
ended 31 December 2018 were kept by the Company.

The individual training record of each Director received for the
year ended 31 December 2018 is summarised as below:

Participation in Continuous Professional Development
Programme in 2018

EER(EERD#®

BERENNBMMEZEIN N T

EEAREBTEEERSTA 2SR
1EXEABLK - HZE2018F 12 A
1HLEFE  2RESFHIELHEE
BREEHEENBE R HESR
X¥uR - UBRESETAE2ZAE
MERTEFBERNBERTRESRE
HER - AR ERBEERAE
ELRHRNIAEHR U BEBEERE
FIREBEMR - KARREBAEE
EL2NMEEEIRE BAAAR
CIEEN

HE2018F 12 A1 HIEFERN -
AARIEREEESRREEBELE
ERBEEMNMEMA R ETARAE
MEER  UAHFEELERMAER -
4N - Ondra Otradovec 54 K 5 X
RUEENMSEAEMBENRHiE
ZHER E M 5T g REFJIRE o K
NBIEREFEHZE2018F12 A31H
It FEREENEIIRE -

REENHZE2018F 12 A31HILE
BRI 2 @R ekt an T :

2018 F 2 EFFAE R F 15551 2]

ANNUAL REPORT 2018 —Z— N\FF3k

774



_

Corporate Governance Report &£ E88HE

BOARD OF DIRECTORS (THE “BOARD?”) (continued) Z2ER(EER D=
F.  Training and Support for Directors and Company Secretary F. EBEENARMEZEINESFe
(continued)
Attending training/
briefing on regulatory
development, directors’
Reading regulatory duties or other
Directors updates relevant topics
HEEREEEE -
2= MEEEREN BEEETRHEM
EHER HEEM MY HRE
Executive Directors HITES
Mr. Han Jingyuan BRI A v
Mr. Zhu Jun KELAE v
Mr. Shen Xiaoling VLIS S A v
Mr. Zhu Hao KEFE v
Mr. Han Li BEHEE v
Non-executive Director FHITES
Mr. Ondra Otradovec Ondra Otradovec 5t 4 v v/
Independent Non-executive BV EHITES
Directors
Mr. Wong Man Chung, Francis ~ ® X R4 v v/
Mr. Wang Tianyi TFRERE v
Mr. Wang Bing EkdgkHE v v

During the year under review, Mr. Lam Pak Kan, the Financial
Controller and Company Secretary of the Company, took more
than 15 hours of professional training to update his skills and
knowledge in compliance with Rule 3.29 of the Listing Rules.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”) as its
own code for dealing in securities of the Company by the
Directors.

The Company has made specific enquiry of all Directors and
all Directors have confirmed that they have complied with the
required standard as set out in the Model Code during the year
under review.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

H.

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:

()

Audit Committee

The audit committee of the Company (“Audit
Committee”) has been established since 2005 with
specific written terms of reference. The terms of
reference of the Audit Committee (which were available
on the websites of the Stock Exchange and the
Company) have included those specific duties as set
out in the Code Provision C.3.3 of the CG Code, with
appropriate modifications when necessary. Pursuant to
its terms 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.

During the year ended 31 December 2018, the Audit
Committee comprised three Independent Non-executive
Directors. Mr. Wong Man Chung, Francis as the
Chairman of the Audit Committee during the year under
review and Mr. Wang Tianyi and Mr. Wang Bing as the
members of the Audit Committee, in compliance with
Rule 3.21 of the Listing Rules.

For the year ended 31 December 2018, four meetings of
Audit Committee were held.

N
SRR

EER(EERD#®
H ZEE£ZE%
EBRFCEBTRTADEH ZI

- EFXRERILNIIEES A

FERR - BiBE - AR MBI T
(1) FEZRE
AprEZZES ([ BRER

2 )8 2005 F#EA 0 WET
ERTEABREE - FEE
BB E (0] R AT
RARRBMERN) BERE
EIRSFRIZSFRMESCE C.8.3
KRSz TBRE UTRFH
ERELBEEESE - REE
BigwmE ExtagAa(H
FERE)ERTRNEERESR
T EHTTREEINGE
HREED A B EE B - FR
FEIRFEMEHREK BER
ﬁlﬁﬁ%ﬁ‘m%WaA
SEBRGS BIEEZE
&%%Eﬁ% EFERER
BEEERNEHRERTH LA
NiEBFTESHEIRERE
BIEENELRE  WREH
REE R E BT IBE A
EIMEEEITEARE &
NREBEBERZ RE - B
iz\aflEF/J\ﬁﬁaﬁﬁﬁ/Am
J’/{&EAﬁ TTEuiﬁzo

REZE2018F 12 A31 HILF
ER - BREZEERE=2E
VIEITES REBEFEAR
CEREEEXIRATNRE
FUAREZZEERERTER
ERERTKIELE  WEBF L
WRAI3.21 & -

B £2018F 12 A318 It ¢
r %*yéz\ = /\JFTTP;EI/

uéﬂc"

ANNUAL REPORT 2018 —Z— N\FF3k




'.» 80

Corporate Governance Report &£ E88HE

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

H.

Board Committees (continued)

(1)

@

Audit Committee (continued)

The Audit Committee has reviewed the Group’s
consolidated financial statements for the year ended
31 December 2018 and has also discussed the
internal control, the accounting principles and practices
adopted by the Group. The Audit Committee is of
the opinion that the consolidated financial statements
have been prepared in accordance with the applicable
accounting standard, the Listing Rules and the statutory
requirements and that adequate disclosures have been
made in this annual report.

Remuneration Committee

The remuneration committee of the Company
(“Remuneration Committee”) has been established
since 2005 with specific written terms of reference. The
terms of reference of the Remuneration Committee
(which were available on the websites of the Stock
Exchange and the Company) have included the duties
which are set out in the Code Provision B.1.2 of the
CG Code, with appropriate modifications when
necessary.

Pursuant to its terms of reference, the Remuneration
Committee is required, amongst other things, (i) to
determine, with delegated responsibility from the
Board, the remuneration packages of individual
Executive Directors and senior management; (i) to make
recommendations to the Board on the remuneration
of Non-executive Directors; (iii) to review and approve
performance-based remuneration by reference to
corporate goals and objectives resolved by the Board
from time to time; (iv) 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 (v) 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.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)

H.  Board Committees (continued)

&

Remuneration Committee (continued)

During the year under review, the Remuneration
Committee comprised Independent Non-executive
Director of the Company, Mr. Wong Man Chung,
Francis, as the chairman of the Remuneration
Committee, Chairman and Chief Executive Officer of
the Company, Mr. Han Jingyuan and the remaining
Independent Non-executive Directors of the Company
namely, Mr. Wang Tianyi and Mr. Wang Bing as the
members of the Remuneration Committee in compliance
with the Rule 3.25 of the Listing Rules.

For the year ended 31 December 2018, one meeting of
Remuneration Committee was held.

Details of the remuneration of each Director for the year
ended 31 December 2018 are set out in the Note 50
to the consolidated financial statements in this annual
report.
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BOARD OF DIRECTORS (THE “BOARD?”) (continued)
H. Board Committees (continued) H ZESZE2@)
2)  Remuneration Committee (continued) Q) FWEEZ(#E)

The biographies of members of the senior management RAFERB AN SREIEEK
team at the date of this annual report are disclosed in the ENERNAFER[EZENLS
section headed “Directors’ and Senior Management’s TREBAENEREER] —&

Biographical Information” in this annual report. Pursuant NI EE - RIBEPEEATAIZ
SFRIMEN B BIEFTE, - EHE
2018412 A31 B IEFE X
FTahERETBEEE)N
BN TATEE -

Number of individuals

AB
2017

to the Code Provision B.1.5 of the CG Code, the
2018

emoluments of the senior management (excluding
Directors) for the year ended 31 December 2018 are

within the following bands:
1

1,500,001 722 2,000,003
(AR 280080 TEAREA,712,1107T)

2,500,001 722 3,000,00077T
(ARE2140 138 TE AR 2,568,1657T)

HKS$1,500,001 to HK$2,000,000

(approximately RMB1,284,084 - RMB1,712,110)
3,000,001 /8.2 3,500,000

(AE%2,568166 T2 AK% 299,192 7C)

HK$2,500,001 to HK$3,000,000
(approximately RMB2, 140,138 - RMB2,568, 165)
HK$3,000,001 to HK$3,500,000
(approximately RMB2,568, 166 - RMB2,996,192)
HK$4,000,001 to HK$4,500,000 4,000,001 %702 4,500,000 57
(approximately RMB3 424,221 - RMB3,852,248) (HAREE3 424221 TEAR®3,852,24870)
b8 EEZEE
ARRRGZEEE((REBEE
2 )R20129F3 A23B /K -
WEI B EEMmBEEE - 12
HEEG s MRS E (A RO
REFRANBMNEER) B

Nomination Committees
The nomination committee of the Company
(“Nomination Committee“) has been established on 23
March 2012 with specific written terms of reference. The
terms of reference of the Nomination Committee (which
were available on the websites of the Stock Exchange

and the Company) have included the duties which are
set out in the Code Provision A.5.2 of the CG Code, with

TEERTAZTFANEXE
ALB2GFTE 2B E - WRE
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S

appropriate modifications when necessary.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

>



Corporate Governance Report ¥ &E88E

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

H.

Board Committees (continued)

)

Nomination Committees (continued)

The duties of the Nomination Committee are mainly to (i)
review the structure, size, composition and diversity of
the Board at least annually and make recommendations
on any proposed changes to the Board; (ii) identify
individuals suitably qualified to become Board members
and select or make recommendations to the Board; (iii)
assess the independence of independent non-executive
directors; (iv) make recommendations to the Board on
the appointment or re-appointment of directors and
succession planning for directors; (v) formulate a policy
concerning diversity of members of the Board (the
“Board Diversity Policy”), as appropriate; and (vi) to
review the measurable objectives that the Board has
set for implementing the Board Diversity Policy and the
progress on achieving the objectives.

The Nomination Committee will taking into consideration
a candidate’s qualification, experience, expertise and
knowledge, the requirements applicable to the Company
and the structure and composition of the Board,
identify, review and nominate with diligence and care
candidates suitably qualified as Board members before
making recommendations to the Board for their final
appointment.

During the year under review, the Nomination Committee
comprised the Chairman and Chief Executive Officer of
the Company, Mr. Han Jingyuan, as the chairman of
the Nomination Committee and the Independent Non-
executive Directors of the Company namely, Mr. Wong
Man Chung, Francis, Mr. Wang Tianyi and Mr. Wang
Bing as the members of the Nomination Committee in
compliance with Code Provision A.5.1 of the CG Code.

For the year ended 31 December 2018, one meeting of
Nomination Committee was held.
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BOARD DIVERSITY POLICY

The Company has adopted the Board Diversity Policy on 30
August 2013 with a view to achieving a sustainable and balanced
development of the Group. The Company sees increasing
diversity at the Board level as an essential element in supporting
the attainment of its strategic objectives and its sustainable
development.

In designing the Board’s composition, Board diversity has been
considered from a number of aspects, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All
Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard for the
benefits of diversity on the Board.

Measurable Objectives

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision will be based
on merit and contribution that the selected candidates will bring to
the Board.

Monitoring and Reporting

The Nomination Committee will review the Board’s composition
under diversified perspectives and monitor the implementation of
the Board Diversity Policy annually. During the year under review,
the Nomination Committee has reviewed the Board’s composition
(including the gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length
of service) which has been disclosed on pages 64 to 68 in this
annual report and considered the current Board’s composition is
appropriate.
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CORPORATE GOVERNANCE

The Company is dedicated to maintaining a high standard of
corporate governance and the Board is responsible for performing
the corporate governance duties as stipulated in the Listing Rules.

During the year under review, the Board had developed and
reviewed the Company’s policies and practices on corporate
governance and review the compliance with the CG Code and
disclosure in the Corporate Governance Report.

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.

Risk Management and Internal Controls

For the year ended 31 December 2018, the Board conducted an
annual review of the effectiveness of the Group’s risk management
and internal control systems based on the confirmation made by
the senior management and inputs from the Audit Committee. The
Board considered that the risk management and internal control
systems of the Group, including the adequacy of resources, staff
qualifications and experience, training programmes and budget
of the Group’s accounting, internal audit and financial reporting
functions, are effective and adequate during the year.
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ACCOUNTABILITY AND AUDIT (continued)
Risk Management and Internal Controls (continued)

The Board has an overall and ongoing responsibility for the Group’s
risk management and internal control systems, and reviewing their
effectiveness. It is acknowledged that risk management and internal
control systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material adverse
change or damage.

The Board, through its risk oversight role, ensures that the senior
management establishes an effective risk management, consistent
with the Group’s strategy and risk appetite. The senior management
establishes risk management policies and internal control processes
to identify, evaluate and manage risks. Each subsidiary implements
such policies and processes in the daily operations and reports
significant risks identified to the senior management regularly.
The senior management assesses and evaluates these significant
risks reported then allocates sufficient resources to address these
risks and monitors the risk management status reported from the
relevant subsidiary from time to time. The senior management will
communicate the risk management and internal control findings to
the Board for its assessment of the effectiveness of the relevant risk
management and internal control systems of the Group.

The Finance Department and the PRC Internal Audit Department
of the Group review material internal control aspects of the Group,
including financial, operational and compliance controls as well as
risk management function, duties which include (i) reviewing and
reporting on internal and operational controls; (i) following-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. It reports
to the Chairman of Supervisory Board of Jinxi Limited as well as
the Chief Operating Officer and the Chief Financial Officer of the
Company from time to time, and also reports the findings to the Audit
Committee at least twice a year and on ad-hoc basis. The findings
are communicated with the senior management and actions are
taken to resolve defects as and when identified. No material internal
control defects were identified during the year.
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ACCOUNTABILITY AND AUDIT (continued)
Risk Management and Internal Controls (continued)

Under code provision C.2.5 of the CG Code and the related notes
of the CG Code, the Company should have an internal audit function
which generally carries out the analysis and independent appraisal
of the adequacy and effectiveness of the Group’s risk management
and internal control systems. While the PRC internal audit function
of the Company was established since January 2018, other internal
audit function is merged with the finance function during the year
ended 31 December 2018. During the year, the Group conducted
a review on the need for setting up an independent internal audit
department. Taking into account the size and complexity of the
operations of the Group, the Company considers that the existing
organisation structure and the close supervision of the management
could provide sufficient internal control and risk management
for the Group. The Audit Committee and the Board regularly
review the effectiveness of the internal control system and the risk
management of the Group. The Board will review the need to set up
an independent internal audit function on an annual basis.

When the Board and the Audit Committee express concerns over
the risk management and internal control matters of the Group,
the Finance Department and the PRC Internal Audit Department of
the Group will investigate and communicate the findings with and
make recommendations to the senior management. The Finance
Department and the PRC Internal Audit Department of the Group
also maintain an effective communication with the external auditor of
the Company on the Group’s internal control system during interim
review and annual audit.

The Group has a policy for handling and dissemination of inside
information including relevant control processes and safeguards.
The processes and safeguards are implemented as needed by
the relevant department heads and management involved in the
handling and dissemination of inside information.
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ACCOUNTABILITY AND AUDIT (continued)

External Auditor

The Directors are responsible for preparing the financial statements
for the financial year ended 31 December 2018 to reflect a true and
fair view of the Company’s and the Group’s financial position and
financial performance and cash flows for the year.

In preparing the financial statements for the year ended 31
December 2018, the generally accepted accounting principles in
Hong Kong, Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards are adopted, with consistent use of
appropriate accounting policies, for making reasonable and prudent
judgments and estimates. The financial statements for the year
ended 31 December 2018 were prepared on a going concern basis.

The reporting responsibilities of the auditor are set out in the
Independent Auditor’s Report in this annual report.

For the year ended 31 December 2018 and up to the date of this
report, the external auditor of the Group is PricewaterhouseCoopers.
Fees of auditing services and non-auditing services provided
by PricewaterhouseCoopers and its member firms of the same
international network for the year ended 31 December 2018 were
approximately RMB 4.54 million and RMB 2.28 million respectively.

For the year ended 31 December 2018 and up to the date of
this report, PricewaterhouseCoopers and its member firms of the
same international network provided non-audit services mainly on
interim review, taxation services and financial due diligence. These
non-audit services are engaged only as they are more effective or
economical than those available from other service providers and will
not constitute adverse impact on the independence of the external
auditor. The nature and ratio of annual fees to external auditor
for non-audit services and for audit services in 2018 have been
scrutinised by the Audit Committee.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEIZERERAR

Corporate Governance Report £ E88HE

B E M

SNESAZ B ED

EEBEREEFT2018F12 431 B IHE
BRFEENTHBRE - AEEAFRBA
N B TS5 B /9 B A AR O K 5% O TE O B
BRBER ST

REEZE2018F 12 A1 B IEFE WS
BREAR  EEMBEE—RARNE:
KR BAMBRELENRBE S E
Al WERBEASGBENSFTBUR - M
BEFENHE LG - 220185 12
A1 BIEFENTBHRERDNIZFBELS
R o

REE 2 REBECHNAF R 2IBIL
ZEEN RS o

HZE2018F 12 A31 HILFE MEEAR
EHHE - NEBEINEZEE AR TRUK
EETAIEIEAT - B = 2018412 A31H
IHFE BERKESTMEHALE
Bl —BFR A48 T AU B ISRt A% il
BRI ZEBRADRANARKE 4548
TR AR 228ETT ©

HZE2018F 12 A31 HILFE MEEAR
ERH - BERCKEGIMEHALAE
[ — BN 4848 T A9k B IS IR (L IETAZ
FRBEE W KPR - HBRBE &R
BEBAL  ZIEBEZRBRAUER
Ht RS EEFATIRENREE BB X
HEATHERR - BT HINEZE
AL MERTAEZENERT - A
AI{E A o SNEEAZBRET Y 2018 F 2 F hIE
BRI REBZREMREANMEE &
EEHBEZZESFAER -



Corporate Governance Report ¥ &E88HE

SHAREHOLDERS’ RIGHTS

Shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition sent to the Company’s
registered office and its principal office in Hong Kong (Suites 901-2 &
10, 9" floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong
Kong) for the attention of the Board or the Company Secretary,
to require a special general meeting (the “SGM”) to be called by
the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2) months
after the deposit of such requisition. The written requisition must
state the purposes of the SGM, signed by the Shareholder(s)
concerned and may consist of several documents in like form, each
signed by one or more of those Shareholders. If the requisition is
in order, the Company Secretary will ask the Board to convene a
SGM by serving sufficient notice in accordance with the statutory
requirements to all the registered Shareholders. On the contrary, if
the requisition is invalid, the Shareholders concerned will be advised
of this outcome and accordingly, a SGM will not be convened as
requested. Shareholder(s) of the Company holding (i) not less than
one-twentieth of the total voting rights of all Shareholders having
the right to vote at the general meeting; or (ii) not less than 100
Shareholders, can submit a written request stating the resolution
intended to be moved at the annual general meeting or a statement
of not more than 1,000 words with respect to the matter referred
to in any proposed resolution or the business to be dealt with at a
particular general meeting. The written request/statements must
be signed by the Shareholder(s) concerned and deposited at the
Company’s registered office and its principal office in Hong Kong
(Suites 901-2 & 10, 9" floor, Great Eagle Centre, 23 Harbour Road,
Wanchai, Hong Kong) for the attention of the Company Secretary,
not less than six (6) weeks before the annual general meeting in
the case of a requisition requiring notice of a resolution and not
less than one week before the general meeting in the case of any
other requisition. If the written request is in order, the Company
Secretary will ask the Board (i) to include the resolution in the agenda
for the annual general meeting; or (i) to circulate the statement for
the general meeting, provided that the Shareholder(s) concerned
have deposited a sum of money reasonably determined by the
Board sufficient to meet the Company’s expenses in serving the
notice of the resolution and/or circulating the statement submitted
by the Shareholder(s) concerned in accordance with the statutory
requirements to all the registered Shareholders. On the contrary, if
the requisition is invalid or the Shareholder(s) concerned have failed
to deposit sufficient money to meet the Company’s expenses for
the said purposes, the Shareholder(s) concerned will be advised
of this outcome and accordingly, the proposed resolution will
not be included in the agenda for the annual general meeting
or the statement will not be circulated for the general meeting.
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SHAREHOLDERS’ RIGHTS (continued)

Shareholders and other stakeholders may at any time send their
enquiries and concerns to the Board by addressing them to the
Company Secretary by post to the Hong Kong principal office at
Suites 901-2 & 10, 9" floor, Great Eagle Centre, 23 Harbour Road,
Wanchai, Hong Kong.

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 and 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. A Shareholders Communication
Policy was adopted on 23 March 2012 to ensure that Shareholders
are provided with ready, equal and timely access to balanced and
understandable information about the Company. The policy is
posed on the Company’s website. The Company has established
various channels of communications with its Shareholders such
as publication of interim and annual reports, press release and
announcement of the latest development of the Company in a
timely manner. To promote effective communications, the Company
also maintains a website at www.chinaorientalgroup.com, where
updated information 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).

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 (including Independent
Non-executive Directors), chairman or members of the Board
committees and senior management of the Group and where
applicable are available to answer questions at the general meeting
of the Company.
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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.

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.

Under the Code Provision E.1.2 of the CG Code, the Chairman of the
Board should attend the annual general meeting of the Company.

Separate resolutions are proposed at the general meetings for
substantial separate issues, including re-election of retiring Directors.
The Company’s notice to Shareholders for the 2018 AGM was sent
to Shareholders at least 20 clear business days before the meeting
and notices of other general meetings were sent to Shareholders at
least 10 clear business days before the meetings. The Chairman,
the chairman of the Board Committees and the external auditor
were available at the 2018 AGM to answer questions from the
Shareholders.

The forthcoming AGM will be held on 3 June 2019.

The Company will continue to enhance communication and

relationship with its Shareholders. Enquiries from the Shareholders of
the Company are dealt with in an informative and timely manner.
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ABOUT THIS REPORT

China Oriental Group Company Limited and its subsidiaries
(collectively, the “Group”) are always committed to performing
its corporate social responsibilities. Apart from strictly abiding by
national laws and regulations, the Group has reduced emissions and
energy consumption in the steel production process by continuously
investing resources into production facilities, so as to minimise the
environmental impact of the production process and strive for being
an environmentally friendly enterprise.

The Group issues this Environmental, Social and Governance Report
(“ESG Report”) in accordance with the “Environmental, Social
and Governance Reporting Guide” (the “ESG Reporting Guide”)
in Appendix 27 to the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong (“HKEX”) (“Listing Rules”)
to demonstrate the Group’s performance and practice for social
responsibility to all the stakeholders from both environmental and
social areas.

Reporting scope

This report covers the period from 1 January 2018 to 31 December
2018.

Currently, the Group’s revenue is mainly generated from the steel
business which is dominated by sales of self-manufactured steel
products. Production of such steel products is mainly conducted
by its subsidiaries such as Hebei Jinxi Iron and Steel Group
Company Limited (“dinxi Limited”), Hebei Jinxi Iron and Steel
Group Special Steel Company Limited (“Jinxi Special Steel”),
Tianjin Oriental Jiangtian Section Steel Sales Company Limited
(“Oriental Jiangtian”) and Foshan Jin Xi Jin Lan Cold Rolled Sheet
Company Limited. The content and disclosure of environmental key
performance indicators in this report below are mainly about the two
major subsidiaries, Jinxi Limited and Jinxi Special Steel.

Compared with the ESG Report released in the 2017 Annual Report,
there is no significant adjustment to the scope for this report.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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ABOUT THIS REPORT (continued)

Reporting standards and principles

The Group issues this ESG Report in accordance with the “ESG

Reporting Guide” in Appendix 27 to the Listing Rules of HKEX

to demonstrate the Group’s performance and practice for social

responsibility to all the stakeholders from both environmental and

social areas.

>

“Materiality”: The Group identifies key Environmental, Social
and Governance themes through stakeholder engagement
and materiality assessment;

“Quantitative”: This ESG Report discloses the major key
performance indicators in terms regarding the environmental
aspects of the Group quantitatively;

“Balance”: This ESG Report presents the environmental and
social performance of the Group impartially;

“Consistency”: The statistical methods remain unchanged
for relevant disclosures in this ESG Report, with certain
adjustments to some statistical calibres. The statistical calibre
of subsequent years will be consistent with this year.
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ABOUT THIS REPORT (continued)

Environmental, Social and Governance

The Group understands the importance of enhancing its
environmental and social commitments to sustainable operations,
and has incorporated Environmental, Social and Governance-related
risks and opportunities into our business strategies to guide our day-
to-day business operations. The Board of Directors (the “Board”)
supports the Group’s commitment towards fulfilling its corporate
social responsibility and assumes all responsibilities for the Group’s
environmental, social and governance strategies and reporting.
The Board is responsible for assessing and determining the
Group’s Environmental, Social and Governance risks and ensuring
appropriate and effective Environmental, Social and Governance risk
management and internal control systems are in place. The Board
regularly reviews the Group’s Environmental, Social and Governance
performance and approves the annual ESG Report of the Group.
The management of the Group is responsible for implementing
the Environmental, Social and Governance risk management and
internal control systems, reporting to the Board on Environmental,
Social and Governance-related risks and opportunities, and
providing confirmation to whether the relevant Environmental, Social
and Governance systems are effective.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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ABOUT THIS REPORT (continued)

Environmental, Social and Governance (continued)

To fully engage the work on Environmental, Social and Governance,
the Group has established an Environmental, Social and Governance
working group, which engaged the head of departments with
designated persons to be responsible, to ensure the smooth
progression of Environmental, Social and Governance work and
report to the management of the Group.

Acting seriously on national industry policies, the Group relentlessly
promotes the transformation and upgrading of industry structure
and adjustment of product mix, in an effort to build the world’s
largest section steel production base. The Group’s Environmental,
Social and Governance strategies are based on the core principles
and goals of green development, to provide guidelines for daily
operations. The Group regularly reviews Environmental, Social and
Governance policies and strategies to ensure that they are relevant
and applicable to the business.

Stakeholder Engagement

The Group’s major stakeholders include government, shareholders,
clients, employees, suppliers, communities etc.. The Group attaches
great importance to stakeholder engagement, and therefore has
established effective communication channels to understand the
aspirations and expectations of stakeholders and to discuss and
respond with their concerned Environmental, Social and Governance
matters, thereby promoting the mutual growth of the Group and
stakeholders.
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ABOUT THIS REPORT (continued)

Stakeholder Engagement (continued)

Stakeholder

Nz ERA

Expectation

2

ik Eleapsl

Environmental, Social and Governance Report B - # @R EAHE

BARARE(E)

HSE(E)

Communication mechanism

BB

Government ° Law and regulation compliance . Daily management and exchanges in
B BASTR meeting
o Paying tax legitimately HEEENESZRIM
HOEARTR . Supervision, inspection and reporting
. Support local development BEE . A TR
i R o Policy consultation
B
Shareholder ° Sustainable development and returns ° General meetings of shareholders
R to shareholders RERAE
T B E L ORISR . Timely information disclosure
o Information disclosure and investors LEZEE
relations ° Investors relationship activities
EERERREERIE REEBEEH
° Corporate governance and risk control
BEER REBRE
Client ° High-quality products o Contract signing and business dealings
EF BEEMD AR REEER
o Superior service o Product quality assurance
B R EnEERE
° Technical innovation
AT ElE
Employee ° Salaries and benefits ° Compensation system
8T TEKREH Frogas
o Safe and healthy working environment e Employee training
2 BERNTIERE 8T
° Fair promotion and career ° Employee activities
development opportunities ET)EH)
NEHNEAMEEERERS . Performance appraisal management
BMERER
Supplier o Commitment fulfilment o Supplier inspection and evaluation
e BT AGH HEREZ RN G
o Fair, open and righteous purchasing o Open tender
R AR R A ERRE REBR
o Win-win development ° Communications and visits
HERERE R M an
Community o Contribution to local employment o Support for local education
#HE TREE LR EHHE B

Contribution to community harmony

R+ 1R
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ABOUT THIS REPORT (continued)

Materiality assessment

According to the ESG Reporting Guide, the Group established
an Environmental, Social and Governance materiality assessment
model. Through identifying, evaluating and screening of
Environmental, Social and Governance aspects, the Group identified
the following aspects as material and thus would be given priority in
disclosures and responses in this ESG Report.

Material subjects:

EERE:

Exhaust emissions

JE R

Greenhouse gas emissions
=R AB R

Energy saving

B KIREIR

Water saving

ERAI K

Employment

1%

Health and safety
[EERTES
Development and training
R EIE

Supply chain management
HpEgEE IR

Product quality
EmnEs

Product innovation

ZE mmElET

Customer relations

B BIR
Anti-corruption

K&

PR ()
TR

REBCRE g hERIMEES) &
SEHBEZTRE HERERERND
B - BBEIRR HERELER
BRI - AP AERIE - REERE T A
THEE[EEN Bt EARK - 44

SRERRETHETEIEHBEMEIE -

Relevant subjects:
HEREE ¢
o Sewage discharge

REIKHERL

Solid waste discharge

REZMEER

Packaging materials
M E

Environment and natural

resources

RIBERRAEIR

Labour standards

LT 2R

Standard formulation and

revision

s

Advertising and trademarks

& AR

Community investment

HEEE
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1.  ENVIRONMENTAL

The Group is committed to reducing pollution discharge and
resource consumption resulting from production and operation
and strictly complying the “Environmental Protection Law of the
People’s Republic of China” and other laws and regulations. The
Group implemented the “Environmental Protection Responsibility
System”, the “Management Measures of Environmental Supervision
and Management Personnel” and the “Management Measures of
Environmental Protection Training” as well as other management
policies. The Group has established an environmental management
system that meets the ISO 14001 standard, which has been certified
by a third party, thereby reducing the impact to the environment.

In 2018, the Group stuck to green development:

o On 3 June, Jinxi Limited was awarded the “2018 Green
Development Model Enterprise”;

o In the first “Green Steel Enterprise Expedition” event organised
by China Metallurgical News Agency, Jinxi Limited won the
“Green Development Benchmark Enterprise” award;

o In July, Jinxi Limited, Northeastern University and Beijing Real
Estate jointly established the “Tangshan Green Steel Structure
Industry Technology Research Institute”.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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1. ENVIRONMENTAL (continued)

1.1 Emissions

1.1.1 Sewage discharge

1. BIR(E)

1.1 BERW

1.1.1 B KBEK

Waste water treatment plant 757K 5z 3% &

Sewage generated by the Group consists of sewage from
production process and household sewage from factory areas.
Regarding the sewage, the Group complied with relevant laws and
regulations as well as relevant standards including the “Law of the
People’s Republic of China on Prevention and Control of Water
Pollution” and the “Discharge Standard of Water Pollutants for Iron
and Steel Industry”, and formulated management policies such as
the “Procedures for Prevention and Control of Water Pollution” to
ensure effective control and management of sewage. The Group
built two sewage treatment plants with maximum daily treatment
capacity of 50,000 tons and one sewage treatment plant with
maximum daily treatment capacity of 10,000 tons in Jinxi Limited
and Jinxi Special Steel respectively for the centralised treatment of
sewage. All the post-treatment water which meets the standard is
reused in the production.

In 2018, the Group continued to carry out comprehensive treatment
and usage of sewage with no external discharge of sewage.

REBHEKEBEAEEBRERTEEN
JBE 7K R [ /) AR E BE 7K o Bt T iE LR
Ko AEBMEBTF(REARLMBEKGE
Biya R ) RS T 5 LB RIZAE)
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1. ENVIRONMENTAL (continued)

1.1 Emissions (continued)

1.1.2 Exhaust emissions

The exhaust emissions of the Group mainly comprise particulate
matters, nitrogen oxides and sulphur dioxide generated from
production. For strict compliance with laws and regulations as well
as relevant standards including the “Law of the People’s Republic
of China on Prevention and Control of Atmospheric Pollution”, the
“Emission Standard of Air Pollutants for Iron and Steel Industry in
Hebei”, the “Emission Standard of Air Pollutants for Ironmaking
Industry”, the “Emission Standard of Air Pollutants for Steelmaking
Industry”, the “Emission Standard of Air Pollutants for Sintering and
Pelletizing for Iron and Steel Industry” and the “Emission Standard of
Air Pollutants for Steel Rolling Industry”, etc., the Group invested in
resources to improve its production environment and facilities, and
equipped various operating production facilities with environmental
protection equipment, to ensure strict control on environmental
pollution caused by exhaust.

During the reporting period, the Group’s exhaust emissions are
showed as below:

A1.1.2 Exhaust emission EESR HERK

Environmental, Social and Governance Report B - 4+ 2R ERHE

1. BIR(E)
11 B (&)
1.1.2 B

AEBENERINEIEZBFEERED
EEWBERY - A R 8L -
AEEBEET(PEARKMBEARS
FPaE) - CuitE#E TR AR5 RY)
PERURAE)  CBREI TR ARRS R UIT
)~ (R TERRS R T BUITE) »
(RS - B TRAR)S 2 MBER
FEMCEL I TEARRI SRR E)E
EREBRMBBARE  RABRREE
ERBELRME  RERETHLEERSB
LB IRIRBIE R - HREIBIESIER
EIRITER AT ©

RI|BEHA - AEBEERERERF
Rk

Particulate matters (tons) BRI (R ) 2,968 814
Nitrogen oxides (tons) A by () 3,318 5,493
Sulphur dioxide (tons) —S b (mE) 3,876 2,613

Note: Because pollutant discharge fee was changed to environmental
protection tax in 2018, more exhaust outlets were included in the
statistical calibre. The statistics of exhaust outlets in subsequent
years will be consistent with this year.
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ENVIRONMENTAL (continued) 1. RE(E)
1 Emissions (continued) 1.1 BE (&)
1.2 Exhaust emissions (continued) 1.1.2 Btk (&)

Topic: Desulfurisation and denitrification overhaul of sintering machine of Jinxi Limited

SRR ¢ O3 O 00 A A A B X

In 2018, the four sintering machines of Jinxi Limited finished the desulfurisation and denitrification project, and all
passed the hot test and were officially put into use. By virtue of selective catalytic reduction (“SCR”) denitrification
+ wet desulfurisation + wet electrostatic + “de-plume” treatment process, ozone-assisted oxidation circulating

fluidised bed desulfurisation, denitration and dedusting integrated treatment process, and circulating fluidised bed
desulfurisation + bag precipitators + SCR denitrification treatment process, the original limestone-gypsum wet
desulfurisation + wet electrostatic precipitator flue gas treatment facilities were all eliminated. After the overhauled
facilities were put into use, ultra-low emission standards were achieved with particulate matters < 10mg/m?®, sulphur
dioxide < 35mg/m?, nitrogen oxides < 50mg/m?® at outlets.
73/\201 84F - EIMER M S EAEKE TARMEHEER Y E L2 @B - EXRAER « thRBUEE
BEMECEFRASCRIBME +BEMRT + REFE+[BERERA ] fRETE - REEHABERAEK
Hﬂﬁﬁﬂﬂﬁﬁﬁg_ﬁ%fbm BTE - URBERRICRER+ M RBRER+SCRIGEAVEETE - RAKA—FA
BREBRM+BEFERERERGEREE X - BERBIRAERRZ - SEROBERYI<10mg/ms « =
A/bhi<35mg/m3 « BEALYI<50mg/ms3 » EEBIEBERUZAE -

B

ANNUAL REPORT 2018 —Z— N\FF3k




» 102

1. ENVIRONMENTAL (continued)

1.1 Emissions (continued)

1.1.2 Exhaust emissions (continued)

Environmental, Social and Governance Report B - 4+ 2R ERHE

1. BIR(E)
11 BEm (&)

1.1.2 BRI (&)

Topic: Dust prevention and control in the material field of Jinxi Limited

HE  FREHAERSEERS

In 2018, Jinxi Limited built one 100,000 m? sintering and pelletized material closed shed, two 75,000 m? ironmaking
coke sheds, and two 50,000 m? sintering, pellet, lump, and return ore sheds. All of the closed sheds equipped with
fog guns and sprinklers inside to suppress dust, and vehicle washers at exits. In addition, the roads inside were all

hardened, effectively reducing dust pollution from the material fields.

PR 20184F - F 78l 2 A —{& 100,000 m? B2 #E Ko BR B U ET BRI /R EE 75,000 m? BRETER iRH - B P BE
50,000 ' BE4EHE - BREIMR - SR - RIER o SEARAEEE G MEWNKEE M ORERES

SN - BB 2 BRI - ARURDRISBEER R o

1L

1.1.3 Greenhouse gas emissions

Greenhouse gas emissions of the Group are mainly from:

. Scope 1: direct emissions, including fuel and raw materials
used in production process, such as cleaned coal, anthracite,
soft coal, coke, limestone, dolomite and silicon manganese
alloy, etc.; as well as fuel used by vehicles, such as gasoline
and diesel;

. Scope 2: indirect emissions of energy, mainly including use of
purchased electricity.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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1.  ENVIRONMENTAL (continued) 1. RE(E)

1.1 Emissions (continued) 1.1 BERRn ()
1.1.3 Greenhouse gas emissions (continued) 1.1.3 8 =mEEHIN(E)

The Group actively conducted energy conservation management RNEBFEMBEEMESIE - BiREIg4E
by recycling energy such as thermal energy and gas generated ERRERRELSANRENSBEERSE )
in blast furnace during production to reduce consumption of fuel PEAKRELFANE B B - A P
and purchased electricity, which resulted in effective reduction of KEEREEHEW -

greenhouse gas emissions.

During the reporting period, the amount and the intensity of REEHR AEBEEREERER

greenhouse gas emissions of the Group are disclosed as below: BB ERENT
A1.1.3 Greenhouse gas emissions & = f B HE I
Scope 1: Direct emissions (tCO.€) FlE— : EEHEN 13,687,449 14,817,061
(& LEE
Scope 2: Indirect emissions #IE =« gLREEBER 1,538,136 1,363,847
of energy (tCO»e) (S (tiES
Total emissions (tCO.€) RgEmE(E_atREE) 15,225,585 16,180,909
Emission intensity (tCO.e/ton of steel) BEEE 1.58 1.70

(M- thixE =, WA )

Notes: B

1. Greenhouse gas emissions appraisals are presented in terms of 1, BEFREERZEUN_S{thEs2
carbon dioxide equivalent and calculated in accordance with the 5 WIKIERRERNMNEE S &3/
“Guidelines for the Accounting and Reporting of Greenhouse Gas R B S AR E D 208 = /A HE U
Emissions for Chinese Steel Producers” issued by the National B AR IR WEITIZE o

Development and Reform Commission.

2. Jinxi Special Steel’s purchased electricity data in 2017 was 2. MR 2017 EHINEE H &g

re-stated according to the statistical calibre of 2018. Therefore, BIECOISEMGKZAAOCET K W
the amount of greenhouse gas emissions of 2017 was 2017 EB =R LM ERIE2018E L
recalculated according to the statistical calibre of 2018. The HOEEHRHE  BEBEFEEGTOEE
statistical calibre of subsequent years will be consistent with this B E(RIE—5 o

year.
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1. ENVIRONMENTAL (continued)

1.1 Emissions (continued)

1.1.4 Solid waste discharge

In accordance with the “Law of the People’s Republic of China
on the Prevention and Control of Environment Pollution by Solid
Wastes”, the Group formulated internal policies such as the
“Procedures for Prevention and Control of Solid Waste Pollution”
and the “Management Measures of Waste Solids”, to perform proper
management of non-hazardous and hazardous wastes. The Group
has effectively reduced solid waste discharge through increasing
recycling of recyclable wastes.

Non-hazardous wastes mainly include wastes containing iron,
water slag, steel slag, desulfurised gypsum, refractory materials
arising from production and household garbage in factory area etc..
The Group conducted separate collection and disposal of non-
hazardous wastes, whereby wastes containing iron are recycled,
water slag and steel slag are sold to cement plants for recycling,
and household garbage is disposed of properly according to local
regulations.

Hazardous wastes include used batteries, waste oil drums and
waste oil, etc.. The Group properly identified, collected, stored,
transported and disposed of them in accordance with the “National
Catalogue of Hazardous Wastes” and other relevant laws and
regulations, by storing them in separate storage rooms and
entrusting qualified entity to properly dispose of them.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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1. ENVIRONMENTAL (continued)

1.1 Emissions (continued)

1.1.4 Solid waste discharge (continued)

During the reporting period, solid waste discharge in quantity and
intensity of the Group are disclosed as below:

BRE -HERER

1. B(E)
11 Hewn(&)
1.1.4FZ PR ()

RIBEE - AR E RS R
MEE BT -

A1.1.4 Solid waste discharge FEZE Y HE M 2018 2017

Hazardous wastes (tons) BEEEZY () 179.81 9.82

Hazardous wastes emission intensity BEREEYHE S (W8, WEH) 1.867*10°° 1.029*10®
(tons/ton of steel)

Non-hazardous wastes (tons) mEREE ) (E) 3,122,608 3,453,554

Non-hazardous wastes emission intensity = e 2= ¥ HE R = (18 WA ) 0.324 0.362

(tons/ton of steel)

Note: In 2018, the Group carried out many overhauls, which
produced a relatively large amount of hazardous waste such as
waste oil and waste oil drums.

1.2 Use of Resources

1.2.1 Energy saving

Energy used by the Group mainly comprises cleaned coal,
anthracite, soft coal and coke used in production, as well as gasoline
and diesel used by vehicles. Besides, the Group provided heating
for residents of Qianxi County in winter. In compliance with laws and
regulations such as the “Law of the People’s Republic of China on
Conserving Energy”, the Group established internal management
systems including the “Regulations on Enhancing Management of
Energy Use”, the “Procedures for Control of Energy Evaluation”, the
“Procedures for Control of Energy Operation” and the “Regulations
on Enhancing Management of Energy Measurement”, to implement,
control and manage the use of all kinds of energy. It sought to save
energy through carrying out regular energy statistics and analysis,
and increased the efficiency of energy use by constant optimisation
of production equipment and energy saving transformation.

st R2018%F  AEEMBARTRIZRIET
B EETERENER BERSEEE
REZEY) °

1.2 BIRER

1.2.1 B04IBE)R

AREBEFERNEREZREEEMAD
VAR mEE - EK ERUKER
2 A URMAMESRSE o fhoN - NEBEE
XELHEBOASNZEHEEHRMRE - K
EEEF(PEARLMBETDOREIRE)
LEEER AR R SR MR se IR A
BERRE)  CREIRFTEIESIEZF) <<
TREITIEGIREFE) - (AR INSREEIRGTE
EWRE)ENEBRGIE - LAEME - T
%'Jfﬂ%fix*ﬁ SRR - EHRERE

RGO - SHETes - TEE
ﬂjkiﬁ S MRETREDSUE - IRE B
TR AR o
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1. ENVIRONMENTAL (continued)

1.2 Use of Resources (continued)

1.2.1 Energy saving (continued)

Environmental, Social and Governance Report B - 4+ 2R ERHE

1. BIR(E)

1.2 EIRERE)

1.2.1 BA9BE)5 (4&)

Control room of energy management center 82/RE1ER L EIEE

The Group included energy-saving management in the scope of
management appraisal, directly linking the performance of person-
in-charge with the energy-saving objectives as well as through
monitoring the economic indicators, consumption indicators, etc.
to improve the production standard. The Group closely followed
cutting-edge technology for energy saving and consumption
reducing in iron and steel industry, and stuck to the path of
continuous improvement by combining technology energy saving in
whole-process with energy management optimisation. The Group
adopted quite a number of advanced technologies such as waste
heat recovery, coal gas recovery as well as systematic energy-saving
optimisation. The Group has established an energy management
and control centre to manage the energy consumption of the entire
plant, which has effectively cut down energy consumption.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

AEEREEEEENATEEZHE
REEEMIREE B IZEREN BB
HRERS HRBESSENERRERE
K o NEET LB MM ETT R ENRE
BEREMB AR BRI RITEisE
HggREREBESANRHERER
%o REBRM T RILERADUAA -
BRSRB1 W R P A Ko R R BE B AL ST 4
e REEZY TREOREZEH L 2@
EEEERROEREBER  BUEET
RETRIBRE



Environmental, Social and Governance Report

1. ENVIRONMENTAL (continued)

1.2 Use of Resources (continued)

1.2.1 Energy saving (continued)

During the reporting period, energy consumption in total and

intensity of the Group are disclosed as below:

RE -HERER

1. B(E)
1.2 BRERE)

1.2.1 BiA9EE)5 ()

RIEHA - KREERRERAERE
EWENT

Power Power

consumption consumption

£:3 758

A1.2.1 Energy Consumption (GWh)  Consumption ' (GWh)

A2 8ER HER GWh R Bfi GWh

Diesel &b 4 10°tons TH 52 5 10°tons THA 62

Gasoline b 155 tons I 2 250 tons K 3

Cleaned coal Vi1 275 10°tons TH 2,009 322 10°tons THA 2,354

Anthracite EER 858  10° tons T 4,840 787 10°tons THA 4,440

Soft coal gt 292 10°tons T 1,586 525 10%tons T 2,857

Coke £ 3,758  10°tons TH 29,693 3,968  10°tons TR 31,351

Purchased electricity SNEE S 1,739 GWh 1,739 1,542* GWh 1,542*
Total energy consumption BEHEE 39,922,141 MWh 42,608,328 MWWh

Energy consumption intensity 8¢ %E 4.15 MWh/ton of steel 4.46 MWh/ton of steel

4.15 MWh,/H58 4.46 MWh,/ 18

Note: In 2017, Jinxi Special Steel’s purchased electricity data are
recalculated according to the statistical calibre of 2018. The
statistical calibre of subsequent years will be consistent with this

year.

i OEARHR 2017 ERNINEE HEIE - R
B2O1BFMAAT O EEITE - REF
Bt DL EARE Z R — B~
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1. ENVIRONMENTAL (continued)

1.2 Use of Resources (continued)

1.2.2 Water saving

In strict compliance with laws and regulations including the “Water
Law of the People’s Republic of China”, the Group formulated the
“Provisions and Assessment Measures for Water Management”,
and strengthened management of water control devices including
water supply pipe and valve, faucet, bath and water tank, to
prevent overflow and water running for a long time. With reasonable
use of primary water and secondary water in strict compliance
with production water standards, it effectively reduced water
consumption.

Jinxi Limited adopted a reverse osmosis treatment system for
concentrated brine with a capacity of 150m3/h, which used
nanofiltration (“NF”) device to re-treat the concentrated brine after
reverse osmosis treatment at sewage treatment station, and then
imported the plain water treated to water-consuming system or
other water-consuming units for reuse, significantly reducing the
consumption of fresh water. Jinxi Special Steel adopted 3-level water
usage management. It reasonably controlled replenishment of fresh
water based on indicators and carried out hierarchic management of
water usage of various units, reduced fresh water consumption per
ton of steel.

Environmental, Social and Governance Report =%

1. BIR(E)
1.2 EIRERE)
1.2.2 B4 K

REERBAT(REARKXMBNOE)
FREER  BIECAKEERE RE
RZHE ) K g B K E B ANRIPT ~ 7K3E
LA KOAM  KEERAKEHEENE
B2 BERAMERKER  BRIEREE
RAKEESBER— - 2K BRUR
DIKIREERE ©

22 7A 8 S B A3 150me/n B 2 )2 iE R B K D)
AR ZRSTIE  EAMBEEZE(NFD
#8555 7K B IRk )8 i BR IR 1% 1Y R B UK B
R - BRBEMAKEAZER
KRG SHEHMAKETHERNA - KRR
AT E T E KB EFE o SRR A EK
RSAANKER « IR S B SR K
KE - HRBAAKETHORERSE
B T HEHFERKAE o

During the reporting period, water consumption in total and intensity RIBEEARN  NEBERAKENRER
of the Group are disclosed as below: BWOR :
A1.2.2 Water 7K 2018 2017
Total water consumption (tons) EAKE(HE) 19,539,413 18,937,789
Water consumption intensity 4E /K22 S (8 B ) 2.029 1.985

(tons/ton of steel)

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR



Environmental, Social and Governance Report

1.  ENVIRONMENTAL (continued)

1.2 Use of Resources (continued)

1.2.3 Packaging materials

The Group’s products mainly are steel products such as section
steel, strips, billet, rebar and sheet piling, which use relatively small
amount of packaging materials during sales, primarily includes

packing strap used by Jinxi Limited to sell products.

During the reporting period, the Group’s consumption of packaging
materials is disclosed as below:

A1.2.3 Packaging materials & 5t #1 ¥}

RE -HERER

1. B(E)
1.2 BRERE)
1.2.3 BEIRITH

ARENERTEQELE  BH - @
Z~%@ﬁ&ﬁﬁ%%mﬁ%§%~ﬁ
1 5 205 0 B ) LS AT R
ﬁiﬁﬁ@ﬁ%ﬁm%%ﬁ%%ﬂam
WIS R EE B A B
BT :

Packing strap (tons) FTE 5 (0R)

6,219 4,820

1.8 Environment and natural resources

With a strong sense of social responsibility, the Group adhered to
green development all the way. With a goal of achieving “production
cleanliness, artistic architecture, factory gardening”, we invested
in enhancing environmental protection, energy saving and noise
control and environmental greening.

1.3.7 Noise control

On top of the aforesaid generated emissions and resources utilisation,
the Group actively reduced other impact on the environment,
including the noises during the production operation. In order to
strengthen the control and reduce the impact brought by noises, and
to meet the requirements of the relevant standards such as “Emission
Standard for Ambient Noise” and the “Emission Standard for Noise
at Boundary of Industrial Enterprises”, the Group has taken various
measures to strictly control ambient noise level at boundary. The
specific measures include:

° To set up factories for all types of large facilities and
workshops;

° To install noise reduction facilities for production facilities and
devices with loud noises, such as oxygen production module
and electricity generation module, etc.;

1.3 RERRAER

AEBUSENHEETRERREH
& A TEERFE - 2EEME B
Bl RBE > AERERERB(ICRR
RIE - ENRERRIR RARLIRIR -

1.3.1 BB 5 )

Dl E A B R ERERIN - K
SERGEREEMHREOZE B
HEEETTREVREE o /3 HNSR % H NORt
BERSRNTZE  MEDCRERBHN
FEVIK TR EERMARZREL T
E)ERBRENER - AREKRIEZIA
AR B BRI IR B K - A
BB

o REEARURBLREREEREE

o  HBRBAMAERBRENGAME

MBEEBRAZREHBRNG
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1. ENVIRONMENTAL (continued)

1.3 Environment and natural resources (continued)

1.3.1 Noise control (continued)

1.3

BIR(E)

RN KAER(E)

1.3.1 RE K (&)

° To install sound-proof doors for electricity generation modules,
hot air stove blowers, and oxygen production workshops
which generate relatively loud noises, etc.;

o To install shock reduction and shock insulation equipment for
blowers and water pumps, etc. which generate relatively loud
noises;

° To use totally closed settings for the transfer of raw materials
using closed transfer corridor and feeder, etc.;

° To add sound-proof shield for saw machine;

o To hire professional environmental inspection company to
carry out on-site noise detection.

1.3.2 Greening and green protection

The Group valued greening development and widely launched works
on tree planting and afforestation, speeded up the implementation
of comprehensive management projects on environmental
improvement, as well as promoted the beautification, greening,
lighting of plant area, so as to improve the production and living
environment. In April 2018, Jinxi Limited organised voluntary tree
planting activity “Green Steel City-Beautiful Jinxi”, where 100-odd
participants planted more than 360 seedlings, adding further new
greenness to Jinxi Limited’s plant area.
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Environmental, Social and Governance Report

2. SOCIAL

2.1 Employment

The Group strictly abided by the labour laws and regulations such
as the “Labour Law of the People’s Republic of China”, the “Labour
Contract Law of the People’s Republic of China”, the “Regulation
on Work-Related Injury Insurance” to protect employees’ rights and
dignity, maintain harmonious employee-employer relations, provide
development opportunities, create a healthy working environment,
and enhance employees’ sense of well-being and belonging.

2.1.1 Recruitment and termination

The Group attracted talents under the principles of fairness and
objectiveness as well as employment on the basis of competitive
selection, by using internet recruitment, campus recruitment,
recruitment in the labour market and specialist recruitment firms,
etc.. The Group entered into, updated and terminated labour
contracts with formal employees in accordance with laws and
regulations, which clearly specified contractual rights and obligations
as well as the conditions and procedures for terminating labour
contracts.

2.1.2 Remuneration and benefits

The Group established a remuneration system which reflects the
value and contribution of individuals. According to management
system such as the “Interim Measures for Remuneration
Management”, employee remuneration is composed of basic
salary, annual allowance, performance bonus and company prizes.
Furthermore, the Group paid all kinds of social insurances (including
medical insurance scheme, pension scheme, unemployment
insurance scheme, maternity insurance scheme, etc.) in a full and
timely manner in accordance with the national requirements. Since
July 2008, the Group introduced the work injury insurance and
has been paying 1.5% of the wages paid to the staff to the social
insurance department.

BRE -HERER

2. #HE
21 1EfE

AEEFRBENKPEARANMBE L B
E) (hEARKNESHARNE) (T
BREBIGODFEEIERER REET
RaMER - EEMESERR  ZH)
LREE 2ERBEITFERRERIEESR
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2. SOCIAL (continued)

2.1 Employment (continued)

2.1.3 Position and promotion

The Group has developed a position framework including system,
classification, title and level, and continuously improved and updated

it to provide a clear promotion path for employees.

ES sy st =
Level A of production Ordinary technical Production service
management post level
HEBRARE 3B R e (L B FERBEE
Leverln Igncz‘g%rr?]:ﬁftion OrdinargocJS?eration P -
/= e e o
EEETBHE ERRER RS FEEEk

Level C of production
management

SEEHCHS

Core technical post

R BT e B

Foreman

RS

Key technical post

Simple operation post
BRI A S
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2. #HE#E

21 ERE)

2.1.3 I BEH
AEERYTRERUBR  MULF
Al EAEBAEUBRSEANN MU

R U THHETEEN RETE
FHZ AR B T EETE o

Logistic support level

R ERERE

Production
Management

HEERBR

Operation

EIVEES(EEES

Administration
THEIE R

New employee
BT

Employee promotion channel
BTHEERE
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2. SOCIAL (continued)

2.1 Employment (continued)

2.1.3 Position and promotion (continued)

BRE -HERER

2. #HE#E)

21 EEE)

2.1.3[E I BHET ()

In 2018, hiring through competition at the Quality Inspection Centre of Jinxi Limited
2018 - ETIM B E BT ORI

With increasingly strengthened performance appraisal and improved
selection through competition, the Group enhanced the human
resources management principle of selecting the superior and
eliminating the inferior as well as preparing for both promotion
and demotion, and established the incentive and assessment
mechanism which linked the performance of employees with their
remuneration. In the event of any vacancy of cadre post or engineer,
according to the policies of the “Administrative Measures for Cadres
below Middle Level (Provisional)” and the “Administrative Measures
for Professional and Technical Talents (Provisional)”, the Group had
leadership team of cadre administration and management team of
professional and technical talents to organise open competitions
respectively based on actual demands, offering an equal, fair and
open competition platform for qualified staff.

REBTEMARERETNE  TEH
BESEIN T E - RILEBBLIK - B LaET
WMANBRERERA BUYBTEER
FENE SR TS B B R - E
Bf ke iz sk A2 A 3R 22 BR A - N EIR
BAREBATHBERIVA(FIT)IIKE
ERMAT ERBIEFIT)EHE - D
Pl BHEE R TERE NEMFEERIM
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2. SOCIAL (continued)

2.1 Employment (continued)

2.1.4 Working hours and holidays

The Group strictly controlled the working hours in accordance with
the legal requirements. It guaranteed that all overtime work by the
employees was on a voluntary basis. The overtime remuneration
was paid in full according to the local applicable labour laws. The
rest days of the employees of the Group are the public holidays in
accordance with national laws and regulations and other holidays in
accordance with the local laws and regulations.

2.1.5 Equality and anti-discrimination

The Group provided equal, fair and reasonable employment
opportunities for employees. The recruitment, wages, benefits and
promotion depended on the work capabilities of the employees
concerned. It treated all the employees equally, regardless their
genders, ages, races, bloodlines, colours, nationalities, political
status, religious beliefs, marital status, number of children, disabilities
or not or any other factors not related to the work. If a discriminatory
behaviour was found, we would investigate the nature of the
problem, and would take disciplinary action to the person(s) with
such discriminatory behaviour.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Environmental, Social and Governance Report B - # 2R ERHE

2. #HE(#E)
21 EEE)
2.1.4 T 1ERERT R 1R AY

AEBRIEENBREBEETER
A REFB LA RB T HEE - 3L
BB EWER S EREM - K
SENBETREZFARBEZERMAE
MIRIRIRE - AN E A EE R E R
HAipfRE

2.1.5 FFHRILE

AEEREITRHEAT  RERAEN
TiEEe H#ER - ITE ®BALE
NRTE2EREINIEESN  HHA
BET-BREC - TwmEMh - Fik &
e AR BE - B BURESR - R
M BAMR - EBEARR - BERK
H(Ef[ 8 THEERNER - MR A
BERITR AEBRERBENEEH
L WHABBITREELRED



Environmental, Social and Governance Report &%

2. SOCIAL (continued)

2.1 Employment (continued)

2.1.6 Staff care

By organising a series of recreational and sports activities to boost
the cultural development and enrich the spare time life of employees,
the Group created harmonious atmosphere for the team to enhance
satisfaction and sense of belonging of our employees. Meanwhile,
the Group provides assistance and support to employees in

straitened circumstances and gives them necessary cares.

2. #HE#E)
21 BIE(#E)
21.6ETHE

AEBERT — RN EBARH AN HE

EEXCRENMEEETTHEE &
EMFEEANERRS - AtRREET
HmEBEENRBR - R AEESH
HETRHEPNT KTEIVE
YRR

ez}
e o

Granting relief fund to staff troubled
with critical serious iliness or extreme
poverty on 23 January

1 A23H AR E TR MEFRARER
MBhE

February
2H25 ARENBERES

“Jinxi Impression-Charming Iron City” Distribution of summer cooling
supplies to employees working in hot

environment

photography, calligraphy, painting and
sculpture activities

[ENgoRPaiE i MY EEMLEE FRERREEBSTENNERE

]
AR

Spring Festival Cultural Evening—
Celebrating Lunar New Year on 25

UEIES

Physical examination for female
employees on Women'’s Day (8 March)

B =N\ R TiRHRR

73

Speech competition of “Boosting
Development via Quality Enhancement
and Efficiency Improvement” on 28
September

9 F 28 A [REIBMEHRE] HHE
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2. SOCIAL (continued)

2.1 Employment (continued)

2.1.7 Staff Situation

The ratios of employees of the Group in 2018 by contract type,
gender and job nature are showed as below:

Contract type Gender
EREER 5

5%

15%

B Fulltime B Male
£ Elis
. Temporary employee . Female
MR E B Z%

2.2 Health and safety

Upholding the safe production principles featured by “people
oriented, safe development and safety first, prevention as priority
and comprehensive governance”, the Group strictly followed
laws and regulations such as the “Labour Law of the People’s
Republic of China”, the “Law of the People’s Republic of China
on Safe Production”, the “Law of the People’s Republic of China
on Prevention and Control of Occupational Diseases” and the
“Interim Regulations on Investigation and Control of Hidden Peril
of Production Accident”, providing a safe and healthy working
environment for employees.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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2. SOCIAL (continued)

2.2 Health and safety (continued)

2.2.1 Safe production

The Group has established a sound safety production system
including the “Responsibility System for Safe Production”, the
“General Rules for Assessment on Implementation of Safe
Production Responsibilities”, the “Management System for
Emergency Plan of Safety Incidents”, the “Management System
for Education and Training on Safe Production” and the “Fire
Prevention Management Policy”. Meanwhile, subsidiaries of the
Group proactively enhanced standardisation of safe production,
for instance, Jinxi Limited has obtained a series of certificates for
safe production standardisation, including metallurgical coal gas,
ironmaking, oxygen production, and sintering and pelletizing etc..

In 2018, the Group continuously carried out safety risk investigation,
regularly conducted safety training, irregularly implemented
spot checks, identified hazard sources by grade and checked
periodically, so as to realise pre-identification, pre-control and proper
management of vulnerabilities.

Topic: Safety drill and training

HE  RRERKREI

2. #HE#E)
22 EREZR(E)
221554 E

AEBRZY TRENTEZEERER
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BB ARRE - flE N EERE
F-RI R EERECESE -

M2018%F  AEEEERRLEREH
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L

In 2018, subsidiaries of the Group actively implemented various measures for safe production as well as occupational

health, which achieved good results:

R2018%F - AKENFAREEEE L2 EEMB SRR SIRE - WAUS T RIFHEK -

»  Emergency drills for gas firing and poisoning at material source of danger at Jinxi Special Steel

RO HENERFRREN  PERTER

In order to test the emergency rescue organisation’s capabilities
for quick response and handling as well as employees’ capabilities
for self and mutual rescue under emergency situation, Jinxi Special
Steel carried out “emergency rescue drill for gas firing and poisoning
accidents occurred at material source of danger” within the gas
chamber zone of the power plant on 27 June. More than 150 people

participated the drill.

B SRR AR R R ERE N AR IR RE H K B T B2k AE
RPN 6 A 27 BER I FERBRENHAE
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Environmental, Social and Governance Report B - # @8R EAHE

2. SOCIAL (continued) 2. #HEg(E)
2.2 Health and safety (continued) 22 BEEZR(E)
2.2.1 Safe production (continued) 22155 4E(E)

Topic: Safety drill and training

HE | R2EMKRE

> Flood control drill of Jinxi Special Steel
PR A BRI AR

In order to enhance entire employees’ emergency handling capabilities
against accidents during the flood season and make them familiar with
the use of flood control equipment, so as to improve their flexibility of
handling emergencies, Jinxi Special Steel carried out simulated flood
control accident rescue drill on 16 June. Jointly, the flood control
personnel of rolling mill and the members of the contingency plan teams
participated the drill.

RIEEEBETANSEHESRIER N  ABREZEEIASMER - 18
= ETRERESHNEEE N  EZARFHEN6 A 16 BRERERR
EWRIRER - BLIMYIAA B RERTARE/NEK B HRIZ2E IR

»  Training for firefighting at Jinxi Limited

P S E R AR S
The General Department and the guard team of Jinxi Limited
conducted training and education for use of fire extinguisher and
popularised fire safety knowledge on 7 October.
M10 A7 8 - ZFEIMEILRE FPT RPIETRFR T A S ARSI
HE - BB -
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2. SOCIAL (continued)

2.2 Health and safety (continued)

2.2.2 Occupational health

The Group implemented a series of rules including the
“Responsibility System for Prevention and Control of Occupational
Hazards”, the “Warning and Notification System for Occupational
Hazards”, the “Management System for Routine Monitoring and
Evaluation of Occupational Hazards”, the “Occupational Hygiene
Management System” and the “Code of Practice for Dust, Noise,
Gas, High Temperature, Assay and Radiation”, and passed the
occupational health and safety management system certification.
In addition, the Group actively carried out prevention, control and
elimination of occupational hazards, to protect employees’ safety
and health.

® Occupational hazard detection

BB E MR

BRE -HERER

2. #HE#E)

D228 %2 FE

REEBRKBERBEM AT TH
E) (BEREELREEMHZE) - B
EREEATEALTIEEENE) (B
EHETERE) (HE - BRE KR -
=R B - T ERIERR)SE — R
HIERE  BRTHBERRLEEERS
RERFE - WHN XEBEEFETED -
ZHIAVERBEREENIIE RES
THEREZZ -

To organise occupational hazard detection regularly, so as to identify and control occupational hazard factors in workplace.

BB BT - ARBIFES TIESBEREEEER -

® Occupational health monitoring
L9535
To establish occupational health archive for every staff;

REEE TETREEREESR;

To organise occupational health examination annually for posts exposed to dust, noise and high temperature.

FEAMIZE  RE  SREBREAERER -
® Training and promotion
BIRESR

To develop safety training system and plan; to establish safety training and appraisal mechanism;

HIEZ 2ENGERGE R R2EIIAS ]

To publicize laws and regulations, operation rules and knowledge about occupational disease prevention and control, via pre-shift meeting,

bulletin board and training, etc.

FAMERTE  RRR  BIREERASEERER  RIERIE  BERIARE

® Personnel protection equipment (“PPE”)
SRAR(ERAR]D

To implement the “Regulations on Enhancing Management of PPE” and provide earplugs;

KRR INESRAMERNBREARTE)  REHRSEE
To guide staff to properly wear and use occupational health protection product.
EEETAEMEMNERBEAENERD
® Hazard Warning
BEER
To standardise warning and notification of occupational hazard;
R EREE L REE ST
To identify warning signs regularly.

TR E R
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2. SOCIAL (continued)

2.3 Development and training

With focus on personal and professional development of staff, the
Group developed management systems such as the “Administrative
Measures for Staff Training” to carry out staff training. All subsidiaries
have established three-level training management system
composed of training management committee, training organisation
committee and training work group, set up training centre and
established full-time and part-time teaching team dominated by
engineers, technicians and senior technicians, so as to practically
improve overall quality of staff members.

The Group developed annual staff training plan at the beginning
of each year, and all subsidiaries conducted training activities
according to such plan. The Group adopted a variety of training
modes. It provided training on management knowledge for cadres
at all levels via systematic training, expert lecture and web-based
instruction. Training on technical expertise was conducted in a way
that combined theory with practice. In addition, the Group created
training and development opportunities for staff through various
training forms such as centralised training, on-the-job training,
on-site teaching, case-studies, daily question, anti-accident drill,

» o«

“master-prentice mentoring”, “one helps one” and training via

WeChat platform etc..

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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2. SOCIAL (continued) 2, #HE8(E)
2.3 Development and training (continued) 2.3 EEEEEEY|(E)
Staff vocational skills competition
ETHEREATE

The seventh staff vocational skills competition took place from March to September. After 4 months of theory
learning, practical drills and internal preliminary selection, 496 employees involving 10 professionals reached at the
stage of finals. Finally, 10 best technicians and 100 skillful technicians won the competition. After the competition

of skills, 4 best technicians out of 10 were selected to take challenges in the “Shougang Cup”, the Ninth National
Vocational Skills Competition of Steel Industry, after which, two of them were awarded the “Technical Experts in the
National Vocational Skills Competition of Steel Industry”.

BAZE9R FLEEIREREARBEEMATT KB4 EAERSE  BEEBERKRNAIEEER - 8210
BTN 496 % 8 THEARE » KEEL 10 RRIMATT - 100 BEAMIEETF - REEABERR - BFIZ 10
ERMATHERE 422N [ EHER | FNEZEMETERERERE  ATPMEETRE [2HilE
TTERBE R AR ER M ae T | B55 -

O =an

LA 218 :M'i'-‘-ig,'ﬂ»'-r~.'-,-u-a:-_sra L i TH SR gV L % i T
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2. SOCIAL (continued) 2. #HEg(E)
2.3 Development and training (continued) 2.3 EEEEE(E

Topic: The “Sailing” - fresh college students training program

HE (BN -EREABERESR

Based on the five factors of talent training system, the Group designed the talent plan “Sailing” to attract and train
excellent college students as the core force of company management in the future, so as to improve our talents’
competitiveness.

RIEBAATHEFN  AEBEZASBEERBRANAATE - Rt [HN] ATEHE - B3
H o ARKRERERNTRENE -

WIFERBFKE

The first group of “Sailing” college students moved into the sintering plant in 2018.

20184 - NGB EH KRBT IF AR

e Assessment & Promotion TERAE
0 Demand Determination

o Establish specific assessment system o KB EIENT L

and instant feedback mechanism at BV TEHERS R e Determine the headcount, background and
each stage of career development. ErERBIBRL - e quality of college students to be introduced
I ] o according to requirements of business.
e Ensure employees’ remuneration, o WREEMNEB &
welfare and speed of promotion are M REFREERT £ " Assessment & Demand BEER
connected with work performance and  RIF R iEaekE - -4 Promotion '\ Determination
potential. ) o RIBEBBREESIARBE
-------------------------------------------------------------------------- - AR FAE BEESR AR HEREE-
o Talent Development TRERE o
e Formulate development plan and o IREARBAMTER o= \ AT N T
training system based on demands RSB R AT The talent plan of )
and characteristics of college B RIBFIRAE - “Sailing” o v e E:nmel.;ir;zratlon &
students. N
o REERIE g Talent MBI AA=HE e . Exceling fom ofh
¢ Provide special training, tutorial EEIESEEEE .  Development xoeting rom E .erd
system and senior leader exchanges EREAS ' Remuneration enterprises in the industry
to help “Sailing” members enhancing LUEB) T8 =t TR & Benefits by establishing competitive
their leadership abilities. B2 MmEIRFAEE remuneration and working

HEMEER hours.

T o
8
* Provide supporting houses,

Recruitment & other welfare and incentive

© Recruitment & Employment AR R B2 Employment policies.
e Preparation work, campus promotion e T {E - REHEE BB REA i EF
events, corporate propaganda and EE - RETEE
interview at campus recruitment. RREREEA - & o WITERHEMSERHE
Professional processes contribute to ¥RRFABNEYE RS A FRSE R EE
establishment of good reputation of FHRTEE - kIR -
employer.
o ABATEYIFSER o REREAFE - HibiEH
e Corporate culture is instilled in EEE - LUIRFHE RS R o
pre-employment training to raise EHRHE - e eeeeeeemoeeeeeeeemnana e eeeaannnnaaeeaannnnaaaaeaans

employee loyalty.
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2. SOCIAL (continued) 2, #HE8(E)
2.3 Development and training (continued) 2.3 FREFII(E)

Topic: Senior management training - “Implementation of ‘four points’ to ensure the excellence

management of ‘three capabilities’”

HE (R NOERR=-ERRER | 5EEI

In the afternoon of 15 November, the Group carried out the senior management training of “Implementation of

‘four points’ to ensure the excellence management of ‘three capabilities’. There were more than 40 cadres at
senior and middle levels participated at the training. 1 McKinsey expert and 3 internal management consultants
of the Group conducted the training. There was group discussion and sharing sessions to promote the thorough
implementation of the “four points” (extreme thinking, data analysis, display board pushing forward and continuous
improvement) to ensure all the employees are capable of speaking, writing and application (“three capabilities”), so

as to drive enhancement of production and operation work and further uplifted the management standards of senior

management.
EA11H15EIT—T— $¢l%ﬂﬁf?§i@m’juﬁﬁ€ﬁ_ﬁﬁa B |2EE - ahEBEE40Z A2 - It
/AquJIILM{j ER  SUAEEABERARMAIMESH S RNETER - TREEIRED FR

* e )\Téﬂﬂﬁﬁﬁu,ﬁﬁ BUBAMT - BIRMEE - FHENE [DOFE] BRE2ESH  eRREER
ﬁﬁb?&zﬁi&%ﬂ%&%lﬂii‘ﬁhﬂ E-TRESEEEKYF

2.4 Labour standards 2.4 S TXR

The Group abided by the laws and regulations such as “Labour Law REBRB(PEARKMELEE) -
of the People’s Republic of China” and the “Labour Contract Law of (hEAREFMBEEEHE RE)E AEE
the People’s Republic of China”, which prohibited the recruitment B MBREBAETRAEFS T - 27
of child labour and forced labour. The “Administrative Regulations ECEARNABEHATHENEERTE
on Standardising Labour Employment System (Revised)” of Jinxi (EETIVEE - MM B TNEFm18
Limited stipulated that, newly recruited employees must be at least B ERITEEH T VAT MmISE ' M
18 years old, seasonal workers for common jobs must be at least 18 Bt TRREFE T A F M 22 5% ©

years old, and seasonal workers for technical jobs must be at least

22 years old.

In 2018, the Group employed no child labour or forced labour. 2018F N » ANEB N FEEAE T MR
I TAIRR -
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2. SOCIAL (continued)
2.5 Supply chain management

The Group cooperated with suppliers who strived for higher
and higher quality, endeavoured environmental protection and
stuck to business ethics, and also delivered the Group’s ideas
in environmental and social responsibilities to the suppliers.
In compliance with laws and regulations such as the “Bidding
and Tendering Law of the People’s Republic of China” and the
“Regulations on the Implementation of the Bidding Law of the
People’s Republic of China”, the Group set up workflow documents
such as “Regulations on Standardising Procurement Processes”,
to strictly control internal procurement processes, enhancing its
management abilities and improving its level of integrity continuously.

Supplier
Management
Policy

{étBEﬁ‘“‘EBlﬁ

BRERREAKEE -

Administrative
Measures for
Procedures of
Online Tender
WBERERF

Supplier NEEEE

Management
System
ﬁﬁﬁﬁ“‘“ﬁ?

equality, integrity and honesty.

Administrative
Measures for
Registration System
of Suppliers
on Blacklist
HEMESEER
RN ER

Integrity Agreement

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR

Request suppliers to provide certificates of quality, environmental and safety systems upon reviewing
admission conditions, conducting regular assessment and preparing electronic file records of suppliers.

RESHERENEAR - HEERETERTEREGEHERNE FHERE  EREEHREAEE
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2- *i =] (/r'E
2.5 fHrEmEER

AEBTEEBELINE  BORERRK

EmRXERntEmalr  LRAHER
Fﬁ BEARBERERESEETEAIE
o AEEETEREERIEER) - (A
FIRIBEERIGDDZTERER  GIET
(BARERERE TIERIZRENRTE)
FREX FETRT R R
PRI HE TR M= KT o

Standardise online procurement and bidding activities in line with the principles of publicity, fairness,

BREM - AF - ¥% - 5fF - BENRA - AW LRBREBRIBHTRE -

Promote the establishment of supplier credit rating system and punish defaulting or dishonest suppliers.

EBRIREEEEETIRAR  UREBORTHE A FRER -

Sign contracts and integrity agreements with suppliers, which prohibit dishonest behavior of the suppliers
in their transactions with the Group.

REEFHETARRBEGE ARHERILHEFERASENR S FEHTHETS




2. SOCIAL (continued)

2.6 Product responsibility

Aiming to build the world’s largest section steel production
base as well as an international first-class enterprise, the Group
made constant efforts in industrial structure transformation &
upgrades and product mix adjustment
while continuously committing to
technology innovation and high-
quality development, so as to meet the
requirements of market and customers.
Jinxi Limited was rated as the “AAAA
Enterprises with Good Standardising
Practice in Hebei Province” while
the Quality Inspection Centre of
Jinxi Limited was certificated with
the “National Laboratories”, and the
Science & Technology Centre of Jinxi
Limited was rated as a “Technology Centre at Provincial Level”. In
2018, Jinxi Limited was honoured as “Excellent Enterprise of Quality
Management in Metallurgical Industry in Hebei Province” and was
rewarded with the “Nomination Award for Hebei Government Quality
Award”.

2.6.1 Product quality

With years of efforts in implementation of high-quality development
strategy and promotion of application of advanced measures for
quality management, the Group managed to enhance employees’
quality awareness, push technology breakthrough and on-site
management, improving product quality and capability of value
creation. The Group’s H-section steel products were rated as the “
National No. 1 Brand of H-section Steel”, the “No. 1 China H-section
Steel Customer Satisfaction Brand” and the ‘No. 1 Brand with the
Strongest Market Competitiveness in China”, as well as honoured
as “Nationwide Customer Satisfaction Product” for 8 consecutive
years.

2. #HE#E)
26. EmEMET

ANER B LA T 3t R K AU 8 AE B B i N
B —mrEEEABE  THHEE
XEEBEAALNEREERAR B8
BRRHRAIET S
HEER  REM
BMEPHEK < F
RS AT A (A
B EECRIFIT
BAAAIR D |
2 T A A B R
FLBEBERE
Bz Re] 2R
) 88 O R AR
A& REMF
] e FA20184F -
PRSI R TR TS 2T
EEEFLE] B HET DItE R
HEERRHE] -
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AEBZFREFERSEERRER
MiEERATEEEEENE RS E
THWEERH HEIRMREMRSE
BRI mEEEKFMEIMEES - K
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2. SOCIAL (continued)

2.6 Product responsibility (continued)

2.6.7 Product quality (continued)

The Group firmly complied with relevant laws and regulations such
as the “Product Quality Law of the People’s Republic of China”
and the national and industrial standards. The Group’s subsidiaries
have set up quality management system meeting requirements of
ISO 9001:2008 and measurement management system meeting
requirements of ISO 10022:2008 respectively, which have obtained
third-party certification. With multiple international certifications
on its products including KS certification (South Korea) and
KAN certification (Indonesia), the Group’s product quality have
been widely recognised internationally. In 2018, with a series of
its advantages including excellent quality, brilliant anti-seismic
performance, high construction efficiency, environmentally friendly
nature and satisfaction of customers’ customised needs, H-section
steel products of the Group have been successfully applied on
Quanzhou Bay Bridge, the first high-speed railway bridge in China
stretching across the sea.

The Group prepared quality manual, developed relating quality
inspection system and control procedures such as the “Procedures
for Monitoring and Measurement Control of Products”, and
according to a series of internal control standards on raw materials,
semi-finished products and finished products, took multi measures
for all processes to verify quality characteristic parameters of
products for compliance with regulations, so as to ensure product
quality in the entire production process. The Group required its
employees to pay attention to the quality of work of the production
process, and encouraged them to identify and address problems to
realise continuous improvement of product quality. In accordance
with management policy such as the “Regulations on Implementing
Special Rewards for Continuous Quality Improvement of Steel
Products”, the Group awarded those cadres and employees who
have contributed to improvement of product quality or elimination of
potential quality hazards.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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2.

2.6 Product responsibility (continued)

SOCIAL (continued)

2.6.71 Product quality (continued)

Quality control for production processes in 2018

Environmental, Social and Governance Report

2.

BRE -HERER

HeE)

26 EmBEEHE)

26.1EmEE (&)

2018 ER T FE 214

l

l

l

Sintering process

BETLRF

To ensure sintering ore
approaching set value, and
keep stable moisture of
mixture;

TREE B AETERK 29 BT PR
EEIRFRES KD ®
IR

To enhance quality tracking
of fuel and flux, and intensify
particle size to ensure
stability of components and
production;

058 AR R B E 2 8
RER - R E®EL - &
RECD REERIRE

To evaluate on an irregular
basis, stability of dispensing
equipment, granulation effect
of granulator and operating
condition of ventilation
system, as well as air
leakage of sintering machine,
condition of single-roll
breaker and circular cooler;
TE B ERARBEHORE
TE M IR A )R BUR
HMERGHEITIRAENL R
BEHRR - %ﬁﬁ@ﬂ
RRERENIG
To stabilise parameters
before furnace with reference
to operation procedures.
SRBEBIERRF - BEES
BRI &L -

Ironmaking process

IR T

To strengthen blast furnace
operation and tapping, and
reduce fluctuation of furnace
condition;

hn o8 = E R VR AR
B RAIESURE

To focus on sintering
ore quality, coke feeding
management and changes of
pulverized coal composition,
to remove adverse factors
affecting the blast furnace;
BIkEEEE Sk
#+H:£E2Qk%tb@6tt%%{t%§'
VOB ESETHEE
To focus on on-site
inspection before of blast
furnace and usage of
equipment, correctness of
reports, water spraying of
furnace feed and quality of
molten iron.
EERESEEN RS R
REOER SERED
RN - AERTKRE
KEE

To strengthen the process
investigation.

Bt TEHEE -

Steelmaking and
steel rolling processes

RS 2 L8 T

To monitor and measure
the quality of raw fuel such
as sintering ore, pellet and
coke as well as blast furnace
molten iron through sampling
analysis;

FAEED N - R AA
BEAE RER KR
ZRME LS IEEHKNE
=

To check exterior dimensions
and surface quality of
billet, and conduct various
performance tests;

% & RSN R ST KR E
& #ETRAE R
To inspect the rolled finished
steel strip according to the
“Operation Procedures for
Inspection of Steel Strip”;
RS R BIRIERE)
BRI R A il

To control and monitor
the production process
of Factory 1 of H-section
steel according to the
“Administrative Measures for
Quality Control of H-section
Steel”.

H 2 8 — B AR 3RCH 2L 3 B
SEEHIEEIEHEER
TEHEITIEGIFNESA

ANNUAL REPORT 2018 =%

—\FFR

127 4



'b» 128

Environmental, Social and Governance Report B1E - # 2R ERHE

2. SOCIAL (continued) 2, #HE(E)
2.6 Product responsibility (continued) 26 EmEEE)
2.6.2 Formulation and revision of standards 2.6.21ZEHE

The Group highly valued the standardisation of work and regarded
standards as a key to improve enterprise’s core competitiveness,
sparing standards no effort to boost the research and development
of section steel and actively participate in the formulation and

AEBEREEREECIE  REER
RACEZOBEF INERE 2 hiEE
RIZER - BERE2EBRR(TE)R
5 IZAER SIME TE - BLE 20184 +

revision of national (industrial) and local EEP 2528 W L =
standards. As of 2018, the Goup have led EsIBIZEMGNER] + £
some of and participated in the formulation Accumulatively E 8 $FHGB/T11263-2010
and revision of 65 standards, mainly including participated in drafting 65 CEVEHE SR 12 TR
GB/T11263-2010 “Hot rolled H and Certain T national (industrial) and $) « GB/T20933-2014( Zh

Section Steel”, GB/T20933-2014 “Hot Rolled

provincial standards, in
some of which it took a

B, 8t 45 ) » GB/T34199-

Sheet Pile” and GB/T 34199-2017 “Hot- leading role 2017C BRACEH R A
rolled H-section Steel for Electrified Railway BB EAEL B T HE HRAZREHEH)E - £
Pillars”, etc.. Therefore, products of the Group RTE)REREE SENEREBHENR
were supported by corresponding technical 6578 MiZEMSTE B TE
standards, and achieved positive effects. FHIEER

Jinxi Limited made constant efforts in the innovation of metallurgical standardisation to effectively improve its core
competitiveness. The GB/T 34199-2017 “Hot-rolled H-section Steel for Electrified Railway Pillars”, which was
drafted with the participation of Jinxi Limited, was officially published in 2018 and enforced from 1 June 2018. It
indicated that Jinxi Limited’s power of discourse and impact in section steel were further enhanced, and it stepped
up to a new stage in standard management.

M TE R SR TIE - BRURACEROBET N - N20184F - ZAME2HLENGB/T
341 99-201 7 BER L HBE BB A AT A BB H AV ) IE U345 - 02018 F 6 A1 B E I - 1R E )2
MR MRS ESRNEENENE—FTRA - R BRI HEHRARE -
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2. SOCIAL (continued)
2.6 Product responsibility (continued)
2.6.3 Product innovation

Devoted to “building world-class section steel production base”,
the Group highly valued Research and Development technological
innovation. The Group continued to enhance Research and
Development team building and increased expenses to improve our
capabilities for innovation.

Along with University of Science and Technology
Beijing, Northeastern University, National Steel e
Standardisation Technology Committee, Jinxi
Limited has successively established “Section Steel
R&D Centre”, “Standard R&D Base for Section
Steel”, “Jinxi Academician Workstation” and “Green =
Steel Structure Industry Technology Institute” and _
other industry-university-research platforms. It %
has also executed multiple key scientific research
projects, such as key technology of hot rolled
sheet pile production process and ultra-fast

cooling technology for H-section steel obtained
20 practical patents, 2 appearance patents and 1
invention patent. In 2018, the Group was granted h

mEm—— i ke

LHNE

2. H#HE#E)

26 EmMEMEE)

2.6.83EBIFT
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authorisation in a number of patents, including “A
turning alignment device with bearing vertical roller
for medium and small H-section steel”, “A gap
bridge device for H-section steel finishing mill”, “A
device for stabilising the positioning of length shear
gauge”, “A device for sweeping oxidized iron sheets in the front,
back, up and down of a finishing mill”, “An auxiliary tool for hoisting
roller” and “An alarming system for the slipping of feeding belt of
blast furnace” etc.. Meanwhile, Jinxi Limited devoted itself in the
development of new products and the optimisation of product mix,
and formed 123 series and 356 specifications of major section-steel
products, which created advantages for competition in domestic
and international markets.

An alarming system for the slipping of
feeding belt of blast furnace

—RBRE LR EITERERS

ERMEER - 2185
BB A 118 %A
B o A20184F
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2. SOCIAL (continued)

2.6 Product responsibility (continued)

2.6.4 Customer relationship

The Group has established management policies such as the
“Administrative Measures for Monitoring Customer Satisfaction
of Sales Company”, the “Administrative Measures for Customer
Relationship of Sales Company” and the “Administrative Measures
for Handling Objections about Product Quality”, to regulate customer
relationship management, handling of disputes of product quality
and monitoring of customer satisfaction, so as to improve service
quality, and promote brand reputation and customer loyalty.

In strict compliance with the “Law of the People’s Republic of
China on the Protection of Consumer Rights and Interests”, the
Group highly emphasised on protection of consumers’ information
and privacy, guaranteering the private information of customers
confidential.

2.6.5 Advertising and trademark management

The Group strictly complied with the laws and regulations such
as “Advertising Law of the People’s Republic of China” and the
“Price Law of the People’s Republic of China” as well as the
regulations on prohibited use of extreme words and sensitive words,
and formulated the “Administrative Regulations on Advertising
Management System Design”. All the released advertisements were
complied with the requirements of the relevant laws and regulations
and internal system.

In accordance with the “Trademark Law of the People’s Republic
of China” and its detailed rules, the Group established standardised
trademark management system, to ensure proper use of trademark
and protect exclusive right of trademark.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIRGEBEZERERAR
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Environmental, Social and Governance Report

2. SOCIAL (continued)

2.7 Anti-corruption

While strictly following the laws and regulations such as “Company
Law of the People’s Republic of China”, the “Biding and Tendering
Law of the People’s Republic of China”, the “Law of the People’s
Republic of China against Unfair Competition” and the “Interim
Provisions on Banning Commercial Bribery”, the Group set up
a supervision committee and built a three-level supervision and
monitoring network. The Group improved the “Certain Regulation on
Honest and Clean Conduct of Senior Executives”, the “Suggestions
on Implementing Integrity Assessment of Middle-level Cadres
(Including Assistant)” and the “Regulations on Punishment of Cadres
and Employees Violating Rules and Disciplines” as well as supporting
supervision system covering one post with dual duties, inspection
tour, admonishment meeting and accountability and provided sound
and smooth reporting channels. The Group strengthened anti-
corruption and self-discipline education and training of cadres and
employees. In addition, through regular and ad hoc inspections,
business approval at all levels and publicity of anti-corruption, the
Group enhanced punishment of internal violations of rules and
disciplines, and created an upright and clean corporate development
environment.

In 2018, the Group issued the “Provisions on the Related Business
Engagement of the Middle-level Cadres, Important Department
Personnel and Their Relatives of the Group and Subsidiaries”.
This strict provisions not only enhanced the Group’s audit and
supervision, but also created an upright, clean and honest business
environment.
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2. SOCIAL (continued)

2.7 Anti-corruption (continued)

2. H#HEHE)

27 KRES(E)

Topic: The Supervisory Board makes inspection tour to Jinxi Special Steel

HE  EEEKRRAKHE

In order to promote and facilitate the standard management of
subsidiaries, the Supervisory Board formed a supervision team
to carry out inspection tour to Jinxi Special Steel in accordance
with the “Administrative Measures for Inspection Tour” from March
to June in 2018. The inspection mainly covered the business
activities including daily management, operation performance,
execution of authorisation of the Board, supply and marketing
and project implementation, the formulation and implementation
of policies of “one post with dual duties” and “economic
responsibilities”, integrity construction, selection and appointment
of cadres and formulation of policies for elimination and training.

2018F3HE6H @ BEFSHEAKRAKRRKENCR TIENERR 2RO METHR - T2AREHR
AREE K2R EZREENT HERERBRSERLRY  —HEEHUREEEESHHIE
MEE - FORER - BEPERER - BAREIRIER S ENER - ESL(RENB AR RBEIE -

2.8 Community investment

The Group has been actively engaged in social welfare and charity
by caring vulnerable groups, advocating a healthy lifestyle and
sponsoring recreational and sports activities, contributing to the
well-being of society. The Group formulated the “System for Public
Benefit Activities”, carried out social welfare activities in an orderly
manner, and managed the public benefit foundation set up by it.
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On 27 April 2018, the Group jointly initiated reading & education activities with the Education Office of Santunying
Town in Qianxi County.
201854 A27H - REEEBERB - LHEXNERHABIEEHREEY -
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The Board presents their annual report and the audited consolidated
financial statements of the Group for the year ended 31 December
2018.

INCORPORATION AND LISTING OF THE COMPANY

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

PRINCIPAL ACTIVITIES

For the year ended 31 December 2018, the Company’s principal
activities are investment holding and trading of steel products and
iron ore. The principal activities of the Group are manufacture and
sales of iron and steel products, trading of steel products and iron
ore and real estate business.

SEGMENT INFORMATION

Approximately 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 and real estate
business for the year ended 31 December 2018 and are set out in
Note 5 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The Group’s consolidated statement of profit or loss for the year
ended 31 December 2018 and its consolidated balance sheet as at
that date are set out in the financial statements on pages 166 to 169.
The balance sheet of the Company as at 31 December 2018 is set
out in Note 49 to the consolidated the financial statements.

At a Board meeting held on 28 March 2019, The Board proposed
a final dividend of HK$ 405.2 million (approximately RMB 344.7
million), representing HK$ 0.11 per ordinary share and a special
dividend of HK$ 262.5 million (approximately RMB 223.4 million),
representing HK$ 0.07 per ordinary share in respect of the year
ended 31 December 2018 to the shareholders of the Company
whose names appear on the register of members of the Company
at the close of business on Friday, 19 July 2019. The final dividend
and special dividend, payable on or around Tuesday, 6 August 2019
are subject to approval of the shareholders of the Company at the
forthcoming AGM to be held on Monday, 3 June 2019.
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DIVIDEND POLICY

The Company has approved and adopted a dividend policy (the
“Dividend Policy”), pursuant to which the Company may declare
and distribute dividends to the shareholders of the Company (the
“Shareholder(s)”) to allow Shareholders to share the Company’s
profits and for the Company to retain adequate reserves for future
growth.

The declaration, distribution and amount of dividend is subject to
the absolute discretion of the Board, after taking into account, inter
alia, the Group’s operations, business and future development plans,
liquidity position, earnings, capital requirement, financial results,
losses and distributable reserves, debt ratios, contractual restrictions
and other factors that the Board deem relevant. The distribution of
final dividend of a financial year will be subject to the approval of
the Shareholders, but the amount of dividend shall not exceed the
recommendation of the Board.

Subject to the aforesaid factors, the Board plan to maintain
distributing not less than 20% of the distributable profit of the
relevant financial year of the Group as dividend.

Declaration, recommendation or distribution of any dividend is
subject to all relevant applicable laws and regulation of Bermuda
and the memorandum and Articles of Association of the Company.
The Board will continually review the Dividend Policy and reserve
the right in its sole and absolute discretion to update, amend and/
or modify the Dividend Policy at any time. The Dividend Policy shall
in no way constitute a legally binding commitment by the Company
that dividends will be paid in any particular amount and/or in no way
obligate the Company to declare a dividend at any time or from time
to time.
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BUSINESS REVIEW

A review of the business of the Group during the year, an analysis
of the Group’s performance during the year using financial key
performance indicators, a discussion on the Group’s future business
development and description of possible risks and uncertainties
that the Group may be facing are provided in the Chairman’s
Statement and Management Discussion and Analysis on pages 8
to 12 and pages 13 to 63 of this annual report respectively. The
financial risk management objectives and policies of the Group
can be found in note 3 to the consolidated financial statements.
In addition, discussions on the Group’s environment, society and
governance, relationship with employees, customers and suppliers
and compliance with laws and regulations which have a significant
impact on the Group are contained on pages 156 to 157 of the
Directors’ Report of this annual report.

CLOSURE OF REGISTER OF MEMBERS

(@ For determining the entitlement to attend and vote at the
forthcoming AGM

The register of members of the Company will be closed from
Wednesday, 29 May 2019 to Monday, 3 June 2019 (both
days inclusive), during which period no transfer of shares
of the Company may be registered, for the purposes of
ascertaining shareholders’ entitlement to attend and vote at
the forthcoming AGM. In order to be eligible to attend and
vote at the forthcoming AGM, all share transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong,
Tricor Investor Services Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on Tuesday, 28 May 2019.
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CLOSURE OF REGISTER OF MEMBERS (continued)

(b)  For determining the entitiement to the final dividend and special
dividend

The register of members of the Company will be closed from
Wednesday, 17 July 2019 to Friday, 19 July 2019 (both days
inclusive), during which period no transfer of shares of the
Company may be registered, for the purposes of ascertaining
shareholders’ entitlement for the proposed final dividend
and special dividend. The record date for the proposed final
dividend and special dividend shall be Friday, 19 July 2019.
In order to qualify for the proposed final dividend and special
dividend, all share transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s
branch share registrar in Hong Kong, Tricor Investor Services
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong, for registration not later than 4:30 p.m. on
Tuesday, 16 July 2019.

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 364.

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 25 to the consolidated financial
statements.

RESERVES

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

are set out in Consolidated Statement of Changes in Equity and Note
26 to the consolidated financial statements.
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DISTRIBUTABLE RESERVES

At 31 December 2018, the Company’s retained earnings amounted
to RMB 224 million (2017: RMB 56 million) and the Company
has total distributable reserves amounted to RMB 220 million
(2017: RMB 462 million). The Company will utilise the subsidiaries’
retained earnings to distribute the proposed final dividend and
special dividend (subject to the approval of the shareholders at the
forthcoming AGM).

At 31 December 2018, the Group’s retained earnings amounted to
RMB 12,021 million (2017: RMB 8,983 million).

PRE-EMPTIVE RIGHTS

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

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.

None of the Directors nor any of their close associates (as defined
in the Listing Rules) nor any Shareholders (which, to the best
knowledge of the Directors, owns more than 5% of the number of
issued Shares) had any beneficial interest in the Group’s five largest
customers and/or five largest suppliers during the year.
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DIRECTORS

The Directors during the year ended 31 December 2018 and up to
the date of this report were as follows:

Executive Directors
Mr. Han Jingyuan
Mr. Zhu Jun

Mr. Shen Xiaoling
Mr. Zhu Hao

Mr. Han Li

Non-executive Director
Mr. Ondra Otradovec

Independent Non-executive Directors
Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing

In accordance to the Bye-laws 87 of the Company and the Code
Provision A.4.2 of the CG Code, Mr. Zhu Jun, Mr. Han Li and Mr.
Wang Tianyi will retire from office by rotation and, being eligible, will
offer themselves for re-election at the forthcoming AGM.

The Directors’ fee specified in each of the existing service
contracts of Mr. Zhu Jun, Mr. Han Li and Mr. Wang Tianyi is
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 level of the Directors with reference to the
range of prevailing directors’ fee for directors of listed companies in
Hong Kong. Other than Mr. Han Li is the son of Mr. Han Jingyuan,
the Chairman and Chief Executive Officer, and Mr. Zhu Jun is a
director and minority shareholder of Wellbeing Holdings Limited, the
controlling shareholder of the Company, Mr. Wang Tianyi does 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.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in this annual report, 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 a 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 64 to 69 in this annual report.

DIRECTORS’ SERVICE CONTRACTS

The Executive Directors have service contracts with the Company
for a fixed term of three years. The Non-executive Director has
service contract with the Company for a fixed term of two years. The
Independent Non-executive Directors have service contracts with
the Company for a fixed term of one year. All the service contracts
with the Executive Directors and the Non-executive Director may be
terminated by either party giving not less than three months’ notice
in writing.

Apart from the Director service contracts, Mr. Han Jingyuan, Mr.
Zhu Jun, Mr. Shen Xiaoling and Mr. Han Li also have other service
contracts with the Company and its subsidiaries. The emoluments
specified in other service contracts with them are determined by
the remuneration committee of the Company with reference to
their respective qualification and experience, responsibilities to be
undertaken, and the prevailing market level of remuneration of similar
position.

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.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Pursuant to Rule 8.10 of the Listing Rules, the interests of Directors
in businesses which might compete with the Group for the year
ended 31 December 2018 and as at 31 December 2018 were as
follows:
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
(continued)

Mr. Han Jingyuan, Chairman and Chief Executive Officer of the
Company, is a sole director and sole beneficial shareholder of King
Mark International Limited and Avatar Integrated Systems, Inc.
(both companies were incorporated during 2017), which engaged
in provision of physical design software tools for the semiconductor
chip design industry in United States, Japan and Taiwan. It is an
upstream business of the Group’s subsidiary, Dongfang Jingyuan
Electron Limited (“Dongfang Jingyuan”).

As the Board is independent of the boards of the abovementioned
entities and none of the above directors of the abovementioned
entities can control the Board, the Group is therefore capable of
carrying on its businesses independently of, and at arm’s length from
the businesses of these entities.

Save as disclosed above, none of the Directors is interested in any
business apart from the Group’s business, which competes or
is likely to compete, either directly or indirectly, with the Group’s
business.

PERMITTED INDEMNITY

Pursuant to the Company’s Bye-laws, subject to the Companies
Act 1981 of Bermuda, every Director shall be indemnified out of the
assets of the Company against all costs, charges, expenses, losses
and liabilities which he/she may sustain or incur in the execution
of his/her office or otherwise in relation thereto. The Company has
taken out insurance against the liability and costs associated with
defending any proceedings which may be brought against directors
of the Group.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 31 December 2018, 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 (“SFQ”)) which (i) were required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO); or (i) were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein;
or (i) were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in Appendix 10 of
the Listing Rules and adopted by the Company were as follows:
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Mr. Han Jingyuan (Note 1)
SR EE ()

Mr. Zhu Jun
KERE

Mr. Shen Xiaoling
R R AE

Mr. Zhu Hao
RERE
Mr. Han Li
BNRE

Mr. Ondra Otradovec
Ondra Otradovec 5c 4

Mr. Wong Man Chung, Francis

BXRRE

Mr. Wang Tianyi
FR&ERE

Mr. Wang Bing
FikEE

Interest in the Shares and underlying Shares of the Company:

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

Interests in Shares

R R
Corporate Personal
Interest Interest
NEER fBAER

1,253,188,849

25,300,000

10,200,000

10,200,000

5,400,000
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES (continued)

Interest in the Shares and underlying Shares of the Company:

(continued)

Note:

At 31 December 2018, 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 1,191,535,124 Shares, representing
approximately 32.01% of the issued share capital of the Company.
Mr. Han also beneficially owns 100% of the issued share capital of
Chingford Holdings Limited which beneficially owned 61,653,725
Shares, representing approximately 1.66% of the issued share
capital of the Company.

At 31 December 2018, Mr. Han Jingyuan beneficially owns
25,300,000 Shares, representing approximately 0.68% of the
issued share capital of the Company.

Save as disclosed above and in the section of “Equity-settled
Share Option Scheme” below, at 31 December 2018, none
of the Directors, chief executives and their associates of the
Company had any interest and short positions in the Shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of SFO)
as recorded in the register required to be kept under Section
352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.
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Y

KRR MARR IR D RS - ()

s

R20184F12A31H » 8 & & % &
F 25 5 Wellbeing Holdings Limited
([Wellbeing Holdings|) & % 77 i%
R63.15% ) # 2 0 I LA {5 58 5 =&
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#£48 Wellbeing Holdings 2 217 I4 A K]
16.09% 125 © Wellbeing Holdings Bzt
4 1,191,535,124 [ I 1% » #0542 7]
EBITIRANG2.01% - BEET
F 5 Chingford Holdings Limited £
EHEBITRE BREZES
61,653,725 [&[& 15 » AU AN A EE #17
JEANE 1.66% °

MN2018F 12 A31 B » BIEAEL TR
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EQUITY-SETTLED SHARE OPTION SCHEME

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

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

RARERMNN = EBERETEID R A
M2006F5 H17HRITHRFRAFKE £
FR AR R BEf HY B AR i 51 21 (12006 4F 18 iR
FESHEl]) - 7£2010F 12 A 20 B B1THI%
REFRIAE AR &R B E
(2010 F g #ESH &I ) R 1E20134F 5 A
15 ARITHR R AE B REIE
HBER HERT 21 ([2013 BB IR ERT & ) (5
A IBRESEDENAERIEER
THBRE BNETREREREER
2HE FEHRRABLEBENEEAN
BRINEBEE s RERAMEAZRHAE
l%%@ﬂﬁmﬁﬁJmmm& EIEAR
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

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

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

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

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

As at 31 December 2018, there was no share option outstanding
under the Share Options Schemes.

Pursuant to the 2006 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be
issued upon exercise of all options to be granted under the 2006
Share Option Scheme are 290,500,000 Shares, representing
approximately 7.80% of the issued share capital of the Company as
at 31 December 2018. Eligible participants of the 2006 Share Option
Scheme includes all Directors (whether Executive or Non-executive
and whether independent or not) and any employees (whether full-
time or part-time) of any company in the Group or any entity in
which any member of the Group holds an equity interest (whether
on an employment or contractual or honorary basis or otherwise and
whether paid or unpaid). Details of the share options outstanding
under 2006 Share Option Scheme were as follows:
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Mr. Han Jingyuan
BiEst

Mr. Zhu Jun
RERE

Mr. Shen Xiaoling
iy

Mr. Han Li
BhEE

Date of grant

RFH

2000/2/24

2000/2/24

2000/2/24

2009/12/29

Exercisable
period

AT

2009/2/24

to

ey
T

2019/2/23

2009/2/24

to

ey
==

2019/2/23

2009/2/24

to

ey
==t

2019/2/23

2010/3/29

to

S

201912128

Exercise
price

i
HK$
BT

2.84

Closing price
per Share
immediately
before the
date of grant

B
RFEAH
SRUHE

HK$

BT

124

2.7

No. of

options
outstanding
at

1 January 2018

R
018%
1A1H
REN
BREYE

2,900,000

2,600,000

2,600,000

1,600,000

Directors’ Report EER#%
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No. of
options
granted

during the
year ended
31 December
2018

REZ
018%
12B31 ALt
EEART
WEREHE

No. of

options
exercised/
cancelled/
lapsed during
the year ended
31 December
2018

REE
20185
12A31 AL
EERBAE/
HE/XAm
BREHR

2,900,000
(Note 1)
(#i1)

2,600,000)
(Note 1)
(fit1)

(2,800,000)
(Note 1)
(fi1)

(1,600,000}
(Note 1)
(#it1)

Approximate

shareholding

percentage of

No. of the underlying
options  Shares for
outstanding  the options
at inthe share

31 December capital of
2018  the Company

R
018 BRERE
128310 RHEELR
ATEN  RAHRE
BRESE  HAEMM
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Date of grant
Sl
Mr. Wong Man 2009/2/24
Chung, Francis
EY G
Employees 200912129
[E8
Total
it

Exercisable
period

T

200072124

to

ey
*

2019/2/23

20101329

to

S

201912128

Exercise
price

TEE
HKS$
BT

2.84

Closing price
per Share
immediately
before the
date of grant

25
RFHAH
SRUTE

HKS$

B

124

2.1

IR R B IRER &)

Approximate
No. of shareholding
No. of options percentage of
options  exercised/ No. of the underlying
No. of granted  cancelled/ options  Shares for
options during the lapsed during  outstanding  the options
outstanding  yearended the year ended at  inthe share
at 31December 31December 31 December capital of
1 January 2018 2018 2018 2018  the Company
REZ
B ez 018% R
018% 018% 12A31AL 018F  BREAE
1818 12A31AL EEREAR/  12A%E  ROEKLE
AOEH  EERET  EH/ AN AMIEH  BAHRE
BREHE NEWEHE  BREER  BREZE  HOREAM
200,000 - (200,000) - -
(Note 1)
(Bi1)
93,930,000 - (93,930,000 - -
(Note 1)
(#i1)
103,830,000 - (103,830,000) - -

Note 1: During the year ended 31 December 2018, 103,830,000 options

were exercised.
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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
approximately 3.94% of the issued share capital of the Company as
at 31 December 2018. Eligible participants of the 2010 Share Option
Scheme includes all Directors (whether Executive or Non-executive
and whether independent or not) and any employees (whether full-
time or part-time) of any company in the Group or any entity in
which any member of the Group holds an equity interest (whether
on an employment or contractual or honorary basis or otherwise and
whether paid or unpaid) and any person considered by the Directors
to have contributions to any company in the Group or any entity in
which any member of the Group holds an equity interest. Details of
the share options outstanding under 2010 Share Option Scheme
were as follows:

Directors’ Report EER#%

Closing
price No. of
per Share options
immediately  outstanding
Exercisable Exercise beforethe  at 1 January
Date of grant period price  date of grant 2018
R2018%
25 1A1A
RTAAMN RTEH
RFR  OARDME %8 SRUWE  BREHE
HKS HKS$
BT AR
Mr. Han Jingyuan 20110328 2011/04/27 3.08 3.08 9,800,000
BHELE fo
E
2021/03/27
20120330  2012/05/30 208 201 9,800,000
to
E
2020112119

DRGSR BRER &)

RIE2010F IR & - AN QR AT
BERRAE - DAFEARIZ 2010 FREAR AE AT 2135
TREAMEEREETER T 3T
HIR (7 48 88 5 146,486,250 BRI - 167K
NER2018F 12 A31 HME B TIRAL
8.94% ° 2010 F E R EETEIM G BEE L
HEAEANAZBEE(BRWITES
SN TEERERESEEL)  AEE
FAIR B AR AEEEMKE QA
ERAEENEMNEENTMIES (EH
HEGRE) (TwEERER - 64
KEFHMUHEREEXHFIRESTRA
HWAEBTMKE R A AL B IR
BRAABARARENENERELE
BBV A £ o 2010 G BE A ST 81T i
RITERBRAEFIBAT

No. of Approximate

options shareholding

No.of exercised/ percentage of
options  cancelled/ No. of * the underlying
granted lapsed during options  Shares for
during the theyear  outstanding  the options
year ended ended at inthe share
31December 31 December 31 December capital of

2018 2018 2018 the Company

L

E 0185
0185  12A%AL  R01BE  ERERS
12831AL FEREAE/  12A%A  REERDE
EEMET HE#/RNN ATES  RAHRE
MEREZR  BREEE  BREHR  H4EAM
- (9,800,000 - -

(Note 2)

(fi2)
- (9,800,000) - -

(Note 2)

(#it2)
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Mr. Zhu Jun
RERE

Mr. Shen Xiaoling
i

Mr. Han Li
BNRE

Date of grant

R¥H

201012724

2012/03/30

2010/12/24

2012/03/30

2010/12/24

2012/03/30

Exercisable
period

TR

201012/24

to

S

20201219

2012/03/30

to

ey
==t

20201219

2010/12/24

to

ES

202011219

2012/03/30
to
pay

£
202011219

2010/12/24

to

ey
==t

20201219

2012/03/30

to

pay
T

20201219

Exercise
price

B
HKS$
BT

3182

203

203

203

Closing
price

per Share
immediately
before the
date of grant

24
RYEEH
SRUTE

HKS$

BT

37

201

201

201

No. of
options
outstanding
at 1 January
2018

R2018E

1A18H

ATEN

RREHA

2,600,000

2,600,000

2,600,000

2,600,000

1,200,000

2,600,000
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No. of
options
granted

during the
year ended
31 December
2018

£
2185
12A31 AL
ERART
WERESE

No. of
options
exercised/
cancelled/
lapsed during
the year
ended

31 December
2018

REE
M8%
12B31H1E
EERBAE/
/KR
EREHE

(2,600,000)
(Note 2)
(fi2)

2,600,000)
(Note 2)
(fit2)

(2,600,000)
(Note 2)
(fi2)

(2,600,000)
(Note 2)
(fi2)

(1,200,000)
(Note 2)
(fit2)

(2,600,000)
(Note 2)

(#it2)

Approximate

shareholding

percentage of

No. of the underlying
options  Shares for
outstanding  the options
at inthe share

31 December capital of
2018 the Company

R018F  BRERE
12838  BREERLE
AER RAHBRE
BREZE  BHEMM



EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Date of grant

R¥H

Mr. Wong Man Chung, Francis ~ 2010/12/24
LGy

2012/03/30
Mr. Wang Tianyi 2012/03/30
IRERE
Employees 2010/12/24
[E&
Employees 2012/03/30
[E8
Total
4t

Exercisable
period

TR

201012724
to

S

202012119

2012/03/30
to

ey
==

202012119

2012/03/30
to

ES

20201219

201012724

to
=

£
202012119

2012/03/30

to
=

x
202012119

Exercise
price

T8
HKS$
BT

3182

203

203

203

Closing
price

per Share
immediately
before the
date of grant

2
EFAHMH
BRUHE

HK$

BT

37

201

201

201
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DRGSR BRER &)

No. of Approximate
options shareholding
No.of  exercised/ percentage of
options  cancelled/ No.of the underlying
No. of granted lapsed during options  Shares for
options during the theyear  outstanding  the options
outstanding  year ended ended at  inthe share
at1January 31 December 31 December 31 December capital of
2018 2018 2018 2018  the Company
REZ
S SE 0185
R2018% 18F  12A3BL  R01BE  BRERE
1A18  12A31BL EERBAR/  12A31B  RGEKLF
AOEH  EERRT  EH/ANM AMIEH  RABRE
BREHE WEREHE  BRERR  BREHA  BABEMM
2,300,000 - 2,300,000 - -
(Note 2)
(#i2)
2,300,000 - 2,300,000 - -
(Note 2)
(fi2)
2,000,000 - 2,000,000 - -
(Note 2)
(fit2)
14,800,000 - (14,800,000 - -
(Note 2)
(f##2)
33,330,000 - (33,330,000 - -
(Note 2)
(fi2)
88,530,000 - (88,530,000 - -

Note 2: During the year ended 31 December 2018, 88,530,000 options

were exercised.

#Eit2 - PNEZE2018F 12 A31HIEFER -
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EQUITY-SETTLED SHARE OPTION SCHEME (continued)

Pursuant to the 2013 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be issued
upon exercise of all options to be granted under the 2013 Share
Option Scheme are 146,571,250 Shares, representing 3.94% of
the issued share capital of the Company as at 31 December 2018.
Eligible participants of the 2013 Share Option Scheme includes
all Directors (whether Executive or Non-executive and whether
independent or not) and any employees (whether full-time or
part-time) of any company in the Group or any entity in which
any member of the Group holds an equity interest (whether on an
employment or contractual or honorary basis or otherwise and
whether paid or unpaid) and any person considered by the Directors
to have contributions to any company in the Group or any entity in
which any member of the Group holds an equity interest. As at 31
December 2018, no options were granted under the 2013 Share
Option Scheme.

The accounting policy for equity-settled share option is stated in the
Note 2 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 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 47 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.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2018, the interests or short positions of every
person, other than a Director or Chief Executive of the Company,
in the Shares and underlying Shares as recorded in the register
required to be kept by the Company under Section 336 of the SFO
are as follows:

Directors’ Report EER#%

FERR

MR2018F 12 A31H @ IBIEANFIRERE
% & HRE 1505 25 336 I FTIF BE MM R A it
Fredsk - BRAT(RAREEREET
B A BRRIN AR RIAR 9 M AE R I 15
BRERSOABUT ¢

Percentage of

the Company’s
Capacity and Number of issued share Long/Short
Name nature of interest shares held capital Position
HERRE
£ BORERNE FERO8A BITRAESL 3873}
ArcelorMittal (Note 1) (f85E1) Beneficial interest and 1,377,491,891 37.00% Long (4F)
interest of controlled
corporation
Bagn &k
REFERER
ArcelorMittal Holdings AG Beneficial interest 867,711,151 23.31% Long (4F)
(“AM Holdings AG”) ey
(TAM Holdings AG))
Wellbeing Holdings Beneficial interest 1,191,635,124 32.01% Long (4F)

(= AT WA
BanfEn

Note:

(1) At 31 December 2018, Mr. Lakshmi Niwas Mittal and Mrs.
Usha Mittal beneficially own 37.38% of the issued share capital
of ArcelorMittal which beneficially owns 509,780,740 Shares,
representing approximately 13.69% of the Company’s issued
share capital. As ArcelorMittal indirectly holds the entire equity
interest in AM Holdings AG, ArcelorMittal is deemed to be
interested in 867,711,151 Shares held by AM Holdings AG
under Part XV of the SFO, and therefore owns in aggregate
1,377,491,891 Shares, representing approximately 37.00% of the
issued share capital of the Company.

Saved as disclosed above and in Directors’ Interests and Short
Positions in Securities sections, at 31 December 2018, no person,
other than a Director or Chief Executive of the Company, had
interests or short positions 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.

s

(1) 2018412 A31 8 * Lakshmi Niwas
Mittal 4 #MUsha Mittal K K B 25 %A
ArcelorMittal (B #4578 509,780,740 A&
5 REHA513.69% AR EEEITH]
) B 31 TN 37.38% © (] ArcelorMittal
R % B AM Holdings AG 2 SR A 42
@ BRBEESFRAE GO EXVE -
ArcelorMittal #7145, A& 7E AM Holdings AG 5
BH 867,711,151 kR #EE - k&
MBI 1,377,491,891 iR + 4915
ATE BT TARANA) 37.00% HE s ©

BRENREERESFNED AR —&
FriggEsh » R2018F 12 A31H » REAR
NERRES M EEEAISE 336 IKFTFE
Mg M - EAL(RRARE SR E
BITERA BBRIN R A B 5 R AR R
DHRBERIOAE °
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RELATED PARTY TRANSACTIONS

Details of the related party transactions were set out in Note 47 to
the consolidated financial statements. Details of the related party
transactions which constitute continuing connected transaction not
exempted under Chapter 14A of the Listing Rules are disclosed in
the section “Connected Transactions and Continuing Connected
Transactions”.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the year, the Company had conducted a review of the related
party transactions of the Group and is satisfied that all those related
party transaction constituting non-exempt connected transactions
and continuing connected transactions have been properly reported
and complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules. 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 and disclosed in
the Note 47 to the consolidated financial statements of the Company
where applicable.

Continuing connected transactions

On 29 January 2016, Hebei Iron and Steel Group Company Limited
(“Jdinxi Limited”) entered into a renewal framework agreement
with Qianxi County Longba Charging Company Limited (“Longba
Charging”), an associate of a substantial shareholder of a former
subsidiary of the Company, Pingquan County Jinyin Charging
Company Limited (“Pingquan County Jinyin”), for the purchase
of lime products from Longba Charging by Jinxi Limited and/or its
subsidiaries for further three years ending 31 December 2018. The
annual cap for this transaction for the year ended 31 December 2018
was RMB 130 million. The total amount of the aforesaid transaction
for the year ended 31 December 2018 was RMB 100.5 million
(excluding VAT). Following the expiry of the renewal framework
agreement on 31 December 2018, the renewal framework
agreement was not required to comply with the requirements
under Chapter 14A of the Listing Rules as Pingquan County Jinyin
has ceased to be an indirect non-wholly owned subsidiary of the
Company and Longba Charging was no longer a connected person
of the Company.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Continuing connected transactions (continued)

On 29 January 2016, Jinxi Limited entered into a renewal framework
agreement with Pingquan County Jinyin, a company established
in the PRC and an indirect non-wholly owned subsidiary of the
Company, an associate of a substantial shareholder of a subsidiary
of the Company, for the purchase of lime products from Pingquan
County Jinyin by Jinxi Limited and/or its subsidiaries for the further
three years ending 31 December 2018. The annual cap for this
transaction for the year ended 31 December 2018 was RMB
7.5 million. The total amount of the aforesaid transaction for the
year ended 31 December 2018 was nil. Following the expiry of
the renewal framework agreement on 31 December 2018, the
renewal framework agreement was not required to comply with the
requirements under Chapter 14A of the Listing Rules as Pingquan
County Jinyin has ceased to be an indirect non-wholly owned
subsidiary of the Company and was no longer a connected person
of the Group.

On 6 January 2017, the Company entered into a renewal framework
agreement with Oriental Sheet Piling Sdn. Bhd. (“Oriental Sheet
Piling”), a subsidiary of ArcelorMittal, a substantial shareholder of
the Company, in which the Company and/or its subsidiaries would
sell steel products to Oriental Sheet Piling and/or its subsidiaries at
prevailing market prices, for a term of three years commencing from
1 January 2017 and expiring on 31 December 2019. The annual cap
for the continuing connected transactions contemplated under the
renewal framework agreement for each of the three years ending 31
December 2017, 2018 and 2019 will not exceed RMB 150 million,
RMB 150 million and RMB 150 million respectively. The total amount
of the aforesaid transaction for the year ended 31 December 2018
was RMB 42.7 million (excluding VAT) (Note 47(b)).
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Continuing connected transactions (continued)

On 6 January 2017, Jinxi Limited entered into a renewal framework
agreement with Qianxi Jin Zhao Lai Iron Ore Mine (“Jin Zhao Lai”)
for the purchase of iron powder and related products from Jin Zhao
Lai and/or its subsidiaries by Jinxi Limited and/or its subsidiaries for
a term of three years commencing from 1 January 2017 and expiring
on 31 December 2019. The annual cap for the continuing connected
transactions contemplated under the renewal framework agreement
for each of the three years ending 31 December 2017, 2018 and
2019 will not exceed RMB 30 million, RMB 30 million and RMB 30
million respectively. Jin Zhao Lai is currently wholly owned by Ms.
Liu Cuihong. Ms. Liu Cuihong is the wife of Mr. Zhang Yugui and Mr.
Zhang Yugui is a deemed connected person of the Company as he
is the brother of Mr. Zhang Yuhai who is connected person of the
Company by virtue of being a director of certain subsidiaries of the
Company. The total amount of the aforesaid transaction for the year
ended 31 December 2018 was nil.

On 30 September 2016, Jinxi Limited entered into a framework
agreement with Qianxi County Xinxuan Coal Company Limited
(“Xinxuan Coal”), a company established in the PRC with limited
liability and wholly owned by Mr. Zhang Xin who is the nephew of Mr.
Zhang Yuhai who is a connected person of the Company by virtue
of being a director of certain subsidiaries of the Company, for the
purchase of dolomite, iron powder, coke, lime and related products
from Xinxuan Coal and/or its subsidiaries by Jinxi Limited and/or
its subsidiaries for the three years commencing on 30 September
2016 and expiring on 31 December 2018. The annual cap for this
transaction for the year ended 31 December 2018 was RMB 108
million. The total amount of the aforesaid transaction incurred by
Jinxi Limited and its subsidiaries for the year ended 31 December
2018 was RMB 72.4 million. Following the expiry of the framework
agreement on 31 December 2018, the renewal framework
agreement was fully exempt from the requirements under Chapter
14A of the Listing Rules as all the applicable percentage ratios
thereof were less than 1% and the transaction was a connected
transaction only because it involved connected person(s) at the
subsidiary level.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Continuing connected transactions (continued)

On 6 January 2017, Jinxi Limited entered into a framework
agreement with Qianxi County Baojun Mining Company Limited
(“Baojun Mining”) for which Jinxi Limited and/or its subsidiaries
has agreed to purchase iron powder and related products from
Baojun Mining and/or its subsidiaries, for a term of three years
commencing on 1 January 2017 and expiring on 31 December
2019. Baojun Mining is currently 91% owned by Mr. Zhang Yugui.
Mr. Zhang Yugui is a deemed connected person of the Company as
he is the brother of Mr. Zhang Yuhai who is a connected person of
the Company by virtue of being a director of certain subsidiaries of
the Company. Therefore, Mr. Zhang Yugui and accordingly Baojun
Mining are connected persons of the Company. The annual cap
for this continuing connected transactions contemplated under
the framework agreement for each of the three years ending 31
December 2017, 2018 and 2019 will not exceed RMB 30 million,
RMB 30 million and RMB 30 million respectively. The total amount
of the aforesaid transaction incurred by Jinxi Limited and its
subsidiaries for the year ended 31 December 2018 was nil.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Continuing connected transactions (continued)

The aforesaid continuing connected transactions have been
reviewed by Independent Non-executive Directors of the Company.
The Independent Non-executive Directors confirmed that the
aforesaid continuing connected transactions were entered into (a) in
the ordinary and usual course of business of the Group; (b) on normal
commercial terms or better; and (c) according to the agreements
governing them on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued its letter pursuant to Rule
14A.56 of the Listing Rules confirming nothing has come to their
attention that causes them to believe that the continuing connected
transactions disclosed by the Group on pages 152 to 156 of this
annual report were not in compliance with the relevant requirements
as set out in Rule 14A.56 of the Listing Rules. A copy of the auditor’s
letter has been provided by the Company to the Stock Exchange.

ENVIRONMENT, SOCIETY AND GOVERNANCE

The Group has committed to perform its corporate responsibility
for environmental protection and strictly comply with the national
regulations by continuous investment in its production facilities
to reduce emissions and energy consumption during the steel
production process so as to minimise the impact of the production
process on the environment. The Group has also recognised the
local laws and regulations which are applicable to the Group’s
business to ensure the operation of the Group complies with all the
relevant local laws, regulations and standards.
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ENVIRONMENT, SOCIETY AND GOVERNANCE (continued)

In particular, all the operating production facilities are equipped with
environmental control facilities in order to reduce exhaust emission
and meet the relevant national standard. Production and domestic
wastewater of the Company will be recycled and subsequently used
in the closed water loop. In addition, measures for filtration and
reuse are adopted to reduce the production of waste mineral oil.
For the waste mineral oil which cannot be reused, we engage the
experts with relevant qualification and processing capacity to carry
out the harmless treatment of waste mineral oil for us as required by
the state environmental regulations. Smelting slag and solid waste
produced during other smelting process of iron making will be sold
to other cement factories or used as raw material in other production
process. After the above comprehensive treatment measures, the
impact on the environment shall be reduced.

The Environmental, Social and Governance report are set out on
pages 92 to 132 in this annual report.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group believes that the employees of the Group are valuable
assets. The Group offered competitive remuneration to attract and
retain the talented employees. Regular review on remuneration of
employees is made in order to retain outstanding employees and
attract human resources that are valuable to the Group.

Our relationships with major customers are contract-based. The
Group cherished the mutually beneficial relationships with our
customers. We will provide the best value to our clients to establish
and consolidate the Group’s reputation in the industry. Also, we
believe that maintaining long term relationship with the suppliers is
essential to the Group’s success. The Group will keep strengthening
the partnership with clients and suppliers, aiming to realise a triple-
win result.

COMPLIANCE WITH LAWS AND REGULATIONS

During the reporting period, the Group has implemented policies
and procedures which related to our industry designed to ensure
compliance with the most relevant laws and regulations, but there
can be no assurance that the Group’s employees or agents will
not violate such laws and regulations or the Group’s policies and
procedures.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
sufficient public float of at least 25% of the Company’s issued shares
as at the date of this report.

MANAGEMENT CONTRACTS

There was no contracts concerning the management or
administration of the whole or any substantial part of the business
of the Company which was entered into or existed during the year
under review.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities for the year
ended 31 December 2018.

AUDITOR
PricewaterhouseCoopers retired and a resolution for their

reappointment as auditor of the Company will be proposed at the
forthcoming AGM.

On behalf of the Board
China Oriental Group Company Limited

HAN Jingyuan
Chairman and Chief Executive Officer

Hong Kong, 28 March 2019

* For identification purposes only
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Independent Auditor’s Report & 37 # £ &fi % &

_
pwc

To the Shareholders of China Oriental Group Company Limited
(incorporated in Bermuda with limited liability)

OPINION
What we have audited
The consolidated financial statements of China Oriental Group

Company Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 166 to 363, which comprise:

° the consolidated balance sheet as at 31 December 2018;
° the consolidated statement of profit or loss for the year then

ended;

° the consolidated statement of comprehensive income for the
year then ended;

° the consolidated statement of changes in equity for the year
then ended;

° the consolidated statement of cash flows for the year then
ended; and

o the notes to the consolidated financial statements, which
include a summary of significant accounting policies.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
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Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (‘the Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Key audit matter identified in our audit is related to the impairment of
loans and other receivables.
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Key Audit Matter
BREETTEE

Impairment of loans and other receivables

FEREFREMER RN ZRE

Refer to Note 2.12 “Accounting policy — Financial assets”,
Note 4 (a) “Critical accounting estimates and judgements
— Impairment of loans and other receivables”, Note 20
“Prepayments, deposits and other receivables” and
Note 21 “Loan receivables” to the consolidated financial
Statements.

As at 31 December 2018, the Group had loans and other
receivables of approximately RMB 805 million and RMB
380 million. A provision of approximately RMB 45 million
and RMB 204 million was set aside by management
against these loans and other receivables, respectively.
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How our audit addressed the Key Audit Matter
BANETNAEEBRENSE

Our audit procedures on the impairment of loans and
other receivables included:

® We evaluated management’s accounting policy relating
to impairment of loans and other receivables, mainly
including default definition, significant increase in credit
risk, expected credit losses (“ECL”) risk parameter
estimation, lifetime of financial instruments, and forward
looking information. We assessed the implementation
of methodology in ECL recognition. For significant loans
and other receivables, we conducted, on a sample
basis, audit procedures include:

e checked the relevant contract terms, and
conducted background search to evaluate the
financial position of the borrowers or debtors;

e checked settlements of these receivables after the
reporting date;

e gathered information on collaterals, if any, and
assessed their values by comparing with the
available evidences, including market prices of the
collaterals;
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Key Audit Matter
BRETSEE

Management assessed the impairment of loans and
other receivables based on ECL methodology. The
impairment of individually significant loans and other
receivables were assessed on an individual basis based
on management’s estimates of discounted future cash
flows. Individual insignificant loans and other receivable
balances were grouped based on their credit risk
characteristics for evaluation. The collective impairment
provision was determined by management based on
historical loss experience, taking into considerations of
forward looking macroeconomic data, industry risk and
other circumstances.

We focused on this area due to the magnitude of
loans and other receivables and the significance of
management’s judgements applied in assessing the
impairment of such balances.
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How our audit addressed the Key Audit Matter
RANEST N EERETSE

gathered information on collaterals, if any, and
assessed their values by comparing with the
available evidences, including market prices of the
collaterals;

assessed the appropriateness of forward looking
macroeconomic data used by management; and

recalculated the management’s computation of
ECL.

For individual insignificant loans and other receivables:

We assessed the appropriateness of
management’s grouping of balances based on
risk characteristics, and tested the collective
provision estimation by considering the historical
bad debts amounts and pattern, available
reasonable and supportive forward-looking
information, taking into consideration of factors
such as borrowers or debtors’ credit and market
conditions.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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Independent Auditor’s Report &3 #Z% B Eh ik &

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, in accordance with Section 90 of
the Companies Act 1981 of Bermuda and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

° Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

CHINA ORIENTAL GROUP COMPANY LIMITED AEIR EEZERERA R
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Independent Auditor’s Report & 37 # £ &fi % &

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Mang Kwong Fung, Frederick.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 March 2019

o HEAHMBRRHOEBRII®RT
A EBNAR  BREEE Uk
EHMBRRETEI T ERIER
BRIBEER ZANEIR ©

s HNMESERNERBIEBKEBNHMG
SRERRRE BENEARSE -
NEHEHMBREERER - R
MasEasEEdmNTm - BB
T - ZA/KRMNTFA T L ARE

2HREE -

FREMERSN  RPEERAAEES
BT EROTEIEE - BRELHE - EX
BABAE - BRBAESEFTEN G
AR EE R (E R ARG o

BFERZEERREERER  FHH
BMENEAEBLENERERER
Z5K - W BB B AT RE A B H R R
RETERPIBIIENAREMEAL
FIH AREBERNBERT - HENH
FIEHE ©

ftREEHREERBIEESD - HAM
MEMLEEEN ARG HUBHRRD
EARARER  RAMBKERETS
B RMEZBERERHLELS
R BRIBERIER I AFRAREE
LT EBRHFRNERT » R
AEEHMAERMRETBEBEEREN
MBHEERBBEEN RN - A
RETEERSTBBZESR

HARBIZEAMHENETEE A
AeFTIE o

op

BORUKEBETMEHA
HE BATAD

&8 - 201943 A28 H

ANNUAL REPORT 2018 —Z— \FF3R

165 4



» 166

Consolidated Balance Sheet 6§ &EE& &R

(Allamounts in RMB thousands unless otherwise stated) As at 31 December 2018

(BABEAN  ESEINARBETTREN)

ASSETS

Non-current assets
Leasehold land and land use rights
Property, plant and equipment
Investment properties
Intangible assets
Investment in associates and a joint venture

Available-for-sale financial assets
Financial assets at fair value through
other comprehensive income
Financial assets at fair value through
profit or loss
Prepayments, deposits and other receivables
Loan receivables
Deferred income tax assets

Current assets

Properties under development and held for sale

Inventories
Trade receivables
Prepayments, deposits and other receivables
Amounts due from related parties
Prepaid current income tax
Loan receivables
Notes receivable — bank acceptance notes
Derivative financial instruments
Financial assets at fair value through
profit or loss
Restricted bank balances
Cash and cash equivalents
Structured bank deposits

Total assets
EQUITY

Equity attributable to owners of
the Company
Share capital
Share premium
Other reserves
Retained earnings

Non-controlling interests

Total equity

R2018412 A31H
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CHINA ORIENTAL GROUP COMPANY LIMITED AEIR EEZERERA R

© 0 N O®

17
20
21
32

14
18
19
20
47(c)

21
22

17
23
23
24

25
25
26

As at 31 December

MW12H31H
2018 2017
20185 2017 %
181,499 187,311
7,559,747 8,160,582
187,184 238,920
129,647 94,132
121,858 157,921
= 432,111
487,376 =
243,120 -
729,364 =
720,000 -
270,989 179,339
10,630,784 9,450,316
168,790 282,019
3,107,511 3,069,897
661,951 693,932
1,439,935 1,422,590
185,906 173,951
29,176 80,101
40,328 -
1,364,128 3,282,570
2,157 209
6,567,243 2,766,237
527,542 417,151
2,845,229 2,766,396
2,037,900 =
18,977,796 14,955,053
29,608,580 24,405,369
380,628 364,762
3,532,234 2,820,785
1,473,735 1,744,091
12,020,989 8,982,541
17,407,586 13,912,179
273,962 192,589
17,681,548 14,104,768




Consolidated Balance Sheet (continued) € H&EE&BEXR (&

(Allamounts in RMB thousands unless otherwise stated) As at 31 December 2018

(BRSBEREN  TESBEHNARBT LAEN) R2018F12A31H

As at 31 December

M12H31H
Note 2018 2017
BiizE 2018 20174
LIABILITIES =L
Non-current liabilities e =i
Borrowings =X 29 162,000 235,500
Deferred revenue EIEMA 31 120,136 111,664
Deferred income tax liabilities BEEHaRE 32 21,283 38,805
303,419 385,969
Current liabilities REEE
Trade payables ERE 2R 27 4,157,453 3,517,538
Accruals, advances and other current liabilties ~ TRIZEF « FBUEIA
REMREEE 28 2,087,437 3,301,480
Contract liabilities EHEE 1,629,944 =
Amounts due to related parties JRE 1< B 5 3R 47(c) 59,118 73,251
Current income tax liabilities SHFSHas 1,070,382 916,449
Derivative financial instruments AT A 15,778 9,036
Other long-term payables — current portion Hip R HERRR
—nEEn 30 - 206,540
Borrowings e 29 2,603,357 1,890,206
Dividends payable ERAR S 144 132
11,623,613 9,914,632
Total liabilities wme s 11,927,032 10,300,601
Total equity and liabilities EEREES 29,608,580 24,405,369

The notes on pages 174 to 363 are an integral part of these financial F 174 ZE 363 B i B2 S IEHRER N E
statements. BB o

The financial statements on pages 166 to 363 were approved by the %166 £ 363 BB R 2N 2019F 3 A
Board of Directors on 28 March 2019 and were signed on its behalf. BAREERHET I TESNRAESRE -

Han Jingyuan Han Li
BHE Bh

Chairman Director
FE FE
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Consolidated Statement of Profit or Loss §#ffE& &

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

Year ended 31 December
BZ12A831HLLEE

» 168

Note 2018 2017
k=3 2018 £ 2017 4
Revenue WA B 40,782,302 41,352,596
Cost of sales SHERA 35 (33,991,503)  (34,060,715)
Gross profit ER 6,790,799 7,291,881
Other income HAp g A 34 35,394 37,661
Distribution costs 7 SHRK AN 35 (85,817) (103,641)
Administrative expenses T ER 35 (735,705) (751,310
Reversal of/(provision for) impairment on < & & ZERIE
financial assets, net BEE(BtE) - 7 35 218,371 (135,231)
Other expenses Hib & 35 (23,148) (22,009)
Gains/(losses) from derivative PTTESRMT Az WS/ (FE)
financial instruments 40 29,872 (75,196)
Other gains — net E itz — F58 33 231,311 163,040
Operating profit Fed =gyl 6,461,077 6,405,195
Finance income BRI A 37 35,721 81,001
Finance costs B TSP AN 37 (161,315) (78,855)
Finance (costs)/income — net B (A, WA — 58 (125,594) 2,146
Impairment loss on investment in R—EEE AR 2’E
an associate VEREEEES (34,122) =
Share of results of associates iR E R R R —EEE
and a joint venture BEER (1,941) 389
Profit before income tax BR TS BRI T 6,299,420 6,407,730
Income tax expense Frisii & A 38 (1,438,899) (1,524,566)
Profit for the year FEEA 4,860,521 4,883,164
Profit attributable to: BAEER
Owners of the Company RAFIERFFRE 4,781,678 4,839,080
Non-controlling interests JEFE i MEAE 2 78,843 44,084
4,860,521 4,883,164
Earnings per share for profit AARERZEEE
attributable to owners of i At w I R ST €
the Company
(expressed in RMB per share) (B ARETT)
— Basic earnings per share —ERERK = 41 RMB 1.31 RMB 1.39
— Diluted earnings per share —BRmENE 41 RMB 1.31 RMB 1.37

The notes on pages 174 to 363 are an integral part of these financial

statements.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

F174 £ 363 A B2 S MR E
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Consolidated Statement of Comprehensive Income &8t 4z %

Profit for the year

Other comprehensive income:

Items that may be reclassified
subsequently to profit or loss

Fair value gains on financial assets
at fair value through other
comprehensive income

Fair value losses on available-for-sale
financial assets

Items reclassified to profit or loss

Transfer of fair value gains previously
credited to reserve to statement of
profit or loss upon disposal of
financial assets at fair value through
other comprehensive income

Transfer of fair value gains previously
credited to reserve to statement of
profit or loss upon disposal of
available-for-sale financial assets

Total comprehensive income
for the year

Attributable to:
Owners of the Company
Non-controlling interests

Note
FfaE

F R
HittAR & Wit
HEHXEDIEE
#H B
BAREBEFEREEEFHTA
Hib#r e et < S REEN
AT 6 16
AR ESREEN
ALY S 15

it

BB ERm kAR

REERAREBEFERE
T AEMERE W2
TR BEERK AT AR
NARBERGEEERER

RIERT R E R E ER
R ARER AR
BEASEBEERGRX

FEFEWEET

BER
ARrEsHHEE
SR lETr Fo

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BABEPN - MESEINARBETTREN)

BZE20185F 12 A31 HIESEE

Year ended 31 December

HZ12A31BLEE

2018 2017
2018 2017 £
4,860,521 4,883,164
5,735 =

= (7,317)

(2,635) =

= (1,259)

3,100 (8,576)
4,863,621 4,874,588
4,784,778 4,830,504
78,843 44,084
4,863,621 4,874,588

The notes on pages 174 to 363 are an integral part of these financial F174 2 363 BRI 3 A2 I SRR B
Jet::i]

statements.
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Consolidated Statement of Changes in Equity &6t & 8%

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

Balance at 1 January 2017

Comprehensive income
Profit for the year

Other comprehensive income

Fair value losses on available-for-sale
financial assefs

Transfer of fair value gains previously
credited to reserve to statement of
profit or loss upon disposal of
avalable-for-sale financial assets

Total comprehensive income

Transactions with owners

Profit appropriation to statutory reserves

Capital injection by non-controling
interests

Establishment of a subsioliary

Proceeds from shares issued

Exercise of employees share option
scheme - issuance of shares

Dividend paid

Total transactions with owners

Balance at 31 December 2017

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018
HE2018F 12 A BIEFE

Attributable to owners of the Company
BENARAERRAE

Non-
Share Share Other  Retained controling
Note capital premium TEServes eamings Total interests  Total equity
FEiRIM
it BE RhEE  HtEE k& At Ba  Eaed
R2017E1 1 BfEE 311853 2192131 1703308 5048806 9256008 108443 9,364,541
Gekg
EEaA - - - 4839080 4839080 44084 4883164
AiRaNE
ARLESHEENAL
[BEEE 15 - - 7.317) - 7.317) - (7.317)
NHETROESRARR
KA ARENAR
EENGEEEER
- - (1,259 - (1,259 - (1,259
GRbRAT - - (8576) 4839080 4830504 44084 4874588
HEGRRENRS
AT R (ELA
VEripaN s % - - 56208 (56299 - - -
JEERlt BRI A
- - - - - 59,000 59,000
FU-RHEAA - - - - - 9,000 9,000
ERIAETE % 51839 600,773 - - 652612 - 652612
fitEEREREE
~ ¥k 25826 1,070 27,881 (6,939) - 22,012 - 22,012
BLE - - - (840047) (A0 (7938  (876985)
RERREENRSAH 2000 628654 49359 (005345 (174429 40082 (134,361)
RO1TE12A31 AfES 34762 2820785 1744001 8982541 13912179 192589 14104768




Consolidated Statement of Changes in Equity (continued) 4tz # &% (&)

Balance at 1 January 2018

Comprehensive income
Profit for the year

Other comprehensive income

Fair value gains on financial assets
at fair value through other
comprehensive income

Transfer of fair value gains previously
credlted to reserve to statement of
profit or loss upon disposal of
financial assets at fair value through
other comprehensive income

Total comprehensive income

Transactions with owners
Profit appropriation to statutory reserves

Capital injection by non-controling
interests
Changes in ownership interests
in subsidiaries without change
of control
Acquisttion of a subsidiary
Employee share options scheme
- issuance of shares
- lapse of share options
Dividend paid

Total transactions with owners

Balance at 31 December 2018

The notes on pages 174 to 363 are an integral part of these financial

statements.

(Allamounts in RMB thousands unless otherwise stated)

(A A -

FIEERANARE T T REN)

Attributable to owners of the Company

For the year ended 31 December 2018

BZE20185F 12 A31 HIESEE

1 N
Non-
Share Share Other  Retained controlling Total
Note capital  premium  reserves  earnings Total  interests equity
370

fi ke ROEE  Higs  SHkE it i ERad
R2018%1 51 AMLS 364762 2820785 1,744,001 8982541 13012170 192589 14,104,768
GakE
EEaEA - - - 4781678 4,781,678 78843 4,860,521
B alE
ERABEEEAE
AT E NG
SRHAENLAEELE 16 - - 5,735 - 5,735 - 5,735
RHERAL BETEE
BT ARG
LEHEERBEAGA
VD B
Bk - - (2,635) - (2,635) - (2,635)
GRMEAT - - 3100 4781678 4,784,778 78,843 4,863,621
HEREEENRS
WEEREIELR
A % - - 46T (m6TH) - - =
RS TS

- - - - - 120000 120,000

ETgE Rl ERT
ERHBLAN
fEEER 100 - - (105319) - (105318 (18797)  (184,115)
YE-RINEAF 45 - - - - - 2,236 2,23
EEERETE
~Z{7Rb BB 1586  TI1449  (314981) - M3 - M3
—BRERN 2% - - (78 97828 - - -
BfRE - - - (1,596,387) (1,596,387)  (40909) (1,637,296)
REERRENRAEH 15866 71440 (273456) (1743200) (1209371) 2530  (1,286,841)
R018E12731 RS 380,628 3532234 1473735 12020989 17,407,586 273,962 17,681,548

i

—#45 °

174 2 363 AWM RZFH I RERNE

ANNUAL REPORT 2018 —Z— \FF3R

171 4



» 172

Consolidated Statement of Cash Flow &3t €%

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BABEAN  ESEINARBETTREN)

Cash flows from operating activities
Cash generated from operations
Interest received
Interest paid
Income tax paid

Net cash generated from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Investment in associates and a joint venture
Proceeds from sales of property,

plant and equipment
Interest income from loan receivables
Proceeds from disposal of
available-for-sale financial assets
Decrease in deposits of procurement of
derivative financial instruments
Net outflows of financial assets at fair value
through profit or loss
Loans granted to related parties
Loan receivables granted to third parties
Loan receivables repaid by third parties
Loans repaid by related parties
Purchases of financial assets at fair value
through other comprehensive income
Proceeds from disposal of financial assets
at fair value through other
comprehensive income
Net outflows of structured bank deposits
Disposal of a subsidiary, net of
cash received
Acquisition of a subsidiary, net of
cash acquired
Other investing cash flow — net

Net cash used in investing activities

BZE20185F 12 A31 BIEFE

REELEIHNRTRE
ELBRENES
EHHE
EfHE
ENMEHR

EXBEREHNRLFE

REREEBNFTRE

REWE - BFERRME
REERRAR-RaEtERE
HENE - BEIREN
FiSHR
REBKETONSHA
HERHHESHEE
ZFSEE
BETESRIARS

2

BARBEFAEAEZHTA
Bar/eREERDFE

IR BHEE 7 X 2 B

A% =T RENERER

F=HEENRRER

Q%% E%ZE%

SEL

ERIERTEFRMFHE
HE—FHBLR GRRE K
REeFR)

Wi —RME AR (fIkrATE
ReFR)
HiEERenE 58

ARRE RSN LR

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

B R

Year ended 31 December

BZ12A31BLEE
Note 2018 2017
BizE 2018 20174
43 9,599,918 5,380,785
29,552 25,662
(141,604) (115,078)
(1,387,606) (809,180)
8,100,260 4,491,189
(336,413) (518,054)
= (101,900)
43 349 194
= 45,157
= 46,987
35,763 6,181
(3,866,119) (2,326,761)
(41,778) (152,810)
(760,328) =
2,209 401,000
21,763 =
(115,226) =
51,001 =

(2,037,900)

44 (54,322) =
45 1,518 =
5,556 (44,467)
(7,093,837) (2,644,473




Consolidated Statement of Cash Flow (continued) £ &REX (&)

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

Year ended 31 December

BE12A1 ALEE
Note 2018 2017
(i 2018 20176
Cash flows from financing activities REBMETHNESRE
Proceeds from borrowings ERFERIB 6,188,990 4,580,802
Repayment of borrowings BERET (5,566,782) (3,819,055)
Dividends paid to shareholders ENBRRZBRE (1,637,296) (881,425)
Proceeds from issuance of ordinary shares T RTS8 - 652,612
Employee share option scheme - issuance B RBAIERTE - 21T D
of share 412,334 22,012
Capital injection by non-controlling interests JEInt ST E 120,000 58,000
Acquisition of non-controling interests M B AR A I
of subsidiaries ole (184,115) -
Cash paid for sales and leaseback EREEERSENRE
transaction (198,000) (950,000
Repayment of borrowings from ERAE T RENER
related parties (36,480) -
Repayment of other long-term payables BEEMRARMER (8,043) -
Increase in restricted bank balances {ERRERI TR AR
pledged as security for current ZIR BRI TAE AL AN
bank borrowings (47,730) -
Net cash used in financing activities BREEESNRLFE (957,122) (337,054)
Net increase in cash and ReRReFEYIEMER
cash equivalents 49,301 1,509,662
Effect of foreign exchange rate changes INESTE R B 5/ 28 29,532 (33,465)
Cash and cash equivalents, beginning of year FNRE KL EEY 23 2,766,396 1,290,199
Cash and cash equivalents, end of year FRRERERLZEY 23 2,845,229 2,766,396

3

E174 2363 AMMERZ EHBHRRNE

—&kn o

The notes on pages 174 to 363 are an integral part of these financial
statements.

i
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(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

GENERAL INFORMATION

China Oriental Group Company Limited (the “Company”)
was incorporated in Bermuda on 3 November 2003 as an
exempted company with limited liability under the Companies
Act 1981 of Bermuda as a result of a group reorganisation
(‘Reorganisation”).

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

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

The Company together with its subsidiaries are hereinafter
collectively referred to as the Group. The Group is principally
engaged in the manufacture and sale of iron and steel
products, trading of steel products and iron ore and real
estate business. The Group has manufacturing plants in Hebei
Province and Guangdong Province of the People’s Republic
of China (the “PRC”) and sells mainly to customers located in
the PRC. The Group also carries out property development
business which is mainly in the PRC.

These consolidated financial statements are presented in
thousands of units of RMB, unless otherwise stated. These
consolidated financial statements have been approved for
issue by the Board of Directors (the “Board”) on 28 March
2019.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

Notes to the Consolidated Financial Statements & Bt & R Kz

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The principal accounting policies applied in the preparation

of these consolidated financial statements are set out below.

These policies have been consistently applied to all the years

presented, unless otherwise stated.

2.1

Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRS”) issued
by Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the disclosure requirements of the
Hong Kong Company Ordinance Cap 622. The
consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of certain financial assets at fair value through
other comprehensive income, available-for-sale financial
assets, financial assets at fair value through profit or loss
and derivative financial instruments, which are carried at
fair value.

The preparation of consolidated financial statements in
conformity with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note
4.

2.
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TTEERHIE - % = E e H i
AEREERENER PR
HAMFMBRRFELEABR
MEEMER - AR E4hH

= o

ANNUAL REPORT 2018 —Z— \FF3R

175 4



» 176

Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

2.

BZE20185F 12 A31 BIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures

(a)

New and amended standards adopted
by the Group

The Group has applied the following
standards and amendments for the first
time for their annual reporting period
commencing 1 January 2018:

° HKFRS 9 Financial instruments

. HKFRS 15 Revenue from contracts
with customers

° Amendments to HKFRS 2
Classification and measurement of
share-based payment transactions

° Amendments to HKFRS Annual
improvements to HKFRS 2014-2016
cycle

° Amendments to HKAS 40 Transfers of
investment property

° HK(IFRIC) 22 Foreign currency
transactions and advance
consideration

The Group had to change its accounting
policies following the adoption of HKFRS
9 and HKFRS 15. The other amendments
listed above did not have any significant
impact on the amounts recognised in prior
periods and are not expected to significantly
affect the current or future periods.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESTHBERBEE)
POLICIES (continued)
2.1 Basis of preparation (continued) 21 REEEE)
2.1.1 Changes in accounting policy and QA1 B BERBENEt
disclosures (continued) (#&)
(b) New standards and interpretations not (b) <5 B R BX 4R BY 3
yet adopted by the Group ATERRRE
A number of new standards and M20184E1 A1 HiE
amendments to standards and interpretations 7 4R B B B TS i)
that are relevant to the Group but not yet RAE»R BEASE
effective for the financial year beginning at @ BERER
1 January 2018 and have not been early S EIRATEMN A
adopted by the Group are as follows: A Bl R 2= R AN 32 FE
EMERTAR T -
Effective for annual
periods beginning
on or after
RT5IRSER 2%
RN FERRER
Amendments to HKFRS 9 Prepayment features with negative compensation 1 January 2019
ERUMBRERAEOR(BF]) ABERHENRAERTIEE 201917318
HKFRS 16 Leases 1 January 2019
BRUMBREEAE 165 HE 20191418
HK (IFRIC) 23 Uncertainty over income tax treatments 1 January 2019
B8 (EREBRERREEE) MENRENTMETL 20191 A1 R
£ 235
HKFRS 17 Insurance contracts 1 January 2021
BANBRERNSE 175 RBRER) 202151 A1R
HKAS 19 “Employee benefits” on plan amendment, 1 January 2019
curtailment or settlement
BEGIERE19% [EEREMN] MEtEIE - HIRSEE 20191 A1 R
Amendments to HKFRS 10 Sale or contribution of assets between an investor To be determined
and HKAS 28 and its associate or joint venture
BERUBRERAE 105K REEEAHERASEERE L &E
B arrERE 285 (B3]) MEERIAEE
Amendments to HKFRS Annual improvements to HKFRS 2015-2017 cycle 1 January 2019
BANBREER(BT) BAMBREER 20155 2017 FEANFE L 2019%1A1H
Amendments to HKAS 28 Long-term interests in associates and joint ventures 1 January 2019
BAEERE 285 (B5]) REE DR REBEE  REER 201917318
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(b)

New standards and interpretations not
yet adopted by the Group (continued)

The Group has already commenced an
assessment of the impact of these new or
revised standards which are relevant to the
Group’s operation.

HKFRS 16 “Leases”

Nature of change

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised
on the lessee’s balance sheet, as the
distinction between operating and finance
leases is removed. Under the new standard,
an asset (the right to use the leased item)
and a financial liability to pay rentals are
recognised. The only exceptions are short-
term and low-value leases. The accounting
for lessors will not significantly change.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated)

FIEERANARE T T REN)

(A A -

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

(b)

New standards and interpretations not
yet adopted by the Group (continued)

HKFRS 16 “Leases” (continued)

Impact

The standard will affect primarily the
accounting for the Group’s operating leases.
As at 31 December 2018, the Group’s
future aggregate minimum lease payments
under non-cancellable operating leases is
approximately RMB 132 million, among
which less than one year is RMB 10 million,
more than one year and less than five years
is RMB 32 million and more than five years
is RMB 90 million. HKFRS 16 provides new
provisions for the accounting treatment of
leases and all non-current leases, including
future operating lease commitments, must
be recognised in the form of an asset (for
the right-of-use) and a financial liability (for
the payment obligation). Short-term leases
of less than twelve months and leases
of low-value assets are exempt from the
reporting obligation. The new standard will
therefore result in an increase in assets and
financial liabilities in the consolidated balance
sheet. Operating expenses under otherwise
identical circumstances will decrease, and
depreciation, amortisation and interest
expense will increase. It is expected that
certain portion of these lease commitments
will be required to be recognised in the
consolidated balance sheet as right-of-use
assets and lease liabilities.

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

2. ERENBEBEE)

21 REEEE)

QA1 EHBERBENE b

(&)

(b)

7N 6% B R R A B9 R
FATERIR 2R (E)

BRMBEHREER
165k [HE (&)

480
FE

RS FE B ER
SEMNKEEHEERN
B ETER - 722018
F£12 8318 ' K&
EEBETIHEE
EFEETHER
ARFEHEERS
4AEA A N R #1.32
B EF1FERA
AR®EA1,000&8 7T -
1A F-5FENUR
BARKES 2008 7T
FEFENNEBEAR
#9,000 87T - BB
B 75 s S 2RI ZE 16
WERHAERME
ERBEEN S
BRI 2 M T3
BIERARKERE
AE BANEE
(FRE) REmE
B(ZMNEE)NE
NER o D121
AREHAEE MK
EEEEMNHEER
RNEemMERML
RS A E A
HEEBBERAN
EERCREFIE
hn o #% & H 7E A
R1ER T BB
i3 e - 2 R F
BX g me &
Bt S FH B A ER
ETHOBEFRE
HEEBEBERTE
REFTHEEEN
HEAE-

ANNUAL REPORT 2018 —Z— \FF3R




'b>~180

Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(b)

New standards and interpretations not
yet adopted by the Group (continued)

HKFRS 16 “Leases” (continued)

Impact (continued)

The Group expects to recognise right-of-
use assets and lease liabilities for the non-
cancellable operating lease commitments
which are more than one year. The
Group expects no material impact to the
consolidated statements of profit or loss.

Date of adoption by the Group

Mandatory for financial years commencing
on or after 1 January 2019.

There are no other standards that are not
yet effective and that are expected to have a
material impact on the Group in the current
or future reporting periods and on any
foreseeable future transactions.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

2.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEINARBETTREN)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(c)

Changes in accounting policy

This note explains the impact of the
adoption of HKFRS 9 “Financial instruments”
(“‘HKFRS 9”) and HKFRS 15 “Revenue from
contracts with customers” (“HKFRS 15”)
on the Group’s financial information and
the new accounting policies as disclosed
in Note 2.12 and Note 2.28 that have been
applied from 1 January 2018, where they are
different to those applied in prior periods.

HKFRS 9 was generally adopted without
restating comparative information with
the exception of certain aspects of
hedge accounting. The Group used
modified retrospective approach while
adopting HKFRS 9. The reclassification
and adjustments arising from the new
impairment rules are therefore not reflected
in the balance sheet as at 31 December
2017, but are recognised in the opening
balance sheet on 1 January 2018.

2.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

(c) Changes in accounting policy (continued)

The Group adopted HKFRS 15 using the
modified retrospective approach which
means that the cumulative impact of the
adoption (if any) will be recognised in
retained earnings as of 1 January 2018 and
that comparative information will not be
restated.

The following tables show the adjustments
recognised for each individual line item. The
adjustments are explained in more details
below.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1

Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(c)

Changes in accounting policy (continued)

Consolidated balance sheet (extracts) AHEEEER (E#)

Non-current assets

Available-for-sale financial assets

Financial assets at fair value through
profit orloss

Financial assets at fair value through
other comprehensive income

Current liabilities

Accruals, advances and
other current liabilties

Contract liabilties

FiDEE
THHELERE

BALBEHEERED
HABERSRAR

ROAREHEERRHI
R SRR

HHAR

BERR BUER
0

SRR

There is no impact on the consolidated

statement of comprehensive income for the
year ended 31 December 2018 by adopting

HKFRS 9 and HKFRS 15.

2. ERENBEBEE)

21 REEEE)

QA1 B BERBENEt
(%)

(€ EFTEERSE(E)

31 December 1 January
2017 HKFRS 9 HKFRS 15 2018

N7 BEUBES FRUEES 018%
12A31A RAZEOE  EAE5R 1A1A

132,111 432111) - -
- 14,605 - 14,605
- 17506 - 17506
3,301,480 - (1496839 1804641

- = 1,496,839 1,496,839
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B EERFE 155
HEZE2018F 12 A
1B IEFERE O
melEKEE T

& o
=

ANNUAL REPORT 2018 =& — /\fFF 183 4



Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(c) Changes in accounting policy (continued)

0]

» 184 CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

HKFRS 9 “Financial instruments”

Impact of adoption

HKFRS 9 replaces the provisions of
HKAS 39 that relate to the recognition,
classification and measurement of
financial assets and financial liabilities,
derecognition of financial instruments,
impairment of financial assets and
hedge accounting.

The adoption of HKFRS 9 “Financial
instruments” from 1 January 2018
resulted in changes in accounting
policies and adjustments to the
amounts recognised in the financial
statements. In accordance with the
transitional provisions in HKFRS 9
(7.2.15) and (7.2.26), comparative
figures have not been restated
as the Group does not have any
hedge instrument. As a result, the
reclassification and adjustments
arising from the new impairment rules
are not reflected in the balance sheet
as at 31 December 2017, but are
recognised in the opening balance
sheet as at 1 January 2018.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

2.

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(c) Changes in accounting policy (continued)

(i) HKFRS 9 “Financial instruments”
(continued)

Impact of adoption (continued)

(@)

Classification and measurement

On 1 January 2018 (the date
of initial application of HKFRS
9), the Group’s management
has assessed which business
models apply to the financial
assets held by the Group
and has classified its financial
instruments into the appropriate
HKFRS 9 categories. The
main effects resulting from this
reclassification are as follows:

2.
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

(c) Changes in accounting policy (continued)
(i) HKFRS 9 “Financial instruments”
(continued)
Impact of adoption (continued)

(@) Classification and measurement
(continued)

Financial assets - 1 January 2018

SHEE-018F1A10

Closing balance at 31 December R01TE12531 B

2017 - HKAS 39 BRER-BREH
RRIB30%

Redlassfy non-trading equity securies ~ #i3FE EfEREAH
from avalable-for-sale fnancial assets  AIHESRER
tofinancial assefs atfarvalue through ~~ EAEFRALER
other comprehensive income HEREZHHA

Efefala
LEREE

Reclassify non-trading equity securtes  BFE B RS
fomavalable-for-sale fnancialassets ~ HEESRAR
tofnancial assets ot fair vaue trough~~ BREREAL B

proft or loss TEEERHHA
Brk eBEE
Reclassffy listed and unlisted debt % R LR
securities from avaiable-for-sale HAMHESRAE
financial assets to financil assets BABERAMER
at fair value through other HERESHHA
comprefensive income Effrelia
Opening balance at 1 January R2018%1 A1 RHE
2018-HKFRS9 NE5-FRHE
RERAIZOR

» 186 CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E
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Financial
assets at
fair value Financial
Available-for-  through other  assets at fair
sale financial ~ comprehensive  value through
Note assets income profit or loss
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Notes to the Consolidated Financial Statements

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEINARBETTREN)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

(c) Changes in accounting policy (continued)

(i) HKFRS 9 “Financial instruments”
(continued)

Impact of adoption (continued)

(@)  Classification and measurement
(continued)

(1)  The Group €lected to present
in other comprehensive
income the changes in the fair
value of its equity investments
previously classified as
available-for-sale financial
assets, because these
investments are held for long-
term strategic investments
that are not expected to be
sold in the short to medium
term.

EESHEERE(E)

21 REEEE)

B Ot IR

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEE(E)

QA1 EHBERBENE

2.1.1 Changes in accounting policy and

disclosures (continued)

(c) Changes in accounting policy (continued)

() HKFRS 9 “Financial instruments”

(#&)
() EFEERSZER(E)

() FBEUBEHRE

(continued) EREIH %
BTA/#)
Impact of adoption (continued) e ZZ (&)

(@ Classification and measurement
(continued)

(2) Listed and unlisted bonds

@ PERE=EGE)

2 BRAEEH

preliminarily classified as EBEA K
available—for-sale financial W& #3IB27
assets were reclassified ENHEEZE
to financial assets at BEEZR i)
fair value through other I DR
comprehensive income, HEESRE
as the Group’s business EZ EmkIE
model is achieved both by EmEHREE
collecting contractual cash DPBERDA
flows and selling of these BETEAH
assets. The contractual BE)ET AEAM
cash flows of these ez e
investments are solely BEE - ZE
principal and interest. KEREHH
EREEAARN
& RFE o
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEEE)
2.1.1 Changes in accounting policy and QA1 B BERBENEt
disclosures (continued) (#&)
(c) Changes in accounting policy (continued) () EFTBERIIE(Z)
(i) HKFRS 9 “Financial instruments” () BEHEHRE
(continued) EEE9F £
BTA#)
Impact of adoption (continued) e Z (&)
(@) Classification and measurement @ PDERFTE(E)
(continued)
On 1 January 2018 (the date of R®2018%F1 H1H
initial application of HKFRS 9), (BREM BB
the Group’s notes receivable — HEERFE R A
bank acceptance notes were HY) - AREEE IR
reclassified from financial assets FEBRITERLE
at amortised cost to financial ZEHRIREHEKAR
assets at fair value through other ECLERMEEED
comprehensive income with EEHZER AR
respect to the category. MIZ AR BEGTE
BEZ8E AEA
HReERmzEemE
E=o
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEE(E)

QA1 EHBERBENE

2.1.1 Changes in accounting policy and

» 190

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

disclosures (continued) (&)
(c) Changes in accounting policy (continued) () EFEERHRE(E)
(i) HKFRS 9 “Financial instruments” () BEHBHE
(continued) ERIEIH %
BITEJE)

Impact of adoption (continued) Rz 2 ()

(o)  Impairment of financial assets ) SREERE
The new impairment model SR EERZ
requires the recognition of KIZBEEE
impairment provisions based on BRERREAE
expected credit losses rather B mIEE
than only incurred credit losses BEENEE
as is the case under HKAS 39. BELX(BRESD
It applies to financial assets & g 5 % A
classified at amortised cost, debt F305% ) o H
instruments measured at financial 16 A P R 8
assets at fair value through A DR &
other comprehensive income, BMEE - EA
contract assets under HKFRS nEEFER
15 “Revenue from contracts with HEg)it A K
customers”, lease receivables, 4R A W = A
loan commitments and certain BEFELTE &/
financial guarantee contracts. 5 B T R 2
The Group has applied HKFRS 9 Bl 2851555 [ £
simplified approach to measuring BPHEHE
expected credit losses which E: 00 NN
uses a lifetime expected loss K& HEE -
allowance for all trade receivables fEUR A & 3K -
from initial recognition. To BFORERE
measure the expected credit THBERE
losses, trade receivables have 2o AEBED
been grouped based on shared [ER BB
credit risk characteristics and the WEAERIE9
days past due. ALK N

=EBAEER
K ZEXG
FIBREKE S
E =R R
RABEL A (E
FEIANTER
BiEEE B
STEEHEER
Bk EBRE
RN E BB
HREEERR
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHEERBEE)
POLICIES (continued)
2.1 Basis of preparation (continued) 21 REBEE(E)

QA1 B BERBENEt

2.1.1 Changes in accounting policy and

disclosures (continued)

(c) Changes in accounting policy (continued)

(i) HKFRS 9 “Financial instruments”

(#&)
(€ EFTEERSE(E)

() FBEUBEHRE

(continued) EREIH %
BIA/#E)
Impact of adoption (continued) H 2 (E)

(b)

Impairment of financial assets

b ZREERE

(continued) (&)
No further provision has been 201841 A1
recognised in retained earnings H: ®EER
as at 1 January 2018 for these %A h AR
trade receivables (excluding ZEREKE S
non-financial assets) whose R (B IEIE
credit risk has been assessed TREE)NE
as low and the adoption of 7 W 2k A I 42
new impairment methodology TR — D HE
only results in an insignificant 5 B
incremental amount of provision BEREES
to be made. BHIEKNH
BHING R L 1E
A o
While cash and cash BEBRRR
equivalents, restricted bank cEEY - X
balances and notes receivable PR I SR 1T 45 84
- bank acceptance notes are MW EE —
also subject to the impairment RITEHIESR
requirements of HKFRS 9, no INE B ST R
material impairment loss was B 7% 5 2 ZE B
identified. F O R E
BE - eI
B|BAREEE
WA o
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Notes to the Consolidated Financial Statements

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

(c) Changes in accounting policy (continued)

(il HKFRS 15 “Revenue from
contracts with customers”

Impact of adoption

The Group has adopted HKFRS
15 “Revenue from contracts with
customers” from 1 January 2018
which resulted in changes in
accounting policies. The Group
adopted HKFRS 15 using the modified
retrospective approach which means
that the cumulative impact of the
adoption (if any) will be recognised in
retained earnings as of 1 January 2018
and that comparative information will
not be restated. Following adjustments
were made to the amounts recognised
in the balance sheet at the date of initial
application (1 January 2018):

» 192 CHINA ORIENTAL GROUP COMPANY LIMITED A EIRG EEIZERER A F
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Notes to the Consolidated Financial Statements & Bt #& R R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - ESEINARBETTRENR)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and

disclosures (continued)

(c) Changes in accounting policy (continued)

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

(continued)

Impact of adoption (continued)

Accruals, advances and other
current liabilties - advances
Contract liabilties

BRER  BUGER
ERBRR-FUA
ahAR

For the year ended 31 December 2018

BZE20185F 12 A31 HIESEE

BEESHEERE(E)

21 REEEE)

QA1 B BERBENEt

HKAS 18
Carrying amount
BhesE
% 185 RA(H
31 December
2017

017
12A%R

1,496,839

(&)

(€ EFTEERSE(E)

(i) & EH &H
& E R Z15
5 HEHEF R
BRI ELHIK
AJ(#E)

KRG ZE

(&)
HKFRS 15
Reclassification ~ Carrying amount
BEAHESEN
B E15REEE
1 January
2018
2185
1A1R
(1,496,839) =
1496,839 1496,839
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEE(E)

QA1 B BERBENE

2.1.1 Changes in accounting policy and

» 194
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disclosures (continued) (#&)
(c) Changes in accounting policy (continued) () EtBERMNE(E)
(i) HKFRS 15 “Revenue from (i) & & B ¥ &K
contracts with customers” & E R E15
(continued) %[ EEF /Y
BRELENK
AJ(#&)
Impact of adoption (continued) K 5 &
(%)
HKFRS 15 requires that revenue BSH B HRE
from contracts with customers be AERIZE 1557 4R
recognised upon the transfer of EHE P HE
control over goods or services to the R & I E £/
customer. As such, upon adoption, W ABRE
this requirement under HKFRS 15 Sk AR 75 B9 12
resulted in immaterial impact to the BEZEXE
financial statements as the timing BF 7 3R o
of revenue recognition on sale of It - BB
goods is unchanged and the amount HEERIFEAS
of other categories of revenue is SRR
insignificant. Thus, other than certain HIE TR R
reclassification of contract liabilities in TE 1 B 1 TRk
respect of advances from customers, BB
there was no impact on the Group’s TEKRK AA
consolidated balance sheet as of 1 MIEEEmE
January 2018. S ONE LS
NE R H AL
a1l N -

WAEKN- A
It - BRERETE
WEFEFIEZ
GHEEBENS
TEHEN -
K £ E R
20184 1 A 1
HEEBHEE
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries

2.2.1 Consolidation

B RAUARE T T REN)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

2. ERENBEBEE)

22 MEBAA

2.2.1

A subsidiary is an entity (including a structured
entity) over which the Group has control. The
Group controls an entity when the Group is
exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date
on which control is transferred to the Group. They
are deconsolidated from the date that control
ceases.

Intra-group transactions, balances and unrealised
gains on transactions between group companies
are eliminated. Unrealised losses are also
eliminated unless the transaction provides
evidence of an impairment of the transferred
asset. When necessary, amounts reported by
subsidiaries have been adjusted to conform with
the Group’s accounting policies.

SHtERE

MEARRAREEETIE
E’]%E@(&ﬁ EHEMER) -
EAEER2EEMERM
%“f—f"‘:’?‘@#&g@*ﬂ RN ER
A - WasEmEELER
WENFEZER®R A%
BRI BB A G TR o
B A RIS EES =R
Bz BRAHARK - W
TR I 2 BB E LS B
N

SERNRS - BEHkE
EINCIEEE L ER T
@ T AR - RIERER
T IALEH - FRIFER H R
HABREERENE
B EFER - WBAF
MERSRCHE - U
REASEEH G TR —
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

2.

BZE20185F 12 A31 BIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

Business combinations

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to
the former owners of the acquiree and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
|dentifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date.

The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis. Non-controlling
interests in the acquiree that are present
ownership interests and entitle their holders
to a proportionate share of the entity’s
net assets in the event of liquidation are
measured at either fair value or the present
ownership interests’ proportionate share in
the recognised amounts of the acquiree’s
identifiable net assets. All other components
of non-controlling interests are measured
at their acquisition date fair value, unless
another measurement basis is required by
HKFRS.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018

2.

BEESHEEREE)

2.2

BT (&)

2.21 §6t8RE (&)

(a)

EBRast
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.2 Subsidiaries (continued)

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

BZE20185F 12 A31 HIEEE

EESHEERE(E)

22 MEBRE (&)

2.2.1 Consolidation (continued)

(@) Business combinations (continued)

Acquisition-related costs are expensed as

incurred.

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest
in the acquiree is re-measured to fair value
at the acquisition date; any gains or losses
arising from such re-measurement are
recognised in profit or loss.

Where settlement of any part of cash
consideration is deferred, the amounts
payable in the future are discounted to their
present value as at the date of exchange.
The discount rate used is the entity’s
incremental borrowing rate, being the rate at
which a similar borrowing could be obtained
from an independent financier under
comparable terms and conditions.

2.21 §6t8RE (&)

(a)

EBAs(E)

e B &0 46 B AX A T5
REEERF S 8Y o

HEBEHIBE
1T WEEH LA
BB IKRE S K
BB EBERT
BERKBEBEH
HEAAAEBME:
FH It E A R (T ] R
HHEBEREBESP
TR ©

MRREKNENE
BN EEEE
AR R B 2 B
FREXBENE
B PIEMAAREE
XEEBWEER
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

2.

BZE20185F 12 A31 BIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

Business combinations (continued)

Any contingent consideration to be
transferred by the Group is recognised at fair
value at the acquisition date. Subsequent
changes to the fair value of the contingent
consideration that is deemed to be an
asset or liability is recognised in accordance
with HKAS 39 in profit or loss. Contingent
consideration that is classified as equity
is not remeasured, and its subsequent
settlement is accounted for within equity.

The excess of the consideration transferred,
the amount of any non-controlling interest
in the acquiree and the acquisition-date fair
value of any previous equity interest in the
acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill
(Note 2.10). If the total of consideration
transferred, non-controlling interest
recognised and previously held interest
measured is less than the fair value of the
net assets of the subsidiary acquired in the
case of a bargain purchase, the difference is
recognised directly in the statement of profit
or loss.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.2 Subsidiaries (continued)

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

BZE20185F 12 A31 HIEEE

EESHEERE(E)

22 MEBRE (&)

2.2.1 Consolidation (continued)

(b) Changes in ownership interests

The Group treats transactions with non-

controlling interests that do not result in a

loss of control as transactions with equity

owners of the Group. A change in ownership

interest results in an adjustment between the

carrying amounts of the controlling and non-

controlling interests to reflect their relative

interests in the subsidiary. Any difference

between the amount of the adjustment

to non-controlling interests and any

consideration paid or received is recognised

in a separate reserve within equity

attributable to owners of the Company.

2.21 §6t8RE (&)

(b)

FiEREZEE

AEEKTEHR
2 i) 42 B JE 12
MR S XX 5 1R 1F
AEBRaFREE
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

For the year ended 31 December 2018

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(b)

(continued)

Changes in ownership interests

When the Group ceases to consolidate

or equity account for an investment

because of a loss of control, joint control

or significant influence, any retained

interest in the entity is remeasured to its fair

value with the change in carrying amount

recognised in profit or loss. This fair value

becomes the initial carrying amount for

the purposes of subsequently accounting

for the retained interest as an associate,

joint venture or financial asset. In addition,

any amounts previously recognised in

other comprehensive income in respect

of that entity are accounted for as if the

Group had directly disposed of the related

assets or liabilities. This may mean that

amounts previously recognised in other

comprehensive income are reclassified

to profit or loss or transferred to another
category of equity as specified/permitted by

applicable HKFRSs.

If the ownership interest in a joint

venture or an associate is reduced but

joint control or significant influence is

retained, only a proportionate share of the

amounts previously recognised in other

comprehensive income is reclassified to

profit or loss where appropriate.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

B RAUARE T T REN)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

2. ERENBEBEE)

22 MBA

7 (%)

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs received of investment. The
results of subsidiaries are accounted for by the
Company on the basis of dividend received and
receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving dividends
from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.

2.3 Associates

An associate is an entity over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’s share of the
profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill,
if any, identified on acquisition.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss
where appropriate.

2.3

2.2.2 BB EHK
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(Allamounts in RMB thousands unless otherwise stated)

(=B

» 202

FIEERANARBTTREN) BE2018F12A31 HIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Associates (continued)

The Group’s share of post-acquisition profit or
loss is recognised in the statement of profit or
loss, and its share of post-acquisition movements
in other comprehensive income is recognised in
other comprehensive income with a corresponding
adjustment to the carrying amount of the investment.
When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including
any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred legal or
constructive obligations or made payments on behalf of
the associate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and its
carrying value and recognises the amount in ‘impairment
loss on investment in an associate’ in the consolidated
statement of profit or loss.

Profits and losses resulting from upstream and
downstream transactions between the Group and its
associate are recognised in the Group’s consolidated
financial statements only to the extent of unrelated
investor’s interests in the associates. Unrealised
losses are eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

Gains or losses on dilution of equity interest in associates
are recognised in the consolidated statement of profit or
loss.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

Notes to the Consolidated Financial Statements & Bt &8 R Kz
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Joint arrangement

The Group has assessed the nature of its joint
arrangement and determined it to be joint venture. A joint
venture is accounted for using the equity method.

Under the equity method of accounting, interests in a
joint venture are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-
acquisition profits or losses and movements in other
comprehensive income. The Group’s investment in a
joint venture include goodwill identified on acquisition.
Upon the acquisition of the ownership interest in a joint
venture, any difference between the cost of the joint
venture and the Group’s share of the net fair value of
the joint venture’s identifiable assets and liabilities is
accounted for as goodwill. When the Group’s share of
losses in a joint venture equals or exceeds its interests
in the joint venture (including any other unsecured
receivables), the Group does not recognise further
losses, unless it has incurred obligations or made
payments on behalf of the joint venture.

Unrealised gains on transactions between the Group
and its joint venture are eliminated to the extent of the
Group’s interest in the joint venture. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of the joint venture have been
changed where necessary to ensure consistency with
the policies adopted by the Group.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Segment reporting

2.6

Operating segments are reported in a manner consistent

with the internal reporting provided to the chief

operating decision-maker. The chief operating decision-

maker, who is responsible for allocating resources and

assessing performance of the operating segments, has

been identified as the management committee (Note
5(b)) that makes strategic decisions.

Foreign currency translation

(@)

(b)

Functional and presentation currency

ltems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in Renminbi (“RMB”), which is
the Company’s functional and the Group’s
presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the consolidated
statement of profit or loss.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation (continued)

(b)

Transactions and balances (continued)

Foreign exchange gains and losses that relate
to borrowings are presented in the consolidated
statement of profit or loss within ‘Finance costs’.
All other foreign exchange gains and losses are
presented in the consolidated statement of profit
or loss within ‘Other gains — net’.

Changes in the fair value of debt securities
denominated in foreign currency classified as
available-for-sale are analysed between translation
differences resulting from changes in the
amortised cost of the security and other changes
in the carrying amount of the security. Translation
differences related to changes in amortised cost
are recognised in profit or loss, and other changes
in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial
assets and liabilities such as equities held at
fair value through profit or loss are recognised
in profit or loss as part of the fair value gain or
loss. Translation differences on non-monetary
financial assets, such as equities classified as fair
value through other comprehensive income, are
included in other comprehensive income.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

2.

BZE20185F 12 A31 BIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation (continued)

(c)

Group companies

The results and financial position of all the Group

entities (none of which has the currency of a

hyper-inflationary economy) that have a functional

currency different from the presentation currency

are translated into the presentation currency as

follows:

(i)

(i)

assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

income and expenses for each statement
of profit or loss are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the rate on
the dates of the transactions); and

all resulting currency translation differences
are recognised in other comprehensive
income.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

EESHEERE(E)

2.7 Property, plant and equipment 2.7 M - BWEKEZME

Property, plant and equipment, comprising buildings,
machinery, furniture and fixtures, vehicles, leasehold
improvements and finance leased machinery are stated
at historical cost less depreciation and impairment.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. The carrying amount of any component
accounted for as a separate asset is derecognised when
replaced. All other repairs and maintenance costs are
charged to the consolidated statement of profit or loss
during the financial period in which they are incurred.

Depreciation on property, plant and equipment is
calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful
lives, as follows:

Estimated useful life

Buildings 10-20 years
Machinery 5-10 years
Furniture and fixtures 3-10 years
Vehicles 4-10 years
Leasehold improvements 2-5 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.
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Notes to the Consolidated Financial Statements

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

2.8

Property, plant and equipment (continued)

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note
2.11).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within ‘Other gains — net ’ in the
consolidated statement of profit or loss.

Construction-in-progress (“CIP”) represents buildings,
plant and machinery under construction or pending
installation and is stated at historical cost less
accumulated impairment losses, if any. Historical cost
includes the costs of construction, acquisition and
borrowing. No provision for depreciation is made on CIP
until such time as the relevant assets are completed and
available for intended use. When the assets concerned
are ready for their intended use, the costs are transferred
to property, plant and equipment and depreciated in
accordance with the policy as stated above.

Leasehold land and land use rights

All land in the PRC is state-owned or collectively-owned.
There is no individual land ownership right. The Group
acquired the right to use certain land. The premiums
paid for such right and the improvements related to the
land are treated as prepayment for operating lease and
recorded as leasehold land and land use rights, which
are amortised over the lease periods using the straight-
line method. The leasehold land and land use rights are
stated at historical cost less accumulated amortisation
and impairment losses.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9

Investment property

The property that is held for long-term rental yields or
for capital appreciation or both, and that is not occupied
by the entities in the Group, is classified as “Investment
property”.

Investment property is measured initially at its
cost, including related transaction costs. After
initial recognition, investment property is carried at
depreciated cost less accumulated impairment.

Depreciation of investment properties is calculated using
the straight-line method to allocate cost to their residual
value over their estimated useful lives of 20 years.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are
expensed in the consolidated statement of profit or loss
during the financial period in which they are incurred.

If an investment property becomes owner-occupied, it
is reclassified as property, plant and equipment, and its
carrying amount at the date of reclassification becomes
its cost for accounting purposes.

If an item of property, plant and equipment becomes
an investment property because its use has changed,
the transfer does not change the carrying amount of the
property transferred, nor does it change the cost of that
property for measurement or disclosure purposes.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBN  FTESEIUARBTTREN) BZ2018F12A31HILEE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Intangible assets

(a)

(b)

Goodwill

Goodwill on acquisitions of subsidiaries is included
in intangible assets. Goodwill is not amortised
but it is tested for impairment annually, or more
frequently if events or changes in circumstances
indicate that it might be impaired, and is carried at
cost less accumulated impairment losses. Gains
and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity
sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation
is made to those cash-generating units or groups
of cash-generating units that are expected to
benefit from the business combination in which
the goodwill arose. The cash-generating units or
groups of cash-generating units are identified at
the lowest level at which goodwill is monitored
for internal management purposes, being the
operating segments.

Computer software

Computer software costs recognised as assets

are amortised using the straight-line method over
their estimated useful lives of 3-5 years.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Mz

2.

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTLAREN) BZE2018F12A31HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Intangible assets (continued)

(c) Unpatented and patented technology

Acquired unpatented and patented technology
costs recognised as assets are amortised using
the straight-line method over their estimated useful
life of 8 years.

2.11 Impairment of non-financial assets

Assets that have an indefinite useful life — for example,
goodwill — are not subject to amortisation and are tested
annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be
impaired. Assets that are subject to amortisation are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs of disposal and
value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(&% A UARBT LREMN) BE2018F12A3NBILEEFE

2.

BRI -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets

(i)

Classification

From 1 January 2018, the Group classifies its
financial assets in the following measurement
categories:

o those to be measured subsequently at fair
value (either through other comprehensive
income (“OCI”) or through profit or loss), and

° those to be measured at amortised cost.
The classification depends on the entity’s
business model for managing the financial
assets and the contractual terms of the cash
flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI.
For investments in equity instruments that are
not held for trading, this will depend on whether
the Group has made an irrevocable election at
the time of initial recognition to account for the
equity investment at fair value through other
comprehensive income (“FVOCI”).

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(i) Recognition and derecognition

B RAUARE T T REN)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

2. ERENBEBEE)

212 SREE (&)

(i)

Regular way purchases and sales of financial

assets are recognised on trade-date, the date on

which the Group commits to purchase or sell the

asset. Financial assets are derecognised when

the rights to receive cash flows from the financial

assets have expired or have been transferred and

the Group has transferred substantially all the risks

and rewards of ownership.

(iii) Measurement

(iii)

At initial recognition, the Group measures a

financial asset at its fair value plus, in the case of

a financial asset not at fair value through profit or

loss (“FVPL”), transaction costs that are directly

attributable to the acquisition of the financial asset.

Transaction costs of financial assets carried at

FVPL are expensed in profit or loss.
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Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.12 Financial assets (continued)

(iii) Measurement (continued)

Debt instruments

Subsequent measurement of debt instruments

depends on the Group’s business model

for managing the asset and the cash flow

characteristics of the asset. There are three

measurement categories into which the Group

classifies its debt instruments:

° Amortised cost: Assets that are held for

collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in finance income
or other income using the effective interest
rate method. Any gain or loss arising on
derecognition is recognised directly in profit
or loss and presented in ‘Other gains — net’
together with foreign exchange gains and
losses. Impairment losses are presented
as separate line item in the consolidated
statement of profit or loss.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.12 Financial assets (continued)

(iii)

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

For the year ended 31 December 2018
EEBEANARB T TREL)

BZE20185F 12 A31 HIEEE

EESHEERE(E)

212 SREE (&)

Measurement (continued)

Debt instruments (continued)

° FVOCI: Assets
of contractual ¢

that are held for collection
ash flows and for selling the

financial assets, where the assets’ cash

flows represent
and interest,

solely payments of principal
are measured at FVOCI.

Movements in the carrying amount are taken

through OCI, except for the recognition of

impairment gains or losses, interest income

and foreign exchange gains and losses

which are rec

ognised in profit or loss.

When the financial asset is derecognised,

the cumulative gain or loss previously

recognised in OCI is reclassified from equity

to profit or loss and recognised in ‘Other

gains — net’. Interest income from these

financial assets is included in finance income

or other income using the effective interest

rate method. Foreign exchange gains and

losses are presented in ‘Other gains — net’

and impairment expenses are presented

as separate lin

e item in the consolidated

statement of profit or loss.

(iii)
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.12 Financial assets (continued) 212 ©MEE (&)
(i) Measurement (continued) (i) FEE)

Debt instruments (continued) EHTA(E)

e FVPL: Assets that do not meet the criteria e RAREMEER
for amortised cost or FVOCI are measured HEFEE ABmK
at FVPL. A gain or loss on a debt investment = ¥ DN
that is subsequently measured at FVPL is BZAnREEFER
recognised in profit or loss and presented HE 85 A H b4z
net within ‘Other gains — net’ in the period in BWRBENEE
which it arises. ?Zi NAhEEFER

HEFHT ABER
FrEe HRBEEZ AR
BEFEAEEZSH
SFABSERNER
B B E e sk
EERIB S NER
THREEEHMEN
[ E b Yo as — /558 |
LA/?(EE'J/T

Equity instruments #RTA
The Group subsequently measures all equity REBEBIZRA BB
investments at fair value. Where the Group’s EFfEERZKE - WASE
management has elected to present fair value EEERBDEIENEME
gains and losses on equity investments in OCI, ABWEZTERIEEND
there is no subsequent reclassification of fair value REEWE REE - BIR
gains and losses to profit or loss following the RIEmRULERER - A
derecognition of the investment. Dividends from /L {ETEJ%Z 5 M E51E B}f{éT
such investments continue to be recognised in PHEEERKR B
profit or loss as other income when the Group’s E IHKEXH X B 4 ) fE ST
right to receive payments is established. B BRI ERRSEE
R 2 R R B th U
A=
Changes in the fair value of financial assets at EAREEFEAHEEE)
FVPL are recognised in ‘Other gains — net’ in TABRRZEREED
the statement of profit or loss as applicable. AREBEEEHNEZEK
Impairment losses (and reversal of impairment (@) [ HEalhss — 5
losses) on equity investments measured at FVOCI AP ER - AR EBE
are not reported separately from other changes in T2 A EEE R AE AR
fair value. Gl R ERRE
BB (RREEERE) T
2EQ L EENE
PHEAER o
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(iv) Impairment

B RAUARE T T REN)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

2. ERENBEBEE)

212 SREE (&)

(iv)

From 1 January 2018, the Group assesses on a
forward looking basis the expected credit losses
associated with its debt instruments carried
at amortised cost and FVOCI. The impairment
methodology applied depends on whether there

has been a significant increase in credit risk.

For trade receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the receivables, Note 19

for further details.

(vy Accounting policies applied until 31 (v)

December 2017

The Group has applied HKFRS 9 retrospectively,
but has elected not to restate comparative
information. As a result, the comparative
information provided continues to be accounted
for in accordance with the Group’s previous

accounting policy.

Until 31 December 2017, the Group classifies its

financial assets in the following categories:

o financial assets at fair value through profit or

loss,

o loans and receivables, and
o available-for-sale financial assets.

The classification determined on the purpose
for which the investments were acquired.
Management determined the classification of its

investments at initial recognition.

miE
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(vy Accounting policies applied until 31
December 2017 (continued)

@)

Reclassification

The Group could choose to reclassify a non-
derivative trading financial asset out of the
held for trading category if the financial asset
was no longer held for the purpose of selling
it in the near term. Financial assets other
than loans and receivables were permitted
to be reclassified out of the held for trading
category only in rare circumstances arising
from a single event that was unusual and
highly unlikely to recur in the near term.
In addition, the Group could choose to
reclassify financial assets that would meet
the definition of loans and receivables out
of the held for trading or available-for-sale
categories if the Group had the intention
and ability to hold these financial assets for
the foreseeable future or until maturity at the
date of reclassification.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(vy Accounting policies applied until 31

December 2017 (continued)

@

®)

Reclassification (continued)

Reclassifications were made at fair value
as of the reclassification date. Fair value
became the new cost or amortised cost
as applicable, and no reversals of fair
value gains or losses recorded before
reclassification date were subsequently
made. Effective interest rates for financial
assets reclassified to loans and receivables
and held-to-maturity categories were
determined at the reclassification date.
Further increases in estimates of cash
flows adjusted effective interest rates
prospectively.

Subsequent measurement

The measurement at initial recognition did
not change an adoption of HKFRS 9, see
description above.

Subsequent to the initial recognition, loans
and receivables were subsequently carried
at amortised cost using the effective interest
method.

2.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(vy Accounting policies applied until 31

December 2017 (continued)

(b)

'b—zm)

Subsequent measurement (continued)

Available-for-sale financial assets and
financial assets at FVPL were subsequently
carried at fair value. Gains or losses arising
from changes in the fair value are recognised
as follows:

for “financial assets at FVPL' —in profit
or loss within ‘Other gains — net’.

for available-for-sale financial
assets that are monetary securities
denominated in a foreign currency
— translation differences related to
changes in the amortised cost of the
security were recognised in profit or
loss and other changes in the carrying
amount were recognised in other
comprehensive income.

for other monetary and non-monetary
securities classified as available-for-
sale — in other comprehensive income.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(vy Accounting policies applied until 31
December 2017 (continued)

(b)

(©)

Subsequent measurement (continued)

Details on how the fair value of financial
instruments is determined are disclosed in
Note 3.3.

When securities classified as available-
for-sale were sold, the accumulated fair
value adjustments recognised in other
comprehensive income were reclassified to
profit or loss as “Other gains — net”.

Impairment

The Group assessed at the end of each
reporting period whether there was
objective evidence that a financial asset
or group of financial assets was impaired.
A financial asset or a group of financial
assets was impaired and impairment losses
were incurred only if there was objective
evidence of impairment as a result of one
or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and
that loss event (or events) had an impact
on the estimated future cash flows of the
financial asset or group of financial assets
that could be reliably estimated. In the case
of equity investments classified as available-
for-sale, a significant or prolonged decline in
the fair value of the security below its cost
was considered an indicator that the assets
are impaired.

2.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(vy Accounting policies applied until 31
December 2017 (continued)

©

Impairment (continued)

Assets carried at amortised cost

For loans and receivables, the amount of
the loss was measured as the difference
between the asset’s carrying amount and
the present value of estimated future cash
flows (excluding future credit losses that
had not been incurred) discounted at the
financial asset’s original effective interest
rate. The carrying amount of the asset was
reduced and the amount of the loss was
recognised in profit or loss. If a loan or held-
to-maturity investment had a variable interest
rate, the discount rate for measuring any
impairment loss was the current effective
interest rate determined under the contract.
As a practical expedient, the Group could
measure impairment on the basis of an
instrument’s fair value using an observable
market price.

If, in a subsequent period, the amount of
the impairment loss decreased and the
decrease could be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in the
debtor’s credit rating), the reversal of the
previously recognised impairment loss was
recognised in profit or loss.

Impairment testing of trade receivables is
described in Note 3.1(b).
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

V)

Accounting policies applied until 31

December 2017 (continued)

(©

Impairment (continued)

Assets classified as available-for-sale

If there was objective evidence of impairment
for available-for-sale financial assets, the
cumulative loss — measured as the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
financial asset previously recognised in profit
or loss — was removed from equity and
recognised in profit or loss.

Impairment losses on equity instruments
that were recognised in profit or loss were
not reversed through profit or loss in a
subsequent period.

If the fair value of a debt instrument
classified as available-for-sale increased in
a subsequent period and the increase could
be objectively related to an event occurring
after the impairment loss was recognised
in profit or loss, the impairment loss was
reversed through profit or loss.

2.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(=B

FIEERANARBTTREN) BE2018F12A31 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13

2.14

2.15

Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the
date a derivative instrument contract is entered into and
are subsequently re-measured at their fair value. The
method of recognising the resulting gain or loss depends
on whether the derivative instrument is designed as a
hedging instrument, and if so, the nature of item being
hedged.

For derivative financial instruments do not qualify for
hedge accounting, changes in fair value are recognised
immediately in the consolidated statement of profit or
loss as a separate item.

Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis
or realise the asset and settle the liability simultaneously.
The legally enforceable right must not be contingent on
future events and must be enforceable in the normal
course of business and in the event of default, insolvency
or bankruptcy of the company or the counterparty.

Inventories

Inventories are stated at the lower of cost and the net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work-
in-progress comprises raw materials, direct labour, other
direct costs and related production overheads (based
on normal operating capacity). It excludes borrowing
costs. Net realisable value is the estimated selling price in
the ordinary course of business, less applicable variable
selling expenses.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated)

B RAUARE T T REN)

(A BB -

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16

217

Properties under development and held for sale

Properties under development and held for sale are
stated at the lower of cost and net realisable value.
Development cost of properties comprises cost of
land use rights, construction costs and borrowing
costs incurred during the construction period. Upon
completion, the properties are transferred to completed
properties held for sale.

Net realisable value takes into account the price
ultimately expected to be realised, less applicable
variable selling expenses and the anticipated costs to
completion.

Properties under development and held for sale are
classified as current assets unless the construction
period of the relevant property development project is
expected to complete beyond normal operating cycle.

Trade, notes and other receivables

Trade and notes receivables are amounts due from
customers for merchandise sold in the ordinary course
of business. If collection of trade, notes and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade, notes and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method, less
allowance for impairment. On 1 January 2018 (the date
of initial application of HKFRS 9), notes receivables were
reclassified from receivables to financial assets at fair value
through other comprehensive income. See Note 2.12ii)
(iii) for further information about the Group’s accounting for
trade, notes and other receivables and Note 2.12(iv) for a
description of the Group’s impairment policies.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18

219

2.20

Cash and cash equivalents

In the consolidated statement of cash flow, cash and
cash equivalents includes cash in hand, deposits held at
call with banks with original maturities if three months or
less.

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax,
from the proceeds.

Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Trade and other payables
are classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-
current liabilities.

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost
using the effective interest method.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

B RAUARE T T REN)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21

2.22

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated statement of
profit or loss over the period of the borrowings using the
effective interest method.

Borrowings are removed from the balance sheet when
the obligation specified in the contract is discharged,
cancelled or expired. The difference between the
carrying amount of a financial liability that has been
extinguished or transferred to another party and the
consideration paid, including any non-cash assets
transferred or liabilities assumed, is recognised in profit
or loss as other income or finance costs.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.

Borrowing costs

General and specific borrowing costs directly attributable
to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

2.

For the year ended 31 December 2018
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(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Borrowing costs (continued)

Borrowing costs include interest expense, finance
charges in respect of finance lease and exchange
differences arising from foreign currency borrowings
1o the extent that they are regarded as an adjustment
to interest costs. The exchange gains and losses that
are an adjustment to interest costs include the interest
rate differential between borrowing costs that would be
incurred if the entity had borrowed funds in its functional
currency, and the borrowing costs actually incurred
on foreign currency borrowings. Such amounts are
estimated based on interest rates on similar borrowings
in the entity’s functional currency/forward currency rates
at the inception of the borrowings.

When the construction of the qualifying assets takes
more than one accounting period, the amount of
foreign exchange differences eligible for capitalisation
is determined on a cumulative basis based on the
cumulative amounts of interest expenses that would
have been incurred had the entity borrowed in its
functional currency. The total amount of foreign
exchange differences capitalised cannot exceed the
amount of total net foreign exchange differences
incurred on a cumulative basis at the end of the reporting
period.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

Notes to the Consolidated Financial Statements & Bt &8 R Kz
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Current and deferred income tax

The tax expense for the period comprises current and

deferred tax. Tax is recognised in the consolidated

statement of profit or loss, except to the extent that

it relates to items recognised in other comprehensive

income or directly in equity. In this case, the tax is also

recognised in other comprehensive income or directly in

equity, respectively.

(a)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company and its subsidiaries and
associates operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected to
be paid to the tax authorities.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Current and deferred income tax (continued)

(b) Deferred income tax

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities
are not recognised if they arise from the initial
recognition of goodwill, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantively enacted by the balance sheet
date and are expected to apply when the related
deferred income tax asset is realised or the

deferred income tax liability is settled.

The deferred tax liability in relation to investment
property that is measured at fair value is
determined assuming the property will be

recovered entirely through sale.

Deferred income tax assets are recognised only
to the extent that it is probable that future taxable
profit will be available against which the temporary

differences can be utilised.

Deferred tax liabilities and assets are not
recognised for temporary differences between the
carrying amount and tax bases of investments in
foreign operations where the Company is able to
control the timing of the reversal of the temporary
differences and it is probable that the differences

will not reverse in the foreseeable future.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Current and deferred income tax (continued)

(b)

(c)

Deferred income tax (continued)

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to offset current
tax assets and liabilities and when the deferred
tax balances relate to the same taxation authority.
Current tax assets and tax liabilities are offset
where the entity has a legally enforceable right
to offset and intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously.

Current and deferred tax is recognised in profit
or loss, except to the extent that it relates to
items recognised in other comprehensive income
or directly in equity. In this case, the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities
and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same
taxation authority on either the taxable entity or
different taxable entities where there is an intention
to settle the balances on a net basis.

For the year ended 31 December 2018
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(Allamounts in RMB thousands unless otherwise stated)

(BREEEBN  FTESEIUARBTTREN) BZ2018F12A31HILEE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24 Employee benefits

The Group has arranged for its Hong Kong employees
1o join the Mandatory Provident Fund Scheme (the “MPF
Scheme”). Under the MPF Scheme, the Group and its
Hong Kong employees make monthly contributions to
the MPF Scheme at 5% of the employees’ earnings as
defined under the Mandatory Provident Fund legislation,
subject to a cap per person per month and any excess
contributions are voluntary (if any).

In accordance with the rules and regulations in the
PRC, the Group has arranged for its PRC employees
to join the defined contribution retirement benefit plans
organised by PRC government. The PRC government
undertakes to assume the retirement benefit obligations
of all existing and future retired employees payable
under the plan as set out in Note 36. The assets of this
plan are held separately from those of the Group in an
independent fund managed by the PRC government.

The Group’s contributions to the defined contribution
retirement benefit plan are charged to the consolidated
statement of profit or loss as incurred. The Group has no
further payment obligations once the contributions have
been paid.

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

CHINA ORIENTAL GROUP COMPANY LIMITED A EIR: EEIZERER A E
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Notes to the Consolidated Financial Statements & Bt #& 3 R Mz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTLAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)

2.25 Share-based payments 2.25 BERGHES
(a) Equity-settled share-based payment (a) UARELEZBEREXH
transactions x5

The Group operates an equity-settled, share- AEBEHZE —HARELS

based compensation plans, under which the entity g iR SR E

receives services from employees as consideration 2 BHEEIUREEN

for equity instruments (options) of the Group. The HETE(BRE)EE
fair value of the employee services received in RERSFEENRSE - 5t
exchange for the grant of the options is recognised EERERBMX THE
as an expense. The total amount to be expensed IRIEN R EBEERRX
is determined by reference to the fair value of the H e #BHIES KRS58
options granted: T2 EMREBRENA R
BEET :

—  including any market performance — BEEAmSERREMRK
conditions (for example, an entity’s share S(Blan - B
price); MER)

- excluding the impact of any service and non- - TEEEMRE R
market performance vesting conditions (for EMIHRIAT1TH#E
example, profitability, sales growth targets &4 (Bl - ZBF e
and remaining an employee of the entity over N HEEERBZ
a specified time period); and MZEBESRE

ERHBME) 2%
2 &

— including the impact of any non-vesting —  BIEEMIETITRE
conditions (for example, the requirement for & (Ha - EER
employees to save). F2EXR) 252 -

Non-market performance and service conditions TERETR AR TR BB AR

are included in assumptions about the number HEENE B - JETHISIEE A

of options that are expected to vest. The total R R ARFSAE IR AN A —

expense is recognised over the vesting period, HER - X HAF S A%

which is the period over which all of the specified KA fTREAARE N ERR » 3%

vesting conditions are to be satisfied. HAR R FT B R Al 1T RE (R

R IEZ R B HR o
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25 Share-based payments (continued)

(a)

(b)

Equity-settled share-based payment
transactions (continued)

In addition, in some circumstances employees
may provide services in advance of the grant date
and therefore the grant date fair value is estimated
for the purposes of recognising the expense during
the period between service commencement
period and grant date.

At the end of each reporting period, the entity
revises its estimates of the number of options that
are expected to vest based on the non-marketing
vesting conditions. It recognises the impact of
the revision to original estimates, if any, in the
consolidated statement of profit or loss, with a
corresponding adjustment to equity.

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs are
credited to share capital (nominal value).

Share-based payment transactions among
group entities

The grant by the Company of options over its
equity instruments to the employees of subsidiary
undertakings in the Group is treated as a capital
contribution. The fair value of employee services
received, measured by reference to the grant
date fair value, is recognised over the vesting
period as an increase to investment in subsidiary
undertakings, with a corresponding credit to equity
in the parent entity accounts.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F
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2.

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BREEEBIN IBELBINARBT TAEN) HE2018F 12431 ALEFE
SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)
2.26 Provisions 2.26 g

2.27

Provisions for environmental restoration, restructuring
costs and legal claims are recognised when: the Group
has a present legal or constructive obligation as a
result of past events; it is probable that an outflow of
resources will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognised in the consolidated statement of profit or loss
over the period necessary to match them with the costs
that they are intended to compensate.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(=B

FIEERANARBTTREN) BE2018F12A31 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.27

2.28

Government grants (continued)

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred government grants and are credited to the
consolidated statement of profit or loss on a straight-line
basis over the expected lives of the related assets.

Revenue recognition

Accounting policies applied from 1 January 2018

Revenue is measured at the fair value of the
consideration received or receivable, and represents
amounts receivable for goods supplied or service
performed, stated net of value added taxes, returns,
rebates and discounts and after eliminating sales with
the Group. The Group recognises revenue when the
amount of revenue can be reliably measured; when it is
probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group’s activities, as described below. The Group
bases its estimates of return on historical results, taking
into consideration the type of customers, the type of
transactions and the specifics of each arrangement.

CHINA ORIENTAL GROUP COMPANY LIMITED A EIR: EEIZERER A E
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Notes to the Consolidated Financial Statements & Bt #& 3 R Mz

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEEINARBETTRENR)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.28 Revenue recognition (continued)

(a)

(b)

Sales of goods

Revenue from the sale of goods directly to the
customers is recognised at the point that the
control of the inventory have passed to the
customers, which is primarily upon the acceptance
of the products by the customers. The customers
have full discretion over the products, and there
is no unfulfilled obligation that could affect the
customers’ acceptance of the products. The
Group collects cash or bank acceptance notes
from the customers before or upon deliveries
of products. Cash or bank acceptance notes
collected from the customers before product
delivery is recognised as contract liabilities.

Sales of properties

The Group develops and sells properties. Revenue
is recognised when control over the property has
been transferred to the customer. The properties
have generally no alternative use for the Group
due to contractual restrictions. However, an
enforceable right to payment depends on the
specific terms and conditions of the contract. For
the contract with an enforceable right to payment,
revenue is recognised over period, otherwise,
revenue is recognised at a point.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.28 Revenue recognition (continued)

(c)

Sales of services

The Group sells logistics transportation and
customs declaration services. For sales of
services, revenue is recognised when the related
services are provided.

Accounting policies applied until 31 December

2017

(@

Sales of goods

Revenue comprises the fair value of the
consideration received or receivable for the sale
of goods in the ordinary course of the Group’s
activities. Revenue is shown net of value-added
tax, returns, rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of
the Group’s activities. The amount of revenue
is not considered to be reliably measurable until
all contingencies relating to the sale have been
resolved. The Group bases its estimates on
historical results, taking into consideration the
type of customer, the type of transaction and the
specifics of each arrangement.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F
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(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.28 Revenue recognition (continued)

(b)

(c)

Sales of properties

Revenue from sales of properties is recognised
when the risks and rewards of the properties
are transferred to the purchasers, which is
when the construction of relevant properties
has been completed and the properties have
been delivered to the purchasers pursuant to
the sales agreement and collectability of related
receivables is reasonably assured. Deposits and
instalments received on properties sold prior to
the date of revenue recognition are included in
the consolidated balance sheet under current
liabilities.

Sales of services

The Group sells logistics transportation and
customs declaration services. For sales of
services, revenue is recognised when the related
services are provided.

For the year ended 31 December 2018
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(Allamounts in RMB thousands unless otherwise stated)

(=B

FIEERANARBTTREN) BE2018F12A31 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.29

2.30

Interest income

Interest income from financial assets at fair value through
profit or loss is included in the ‘Other gains — net’ on
these assets, see Note 33 below. Interest income on
financial assets at amortised cost and financial assets
at FVOCI (2017 — available-for-sale securities and loans
and receivables) calculated using the effective interest
method is recognised in the consolidated statement of
profit or loss as part of other income.

Interest income is presented as finance income where
it is earned from financial assets that are held for cash
management purposes, see Note 37 below. Any other
interest income is included in other income.

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently
become credit-impaired. For credit-impaired financial
assets, the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction of
the loss allowance).

Dividend income

Dividends are received from financial assets measured at
FVPL and FVOCI (2017 - from financial assets at FVPL
and available-for-sale financial assets). Dividends are
recognised as other income in profit or loss when the
right to receive payment is established. This applies even
if they are paid out of pre-acquisition profits, unless the
dividend clearly represents a recovery of part of the cost
of an investment. In this case, the dividend is recognised
in OCI if it relates to an investment measured at FVOCI.
However, the investment may need to be tested for
impairment as a consequence.

CHINA ORIENTAL GROUP COMPANY LIMITED A EIR: EEIZERER A E

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Mz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTLAREN) BZE2018F12A31HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHBEREE)
POLICIES (continued)
2.31 Leases 2.31 &8

Leases of property, plant and equipment where the
Group, as lessee, has substantially all the risks and
rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease’s inception
at the fair value of the leased property or, if lower, the
present value of the minimum lease payments. The
corresponding rental obligations, net of finance charges,
are included in other short-term and long-term payables.
Each lease payment is allocated between the liability
and finance cost. The finance cost is charged to the
profit or loss over the lease period so as to produce
a constant periodic rate of interest on the remaining
balance of the liability for each period. The property,
plant and equipment acquired under finance leases is
depreciated over the asset’s useful life or over the shorter
of the asset’s useful life and the lease term if there is no
reasonable certainty that the Group will obtain ownership
at the end of the lease term.

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor) are charged to the consolidated statement of
profit or loss on a straight-line basis over the period of
the lease. If a sale and leaseback transaction results in
a finance lease, any excess or deficit of sales proceeds
over the carrying amount is deferred and amortised over
the lease term.

Lease income from operating leases where the Group is
a lessor is recognised in income on a straight-line basis
over the lease term. The respective leased assets are
included in the balance sheet based on their nature.

AEBE(EREEAN)BEE L
BB ZZFEREERZ
ME - BEERBHHEHERSR
RBENRE MEHEREH
EVMENAABEIRERE
NROREAREERE) T
AERE - HEZESEE (N
FREVE B ) Tt AR IS H &
RHERMNERD - SHBEEN
ROERBERBERAE - it
BRAERE RN AR
A& BRI B E 2 frERE
B EEEEPOF R - &
BEETE  AREHNEER
REGHMGEEREGRE R
EREHEMBAZDE K
FEhREREEAERFERL
REERERFHIEENM
ERZBREETAE -

BEEE AR KO HEBANE
AHEARBZEE 5D
BRELHE REKLEHE
fEH Z R (EMBR B HEA
WA Z ER R EE) - REE
HAREREER HRIER
R f—AHERBDEARXZE
HELA-EREMEE  BLE
PSSR BRE E M A8
ek 7r FREEH T ARE R
B3y -

WASEALEA  KE2HE
EENHEBAREREER
HERHERSKA -2 HHE
BEREMEABERER -

ANNUAL REPORT 2018 —Z— \FF3R




'b—~242

Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(=B

FIEERANARBTTREN) BE2018F12A31 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.32

2.33

2.34

Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably. A contingent liability is not recognised
but is disclosed in the notes to the consolidated financial
statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be
recognised as a provision.

Dividends distribution

Dividends distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

Earnings per share

(@) Basic earnings per share
Basic earnings per share is calculated by dividing
the profit attributable to owners of the Company,

by weighted average number of ordinary shares
outstanding during the financial year.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

2.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.34 Earnings per share (continued)

(b) Diluted earnings per share

B RAUARE T T REN)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

2. ERENBEBEE)

2.34 TR (&)

(b)

Diluted earnings per share adjusts the figures used

in determination of basic earnings per share to

take into account the after income tax effect of

interest and other financing costs associated with

dilutive potential ordinary shares and the weighted

average number of shares assumed to have been

issued for no consideration in relation to dilutive

potential ordinary shares.

2.35 Financial guarantee contracts

Financial guarantee contracts are recognised as a
financial liability at the time the guarantee is issued. The
liability is initially measured at fair value and subsequently

at the higher of

BERBERNRE

FRBBEEHET AR
BEEBBRERARZOHH
¥ BRI RFBHAER
H T 1R RUTE N EL A B2 AL
BB EERRA RN
B A KRB B
BB L ARIEER(E
BITH R RO I S 5
2o

2.35 BIGHEIRE A

MBERE O AR E
RREBEE - AEVHEA
AEEFE  HRANLTXE

BEitE

° the amount determined in accordance with the °
expected credit loss model under HKFRS 9

“Financial instruments” and

° the amount initially recognised less, where .

appropriate, the cumulative amount of income

recognised in accordance with the principles

of HKFRS 15 “Revenue from contracts with

customers”.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.35 Financial guarantee contracts (continued)

The fair value of financial guarantees is determined
based on the present value of the difference in cash
flows between the contractual payments required under
the debt instrument and the payments that would be
required without the guarantee, or the estimated amount
that would be payable to a third party for assuming the
obligations.

Where guarantees in relation to loans or other payables
of associates are provided for no compensation, the
fair values are accounted for as contributions and
recognised as part of the cost of the investment.

3. FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including fair value interest rate risk,
cash flow interest rate risk and foreign exchange risk),
credit risk and liquidity risk. The Group’s overall risk
management program focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018

3.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

FINANCIAL RISK MANAGEMENT (continued) 3.
3.1 Financial risk factors (continued) 8.1
(@) Market risk
(i) Cash flow and fair value interest rate risk

The Group’s income and operating cash

flows are substantially independent of

changes in market interest rates as the

Group has no significant floating interest-

bearing assets. The Group’s interest rate

risk mainly arises from bank borrowings.

Borrowings issued at variable rates expose

the Group to cash flow interest risk which is

partially offset by cash held at variable rates.

Loan receivables, other receivables and

amounts due from related parties issued at

fixed rates exposed the Group to fair value

interest rate risk. The maximum exposures to

the interest rate risk have been disclosed in
Notes 20, 21, 29 and 47 respectively.

The Group has entered into some derivatives

to hedge its exposure to interest rate risk for
the years ended 31 December 2018 (2017:

nil).
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZ2018F12A31HLEEE

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(@) Market risk (continued)

(i)

Foreign exchange risk

The major foreign exchange risk exposure
arises from the Group’s importing and
exporting activities and the Group's
borrowings, which are mostly denominated
in United States Dollars (the “US$”). The
Group also has certain bank deposits,
financial assets and financial liabilities that
are denominated in foreign currencies,
mainly US$, HK$ and AU$, which are
exposed to foreign currency translation risk.
The foreign exchange risk is reduced where
the Group is in a position of receiving and
paying the same currency. The Group also
used foreign currency forward contract to
hedge its exposure to foreign exchange
risk for the year ended 31 December 2018.
The maximum exposures to the foreign
exchange risks are disclosed in Notes 19,
23, 27, 29 and 47 respectively.
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Notes to the Consolidated Financial Statements & Bt #& R R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - TESTEIUARBTTAEN) BZE2018F12A31HILEE

3. FINANCIAL RISK MANAGEMENT (continued) 3. HUBEKREREE)
3.1  Financial risk factors (continued) 3.1 MBREBERE)
(@) Market risk (continued) (a) TWEER(E)
(i) Summarised sensitivity analysis (i) HEEENTIEE
The following table summarised the impact T K 8 4t I/ £ %
of increases/decreases of cash flow interest =5l & RINE E
rate and foreign exchange rate on the A/ THREAEER
Group’s consolidated financial statements. SRR B0
%,
The sensitivity analysis for the cash flow RAERENERRER
interest rate risk and foreign exchange risk is K2 5P [ Bz Y B8 K
based on the assumption that: EoMm_ERNAT
fRE% :
(@ Interest rate had been 15% lower/ @ F E&F R
higher from the year end rates with TR EFH
all other variables held constant (for 15% - AT A
example, 11.5% or 8.5% instead of H b & SR
105c)5 B E(m:
115%3485%
MIE10%) :
(b) RMB had weakened/strengthened by b)) ARN:E
10% against US$ and HK$ (pegged 7T & 7 o (i
with US$) with all other variables held x T B8 )
constant. B/ AE
10% @ MATA
H b EH(R
RETE o
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

3. FINANCIAL RISK MANAGEMENT (continued)

BZE20185F 12 A31 BIEFE

3.1 Financial risk factors (continued)

(@) Market risk (continued)

(i)

» 248

Summarised sensitivity analysis (continued)

31 December 2018

Financial assets at
floating interest rates
Cash and cash equivalents
Restricted bank balances
Structured bank deposits

Financial liabilities at
floating interest rates
Bank and other borrowings

Total (decrease)/increase

018512A318

BEBRETAN
SHEE
REbReSEn
SRHBER
BRUERORR

BEBRETAN
AR

BARABER

it (49)/ 81

Carrying
amount

kA

2,845,229
521,542
1,037,900

(1,280,500}

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018

MERSER (&)
3.1 HMBRBERE)
(@) TWEREREE)
(i) BRI E (&)
Cash flow interest rate risk
ReRERERR
-15% +15%
Profit Equity Profit Equity
pei B& Al Bi
(3,132) (8,132 3,132 3,132
(581) (581) 581 581
(512) (512) 512 512
2,802 2,802 (2,802 (2,802)
(1,423) (1,423) 1,423 1,423




Notes to the Consolidated Financial Statements & 381 # Rk 3% M 5+

3.

FINANCIAL RISK MANAGEMENT (continued)

3.1

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

Financial risk factors (continued)

(a)

Market risk (continued)

(i)

Summarised sensitivity analysis (continued)

31 December 2018

Monetary assets

Cash and cash equivalents

Restricted bank balances

Trade receivables

Other receivables

Amounts due from related
Parties

Monetary liabilities
Trade payables
Qther payables
Barrowings

Amount due to a related party

Total (decrease)/increase

0181231

gheE
RERRLEEN
RBHIR L
EREAER
RN
BB

ERER
EREAER
EERER

fa

ER—2BE R
A3t (49)/%1

Carrying
amount

RAfE

665,606
41,130
17411
2,787

112,684

(400,245)
(1,013)
(1,100,357)
(4,668)

MEERERE(E)

3.1

BEREE(F)

(a)

miSER(E)

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

(i)  BBREDVTHHE (B

Foreign exchange risk
AERR
-10% +10%

Profit Equity Profit Equity
& ER A Bi
64,793 64,793 (64,793) (64,793)
4,713 4,713 (4773) (4,773)
10,569 10,569 (10,569) (10,569)
216 216 (276) (276)
7,888 7,888 (7,888) (7,888)
(38,612) (38,612) 38,612 38,612
(101) (101) 101 101
(99,140) (99,140) 99,140 99,140
(350) (350) 350 350
(49,904) (49,904) 49,904 49,904
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

3. FINANCIAL RISK MANAGEMENT (continued)

BZE20185F 12 A31 BIEFE

3.1 Financial risk factors (continued)

(a)

» 250

Market risk (continued)

Summarised sensitivity analysis (continued)

31 December 2017

Financial assets at
floating interest rates

Cash and cash equivalents

Restricted bank halances

Financial liabilities at
floating interest rates
Bank and other borrowings

Total (decrease)/increase

2017128318

BEBRETAN
tHEE

REbResEn

SRHBER

BEBAZTAN
RAR

FREAHER

Al (49)/ 81

Carrying
amount

A

2,766,3%
417,151

(243,500

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018

BIERBERE (&)
3.1 MBEBRRERZEE)
(@) TEERE)
(i)  BRELVIHE(E)

Cash flow interest rate risk

RensH=mER
-15% +16%
Proft Equity Prof Equity
] s et i
3,067) (3,067) 3,067 3,057
(461) (461) 461 461
1,752 1,752 (1,752) (1,752)
(1,766) (1,766) 1,766 1,766




Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

3.

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(@) Market risk (continued)

(i) - Summarised sensitivity analysis (continued)

B ERERE (F)
3.1 BIBEBREZE)
(@) THEERE)

(i)  BBREDVTHHE (B

Carrying
amount
B
31 December 2017 0175127318
Monetary assets EMEE
Cashandcashequivaents B2 BB SZEY 628,354
Trade receivables ERBSER 116,429
Other receivables EffEliRst 1,644
Amounts due from related  FEERRE 0B
Parties 121,751
Monetary liabilities EHER
Trade payables EfE 5% (170,667)
Other payables Htn MR (10,309
Borrowings & (897,606)
Amount due to a related party  [ER—% 88508 (11,178)

Total (decrease)fincrease A3t (B4 /&M

Foreign exchange risk
SHERE
-10% +10%
Prof Equity Proft Equity
il L il i
62,83 62,83 (62,835) (62,835)
11,643 11,643 (11,643 (11,643
164 164 (164) (164)
12,175 12,175 (12,175) (12,175)
(17,056) (17,056) 17,006 17,006
(1,031) (1,031) 1,031 1,031
(89,761) (89,761) 89,761 89,761
(1,118) (1,118 1,118 1,118
(22,149) (22,149 22,149 22,149

Profit represents consolidated profit post
tax; equity represents total equity, including
non-controlling interests.

Other payables include payables for
purchase of property, plant and equipment,
customer deposits and employee deposits
as stated in Note 28.

MR R IR A O
A Mt R A
BEr - BYEIEEH
MEREDS

HiEMNERRERE
BEWE BEK
B2 EATBRER
BEEReREER
& (BRHIzE28) o
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

Credit risk

The carrying amounts of trade and other
receivables, loan receivables, notes receivable
— bank acceptance notes, cash and cash
equivalents, restricted bank balances, structured
bank deposits, debt instruments measured at
FVOCI and amounts due from related parties
represent the Group’s maximum exposure to
credit risk in relation to financial assets.

The Group expects that there is no significant
credit risk associated with cash deposits at banks
and notes receivable — bank acceptance notes
since they are substantially deposited at or issued
by state-owned banks and other medium or large-
sized listed banks. Management does not expect
that there will be any significant losses from non-
performance by these counterparties.

The Group has large number of customers and
there was no concentration of credit risk. The
Group has monitoring procedures to ensure that
follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverability
of these receivables at the end of each reporting
period to ensure that adequate impairment losses
are made for irrecoverable amounts.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

3.

(BABEPN - MESTEINARBETTREN)

BZE20185F 12 A31 HIEEE

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Credit risk (continued)

3.

B ERERE (F)

31 HBREBEZE)

(b)

The Group considers the probability of default

upon initial recognition of asset and whether

there has been a significant increase in credit risk

on an ongoing basis throughout each reporting

period. To assess whether there is a significant

increase in credit risk, the Group compares the

risk of a default occurring on the asset as at the

reporting date with the risk of default as at the

date of initial recognition. It considers available

reasonable and supportive forwarding-looking

information. Especially the following indicators are

incorporated:

internal credit rating;

o external credit rating;

o actual or expected significant adverse

changes in business, financial or economic

conditions that are expected to cause a

significant change to the borrower’s ability to

meet its obligations;

o actual or expected significant changes in the

operating results of the borrower.

(i) Trade receivables

The Group applies HKFRS 9 simplified
approach to measuring expected credit

losses which uses a lifetime expected loss

allowance for all trade receivables.
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

3. FINANCIAL RISK MANAGEMENT (continued) 3. H¥RKRER(E)
3.1 Financial risk factors (continued) 3.1 BBEBREZEE)
(b) Credit risk (continued) b) FERRE)
()  Trade receivables (continued) i) RBRIEZERZIGE)
On that basis, the loss allowance as at 31 BIE Fal B2 R»
December 2018 and 1 January 2018 was 201812 A31 B &
determined as follows for trade receivables: 201841 A1 HAE
BB TETE
Less than More than More than More than
{yearpastdue  1yearpastdue 2yearspastdue 3 years pastdue Total

BEOME  EREEIE  GNEE2F  DWRENE E

31 December 2018 2018E12531A

Gross camyingamount B EfE 655,984 23,205 14,359 26,242 719,790

Bxpected loss rate B 1.58% 42.74% 78.66% 100.00% 8.04%

Loss allowance EEifE 10,385 9917 11,205 26,242 57,839
Less than More than More than More than

Tyearpastdue  1yearpastdue  2yearspastoue 3 yearspast due Total

AHIME  BYEEIF  RUERE  adERdE aif

1 January 2018 0181 A1A

Gross camyingamount B EE 674,957 2878 12,796 23658 734,284
Expected loss rate BHRKX 0.12% 26.27% 71.28% 100.00% 5.50%
Loss alowance ElakE 801 6010 9,888 28653 40352
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE
3. FINANCIAL RISK MANAGEMENT (continued) 3. BXERREE(Z)
3.1 Financial risk factors (continued) 3.1 HEBEBRRZEE)
(b) Credit risk (continued) b) GEERRE)

MN20184 12 31 B E

The closing loss allowances for trade receivables

as at 31 December 2018 reconcile to the opening R IEUE 5 BR X B 4 1) /&5
loss allowances as follows: BRMESEROT ¢
As at 31 December 2017 — calculated 2017612 31 B —1RE

under HKAS 39 BAGHER|E 3955 E 40,3562

Amounts restated through opening BRENBFREEIZEHE
retained earnings -

1201841 A 1 BRIFEEERE

Opening loss allowance as at 1 January 2018

— calculated under HKFRS 9 —RIEB BV BRELREIRAE 40,352
Increase in loss allowance recognised in FARIE R TR A E R AL
profit or loss during the year 17,873
Trade receivables written off during the year S A AT Y [0 Y FE L
as uncollectable B IR (386)
As at 31 December 2018 2018412 A31 H 57,839
(i)  Other financial assets (excluding trade i) EmEsREE(TE
receivables) FEHEWE 5 BR50)
Other financial assets include other EfmemEERR

HAth FE U BR K - 8
WENR - BOAE

receivables, loan receivables, debt
instruments measured at FVOCI and

amounts due from related parties. Bt B EZ 8
ANEMERE W2
&7 T B K fE Uk B8
Bt 5 30 o

The Group uses three categories for other 7N 5= [ ¥ H fth fE Uk

receivables which reflect their credit risk BRFER = EER

and how the expected credit loss provision REEEERR X

is determined for each of those categories. EEEEES

The Group accounts for its credit risk by EEBLEBENR

appropriately providing for expected credit
losses on a timely basis. In calculating
the expected credit loss rates, the Group
considers both historical loss rates and
forward looking macroeconomic data. A
summary of the assumptions underpinning
the Group’s expected credit loss model is as
follows:

X REEBRERE
Bk &R TE
HMEERKEER
REE - £E5TERE
HEEBRRXE
AEEEERESSL
EiE R RATE®
N ABRERE -
REBENEHEE
BRBVEROR
RABFEIT

ANNUAL REPORT 2018 —Z— \FF3R




Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

3.

BZE20185F 12 A31 BIEFE

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(b)

Credit risk (continued)

(i)

Other financial assets (excluding trade

receivables) (continued)

Category
kil

Stage one

Stage two

2B

Stage three

F=BER

Group definition
of category
SEHHEERINES

Customers have a low risk of
default and a strong capacity
to meet contractual
cash flows

RPENRARRERBRERN
RABTAHRTR

Receivables for which there is
a significant increase in credit
risk since initial recognition

BEAEREEERREE
12N e IR K

Receivables for which there
is credit loss since
initial recognition
BEREREELEERL
0 FE UK BR R

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018

3. UBERERE)

3.1 BBEBREZEE)

(b) FERRE)

iy He@mEETE
TR E SERFR) (B)

Basis for recognition
of expected credit
loss provision

Expected
credit
loss rate

BRARAEERARBENEE FHEEEAX

12 months expected credit
losses. Where the expected
lifetime of an asset is less than
12 months, expected losses
are measured at its expected
lifetime

AKA2{H AMTBREERX -
HREREEFERIRN
12 ANEE - BEEXR
REEAFESTE

Lifetime expected credit losses

EEFEHANEREERE

Lifetime expected credit losses

EEFEHANERERRL

0%-5%

0%-5%

5%-30%

5%-30%

30%-100%

30%-100%



Notes to the Consolidated Financial Statements & 381 # Rk 3% M 5+

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Credit risk (continued)

(i)

Other financial assets (excluding trade
receivables) (continued)

As at 31 December 2018, the Group

provided for expected credit loss provision
against other financial assets as follows:

31 December 2018

201812431 R

Other receivables Ef YRR
Loan receivables EER
Debt instruments BARBEEEEE
measured at FVOCI STAR ARG W
MEEIA
Amounts due from Fe Ui R 7 510R

related parties

3.

Expected
loss rate

BARAR

53.60%
5.56%

0.00%

0.00%

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

MEERERE(E)

31 HBREBEZE)

(b) FEERRE)

(i)

Hiv o mEE(TE
TR E S8R50 (&)

MR 201844 12 A 31
B AEENHAM

TREENTEMGE
BiEAEBOT

Carrying
amount
Gross Expected (net of
carrying  creditloss  impairment
amount provision provision)
RAGE REEMHK
AREE BXBE  HERR)
RMB’000 RMB’000 RMB’000
ANEREFT AREFT ARETZT
379,729 (203,516) 176,213
805,119 (44,791) 760,328
66,376 - 66,376
185,906 - 185,906
1,437,130 (248,307) 1,188,823

ANNUAL REPORT 2018 —Z— \FF3R

257 4



» 258

Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

3.

For the year ended 31 December 2018

BZE20185F 12 A31 BIEFE

FINANCIAL RISK MANAGEMENT (continued) 3.

3.1

Financial risk factors (continued)

(b)

Credit risk (continued)

(i)

Other financial asset
receivables) (continued)

As at 1 January 2018,

s (excluding trade

the Group provided

for expected credit loss provision against

other financial assets as follows:

1 January 2018

2018%1H1H

Other receivables

Loan receivables

Debt instruments
measured at FVOCI

Amounts due from
related parties

Expected
loss rate
EHBEAX
Eth RN 67.99%
ERER 100.00%
BRAABEAEEAES
st AR AR S as
HEKIA 0.00%
FEd R 7 500R
0.00%

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

BRRERE (&)
3.1 BBEBREZEE)

(b) FERRE)

iy HteBEETE
RERKE SRR (&)
201851818 -
REERHE A& R
BEEMTEREEE
KBEWT
Carrying
amount
Gross Expected (net of
carrying creditloss  impairment
amount provision provision)
BEEE  REEGR
BEREE BEERE  WERE)
RMB’000 RMB’000 RMB’000
ANEEFT ANEEFT ARETZT
643,591 (437,551) 206,040
47,000 (47,000) =
92,506 = 92,506
173,951 - 173,951
957,048 (484,551) 472,497




Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(i)

For the year ended 31 December 2018

BZE20185F 12 A31 HIEEE

3. BXERREE(E)
3.1 FBEREBRREZEE)
(b) Credit risk (continued) b) EERERE)
Other financial assets (excluding trade iy EHieREETE
receivables) (continued) TR SRR (B)
The closing loss allowances for other R2018%F12H31H
financial assets as at 31 December 2018 B E A5 Bl & E 8
reconcile to the opening loss allowances as FREEREBERSE
follows: 1) &5 18 % 45 ¥ AR a0
I
Debt Amounts
instruments due from
Other Loan measured related
receivables  receivables at FVOClI parties
EANRER
FEEH
L5 PN
Hirira
KEH El
Htn IR EWER BEIR BEBEAIRE
Asat 31 December 2017 2017512 A31 H
- calculated under ~REB B E
HKAS 39 F 39 437,551 47,000 - -
Amounts restated through B iBE BRI ES
opening retained eamings 7 4% = = - -
Opening loss allowance 20181 A1 8K
asat 1 January 2018 FOEBERE
— calculated under ~REBBHERS
HKFRS 9 EA|Eo%HE 437,551 47,000 = -
Decrease in loss allowance  FRRIBETHER
recognised in profit or HNEERERD
loss during the year (234,035) (2,209) - -
As at 31 December 2018 R20184% 12 A31 H 203,516 44,791 - -
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(c) Liquidity risk

The liquidity risk of the Group is controlled by
maintaining sufficient cash and cash equivalents,
together with adequate banking facilities.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based on
the remaining period at the balance sheet to the
contractual maturity date. The amounts disclosed
in the table are the contractual undiscounted cash
flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is
not significant.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

3. UBERERE)

3.1 BBEBREZEE)

(c)

RBESERE

AEENRBE S RARE
BREFKARREMATE
B UREHRITEER
RREES] o

TREAKESBRAEN
O - MEEBREEHNE
HIR B RISREAR - 2B
BES2EEANHRA
Al e RAWENSERLD
ENARFTRRERE - 8
K128 B AZIERRIEREE -
RIFBELETIK - ZFEH
BENHRMERE °



Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

3.

(Allamounts in RMB thousands unless otherwise stated)

(A BB -

FINANCIAL RISK MANAGEMENT (continued)

Financial risk factors (continued)

Liquidity risk (continued)

At 31 December 2018

Borrowings

Interests payable on borrowings ()

Trade payables
Other payables
Amounts due to related parties
Derivative financial instruments

At 31 December 2017

Borrowings

Interests payable on borrowings ()

Trade payables

Other payables

Amounts due to related parties

Finance lease liabilties

Interest payments on finance
lease liabilties (i)

Derivative financial instruments

220185124317

f
&5

St

St

JERHE 0
EREAER
EHERER
ERERLR
EERIA

0175127318

[H
B

ind

ETERHE )
EGE
BN
JERBR
HARERE
BElEaR
HEE()
iTEERIA

s oF oF
S St

B RAUARE T T REN)

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

3. UBEBRERE)

31 BBEBEZE)
(c) wBELER(E)

Less than Between Between
iyear 1and2years 2and5years  Over5years Total
15/ 1228 2B5E 5EHE &t
2,608,357 162,000 - - 2,765,357
68,425 6,434 - - 74,859
4,157,453 - - - 4,157,453
821,509 - - - 821,509
59,118 - - - 59,118
15,778 - - - 15,778
7,725,640 168,434 - - 7,894,074

Less than Between Between
Tyear  1and2years  2and5years Qver 5 years Total
1R 122% 255% 5EL E H
1,890,206 235,500 - - 2,125,706
45,390 7,713 - - 53,103
3,517,538 - - - 3,517,538
692,271 - - - 692,271
73,251 - - - 73,251
198,497 - - - 198,497
11,688 - - - 11,688
9,036 - - - 9,036
6,437,877 243213 - - 6,681,090
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BABEAN ESEINARBTTREN) BE20185F12A31HILFE

» 262

(c) Liquidity risk (continued)

(i) The interest on borrowings is calculated
based on borrowings held as at 31
December 2018 and 2017 without taking
into account extension or refinancing of the
borrowings in future. Floating-rate interest is
estimated using current interest rate as at 31
December 2018 and 2017 respectively.

(i)  The interest on finance lease is calculated

3. FINANCIAL RISK MANAGEMENT (continued) 3. BXRRERE(E)
3.1 Financial risk factors (continued) 3.1 BiBEBREZEE)

(c) HBESRARR(ZE)

() B EE20184
201712 431 H
RAENEREE -
N AR R IE H# ok
ENEEBER F
B) FI % 5 51| #2018
F 2017412 A 31
HEE R R(EE o

(ii) )542017512)5131

based on remaining balance of finance lease CREHEER A
liability and the interest rate implicit in the Hzﬁﬁ}—l—mﬂﬁfﬁ E85
lease as at 31 December 2017. L,uﬁﬁ*&ﬁ“ﬂfﬁﬁ%ﬁ
HFEEE
3.2 Capital risk management 32 EBoRBRER
The Group’s objectives when managing capital are to AEENESBEEBER 2K

safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an

EASERSEREEERE
BEZES  URIREERE
H RAERBEEOERKES

optimal capital structure to reduce the cost of capital. WA - WHRRENE R
LUK E 2B o
In order to maintain or adjust the capital structure, the BERNABREARLER A&

Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of the debt-to-
capital ratio. This ratio is calculated as total debt divided
by the total capital. Total debt includes current and non-
current borrowings, other long-term payables and loans
from related parties. Total capital includes non-current
borrowings and equity attributable to owners of the
Company.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

BRI EREBEN TREMK
B MRRBEEEAS &
TR BB ERIEET

AEERRBEREEARL X
EREARMRN - ZLLERRBER
RERARER - BRAERE
ERBRIFRBENR - Hit &
HEMNER @B ER - &
ERBRIFABDERLEBR
AN BEmFF B EEER o
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(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

3. FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital risk management (continued)

Total debt (ERERE
Total capital WER
Debt-to-capital ratio BIHE B AN &

As at 31 December 2018, the ratio declined due to
repayment of other long-term payables and loan from
a related party and increase in equity attributable to
owners of the Company.

Fair value estimation

The table below analyses financial instruments carried at
fair value, by valuation method. The different levels have
been defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

° Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2).

o Inputs for the asset or liability that are not based
on observable market data (that is, unobservable
inputs) (level 3).

The following table presents the Group’s assets and
liabilities that are measured at fair value at 31 December
2018 and 31 December 2017.

3. BXERREE(Z)

3.2

3.3

EeRBER (&)

2018 2017
2018 F 2017 &
2,789,288 2,392,657
17,569,586 14,147,679
15.88% 16.91%

R20184F 12 A31H + tLbETBE
EEEE M REERNRR - —&
Bt ER R BN AR AR
P A& R RERR IR INATEL

RAEEMGE

TREBHEEEDTIRARE
BEfES I E - R E&H
REWMT :

s (ARBEEXAEBEMNERT
BRECREHE) (F1
R e

e HBRBEERE—HRHOBME
o BERBEHITER
H# (BB ) k(B
REBERE)BAER(F
2%) °

. UHBRBTBETSER
METNAES A ENE
AE R (BIF T BE %
NER (E3HR) -

TREVAEER2018F 12 A
318 F2017E 12 A31 BIR A
REEFENEERERE -
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BABEAN  ESEINARBETTREN)

BZE2018F 12 A31 HIEFE

3. FINANCIAL RISK MANAGEMENT (continued)

3. MBERERE)

3.3 Fair value estimation (continued) 3.3 AnBEM#EE)
Level 1 Level 2 Level 3 Total
F14 F28 F34 &5t
At 31 December 2018 12018512431 R
Assets E
Financial assets at fair value through BRAEBE2 ARSI ABER
profit or loss (Note 17) ZemAE(ME17)
- Money market funds —EWmEES 4,863,936 - - 4,863,936
— Financial investment products —ERREEM - - 1,211,991 1,211,991
- Bond market funds -EHmEES 30,725 - 199,826 230,551
- Investment funds -REEE - - 208,028 208,028
— Equity investments —IRiERE - - 243,120 243,120
- Listed equity interests — bR 52,737 - - 52,787
Financial assets at fair value through BAABEE AR AL
other comprehensive income (Note 16) &z &z 7 2B &E (K 16)
— Debt securities ~ERES 66,376 - - 66,376
- Equity investments — iR E - - 421,000 421,000
Structured bank deposits (Note 24) EEMRTER (HE24) - 1,000,000 - 1,000,000
Notes receivable - bank acceptance YRR - RITEE
notes (Note 22) EZ (Hizt22) - - 1,364,128 1,364,128
Derivative financial instruments ITASRIE
- Trading derivatives -BETATA 2,157 = = 2,157
5,015,931 1,000,000 3,648,093 9,664,024
Liabilities =L
Derivative financial instruments TESBIA
— Trading derivatives -BET4EIH 707 15,071 - 15,778

» 264

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F




(Allamounts in RMB thousands unless otherwise stated)

At 31 December 2017
Assets
Financial assets at fair value through
profit or loss (Note 17)
- Money market funds
- Financial investment products
- Bond market funds
Avaiable-for-sale financial assets (Note 15)
- Debt securities
Derivative financial instruments
- Trading derivatives

Liabilities
Derivative financial instruments
- Trading derivatives

Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

R2017F12A31R

g

BAGEEIEAHED
SABRREREAE (17)
-EBmEES
—SRREER
—~EETEES

ML ESRAE (M 15)
—ERES

ITESBIA
-EEf4TR

af&
TESBIA
-BEf4TR

For the year ended 31 December 2018 and 2017, there
are no transfers among levels of the fair value hierarchy

used in measuring the fair value of financial instruments,

and also no changes in the classification of financial

assets as a result of a change in the purpose or use of

those assets.

3. BXERREE(Z)

3.3 RARhEEMHMTE)
Level 1 Level 2 Level 3 Total
F10 F280 £330 Bt
1,299,193 - - 1,299,193
- - 1,433,801 1,433,801
33,243 - - 33,243
92,506 - - 92,506
209 - - 209
1,425,151 - 1,433,801 2,868,952
5,706 3,330 - 9,036

H E20184F K& 2017 F 12 A 31

BEFE B TAAAEE
AEMERAARBEBMRREAR
BELER  BERERZEZ
FEERNNERAMNE SR
BENDE -
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

3. FINANCIAL RISK MANAGEMENT (continued) 3. BXRRERE(E)
3.3 Fair value estimation (continued) 3.3 QAR EEMHTE)

ST KAREFEAREE

3.3.1 Fair value measurements using quoted prices

» 266

(Level 1)

The Group’s trading fund investments, classified
as level 1 financial assets, are the money market
funds acquired from certain financial institutions
whereby the Group is expecting to earn short-term
gain from the funds. The fair values of the trading
funds are determined based on the quoted market
prices at the balance sheet date (Note 17).

The Group’s bond market fund investments,
classified as level 1 financial assets, mainly invest
in debentures with fixed and floating interest rates
whereby the Group is expecting to earn interests
from the funds. The fair values are determined
based on the quoted market prices at the balance
sheet date (Note 17).

The Group’s debt securities investments, classified
as level 1 financial assets, are investments in
debentures with fixed interest ranging from
3.25% to 6.25% and maturity date between
October 2020 and June 2021. The fair values are
determined based on the quoted market prices at
the balance sheet date (Note 16).

The Group’s derivative financial instruments,
classified as level 1 financial assets, are the iron
ore future contracts entered into by the Group
and certain financial institutions. The fair values are
determined based on the prices on the Singapore
Futures Exchange at the balance sheet date (Note
40).

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

(B8

AEEARZGNESRE
(PERFIGEREE)
TIRAETEREEREEN
EEmGES Bt A
SEEAEZEES RN
Rl - IRSESH
DR EBETIZEE BR
mEEE (aE17)

AEENESMISERER
B(hBERFIRCHE
E)XTEREREERZE
BAEMES - Bt A
EBE B%EE SRR
B AR BEDNRE
HEHMMmESE (M=
17) °

AEENEBELFKRE
(PEREIRERMEE)
TR F3.25% = 6.25%
B EE R =T B R EHA
20204 10 A = 2021
FOAMBEET ZIRE -
DABENIEEE A AR
mEETE (fisE16)

AEEFTESBMTAE(H
BMARAF1LEREE) AL
SEEETSREBTL
ZEBEAREEH - 2
BETYIRAE B3 i
BER S EREE (K
5£40) °
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

3. FINANCIAL RISK MANAGEMENT (continued) 3. BXERREE(Z)
3.3 Fair value estimation (continued) 3.3 DAnrfEEMHE(E)

BT EAREFEQNABE

3.3.1 Fair value measurements using quoted prices

(Level 1) (continued)

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

The Group’s listed equity interests, classified
as level 1 financial assets, are the shares of
a company listed on the Main Board of the
Shenzhen Stock Exchange. The fair values are
determined based on the share price at the
balance sheet date (Note 17).

3.3.2 Valuation techniques used to derive fair

values (Level 2)

The Group’s structured bank deposits, classified
as level 2 financial assets, represent financial
instruments placed by the Group to bank in
Mainland China for a term within one year. The
Group entrust the bank to make investment mainly
in financial derivatives related to USD 3 month
LIBOR. Principles are guaranteed with floating
returns. The products cannot be traded until the
maturity date but could be early terminated by the
issuing bank. The fair values are determined based
on LIBOR (Note 24).

(B18R) (&)

AEENTTEERIA
(PBRRFEIRERAR)
RAEEEES TEREE
EIRAPA= 1) ZEPSE: S3€ DG
5640 BEHENZAR
BENZEER LEHE
RZFNBREE -

REBH EmREER
(DBAFIREHEE)
R—RERRYIEZFRZ SR
TR EMHRFRD - 2
REBEDREERAZKRE
BEE (MEE17) -

332 ARFTEQAREEZMEE

15 (% 24)

REBNEBHERITE
H(DEAF2REME
E) BASEBEEFE KR
RITETIF A — FHALA A
ZEETHE - AEBZEZ
RITRBRESMEAELR
FIRITRIZEFEFEH S
BMOTETEMERIRE - K
D LU B EER © 3%
SEMEZIHBRAA
BE  BRTERTAURE
BRIk - ARBEIERS
HERTTRIZEHFEFRETE
(Mi7E24) o
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(Allamounts in RMB thousands unless otherwise stated)

B BEBAUNARBTTRAERN) HE2018F 1231 BILFE

FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

3.3.2 Valuation techniques used to derive fair

values (Level 2) (continued)

The Group’s derivative financial instruments,
classified as level 2 financial liabilities, comprised
foreign currency forward contracts and foreign
currency and interest rate swap contracts entered
into by the Group and certain financial institutions.

The foreign currency forward contracts as at 31
December 2018 comprised contracts with notional
principal amounts totalling USD 270.7 million
(equivalent to approximately RMB 1,858.2 million).
The fair values are determined using forward
exchange rates at the balance sheet date, with the
resulting value discounted back to present value.

The foreign currency and interest rate swap
contracts as at 31 December 2018 comprised an
exchange of principal amounts dominated in USD
of 28.5 million for principal amounts dominated in
RMB of 196.2 million and an exchange of interest
rates of borrowings dominated in USD and RMB.
The fair values are determined based on the
difference of above.
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(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESTEINARBETTREN)

FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

3.3.3 Fair value measurements using significant

unobservable inputs (Level 3)

The Group’s financial investment products,
classified as level 3 financial assets are issued by
banks and trusts. Buyers of these products entrust
the banks and trusts to make investment. The
products issued by banks mainly invest in money
market and bond market. The ones issued by
trusts mainly invest in bond market and income
right market. Principals and returns of such
products are not guaranteed. These products
cannot be traded but could be early terminated by
the issuing parties. The fair values are determined
using discounted cash flow model, the main
inputs are the expected yield rates which are an
unobservable data.

The Group’s bond market fund investments,
classified as level 3 financial assets, mainly invest
in debentures. The fair values are determined
using discounted cash flow model, the main
inputs are the expected yield rates which are an
unobservable data.
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

3.3.3 Fair value measurements using significant

unobservable inputs (Level 3) (continued)

Quantitative information about fair
value measurements using significant
unobservable inputs (Level 3)

Fair value at

Description 31 December 2018  Valuation Technique

120185

12A31H
Hit ZRAEE ERD
Financial investment products 1,211,991 Discounted cash flow
TRREER EREER
Bond market funds 199,826  Discounted cash flow
EFmEES HREER

The Group’s other financial assets, including
investment funds and equity investment are mainly
related to equity assets. These investments do not
have any quoted market price in an active market.
The fair values are determined using valuation
technique, including discounted cash flow
model and comparable market value. The main
unobservable inputs are the risk-adjusted discount
rate, earnings growth factor, price-earnings ratio,
price-book ratio, volatility, lack of marketability
discount and etc..
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

3. FINANCIAL RISK MANAGEMENT (continued) 3. HBEREKRERE(E)
3.3 Fair value estimation (continued) 3.3 RAREEMHTE)
3.3.3 Fair value measurements using significant 333 FHEARTABERAE
unobservable inputs (Level 3) (continued) ZARBHEE(FEIR)
(%)
The fair value of notes receivable-bank acceptance R 201844 12 A 31 HAYJE
notes as at 31 December 2018, classified as WEE - BT ALEZ
level 3 financial assets, are determined based on (DHEAFIREMEE)
present value using discount rates which are an A BE Ty EAELIR =X
unobservable data. (TR EREER) ENRE
= Hnal
3.4 Fair value of financial assets and liabilities measured at 3.4 REBHEKAFTECERMEER
amortised cost BEZAREE
The fair value of the other financial assets and liabilities AEBNEMEHREERBE
of the Group are disclosed in the relevant notes of these BA R BEREERZEYBER
financial statements. FHABRMIRE ©
4. CRITICAL ACCOUNTING ESTIMATES AND 4. BIREEHARTRAE
JUDGEMENTS
Estimates and judgements are continually evaluated and fET R A M e AR - LREB
are based on historical experiences and other factors, EEBRMHECRARETHATE 2
including expectations of future events that are believed to be REBRER MEEREENH AR
reasonable under the circumstances. FFHES -
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(BREEEBIN  FTESEIUARBTTREN) BZ2018F12A31HLEEE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

The Group makes judgements, estimates and assumptions

concerning the future. The resulting accounting judgements

and estimates will, by definition, seldom equal to the related

actual results. The judgements, estimates and assumptions

that have a significant risk of causing a material adjustment to

the carrying amounts of assets and liabilities within the next

financial year are discussed below.

(@)

Impairment of loans and other receivables

Management assessed the impairment of loans and
other receivables based on expected credit losses
(“ECL”) methodology. The impairment of individually
significant loans and other receivables were assessed on
an individual basis based on management’s estimates
of discounted future cash flows. Individual insignificant
loans and other receivable balances were grouped
based on their credit risk characteristics for evaluation.
The collective impairment provision was determined by
management based on historical loss experience, taking
into considerations of forward looking macroeconomic
data, industry risk and other circumstances.
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4.

(Allamounts in RMB thousands unless otherwise stated)

(BAEEPN - ESEINARBETTRENR)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

Current and deferred income taxes

The Group is subject to income taxes in numerous
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which the
ultimate tax determination is uncertain. The Group
recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the current and deferred
income tax assets and liabilities in the period in which
such determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it to be probable that future
taxable profit will be available against which the
temporary differences or tax losses can be utilised.
Where the expectation is different from the original
estimate, such differences will impact the recognition of
deferred tax assets and taxation in the periods in which
such estimate is changed.

Impairment of property, plant and equipment

The Group reviews property, plant and equipment
for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable, in accordance with the accounting policy
stated in Note 2.11. The recoverable amount of a cash
generating unit (“CGU”) has been determined based on
higher of value-in-use and fair value less costs to sell.

4.

For the year ended 31 December 2018
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(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(©

Impairment of property, plant and equipment (continued)

In assessing the recoverability of the property, plant and
equipment that had impairment indicators, management
identified the relevant CGUs to which these property,
plant and equipment belong, and estimated the
recoverable amounts of these CGUs based on the higher
of their fair value less costs of disposal (“FVLCOD”) and
value in use (“VIU”) calculation. Management applied
significant judgements in determining the FVLCOD and
VIU. The key assumption adopted in the calculations of
FVLCOD was the estimated disposal considerations.
The key judgements adopted in the VIU calculation
included:

e growth rates to extrapolate revenue and cash flows
within and beyond the budget period;

e gross margin; and

e discount rate.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expenses. These
estimates are based on the current market condition as
at the balance sheet date and the historical experience
of manufacturing and selling products of similar nature.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

5.

SALES AND SEGMENT INFORMATION 5.

(@)

Sales

The Group is principally engaged in the manufacture and
sale of iron and steel products, trading of steel products
and iron ore and real estate business. Sales recognised
for the years ended 31 December 2018 and 2017 were

as follows:
Sales SHER
— H-section steel products — HAYHH =
— Strips and strip products — A & A S 28 EE
— Rebar — BRA 3
— Iron ore —HEA
— Sheet piling — iR A5
— Cold rolled sheets and — RBLAR R SE AR
galvanised sheets
— Billets — IR
— Real estate —EHiE
— Others —Hfth

HERERDHER

(@) HHE®R

AEETENEREREEH
HER WEERLEBELE
SLARFEHEZER - B Z£2018
FR2017F12A31BIEFER
R EREMT ¢

2018 2017

12,440,612 10,771,405
11,554,034 12,454,251
7,318,931 6,801,032
3,345,394 2,458,149
2,158,645 1,475,948

1,412,960 1,357,813
1,120,929 4,006,271

194,222 1,138,091
1,236,575 889,636

40,782,302 41,352,596
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(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

5. SALES AND SEGMENT INFORMATION (continued)

(b)

Segment information

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

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

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

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

The chief decision-maker assesses the performance of
the operating segments based on a measure of revenue
and operating profit. This measurement is consistent
with that in the annual financial statements.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

(Allamounts in RMB thousands unless otherwise stated)

B RAUARE T T REN)

(A BB -

5. SALES AND SEGMENT INFORMATION (continued)

(b)

Segment information (continued)

The segment information provided to the chief decision-
maker for the reportable segments for the year was as

follows:

Revenue

Segment results:

Operating profit

Finance costs — net

Impairment loss on investment
in an associate

Share of results of associates
and a joint venture

Profit before income tax
Income tax expense

Profit for the year

Other profit or loss items
Depreciation and amortisation

Capital expenditure

A
DERM
SRR
BITSHR —$ 4
R AT
AR
R R A AR
—FA DR
TS BB
Gt
R
Rt RRER
T R
ERM

5. WEHERIBES(E)

(b)

DEEM (&)

RERBEDEBRETERR

RANDRERZ5T

Year ended 31 December 2018
HZE20185 12 A31 HILEE

Iron and steel Real estate Total
£t 85 EE a5t
40,588,080 194,222 40,782,302
6,404,759 56,318 6,461,077
(124,617) (977) (125,594)
(34,122) - (34,122)
(1,941) - (1,941)
6,299,420
(1,438,899)

4,860,521

1,158,805 1,459 1,160,264
838,407 6 838,413
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(=B

5.

P ERIGUARE T ITREA)

BZE20185F 12 A31 BIEFE

SALES AND SEGMENT INFORMATION (continued)

(b)

Segment information (continued)

5.

HEBER D HER ()
b) AEER(E)

Year ended 31 December 2017
HZE2017F12 A31 HILFEE

Revenue

Segment results:
Operating profit
Finance income/(costs) — net

Share of results of associates
and a joint venture

Profit before income tax
Income tax expense

Profit for the year

Other profit or loss items
Depreciation and amortisation

Capital expenditure

[ron and steel Real estate Total
i EihE =
ON 40,214,505 1,138,091 41,352,596
DEELE -
SRR 6,309,884 95,311 6,405,195
B A ()
—F=E 2,925 (779) 2,146
FE(RERE R A K
—REETEXE 389 = 389
BR FTIS R AT & 6,407,730
FriSiE A (1,524,566)
FERA 4,883,164
HitigR1BH
e K 1,066,562 1,555 1,068,117
EAREX 1,173,580 8,028 1,181,608

Segment assets are those operating assets that are

employed by a segment in its operating activities.

Segment assets are determined

after deducting related

allowance that is reported as direct offsets in the balance

sheet. Segment assets consist

primarily of leasehold

land and land use rights, property, plant and equipment,

investment properties, intangible assets, investment

in associates and a joint venture, properties under

development and held for sale, prepayments, deposits

and other receivables, inventories, trade receivables,

amounts due from related parties, notes receivable,

restricted bank balances and cash and cash equivalents.
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Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

5. SALES AND SEGMENT INFORMATION (continued)

(b)

Segment information (continued)

Segment liabilities are those operating liabilities that result
from the operating activities of a segment. Segment
liabilities consist primarily of other long-term payables,
deferred revenue, amounts due to related parties, trade
payables, contract liabilities and accruals, advances and

other current liabilities.

The segment assets and liabilities as at 31 December

2018 were as follows:

Segment assets

Segment assets for reportable
segments

Unallocated:

Deferred income tax assets

Financial assets at fair value through
other comprehensive income

Financial assets at fair value
through profit or loss

Loan receivables

Derivative financial instruments

Structured bank deposits

Prepaid current income tax

Total assets per balance shest

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

B BEBUAARBTTREMN) HE2018F 1231 BILFE

5. WEHERIBES(E)
b) AEER(E)

DEBE DAL BB
BEMEERE HEEE
EZRFEHMRBBMNER &
YA - FETEREE T 5RIE - B
NESER  aNBENULER
RER - BWFIERHEAR
BfE-

M20184 12 A31 B D EEE

NEEWT :
Iron and steel Real estate Elimination Total
ik EiE e I
18,543,674 743,796 (77,179) 19,210,291

19,210,291
RAW :
BRFEHEE 270,989
BALEETEAHBHH AL

Rl RRAE 487,376
BRABEMEAEZHHA

Bak SHAE 6,810,363
W 760,328
fTEeRIA 2,157
GERIRTRER 2,037,900
RS G 29,176
AERERANEEE 29,608,580
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZ2018F12A31HLEEE

5. SALES AND SEGMENT INFORMATION (continueqd) 5. HEERIBER(£)
(o)  Segment information (continued) (b) DEBEE(E)
Iron and steel Real estate Elimination Total
k] EiE e Bt
Segment liabilities AHEE 7,775,971 355,206 (77,179) 8,054,088
Segment liabilties for reportable  HED BN FEE
segments 8,054,088
Unallocated: FOmE
Current income tax liabilties BHEHAR 1,070,382
Current borrowings REfE T 2,603,357
Non-current borrowings EREER 162,000
Derivative financial instruments fASRIA 15,778
Dividends payable RS 144
Deferred income tax liabilities EiEmEHaRE 21,283
Total liabilities per balance sheet BEBBRANEEE 11,927,032
The segment assets and liabilities as at 31 December M2017E12 A31 AW D ZPEE
2017 were as follows: FaEwmT :
Iron and steel Real estate Elimination Total
i f FiE iR =
Segment assets PHEE 20,261,026 776,629 (90,283) 20,947,372
Segment assets for reportable RENBMAHERE
segments 20,947,372
Unallocated: RO
Deferred income tax assets ERFEHERE 179,339
Avallable-for-sale financial assets A ESREE 432,111
Derivative financial instruments fTEemIA 209
Financial assets at fair value ROLEEZAEED
through profit or loss STABRRERHEE 2,766,237
Prepaid current income tax B2 G 80,101
Total assets per balance sheet BEABRNNEEE 24,405,369
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For the year ended 31 December 2018

(BRREERBIN - TESTEIUARBTTAEN) BZE2018F12A31HILEE

SALES AND SEGMENT INFORMATION (continued) 5.

(b)  Segment information (continued)

HEERDBER (E)

b) AEER(E)

Iron and steel Real estate Elimination Total
e FHE A =
Segment liabilities AHaE 6,936,633 364,123 (90,283) 7,210,473
Segment liabiliies for reportable  RESBEHHEE
segments 7,210,473
Unallocated: AOE
Current income tax liabilities EEFEHAR 916,449
Current borrowings REED 1,890,206
Non-current borrowings ERBER 235,500
Derivative financial instruments TESRIA 9,036
Dividends payable FERTARS 132
Deferred income tax liabilties BEFEHER 38,805
Total liabilities per balance sheet BEABRAMNEAE 10,300,601
LEASEHOLD LAND AND LAND USE RIGHTS 6. HELHFEITiFERE

The Group’s interests in leasehold land and land use rights
represent the prepayment for the operating lease, the net book
value of which is analysed as follows:

At 1 January ®1A18
Amortisation of leasehold land FHE i %+
and land use rights (Note 35) {5 PR w8 (FYRE35)

At 31 December 2018 7R2018F 12 31 H
As at 31 December 2018, the net book value of leasehold

land and land use rights pledged as security for the Group’s
borrowings amounted to approximately RMB 53 million (2017:

RMB 54 million) (Note 29).

The Group’s leasehold land and land use rights are all located
in the PRC and the remaining lease period is between 25 years
to 49 years.

REBERE 30 N 3 (E R
SIEREEERNFIR - REREF
EDHTEAT:

2018 2017
187,311 193,123

(5,812) 5,812)
181,499 187,311

R2018F 12 A31 H » AAREEZ &
AR IR TR S + 3 Ko + i FfE 2
BREFELAARES53008 7t (2017
F: AR¥5,40087T) (HizE29) °

R B W FEE £ 3 Ko 4 0 5 R RS
RAE - SR NN T25F E494F -
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEAMN  FRSBEANARETIREN) AE2018F 1231 BILFE
7. PROPERTY, PLANT AND EQUIPMENT 7. Y¥E- - BERSRE
Furniture and Leasehold
Buildings ~ Machinery fixtures Vehicles ~ improvements ClP Total
A
BF  BEME MR e £ ERIE &it
Year ended 31 December 2018 BE8E 12731 HILER
Qpening net book amount ENEDSE 2639900 42338579 28,467 41,046 - 1106590 8,160,582
Addtions TE 11,121 18407 9319 29,975 - 109,207 838,020
Addiion rom acauirng astbsidary (Note 45 BB AT 45) - - o1 - - - o
Transfer from CIP ERIREN 141,886 1,193,207 2464 1,69 - (1,300,340) -
Disposalof a subsicary (Nofe 44) BB (i) - (37,581) - (1,690) - - (39,277
Disposels Note 43} HE () (0049 (167,629 (26) (61,608 - - (268489)
Depreciation (Note 5] HE(H) (200,082) (910,022) (4:301) (16,967) - - (113137
(Closing net book amount EXEATE 2,553,716 4,475,051 36,014 18,449 - 476,457 1,559,747
At 31 December 2018 018127318
Cost i 4660490 13,678,617 146,344 94,650 1,837 488616 19,070,054
Accumulated depreciation ZiE (1,715,378 (8,092,529 (104,886) (12,73) (1,337) - (9,986,865
Impaiment BE (o13%)  (1,111,087) 544 (3.466) - (12159 (1523440
Net ook amount FO%E 2,563,716 4,475,051 36,014 18,449 - 476,457 1,550,747
Fumture and Leasehold
Buildings Machinery fixtures Vehicles  improvements op Total
HEnz
B2 EERE  HOEG g 5 REIR ait
Year ended 31 December 2017 HENMTERAMN BLEE
Opening net book amount ENERRE 2,809,010 4610572 31,287 30,092 - 557 445 8,038,406
Audtions ME 1,166 55,71 29% 220 - 1,081,087 1,173,199
Transfer from CIP ERIREA 2968 502,269 - - - (331,892) -
Disoosals (Nots 43 HHE (i) 049 (3,307 %) 5%) - - 6.28)
Depreciation (Note 35) fi (i 30) (9955 (826,72 B779 (12681) - - (TR
Closing net book amount EREESH 2,639,900 4338579 28467 47,046 - 1,106,590 8,160,082
At 31 December 2017 RNTE12531R
Cost B 460703 12975,102 186,525 161,023 1337 1118749 18998771
Accunulted depreciton 2i1E (575799  [5187%) (101614 (11051) (1337 - (308055
Impaiment BE 09133 (1117729 6444) 3466) - (2159 (1530134
Net book amount K76 2,639,900 4338579 28467 47,046 = 1,106,590 8,160,682
()  During the year ended 31 December 2018, the disposals of () HZE2018F12 AT HIEFER -

HEWE BERRBEIECER
MPE TELAERMMENE T2
TR

property, plant and equipment mainly comprised scrapping
of certain buildings and machinery as a result of the shut-
down of certain old production line.
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

7. PROPERTY, PLANT AND EQUIPMENT (continued)

Depreciation expenses have been charged to the consolidated
statement of profit or loss as follows:

Cost of sales SHERA
Administrative expenses TEER

As at 31 December 2018, the net book value of property, plant
and equipment pledged as security for the Group’s borrowings
amounted to approximately RMB 645 million (2017: RMB 859
million) (Note 29).

For the year ended 31 December 2018, borrowing costs
amounted to approximately RMB 2 million (2017: RMB 2
million) were capitalised in the cost of property, plant and
equipment at an annual average capitalisation rate of 3.60%
approximately (2017: 3.60%).

Buildings and machinery includes the following amounts
where the Group is a lessee under several finance lease
arrangements arising from a sale and leaseback:

Cost — capitalised finance leases
Accumulated depreciation BT

Net book amount BREFE

A —ENMCRERE

M3 BERRE(E)

ERE S ERR PRI ER
T

2018 2017
1,103,900 1,009,310
27,472 35,432
1,131,372 1,044,742

MR20184F 12 A 31 B » BAEEER
TERB 2 ME - BB KRB REF
BEHAREB45EITT(2017F : AR
¥ 8.59187T) (FizE29) -

HZE2018F 12 A31 HILFE X
R AREE200& 7L (2017 F = A
R¥200B L) BIRFEFHER L
R #73.60% (2017 £F : 3.60% ) EANL,
RYE - BB REEERKA

BFRBSREBEATIR A&
BARELEROEZBERERELR
PR AN

2018 2017

- 200,000
- (73,031)

- 126,969
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

8. INVESTMENT PROPERTIES 8. WREYX

The investment properties are located in the PRC and their net WEYEMNRPE - ZEEEFED

book value are analysed as follows: e

Year ended 31 December 2018

HZE20185F 1231 BILEE

Opening net book amount FARREFE 238,920
Transfer from completed properties BB IELEEE A

held for sale 5,553
Depreciation (Note 35) e (fIzE35) (11,530)
Disposal HE (45,759)
Closing net book amount FREREFE 187,184
At 31 December 2018 M2018%F 12831 H
Cost B AN 208,077
Accumulated depreciation Bitine (20,893)
Net book amount BREFEE 187,184
Year ended 31 December 2017 BZ2017F12 831 HIEEE
Opening net book amount FHRREFE 6,549
Additions NE 8,000
Transfer from completed properties BB EREYEE A

held for sale 231,287
Depreciation (Note 35) & (H5E35) (6,916)
Closing net book amount FARREFE 238,920
At 31 December 2017 MR2017%E12831H
Cost AN 251,329
Accumulated depreciation E-HinE (12,409)
Net book amount BREFE 238,920
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

INVESTMENT PROPERTIES (continued)

Amounts recognised in consolidated statement of profit or loss
for investment properties included:

Rental income (Note 34) WA (FizE34)

Direct operating expenses BELERY

Gains on disposal of investment HEREMZE 2 W
properties (Note 33) (M97E33)

As at 31 December 2018 and 2017, the Group had no
significant contractual obligations for future repairs and
maintenance of the investment properties.

As at 31 December 2018, the Directors estimated that the fair
value of the investment properties was approximately RMB
416.3 million (2017: RMB 456.5 million) based on the prices in
the active market.

BREWE(EB)
REHEBEZRARIEEMEERNS
REEIE
2018 2017
15,783 11,059
(11,530) (6,916)
2,529 -
6,782 4,143

R2018F 20174 12 A31 H » A&
B ESILEYEN BREEE RIRE
EEERE EE

o

201812 A31 H » E=MREAE
RIERTISHEREFHEEWER

R EBEHAREA41631E 7T (2017
: NR¥4.565187T) °

Z

/N
F

285 4
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

9.

INTANGIBLE ASSETS

Year ended

31 December 2018
Opening net book amount
Addition from acquiring

a subsidiary (Note 45)
Additions
Amortisation (Note 35)

Closing net book amount

At 31 December 2018

Cost

Accumulated amortisation
and impairment

Net book amount

Year ended

31 December 2017
Opening net book amount
Additions
Amortisation (Note 35)

Closing net book amount

At 31 December 2017

Cost

Accumulated amortisation
and impairment

Net book amount

HZ2018%
12A31 BILEE

FNEEFE

WE—RmB A REm
(B 45)

NE

3 (Fi13E35)

EREEFE

#2018 12 A31 A

PR

Rt B RAE

REFE

HZ20175
12A31 BILEE

EIREFE

NE

35 (7t 35)

EREEFE

R2017512F31H
A
ZEM#ERRE

REHE

For the year ended 31 December 2018
HE2018F 12 A BIEFE

9. #EFEE

Unpatented Patented

technology technology  Software Goodwill Total
FEREN  ERE BH Gl A%

50,380 8,531 1,571 33,650 94,132
- - 36 46,645 46,681
- - 384 - 384
(10,076) (1,125) (349) - (11,550)
40,304 7,406 1,642 80,295 129,647
80,608 9,000 2,669 87,962 180,239
(40,304) (1,594) (1,027) (7,667) (50,592)
40,304 7,406 1,642 80,295 129,647
60,456 - 264 33,650 94,370
- 9,000 1,409 - 10,409
(10,076) (469) (102) - (10,647)
50,380 8,531 1,671 33,650 94,132
80,608 9,000 2,249 41,317 183,174
(30,228) (469) (678) (7,667) (39,042)
50,380 8,531 1,671 33,650 94,132
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10.

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

SUBSIDIARIES 10. KIEAHE

As at 31 December 2018, the Company had direct and indirect R2018F 12 A31 B * KA AR 3

interests in the following subsidiaries: WB A RS B R EERER

Percentage of
equity interest
Place and date of attributable  Issued and fully Authorised
Name incorporation Legal status to the Group paid capital capital  Principal activities
AEEEL

B AMRLERAS EELRER EaEAll BERERRA EERE  TZER

Gold Genesis Development Limited ~ British Virgin Islands (‘BVI’) ~ Limited liabilty 100% USS 1 US$50,000  Investment holding
(‘Gold Genesis’) 21 February 2003 company (Directly held)

(Gold Genesis Development Limted ~~ £B4ERES HREfAR 100% 1% 00T REER
(TGold Genesis ) ([EEERREE)) (E%5A)

003527218

Good Lucky Enterprises Limited BVI Limited fiabilty 100% USS 1 US$50,000  Investment holding
(‘Good Lucky") 21 February 2003 company (Directly held)

(Good Lucky Enterprises Limited AEEARES ERELLE 100% 1% 5000%T  RERK
(IGood Lucky) 08F2A21A (ERRR)

First Glory Senvices Limited BVI Limited liabilty 100% Uss2 US$50,000  Investment holding
(‘First Glory’) 16 October 2008 company (Directly held)

First Glory Senvices Limiteo ZBUBRES RRREAT 100% ES B00XT  RERK
(IFirst Glory ) 2003510168 (E&RA)

Accordpower Investments Limited BV Limited liabifty 100% Us$2 US$50,000  Investment holding
(*Accordpower') 30 Novernber 2004 company (Directly helo)

HERERRAT ABLERES RREEAR 100% 2T 000ET  REAR
(E¢1) 0M4E11A30R (E&HA)

Fulhero Investments Limited BV Limited liabifty 100% Uss2 US$50,000  Investment holding
(‘Fullhero) 3 May 2005 company (Directly held)

ABRERRLT AEHAREE BREFAT 100% T 000XT  RERK
(E4]) 20055538 (ERRA)

Hebei Jinxi Iron and Steel PRC Joint stock 97.6% RMB RMB  Manufacture and sales of
Group Gompany Limited 24 December 1999 company with (Inclrectly held) 228,640,000 228,640,000 steel products
(‘Jinxi Limitec!) limited fiabiity

M EEREEERNARAR el ROBREFLA 97.6% ARE ARE REREEREER
(=i 1) 1909512 24 (BEE) 28640000 2286400007
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

10. SUBSIDIARIES (continued) 10. MIEATE (&)
Percentage of
equity interest
Place and date of attributable  Issued and fully Authorised
Name incorporation Legal status to the Group paid capital capital  Principal activities
AEEER
H AR IHERAS EEEREH BEAMM BEOREREE EEhE  TEER
Foshan Jin Xi Jin Lan Cold Rolled PRC Limited liabifty 80.28%  US$55,150000  US$55,150,000  Manufacture and sales of
Shest Company Limited 26 December 2008 company (Inclrectly held) steel products
(inxi Jinfan’)
BlESHRIRARAR e BRRELT 8028%  S5150000%m  55150000%m  AERMEREER
(rA4M)) 003F12A26R (F&RA)
Oriental Fulhero Leasing Co, Ltd. ~ PRC Limited fiabity 100% Uss USS  Leasing and financialleasing
(‘Fullhero Leasing’) 23 September 2005 company (Inclrectly held) 65,000,000 65,000,000
FhEERERRAT G RREMAT 100% 650000005 650000005  RERMARE
([ZgRE]) 200559A2R (FHA)
Hebei Jinxi Section Steel Company ~ PRC Limited igbilty 97.6% RMB RMB Manufacture and sales of
Limited (‘Jinxi Section Stegl’) 30 May 2008 company (Inclrectly held) 350,000,000 350,000,000 steel products
ML ERRERRAA el BREFAT 97.6% ARE ARE BERBEEEER
(Tma)) 200855A30A (BEE) 3500000007 3500000007
JiniHong Kong Trading Company ~Hong Kong Limited fbilty 97.6% HKS HKS  Import and export of goods
Limited (‘HK Trading’) 27 October 2008 company (Indlrectly held) 38,750,001 80,000,000
EREAELOERAT Bk BRRELT o76%  B70001ET  B00000W0AT  ELASH
(A% 085107278 (FEE)
Suflenhe City Jinyin Tracing Co., PRC Limited iabilty 97.6% RMB RMB Import and export of goods
Ltd. (Jinyin Trading) 24 September 2008 company (Inclrectly held) 10,000,000 10,000,000 and technology
BANmEREARRAT e BREMAT 97.6% ARE ARE  REPENRES
(2585)) 2008597 24R (FHA) 10,0000007C 1000000070
Hebei Jinxi Iron and Steel Group PRC Limited igbilty 69.3% RMB RMB Manufacture and sales of
Zhengda ron and Steel Co., Ltd. 19 Deoember 2008 company (Inclrecty held) 50,000,000 50,000,000 steel products
(“Zhengda Iron and Steel’)
M EmAEE A TER G BREELT 69.3% ARE ARE  EEREENSER
ARAA(E2AE ) 20085125198 (F&HA) 500000007 500000007
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(Allamounts in RMB thousands unless otherwise stated)

10. SUBSIDIARIES (continued)

Place and date of
Name incorporation
th AR IR AS

Tangshan Fengrun QuTong Yuan -~ PRC

Trading Company Limited 22 May 2009
(Tong Yuan Trading’)

BlmERRARES el
RRAA ([BEEE) 00955A2A

Hebel Jinxi Boyuan Real Estate PRC
Co., Lid. (‘Boyuan Real Estate’) 17 December 2009
MEERRRHERE e

BRAR(EERE]) 009512178
Clear Precision Limited BVl
(‘Clear Precision’ 22 July 2010
BEBRAR ([HE)) AEEARES
010£7A2H

Beijing Jinxi Investment Holding PRC

Co., Lid. (‘Bejing Jinxi 26 August 2010
Investment’)
FREERERRERAR el
=it ) 201058268

Oriental Evertrust Finance Leasing ~ PRC

Co., Lid. (“Origntal Evertrust’) 27 September 2010
RNEERERERRAR el

(TR )) 201059827R

Qriental Green Energy-Saving PRC

Environmental Protection 20 October 2010
Enginegring Co., Ltd.
(‘Oriental Green')

RAGROVRRIRARAR 4
(TR 20105108208

(BABEPN - MESEINARBETTREN)

Legal status

EETRER

Limited liabilty
company

RRALAT

Limited iabilty
company
BREfAR

Limited liabifty
company
BREMAT

Limited liabifty

company

RREEAT

Limited liabifty

company

RRAEAT

Limited liabilty
company

Percentage of
equity interest
attributable
to the Group
KREEL
EERMl

69.3%
(Indlrectly held)

69.3%
(BEHA)

97.6%
(Indlrectly held)
97.6%
()

100%
(Directly helo)
100%
(E#HE)

97.6%
(Inclrectly held)

976%
(RiEsR)

98.20%
(Inclrectly held)
98.20%
()

97.6%

(Inclrectly held)

976%
(REHA)

10. KMiIBATE (&)

Issued and fully
paid capital

BRRARRL

RVB
5,000,000

I
50000007

RVB
100,000,000
AEE
100,000,007

US§2
&N
RVB
130,000,000

AER
13000000072

Uss
200,000,000
200,000,000

X

RVB

100,000,000

AER
100,000 00072

ANNUAL REPORT 2018 —Z— \FF3R

Authorised
capital

EERAK

RMB
5,000,000

AEH
50000007

RMB
100,000,000
ARH
100,000,007

US550,000

50,0007

RMB

130,000,000

AE%
13000000072

US§
200,000,000
200,000,000

*

RMB

100,000,000

AE%
10000000072

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

Principal activities

IERH

Purchase and sale of ferrous
metal and coke

BERELBRER

Development and sales of
redl estate
FERHERIE

Investment holding

RERK

Investment holding

RERK

Financial leasing and leasing

BEGEGG

Environmental protection
engineering

RARELR
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Name

#H

Hebei Jinshun Energy-Saving
Technology Development Co.,
Ltd. (inshun Energy-Saving’)

AR ES RS AR
(=20)

Bejjng Jinxi Boyuan Real Estate
Co., Ltd. (‘Bejing Real Estate’)

FRERRRESFRRAR
(eREHE])

China Oriental Singapore Pte. Ltd.
(‘China Oriental Singapore”)

China Oriental Singapore Pte. Lid.
([China Oriental Singapore)

Hebei Jinxi Iron and Steel Group
Heavy Industry Science and
Technology Co., Limited
(inxi Heavy Industry’)
(Formerly known as “Helogi Jinxi
Iron and Stegl Group Dafang
Heavy Industry Science and
Technology Co., Limited) )

AT e A
BRAR ([2REL))
(HBATEEREEEA,
ETHRARAT))

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

10. SUBSIDIARIES (continued)

Place and date of
incorporation

HRHIHARES

PRC
17 November 2010

HEl
0105114178

PRC
18 November 2010
]
201011 A18A

Singapore

29 November 2010
il

01011 A 208

PRC
27 November 2003

HEl
2003F11A278

BZE20185F 12 A31 BIEFE

Legal status

ERTRER

Limited liabifty
company

Limited iabilty
company

ARARAT

Limited liabifty
company
BREAAT

Limited liabifty
company

Percentage of
equity interest
attributable
to the Group
KEEEL
BHEAAM

97.6%
(Inclrectly held)

976%
(RisR)

97.6%
(Indlrectly held)
97.6%
(F8)

100%
(Inclrectly held)
100%
()

99.02%
(Inclrectly held)

99.02%
(Rgsr)

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

10. KMiIBAE (&)

Issued and fully
paid capital

BEARARRA

RVB
100,000,000

ARE
100,000,007

RVB
300,000,000
AR%
300,000,007

Us$
10,000,000
10,000,000 70

RVB
93,098,162

AEH
93,098,1627C

Authorised
capital

HERE

RMB
100,000,000

AR%
100,000,007

RVB
300,000,000
AR%
300,000,000

Not applicable

T

RMB
93,008,162

AE®
93,098,1627C

Notes to the Consolidated Financial Statements & Bt & R Kz

For the year ended 31 December 2018

Principal activities

IEER

Research and development
on recycling and energy-
saving technology and
ofher recycling business

WEERREE R
REBEKERER

Development and sales of
redl estate

RRLEERIE

Trading of ron ore and
related products
SRRREBERES

Manufacture and sales of
casfing products and
equipment maintenance

tERHEREER LR
fr&



Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated)

10. SUBSIDIARIES (continued)

Name

i1

Jini International Trade Co., Ltd.
(inxi International Tradg)

RRERERERL
(T2EERES))

Hebei Caofeiolan Jinxing Resource
Development Co., Ltd.
(‘Gaofeidian Jinxing’)

MHER R RE R
ARAT([ERE))

Bejing Jinxi LongXiang Culture
Development Co., Ltd.
(‘LongXiang Culture”)

FREREA A RRRAT
(TEme)

Tianjin Oriental Huttong Microcredit
Co., Lid. (‘Origntal Huttong’)

RERHER EEFARAA
i 3:)

Tienjin Jinxi Logistics Co., Ltd.
(dinxi Logstics)

REREMRERAT
(i)

Tianjin Juli Trad Co, Ltd.
("Juli Tradg")

REZHERERDA
(FEHES])

Place and date of
incorporation

AR AR

PRC

23 March 2011
]
011537 23A

PRC
1July 2011

T
D1E7 /18

PRC
4 Mgy 2012

G
1255448

PRC

29 Jung 2012
il
2012564 29H

PRC

81 Juy 2012
i
A1257A31A

PRC

25 Qctober 2012
]
012F10A 28

(BABEPN - MESEINARBETTREN)

Legal status

EETRER

Limited liabilty
company
AREAAT

Limited liabifty
company

AREALT

Limited liabifty
company

Limited liabifty
company
BREMAR

Limited liabifty
company

RRAEAT

Limited liabilty
company
BREAAT

Percentage of
equity interest
attributable
to the Group
KEEER
BHERAM

97.6%
(Indlrectly held)
97.6%
(BHH)

97.6%
(Inclrectly held)

976%
(BixhA)

97.6%
(Indlrecty held)

976%
(BihA)

97.8%
(Indlrectly held)
97.8%
(BsR)

97.6%
(Inclrectly held)
97.6%
()

97.6%
(Inclrectly held)
97.6%
(BHH)

Issued and fully
paid capital

BRRARRL

RVB
100,000,000
ARE
100,000,007

RVB
6,000,000

AER
6,000,0007C

RVB
10,000,000

AER
100000007

RVB
100,000,000
ARE
100,000,0007¢

RVB
20,000,000
ARE
200000007

RVB
100,000,000
ARE
100,000,007
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10. KMiIBATE (&)

Authorised
capital

EERAK

RMB
100,000,000
ARH
100,000,007

RVB
6,000,000

NEE
6,0000007

RVB
10,000,000

AEE
10,000,0007C

RMB
100,000,000
AR%
100,000,000

RMB
20,000,000
AEH
20,000,007

RMB
100,000,000
ARH
100,000,007

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

Principal activities

IERH

Infernational trading

AR

Motor vehicle scrap and
crush demoltion solution

G ELE R
EWERNE

Publication

Provision of loans

AR

Provision of agency senvices
forimport/export
RIEEHORERE

Infernational trading

AR




Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

10. SUBSIDIARIES (continued) 10. MIEATE (&)
Percentage of
equity interest
Place and date of attributable  Issued and fully Authorised
Name incorporation Legal status to the Group paid capital capital  Principal activities
AEEER
H AR IHERAS EEEREH BEAMM BEOREREE EEhE  TEER
Suzhou Jini Boyuan Real Estate PRC Limited iabilty 97.6% RMB RMB Development and sales of
Co., Lid. (*Suzhou Boyuan”) i) 23 January 2013 company (Inclrectly held) 80,000,000 80,000,000 redl estate
B ERRRERE G BREELA 97.6% ARE ARE  BHERRREE
ARAR(TERMERD D 01351A2A (F&RA) 800000007 800000007
Beijing Jini Boyuan Project PRC Limited igbilty 97.6% RMB RMB  Construction project
Management Co,, Ltd. (‘Befing 12 July 2013 company (Inclrectly held) 1,000,000 1,000,000 management
Boyuan Project Management’)
FREREEARERARAR el BREMAT 97.6% ARE ARE  TEEREE
(MrREEERER]) 201357/ 128 (F&HA) 10000007 10000007
Well Balanced Global Limited BVI Limited igbilty 100% USS 1 US$50,000  Investment holding
(‘Well Balance’) 2 January 2014 company (Directly held)
Wel Balanced Globel Limted AREERHS BRERAR 100% 1571 000%T  RESR
(IWel Balance) 201451 A2R (ERRA)
Finest Sino Intemational Limited BVl Limited iabilty 100% USS 1 US$50,000  Investment holding
(‘Finest Sino) 2 January 2014 company (Indlrectly held)
Finest Sio nemational Limted - XB#RRES BRRELT 100% %7 B00XT  RERK
(IFinest SinoJ) 01451428 (F&RA)
Dongfang Jingyuan Electron PRC Limited fiabilty 49.8% RMB RMB  Technology and import and
Limited (‘Dongfang Jingyuan’) 18 February 2014 company (Indlrectly held) 200,000,000 200,000,000 export of goods
RABRNETHE(R) el BREMAT 49.8% ARE ARE  REREmELD
ARAA(RA&R)) 2014527188 (BEEE) 2000000007 2000000007
Tianjin Haingjin Intemational Trade ~~ PRC Limited igbilty 97.6% RMB RMB Intemational trading
Co., Ltd. (‘Tianjin Hainajin) 20 February 2014 company (Inclrecty held) 100,000,000 100,000,000
AEBHSERESERAA el BREFAT 97.6% ARE ARE  EEES
(TRe8me)) 01452A20A (BEEE) 100000000 1000000007
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(Allamounts in RMB thousands unless otherwise stated)

10. SUBSIDIARIES (continued)

Name

i1

Tianjin Hengyuanda Coal Trade
Co., Lid. (‘Tianjin Hengyuanda’)

REERERREFERAR
(TR&ERE])

Tianjin Longshunxiang
Environmental Protection
Engineering Co., Ltd. (‘Tianjin
Longshunxiang)

REREPRR TRERAR
(TREEIER))

Suzhou Jinxi Boyun Real Estate
Co., Lid. (*Suzhou Boyun')

B zERERERE
ARAR (g EE])

Hebei Jinxi Iron and Steel Group
Special Stegl Co,, Ltd.
(dinxi Special Stegl’)

L ERAEEERARRAR
(M)

Tangshan Jinxi Logstics Co., Ltd.
(‘Tangshan Logistics’)

ElERERAR
(TR )

Place and date of
incorporation

AR AR

PRC

26 March 2014
]

014F3 7 26H

PRC
26 March 2014

i
A14F3A%A

PRC

25 April 2014
G
014%54A258

PRC
16 October 2014

T
2014F10A168

PRC

7 Aprl 2015
el
015E4A7H

(BABEPN - MESEINARBETTREN)

Legal status

EETRER

Limited liabilty
company
BREMAT

Limited liabifty
company

Limited liabilty
company
BREMAT

Limited liabifty
company

Limited liabifty
company
BREMAR

Percentage of
equity interest
attributable
to the Group
KEEER
BHERAM

97.6%
(Indlrectly held)
97.6%
(BHH)

97.6%
(Inclrectly hel)

976%
(BiHA)

97.6%
(Inclrectly held)
97.6%
()

97.6%
(Indlrectly held)

976%
(BihA)

97.6%
(Indlrectly held)
97.6%
(BwR)

Issued and fully
paid capital

BRRARRL

RMBO

=
pail
%

D
=

RMBO

ARE

RVB
30,000,000
ARE
30,000,00070

RVB
1,570,000,000

AER
15670,0000007C

RVB
10,000,000
I
10,000,0007C

ANNUAL REPORT 2018 —Z— \FF3R

10. KMiIBATE (&)

Authorised
capital

EERAK

RMB 10,000,000

AEE
10,000,007

RMB 30,000,000

AEH
300000007

RMB
30,000,000
ARH
30,000,007

RVB
2,150,000,000

AEE
21600000007

RVB
10,000,000
AE%
10,000,007

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

Principal activities

IERH

Wholesale and retall frade

HEREEES

Environmental protection
enginegring

Development and sales of
redl estate
BHERERES

Manufacture and sales of
steel products

HERAEREER

Transport agency of import

and export Goods
EHNEMERKE




Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

10. SUBSIDIARIES (continued)

Place and date of
Name incorporation
H ARRLEERAS

Qianxi Boshun Logstics Co,, Ltd. PRC

(‘Boshun Logistics”) 9 Aprl 2015
ERGEENTERAT el
([&IEMR ) 1654598

New Asia Prosperity Intemational PRC

Trade Co., Lid. (‘New Asia 10 June 2015
Prosperity’)

RN BRARESERAR el
Eeiat)) 01567108

Dongfang Jingyuan Hong Kong Hong Kong
Co., Ltd ‘Dongfang Jingyuan 18 September 2015

Hong Kong')
RABRARERAT B
BV 015597188

Tianjin Ansai Assets Management PRC

Co., Lid (‘Ansal Asset 30 September 2015
Management’)
REFERERRARAA G
(%EAEER)) 201559A%0A
Qianxi Gounty Jinxi Wantong PRC
Ductile ron Pipe Co., Ltd. 22 July 2009
(inxi Wantong’)
ERGEREMIEEE G
ARAA(2RER)) 200957728

Legal status

EETREH
Limited abify

company
BREMAT

Limited! fabitty

company

AREHAT

Limited! fbitty

company

AREHAT

Limited! fbitty

company

AREHAT

Limited! fbitty

company

AREHAT

Percentage of
equity interest
attributable
to the Group
KEEEL
BHEAAM

97.6%
(Inclrectly held)
97.6%
()

97.6%
(Indlrectly held)

976%
(Biha)

49.8%
(Indlrectly held)

198%
(BixhA)

97.6%
(Indlrectly held)

976%
(Biha)

97.6%
(Indirectly held)

976%
(BixhA)

» 294 CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018

10. KMiIBAE (&)

Issued and fully
paid capital

ERRARER
RVB
10,000,000
ARR

10,000,000

RMBO

1R 7L

RB
2,000,000
ARR
20000007
RB
680,000,000
AER
680,000,0007C

Authorised
capital

HERE

RVB
10,000,000
ARE
100000007

RMB 100,000,000

ARE

100,000,000 7c

Not applicable

T

RMB

100,000,000

AEHR
100,000,007

RVB
660,000,000

NG
630,0000007

Principal activities

IEER

Logistics

it

International trading

Investment holoing

REMR

Assets management

AEER

Manufacture and sales of
steel products

HERAEREER



Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated)

10. SUBSIDIARIES (continued)

Place and date of
Name incorporation
#H ARRLERAS

Tianjin Jinxi Znengda Hengxin PRC

Infemational Trade o, Lid. 23 March 2016
(‘Zhengda Hengxin')

REAREEERERES el
ARAR(TEEER]) 201653A2A

Tianjin Jinxi Zniyuan Interational PRC
Trade Co., Lid. (‘Jind Zhiyuan”) 23 March 2016
REAFHRERESARAT  HE
(TmsE]) 2016537238

Tianjin Xinhui Finance Leasing PRC

Co., Ltd. (‘Tianjn Xinhuf’) 13 Aprl 2016
AR EERERERRAR il
(TRHE) 201654 713H
Hebel Jini International Trade PRC
Co., Ltd. ‘Hebei Jinx 27 April 2016
International Tradk)
ML ERERESERAR el
(T RRag ) 201654 A27H

Qianxi County Jinxi Hotel Senvices ~ PRC
Co., Ltd. ("Jinxi Hotel’) 16 July 2016
ERERRZRRRARR el
(EmEE]) 201657A15A

Zhongke Jingyuan Electron Ltd. PRC

(Zhongke Jngyuan’) 25 August 2016
PRERNETRE(ER) i
ARAR ([whER]) 201658 /258

(A A -

Legal status

EETRER

Limited liabilty
company

RRAEAT

Limited liabilty
company
AREAAT

Limited liabifty
company
BRERAR

Limited liabifty
company

Limited liabifty
company

RRAEAT

Limited liabilty
company
BREMAT

FIEERANARE T T REN)

Percentage of
equity interest
attributable
to the Group
KEEER
BHERAM

69.3%
(Indlrectly held)

69.3%
(BiHA)

97.6%
(Indlrectly held)
97.6%
()

98.2%
(Indlrectly held)
98.2%
(BsR)

97.6%
(Inclrectly held)

97.6%
(Rgesr)

97.6%
(Inclrectly held)
97.6%
()

44.8%
(Indlrectly held)
44.8%
()

10. KMiIBATE (&)

Issued and fully
paid capital

BRRARRL

RMBO

ARE

I

RMBO

>
pail
%

b
=

RMB 1,000,000,000

AER
1,000,000,0007C

RMBO

e
RMB 10,000

I
1000072

RVB
100,000,000
AEE
100,000,007

ANNUAL REPORT 2018 —Z— \FF3R

Authorised
capital

EERAK

RMB 100,000,000

AEH
10000000072

RMB 100,000,000

NEE
100,000,0007C

RMB 1,000,000,000

AE%
1,000,000,00072

RMB 100,000,000

AR%

100,000,007

RMB 10,000

AEH
100007

RMB
100,000,000
ARH
100,000,007

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

Principal activities

IERH

Infernational trading

Infernational trading

AR

Financial leasing and leasing

RAHERES

Infernational trading

ARES

Hotel and catering semvices

BEREHEY

Technology and import and

export of goods

GUIED) il




Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

10. SUBSIDIARIES (continued)

Place and date of

Name incorporation
H ARRLEERAS
Shenzhen Jingyuan Informtion PRC

Technology Co., Ltd. 11 November 2016

(‘Shenzhen Jingyuan’)
MEREERTERAR e

(TRSIH]) 2016F11A11R

Zhongjin Finance Leasing Co,, Lid. ~ PRC

(Zhongjin Leasing’) 15 December 2016
hEHARERRAR el
(&) 2016512158

Hebel Jinxi Sheet Piing Section PRC

Steel Technology Co, Lid. 3 January 2017
("Jinxi Shest Pilng’)

WL RE R R el
BRAR (2R 017%1A3A

China Oriental Investment Pty. Ltd. ~ AUS

(‘China Origntal Investment’) 25 January 2017
China Oriental Investment Pty. Ltd, &

([China Oriental Ivestment )~ 201741 A 258

Jinxi Viodar Enginering Co., Ltd. PRC

(Jinxi Viodar") 11 August 2017
ERRERLRRIERAA e
(E=riisd ) 01758A1A
Suzhou Jinhaili Commercial PRC
Management Co,, Lid. 22 December 2017
(*Stzhou Jinhail’)
BNeBNARERARAR e
(EM28H)) N17E12A2A

Legal status

ERTRER

Limited liabifty
company

Limited liabifty
company
BREMAT

Limited liabilty
company

Limited liabilty
company
BREALF

Limited iabilty
company

ARAAT

Limited liabifty
company

Percentage of
equity interest
attributable
to the Group
KEEEL
BHEAAM

49.8%
(Inclrectly held)

198%
(BiHA)

99.1%
(Inclrectly held)
99.1%
()

85.89%
(Indlrectly held)

85.80%
(BihA)

100%
(Inclrectly held)
100%
(FRR)

53.68%
(Inclrectly held)
53.68%
(FEE)

97.6%
(Inclrectly held)

976%
(BiHA)

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018
HE2018F 12 A BIEFE

10. KMiIBAE (&)

Issued and fully Authorised
paid capital capital
BRARARRA R
RMB RVB
10,000,000 10,000,000
ARH AEH
10,000,007 10,000,007
RMB RVB
3,249,000,000 3,600,000,000
ARE ARH
32490000007 3,500,0000007
RMB RVB
777,000,000 1,000,000,000
ARE ARH
777,000000  1,000,000,0007
A0 Not applicable

73 i

RMB RVB
20,000,000 100,000,000
ARH AEH
20,000,007 100,000,007
RMBO RMB 5,000,000

ARH AEH

£ 5,000,007

Principal activities

IEER

Technology and import and
export of goods

TR

Financial leasing and leasing

EEGEN

Manufacture and sales of

steel products

HERAEREED

Investment holoing

RAR

Engineering technical
service

TR

Commercial management
senvice

RS



Notes to the Consolidated Financial Statements

10.

(FrBEHEAN
SUBSIDIARIES (continued)
Place and date of
Name incorporation Legal status
£B AR IR AS ERTRE
Hebei Jinxi Gargo Agent Co., Ltd. PRC Limited liabilty
(inxi Cargo Agent’) 8 June 2018 company
MIEEREREARAT el BREMFAR
((EmEERE ) 201856 78R
Ningbo Ruihe Zhihui Investment PRC Limited igbilty
Co., Lid. (‘Ningbo Ruine') 8 November 2018 company
ERGHEZRERRAR el BREFAT
(i) 2018511 78R
Beiing SBS Architectural Design PRC Limited liaility
Co., Ltd. (‘Beijing SBS') 11 January 1999 company
(Note 45
IREBRRERGARAA el BREFAT

(rrEEe))
(Biz45)

19991 A 118

(Allamounts in RMB thousands unless otherwise stated)

FIEERANARE T T REN)

Percentage of
equity interest
attributable
to the Group
KREEL
EERMl

97.6%
(Indlrectly held)
97.6%
()

97.6%
(Indlrectly held)
97.6%
(BsR)

59.41%
(Inclrectly held)

5941%
(FifiA)

The English name of certain companies referred in this financial

statements represent management’s best effort at translating

the Chinese names of these companies as no English names

have been registered.

(i) Pursuant to an equity transfer agreement, the minority

shareholders of Jinxi Heavy Industry, agreed to sell

their entire equity holdings of this subsidiary to the

Group. According to the agreement, the Group paid a

cash consideration of RMB 112 million to the minority

shareholders of this subsidiary, the difference amounting

to RMB 62 million between the consideration and the

carrying amount of non-controlling interest of RMB 50

million was recorded in capital surplus.

B Ot IR

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

10. KMiIEARE (&)
Issued and fully Authorised
paid capital capital  Principal activities
BRARARKR tERe  FEEE
RMBO ~ RWMB10,000,000  International and domestic
cargo fransit agent
ARE ARE  BBRAHEERE
N 10,000,00070
RMB RMB Investment and
650,500,000 1,000,000,000 management senvice
ARE ARE REREERE
650,500,000 1,000,000,0007
RVB RMB  Architectural designing,
37,500,000 37,500,000 sales and installation
ARE ARE RSt HERER
37,500,007 37,500,007

R EIRRFAE T AR RE XA
RERBRBES X EREREREMN

5 W ERZER

A3 R (A

BEXEH -

ANN

BIRREEERZ  ZAET
HAOERRFAE L ERENZ
MEBARMNEZBRETFTAE
E - BEWZE A& R
BRARMWLEBRRZHEEK
BARB11218T  R{EHFE
2 R R BR (A A R % 5,000
EITmERE AR 6,200 B7TaT

ANBRE o
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

10. SUBSIDIARIES (continued) 10.

(i)  Pursuant to an equity transfer agreement, the minority
shareholders of Suzhou Boyuan, agreed to sell their
entire equity holdings of this subsidiary to the Group.
According to the agreement, the Group paid a cash
consideration of RMB 72 million to the minority
shareholders of this subsidiary, the difference amounting
to RMB 43 million between the consideration and the
carrying amount of non-controlling interest of RMB 29
million was recorded in capital surplus.

As at and for the year ended 31 December 2018, there were
no significant non-controlling interests of the subsidiaries in the
Group.

11. INVESTMENT IN ASSOCIATES AND A JOINT 11.

VENTURE

(@  Investment in associates, unlisted

At 1 January R1A1H

Capital injection TE

Impairment loss on investment R—EBE AR ZRE
in an associate VEHIEEEPS

Share of results of associates AN E

At 31 December R12A31H

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

MEAE (&)

(i) BEREESZEGZ  HFINEE
WAOEBRRRAELERENZ
MEBAaKEIRET RS
E - REBEWmZE - ASBE R
BArA P ERREZNBE &K
BARK7200& T A{BHEIE
28 1| e 25 AR T ELA R 6 2,900
BrEmE AR 4,300 BTt
ANERZER o

NEEZE2018F 12 A31 BILEE -
7R £ B A B B A A 37 £ B K SRR B 1
WS o

Bk

RBERAR—HEELXZRE

(@ WEILEMEHEAT

2018 2017
145,487 55,632
- 88,022
(34,122) —
(8,316) 1,833
103,049 145,487




Notes to the Consolidated Financial Statements & Bt #& R R Hi

11.

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEINARBETTREN)

INVESTMENT IN ASSOCIATES AND A JOINT
VENTURE (continued)

(@)

Investment in associates, unlisted (continued)

The information of the unlisted associated companies at
31 December 2018 is as follows:

Percentage of

equity interest

Place and date of attributable

Name incorporation to the Group
r£8

£ ERMAL SR AL EERERDY
Palma Ceia SemiDesign, USA 30%
Inc. (‘PCS") 5 November 2012 (indirectly held)
Palma Ceia SemiDesign, el 30%
Inc. ([PCS)) 2012%11 A58 (FEsE)
XTAL Inc. (‘XTAL") () USA 32.13%
27 January 2014 (indirectly held)

XTAL Inc. (TXTALL) () *E 32.13%
2014518278 (FERE)

Beijing Wofu Energy Co., PRC 20%
Ltd. (‘Wofu’) 6 December 2016 (indirectly held)
SRR EREER A i 20%
(M%&) 201651268 (%)
2-14 Elise Street Unit Trust AUS 49%
(‘Elise Trust’) 27 July 2016 (indirectly held)
2-14 Elise Street Unit Trust i 49%
(Elise Trust)) 2016%7R278 (FEHE)

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

1. REBELAIR-—BEELEZIRE
(&)

(@) IREFLMBERTE(E)

R2018512 A31H - FAIEL
MHE QR EREST

Net

Assets Liabilities Revenues profit/(loss)
Fha/

53 af B (F8)
407 17,073 14,608 (21,164)
407 17,073 14,603 (21,164)
29,295 12,926 7,209 (4,247)
29,295 12,926 7,209 (4,247)
92,249 2,048 66,575 3,549
92,249 2,048 66,575 3,549
419,194 175,875 13,155 (5,527)
419,194 175,875 18,155 (6,527)
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For the year ended 31 December 2018
(BRREEAMN  FRSBEANARETIREN) HE2018F 1231 HILFE

(Allamounts in RMB thousands unless otherwise stated)

11. INVESTMENT IN ASSOCIATES AND A JOINT 11.

VENTURE (continued)

(@)

Investment in associates, unlisted (continued) (@

As at 31 December 2018, fully provisions amounting to

RMB 34 million were made on investment in XTAL given

that there was significant uncertainty on XTAL’s ability

to continue as a going concern due to a litigation. Save

as disclosed in this consolidated financial statements,

the Directors are of the view that there are no other

contingent liabilities in this regard.

Investment in a joint venture, unlisted

At 1 January
Establishment of a joint venture
Share of result of a joint venture

At 31 December

W1 A1H

LA B
JEfh—REa & hEEE
W12 A31H

The information of the unlisted joint venture at 31

December 2018 is as follows:

Place and date
Name of incorporation
£ MRt SR A
Atlas Hurstville Property AUS
Unit Trust (‘Hurstville 5 June 2017
Trust’)
Atlas Hurstvill Property M
Unit Trust ([Hurstville 201756A50

Trustl)

Percentage of
equity interest
attributable

to the Group
r5E
ErRERDL K&

Assets

50% 286,332
(indiirectly held)

50% 286332
(RiKA)

CHINA ORIENTAL GROUP COMPANY LIMITED A EIRG EEIZERER A F

REZEATR—BEECECRE
(&)

REFEMEERR (B)

MR2018F 12 A31H » ER—FR
TR XTAL R E L E BB 1iE
RERTIEEE - EEXTALAY
FEED AR 3400 8THE
BRE RSV B@MKRIE
BN BEEMRARILEBIL
mEMSAALE -

WE—RPELmaERE

2018 2017
12,434 -

= 13,878
6,375 (1,444)
18,809 12,434

M2018F12 8318 » ARE3E L
meEETEZERSHINWT ¢

Liabilities Revenues Net profit
8f WA el
252,238 18,065 12,750
252,238 18,065 12,750
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For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - ESEINARBETTRENR)

12. FINANCIAL INSTRUMENTS BY CATEGORY

Assets as per consolidated balance sheet
As at 31 December 2018
Financial assets at fair value through

other comprehensive income (Note 16)
Trade receivables (Note 19)
Notes receivable - bank acceptance

notes (Note 22)
Deposits, prepaid tax, lease and

other receivables (Note 20)
Financial assets at fair value through

profit or loss (Note 17)
Loan receivables (Note 21)
Derivative financial instruments
Amounts due from related parties (Note 47(c))
Restricted bank balances (Note 23)
(Cash and cash equivalents (Note 23)
Structured bank deposits (Note 24)

Total

EHEERERMTNEE

R2018% 12431

B EEsE BEEE AL
ralE s BAE (it 16)

B ZE (FiizE19)

g - R ER (i 22)

e BEBN  RERAMELR
83 (R 20)

B4 BETEAERTABER
LEREE (Mi17)

PSR (s 21)

fTEEBTA

PR 7 308 (BT 47(0))

SRnIRiTE A (FizF2s)

ReRAEEEN (3 23)

SRR (3 2)

a4

12. £@T A (REHR)
Financial
assets at
Financial fair value
Financial ~ assetsatfair  through other
assetsat  value through  comprehensive
amortised cost  profit or loss income Total
BAEE BAEE
BB#HA  HEEH#®  HEEHEH
iz HABERZ  HAHMER
SRHEE tRHEE WEveREE fit
- - 481,376 481,376
661,951 - - 661,951
- - 1,364,128 1,364,128
521,279 - - 521,279
- 6,810,363 - 6,810,363
760,328 - - 760,328
- 2,157 - 2,157
185,906 - - 185,906
521,542 - - 521,542
2,845,229 - - 2,845,229
1,037,900 1,000,000 - 2,037,900
6,540,135 7,812,520 1,851,504 16,204,159
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(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

12. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 12,

Assets as per consolidated balance sheet

As at 31 December 2017

Available-for-sale financial assets (Note 15)

Trade receivables (Note 19)

Notes receivable - bank acceptance notes
(Note 22)

Deposits, prepaid tax and other receivables
(Note 20)

Financial assets at fair value through profit
or loss (Note 17)

Derivative financial instruments

Amounts due from related parties (Note 47(c))

Restricted bank balances (Note 23)

Cash and cash equivalents (Note 23)

Total

BZE20185F 12 A31 BIEFE

For the year ended 31 December 2018

ERMT R (RER)(E)

Financial assets

at fair value Available-
Loans and through profit for-sale
receivales orloss  financial assets Total
BAREE
SERHE
ERRk  HAB&RZ AfHE
FEWEESR SRAE SHAE fit
AHEEAERATHEE
R2017E12 A31R
AL ESBEAE (3 15) - - 432,111 432,111
B ZE (FizE19) 693,932 - = 693,932
EhZE-RRGES
(Fzk22) 3,082,570 - - 3,082,570
7% BERRREERER
(Bzk20) 884,044 - - 884,044
B BEI2AEEHIABRRL
eREE (H17) - 2,766,237 = 2,766,237
TEeRIA - 209 - 209
TR 7 50 (R 47(c)) 173,951 - - 173,951
KBTS (i 23) 417,151 = = 417,151
Re kR SR ([ 23) 2,766,396 - - 2,766,396
At 8,218,044 2,766,446 432,111 11,416,601

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F



Liabilities as per consolidated
balance sheet
As at 31 December 2018
Trade payables (Note 27)
Other payables (Note 28)
Borrowings (Note 29)
Amounts due to related parties (Note 47(c))
Derivative financial instruments

Total

As at 31 December 2017

Trade payables (Note 27)

Other payables (Note 28)

Borrowings (Note 29)

Other long-term payables (Note 30)
Amounts due to related parties (Note 47(c))
Derivative financial instruments

Total

(Allamounts in RMB thousands unless otherwise stated)

Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

12. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

EHEEEBRMTH
af&

R2018F 12 A31H

B S8 (27

H e faRsR (1t 28)

s (fitE29)

FEfTTRRE: 77 0 (PEE 47(c))

ITESHTA

&t

R2017E12 431 B
B S5 (fEor)

H AR (Pt 28)
&3t (PiEE29)

Hi & B R (FEE30)
FER B 300R (M3E47()
TEemIA

it

12. €RITE (RER)(E)

Financial

liabilities Financial
measured at fair liabilities
value through measured at

profit or loss amortised cost Total
BRAAEE REH
SHEEEZHTA RAatEZ

BERZEREE SREE CH

- 4,157,453 4,157,453

- 821,509 821,509

- 2,765,357 2,765,357

- 59,118 59,118

15,778 - 15,778

15,778 7,803,437 7,819,215

= 3,517,538 3,517,538

- 692,271 692,271

- 2,125,706 2,125,706

- 206,540 206,540

- 73,251 73,251

9,036 - 9,036

9,036 6,615,306 6,624,342
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

13. CREDIT QUALITY OF FINANCIAL ASSETS

The credit quality of financial assets that are neither past due
nor impaired can be assessed by types of the financial assets
and by reference to historical information about counterparty
default rates. The Group categorised the trade receivables,
notes receivables, loan receivables and debt instruments
measured at FVOCI as follows:

o Group 1 — Bank acceptance notes

o Group 2 — Trade receivables, notes receivables and loan
receivables due from customers with no defaults in the
past and debt instruments measured at FVOCI

o Group 3 — Trade receivables, notes receivables and loan
receivables due from customers with some defaults in
the past

Trade receivables, notes receivables, loan receivables and
debt instruments measured at FVOCI

Group 1 E—4F
Group 2 S|
Group 3 F=48

The credit quality of ‘Deposits and other receivables’ and
‘Amounts due from related parties’ of the Group is disclosed in
Notes 3.1(b), 20 and 47(c) respectively.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

13.

ERMEENFEMRR

MABHINEBRENSREENE
EARRIIRBESRMEERR - W2 E
B H R R E L ERHETTRT
i - AEBEBEKRE ZRER - BRE
B ERERRRAREBEFEEH
FBET AR MRS RENEBEIAS
T ¢

o EH-RITANER

s FE-BURBEEARLE
MEPEWE SRR - B
SEREEEREZAAEER
AAEAHE ARMEA K
SHEHTA

s F-EH-RBUBEIHNHBER
LSRR TP R EWE B AR
FEU SRR I R E 5K

FERE Z RN - BRER - BRER
REARBEFEBEZESH T AKM
RelEnEFTA

2018 2017
1,364,128 3,282,570

1,504,315 702,923
86,970 78,361

2,955,413 4,063,854

AEE (e MEMEUERR ] & [1E
W Ba B 75 30E | ME E AR D BIRN BT
£3.1(b) ~ 20 &2 47(c) P HFE ©
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

13.

CREDIT QUALITY OF FINANCIAL ASSETS (continued)

The Group categorises cash in banks, bank deposits and
structured bank deposits measured at amortised cost as
follows:

o Group 1 — Major international banks

o Group 2 — Listed banks in the PRC

o Group 3 — Other banks in the PRC

The Directors considered the credit risks in respect of cash in
banks, bank deposits and structured bank deposits measured
at amortised cost with financial institution are relatively
minimum as each counter party either bears a high credit rating

or is state-owned bank and large local banks in the PRC.

Cash in banks, bank deposits and structured bank deposits
measured at amortised cost

Group 1 F£—47
Group 2 FTH
Group 3 E=4

13. TREENEEMRR (&)

AEEBHLRGRS  BOIEHRR
BRI B 2 BRI RS
T

s FEH-TEERET

s F_HR-TPELMR

o FZE-PEEMIRT
HRETAREEEFRARATEE
BRITRPBEEMARRRT  WEF
MRATFRREREENRTRSE -
RITEFRRIZBHENATEZ BRI
ROIFREERBREE -

RITIRE - SRITF R SHR AT

B EBIERITIER
2018 2017
640,291 995,692
3,362,132 1,154,816
406,732 1,003,851
4,409,155 3,154,359
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

14. PROPERTIES UNDER DEVELOPMENT AND HELD

FOR SALE
Properties under development comprise: BERAMERE

— Construction costs —BRRRAAR

— Land use rights — T A

— Interests capitalised —BEARMEFE
Completed properties held for sale B EL S

The properties under development and held for sale are all
located in the PRC. The related land use rights are on lease of
40 to 70 years.

For the year ended 31 December 2018, no borrowing
costs were capitalised into the cost of properties under
development. For the year ended 31 December 2017, RMB 3
million were capitalised at an annual average capitalisation rate
of 5.81% approximately.

Properties under development comprised: ERAPYERE

Expected to be completed and FEHR12@AATT
available for sale within 12 months KAl E

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

BRPRIMELENR
2018 2017
- 4,615
- 5,078
- 9,693
168,790 272,326
168,790 282,019

BEARBIELEMESIMNFER -
TER L FETRER A 402 704 -

HZE2018F 12 A31 HILFE - i
BREANEE R AERPMERK
Ko BHE2017F12 A31BLEFE -
ERREANARE00ETEREE
FIGE AL E#)5.81% BA1L ©

2018 2017

= 9,693




Notes to the Consolidated Financial Statements & Bt #& R R Hi

For the year ended 31 December 2018

(Allamounts in RMB thousands unless otherwise stated)
HZE2018F 12 A31 ALEFE

(BABEPN - MESEINARBETTREN)

15. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Unlisted equity interests
Less: impairment provision
Reclassification to financial assets at

fair value through profit or loss (Note 17)

Reclassification to financial assets
at fair value through other
comprehensive income (Note 16)

Net

Listed debt securities
Less: fair value losses debited to equity
(Note 26)
Less: disposal
Reclassification to financial assets
at fair value through other
comprehensive income (Note 16)

Net
Total

15. AHHESEMEE

2018 2017
JE LT 527,705 527,705
B ORERHE (188,100) (188,100)
BEOBEERAABETE
BHEHAABERZ
TRIBEE (MIFE17) (14,605) =
BEOBEERAABETE
BHEH A AHMES
Wtz & BEE(:E16) (325,000) =
SHER - 339,605
EESES 92,506 149,950
B BERRZ AR EE
518 (Fi5E26) - (7,317)
B HE - (50,127)
ENEERAABET=E
BEHEH A AHMES
Wz eREE(HE16) (92,506) -
HER - 92,506
CEl - 432,111
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

16.

» 308

FINANCIAL ASSETS AT FAIR VALUE THROUGH

For the year ended 31 December 2018

OTHER COMPREHENSIVE INCOME

Non-current
Unlisted equity interests
Reclassification from available-for-sale
financial assets (Note 15)
Additions

Net

Listed debt securities
Reclassification from available-for-sale
financial assets (Note 15)
Additions
Less: current portion
Net gains transfer to equity
(Note 26)

Net

Current
Listed debt securities
Add: current portion
Net gains transfer to equity
(Note 26)
Less: disposal

Net
Total

16. BEAABEFEBESEHF AHAM

REWBEcEMEE
2018 2017
EFRE
JE EThAERS - -
AAtHESREESEN A
(Ft#£15) 325,000 -
NE 96,000 =
R 421,000 =
EEEES - =
AAtHESREESEN A
(K¥7E15) 92,506 -
NE 19,226 =
B omBE s (48,318) =

BB SR F

(PftzE26) 2,962 -
R 66,376 =

&

ETERERES - -
ho s mENEMD 48,318 -
SRR TR

(Kt7E26) 2,773 -

B e (51,091) =
SHER - _
&% 487,376 =

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

17. FINANCIAL ASSETS AT FAIR VALUE THROUGH

18.

PROFIT OR LOSS

Non-current
Equity investment

Current
Money market funds
Financial investment products
Bond market funds
Investment funds
Listed equity interest

Total

(A A -

Changes in fair values of financial assets at fair value through

profit or loss are recorded in ‘Other gains — net’ in the

consolidated statement of profit or loss (Note 33).

INVENTORIES

Raw materials and materials in-transit
Work-in-progress

Finished goods

Less: impairment provision

Inventories — net

17.
FRB
B E
T
HETISES
SRBEES,
EHTHES
wEES
TR
&t

18.

R S AR
S

SipKah

R ER R

As at 31 December 2018, inventories with a net book value
of RMB 34 million (2017: RMB 74 million) were pledged
as security for the Group’s notes payable (Note 27) and

borrowings (Note 29).

The cost of inventories recognised in cost of sales for the year
ended 31 December 2018 amounted to RMB 33,899 million

(2017: RMB 33,049 million).

FIEEBRANARBT TREN) BE2018F12A31HIEFE

BRAREBEFEEHEZBHTARR
RZEWMEE

2018 2017
243,120 =
4,863,936 1,299,193
1,211,991 1,433,801
230,551 33,243
208,028 =
52,737 =
6,567,243 2,766,237
6,810,363 2,766,237

BRAREBEFEEEESFTABRER
ZERMEEZ AR BEE(LRTAS
PHERAT R [Hibdes—F58] (K
F£33) -

#H
2018 2017

1,938,802 1,606,787
653,016 726,916

547,665 771,926

(31,972) (85,732)

3,107,511 3,069,897

MR2018%F 12 A31H ' B AKREEH
JERZ4E (BIsE27) M &K (i 5E29)
EEHNTENEEFEAARE

3,400 87T (201746 : AR¥7,4008
JT) °

H E2018F12A31HIEFE B
338.99 87T (2017 FF : AR 330.49
BIT) °
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

19. TRADE RECEIVABLES 19.
Trade receivables JEWE S ER TR
Less: impairment provision B ENE SRR A
for trade receivables B B
Trade receivables — net JEUWE 5 AR K — /F 58

As at 31 December 2018 and 31 December 2017, the carrying
amount of the Group’s trade receivables approximated their
fair values.

The credit policy usually adopted by the Group for the sales of
products to customers is to deliver goods either upon receipt
in cash or upon receipt of bank acceptance notes with the
maturity dates within six months.

As at 31 December 2018 and 2017, the ageing analysis of the
gross amount of trade receivables based on invoiced date was

as follows:

Within 3 months 3EANR
4-6 months 4= 61EH
7-12 months 721218 A
Over 1 year 1FUE

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

W E 5 R
2018 2017
719,790 734,284
(57,839) (40,352)
661,951 693,932

AEEREIWE ZRFR2018F 12 A
31 H %2017 F12 A 31 BMEREELR
PEAREE -

AEBERTHERFEEEBR - &
T AR UEIR & 3B H B S E A A
MHIRTTACLERFF REPRNEY ©

R 2018 FE K% 2017F 12 A31 H » fEUR
Z SR B REIR S A MR DT
R

2018 2017
585,975 561,494
50,772 74,352
19,237 39,111
63,806 59,327
719,790 734,284




Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

19.

TRADE RECEIVABLES (continued)

As at 31 December 2018, trade receivables amounting to RMB
117 million (2017: RMB 116 million) were secured by letters of
credit issued by third party customers.

Due to the short-term nature of the current receivables, their
carrying amount is considered to be the same as their fair
value.

The Group have applied HKFRS 9 simplified approach
to measuring expected credit losses which use a lifetime
expected loss allowance for all trade receivables at 31
December 2018. Note 3.1(b) provides for detail about the
calculation of the allowance.

Information about the impairment of trade receivables and
the Group’s exposure to credit risk, foreign currency risk and
interest rate risk can be found in Note 3.1.

The gross amounts of the Group’s trade receivables are
denominated in the following currencies:

RVMB AR

us$ e
Movements on the Group’s provision for impairment of trade
receivables are as follow:

At 1 January »1A1H
Provision for impairment (Note 35) BB (F5E35)
Derecognition of receivables 2 R FE I AR TR
At 31 December W12 H381H

19.

FE & 5 BRI (42)

N20185E12A318 ' AE=HEFH
BEMEREEERNEKE SRZ A
ARBAA7EBT(20174 : ARYE1.16
BIT) °

MBI EUGRH R B E - HRE
ERRSEFRNERAEE -

AEEREABBYHRELERE9
SRR EEBERRL - %
AT A R E 2R 20184F 12
A31 BRAREGENEEER
18 o FiEES.1 (o) R aT ERHBHFHE o

BRAAKEEKE SR BE AR
AEBFEEREERR - IMNERER
KR R e B R R B RRHIESA ©

REBRKE ZRKHETETIA TS
B REN

2018 2017
602,379 617,855
117,411 116,429
719,790 734,284

AEEERE S E R ERREHN
T

2018 2017
40,352 26,846
17,873 13,506

(386) -
57,839 40,352
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

20. PREPAYMENTS, DEPOSITS AND OTHER 20. FENFIE > RERHMERERR

» 312

RECEIVABLES
2018 2017
Non-current IR ED
Prepayments for purchase of property, BEVE  BEMRED
plant and equipment TERT A 922,796 234,235
Less: impairment provision L R BB (234,235) (234,235)
Prepayments for purchase of property, BEYE  BEKERED
plant and equipment — net TESFRIE — 558 688,561 =
Lease receivables FEURFAE X 40,803 =
729,364 =
Current B
Prepayments for purchase of inventories BEFEMENFIE 949,849 966,826
Other receivables H fth FE U AR 5K 379,729 643,591
Less: impairment provision B ORBEEE (203,516) (437,551)
Other receivables — net L fth fE IR SR — 58 176,213 206,040
Prepaid tax FE TR 139,285 101,309
Deposits D 161,279 139,144
Prepaid expenses T EA 9,610 9,271
Lease receivables FEURFA & 3k 3,699 =
1,439,935 1,422,590
Total &3t 2,169,299 1,422,590

The fair values of prepayments, deposits and other receivables
approximated their carrying amounts as at the balance sheet
date, as the impact of discounting is not significant.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

RrRTETEKR  BNAKIEA - &E

K E A EUR R A E

EBREE -

BHRAREE
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

20. PREPAYMENTS, DEPOSITS AND OTHER 20.

21.

RECEIVABLES (continued)

Certain prepayments and other receivables were fully impaired

since certain suppliers and debtors were in significant financial

difficulty and had defaulted the payment of the remaining

balances.

Movements on the Group’s impairment provision of

prepayments, deposits and other receivables are as follows:

At 1 January
Reversal of/(provision for)
impairment (Note 35)

At 31 December

LOAN RECEIVABLES

Non-current
Long-term loan receivables (a)

Current
Short-term loan receivables (b)
LLess: impairment provision (c)

Total loan receivables, net of provision

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

ANRE - BEREMERER
(&)

AT AEMNRBENEMERRRE 28

BE - HERETHERREBAR
RERITER B SRR ST EREE

AEBEFEMNFA - ZE REBRYR

HHREREZEBIT
2018 2017
w1 HA1H (671,786) (550,061)
SBUERSE (B ) (FI3E35)
234,035 (121,725)
®12A31 8 (437,751) (671,786)
21. EBRER
2018 2017
R B
FEW RHAIE X (@) 720,000 -
B
FEW RS HRE 5K (b) 85,119 47,000
B OREREE () (44,791) (47,000)
40,328 =
W EFARERE - HBRTEE 760,328 -
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated)

(=B

FIEERANARBTTREN) BE2018F12A31 HIEFE

21. LOAN RECEIVABLES (continued)

The Group provided loans to third parties. The details of the

loans are set out below:

(@)

Long-term loan receivables of RMB 720 million as at
31 December 2018 comprised of various loans with
individual amount ranging from RMB 20 million to RMB
300 million. The loan receivables of RMB 700 million
and RMB 20 million were secured by pledged of shares
of listed and unlisted companies held by the borrowers
or guarantors of the borrowers respectively, interest
bearing at rates ranging from 8.0% to 9.0% per annum
and with repayment terms of 2 years.

Loan receivables of RMB 85 million (2017: RMB 47
million) as at 31 December 2018 comprised of various
loans with repayment terms within 1 year and with
individual amount ranging from RMB 5 million to RMB
40 million (2017: RMB 7 million to RMB 20 million). The
loans were secured by the pledge of certain property,
plant and equipment, land use rights and equity shares
of the borrowers or guarantors of the borrowers or other
parties, and interest bearing at rates ranging from 12.0%
10 24.0% (2017: 19.8% to 24.0% ) per annum.

As at 31 December 2018, provisions amounting to RMB
45 million (2017: RMB 47 million) were made on the loan
receivables given that the borrowers were in significant
financial difficulty and had defaulted in scheduled
payments and there was significant uncertainty of
recovering the loan receivables by the enforcement of
mortgage rights.

The fair values of loan receivables approximated their carrying

amounts as at the balance sheet date, as the impact of

discounting is not significant.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018

21.

FEWE R (&)

AEBRE=TFREER - BB
T -

(@

MR2018F 12 A31H " AR
720 B TTHERREERBRE
BHEeENT ARK2000S
TEARKEIOELNSEE
e ANRET7.00R TR AR
2,000 T 1) FE W B K 5 Bl i
BRAZERANERAFTES
B EmRIEETMRARIMREE
RE - REFENF8.0% 2
9.0% st B REFER2F o

R2018F 12 A31H» AR
8,500& JL(2017F : A R ¥
47008 T) MEKRERBIEE
HREB1IFARBEESENT
AR¥500& T E A R¥ 4,000
& r(2017F : A R #7008
TE ARM20008 T) &
BEH - BEFABERASER
ARBERASEMFTHETY
¥ BB R L fE AR
KIRHEIE R - BFFEN
F12.0% & 24.0% (2017 £F :
19.8% £ 24.0% )&t 8 °

R2018F 12 A31H - ZERMER
ABBREAMBREREER
BRGTE - BoamlaniTizEE
F s (5] fE U & ZAF 42 B A NER
AR ZE - MERERERELD
AE®E4,5008 7T (2017 = A
R¥ 4,700 8 7T) Ay -

AR RTZETEKN  BRERNEE

Sl:y)

AR BEOUEREE
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

22.

NOTES RECEIVABLE - BANK ACCEPTANCE NOTES

Notes receivable — bank acceptance notes

As at 31 December 2018, notes receivable amounting to
approximately RMB 66 million (2017: RMB 120 million) were
pledged as security for the Group’s notes payable (Note 27)
and approximately RMB 80 million (2017: RMB 187 million)
were pledged as security for the Group’s borrowings (Note
29).

The settlement of the notes receivable was guaranteed by
banks with maturity dates within six months. The notes
receivable can be converted into cash and cash equivalent by
paying discounting interests and the credit risks in respect of
the notes receivable are considered to be low.

As at 31 December 2018 and 31 December 2017, the ageing
analysis of notes receivable was as follows:

Within 3 months 31EARA
4-6 months 4Z 61 A
7-12 months 721218 A

W TRIE - RITAER

22, BURE-RTELZER

2018 2017

1,364,128 3,282,570

M20184% 12 A31 8 + #H) ARK6,600
ST(20174 + AR¥A1.20187T)HUFE
WER AR B R ERNERE (M 27)
EH R & 49 A R 8,000 8 7t (2017
F: AREA187EL) NEREES
REE AR (FFE29) R -

R RIBH EE R IRTTIER - H2IH
BRENMEA AR o TASREIRA B A
BEKEEAFE MRS EBYRIE
WRENEERBEAR K -

R2018F K 2017F 12 H31 B » FEUR
ZERERE DT ¢

2018 2017
1,024,523 2,714,652
339,605 543,318
- 24,600
1,364,128 3,282,570
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

23. CASH AND CASH EQUIVALENTS AND RESTRICTED 23.
BANK BALANCES

B MREEHEY
IR HIRITAEER

B e RIRITHESRAET

Cash and cash equivalents
Restricted bank balances

Total cash and bank balances

As at 31 December 2018, restricted bank balances comprised
the following:

(@ Approximately RMB 397.6 million (2017: RMB 346.9
million) were pledged as security for issuing notes
payable (Note 27) of the Group;

(b)  Approximately RMB 82.2 million (2017: RMB 70.3
million) were pledged as security for issuing letters of
credit of the Group;

()  Approximately US$ 6.95 million (equivalent to RMB 47.7
million) (2017: nil) were pledged as security for bank
borrowings (Note 29) of the Group.

The carrying amounts of the cash and cash equivalents and
restricted bank balances are denominated in the following
currencies:

RBeMREFEMAR
SR HISRITAEER

Cash and cash equivalents
and restricted bank balances

RMB AR
Us$ ETT
AU$ BT
HK$ BIT
Others Hfh
Total =2

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

RERRSEEYRZIRGEBITE
2

2018 2017
2,845,229 2,766,396
527,542 417,151
3,372,771 3,183,547

MN20184 12 A31 B - XIRHIRITA
FREIETAIRIE

@ HHARE39761EITL(20174F :
AR¥34691E70) E ARAAR
SEEMER(HE27) (EHEIT

b)) HAREES 2208 T (20174 :
AR®7030&7T) ERBAER
EE R EERT

© #6BEETL(HENARE
477087T) (2017 : B)EA
AN e BIERITE R (M 29) 1B
ﬁ o

B2 MReFEYRZRHIRTHER
MEREETIA T EE SEAL -

2018 2017
2,659,435 2,655,193
683,995 418,427
21,681 39,381
6,626 169,583
1,034 963
3,372,771 3,183,547
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(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

24,

STRUCTURED BANK DEPOSITS

Financial assets at amortised cost
Financial assets at fair value through
profit or loss

Total =

y

As at 31 December 2018, the structured bank deposits
represented financial instruments placed by the Group in
various banks in Mainland China for a term within 1 year. The
structured bank deposits are principal-protected, among
which amounts of RMB 1,037.9 million are recorded in
financial assets at amortised cost as their interests link to
SHIBOR and amounts of RMB 1,000.0 million are recorded
in financial assets at fair value through profit or loss as their
interests link to LIBOR. Considering the principal-protected
nature or short term maturity of the deposits, the Directors are
of the view that the structured bank deposits are held for cash
management purpose.

As at 31 December 2018, structured bank deposits amounting
to RMB 1,000 million (2017: nil) were pledged as security for
issuing notes payable (Note 27) of the Group.

RRER A B SRR
AA BEERARS
BaET SBAE

24. SWMURTER

2018 2017

1,037,900 =

BA

1,000,000 =

2,037,900 =

R20184F 12 531 B » &EERITF
FEAEEEFRAESRRITHAE
ME 1 FHUAAZ BT A - &4
RITIFARARA - Hf ARK10.379
RITANERSE FERITRIZERK
MRk BIR B HK AR Z
SEEERARE10.000 B THRE
I B fm 2R AT R S 4 8 ) SR 2 6
AR/ EBEEREEZBFA
BankZemEE - ERITFROR
AUEESEHR - EEMRABLERM
RITFERFERSETERE

R2018%12 A31H » HH ARK10.00
B (2017 5 : ) WEABIHERITFER
RAEAREBERENER (7)) E
i
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

25. SHARE CAPITAL AND SHARE PREMIUM

Asat 1 January 2017 R2017E1A1R

Praceeds from shares issued BETRDAEFE

Employee share option EERERETE -2k
scheme — issuance of shares

As at 31 December 2017 12017512 A31H

Employee share option EERERETE - 2TR0

scheme — issuance of shares

As at 31 December 2018 12018F 12 A31 B
As at 31 December 2018 and 2017, the total number of

authorised ordinary shares of the Company is 5,000,000,000
shares with a par value of HK$ 0.1 per share.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

25. BRARRKRDEE

Amount
&8
Number of
shares Ordinary Share

(thousands) shares premium Total

RGEE
(TR) EER R EE At
2,931,425 311,853 2,192,131 2,503,984
586,284 51,839 600,773 652,612
12,500 1,070 27,881 28,951
3,530,209 364,762 2,820,785 3,185,547
192,360 15,866 711,449 727,315
3,722,569 380,628 3,532,234 3,912,862

MR2018F K& 201712 A31 H » AR
A A F 8 I 48 2 A& 5,000,000,000
R AR EE 0.1 BT Z D -
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRRAEEBEIN FRESEANARETIREN) HE2018F 12831 HILFE
26. OTHER RESERVES 26. Hftf#EE
Financial
assets at
fair value
Employee through
share other
Merger Capital  Statutory option  comprehensive
reserve surplus reserve scheme income Total
] (o) ) (d
EAAEE
fEAHS
it At
EE GekEv
AfifE  BRDE AERE  BRENE  SREE it
] (o) ) (d
Balance at 1 January 2017 R201751 A1 B 256 (599) 53,367 1,229,271 419,748 1,521 1,703,308
Proftt appropriation ey nli - - 56,298 - - 56,298
Exercise of employee share option TEESERETE - %k
scheme - issuance of shares - - - (6,939) - (6939
Fair value losses on avalable-for- A ESREEN AL EE
sale financial assets (Note 15) FA (i 15) = = = = (r.317) (7,317)
Transfer of fair value gains previously R ETEHEELRERRE
credlted to reserve to statement FARARBRALEE
of profit o loss upon disposal of WREEERR
avallable-for-sale financial assets - - - - (1259 (1,259
Balance at 31 December 2017 R2017E12 831 Rzt (699 53,367 1,285,569 412,809 (7,055) 1,744,091
Proft appropriation Vgl - - 244,671 - - 244,671
Changes in ownership interests in ENYBIEIBNER TER
subsidiaries without change of control KB AFIRF R EES - (105319) - - - (105319
Employee share options scheme R EERRESE
~ Issuance of shares ~B{1ki = - - (314,981) - (314,981)
- lapse of share options —BRIRER I - - - (97,828) - (97,828)
Fair value gains on fivancial assets BOGBEEREZETA
at fair value through other Aiakas cRAE
comprehensive income (Note 16) A% BENE (H:16) - - - - 5,135 5,135
Trangfer of fair value gains previously —— INHERAL BlEtE ERES
oredited to reserve to statement SARGARG EREERS
of profit or loss upon disposal of THHAGENALEE
financial assets at fair value through WREETERR
other comprehensive income - - - - (2,635) (2,635)
Balance at 31 December 2018 R2018F 12831 Rkt (599) (51,951) 1,530,240 - (3,955 1,473,735
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(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

BZE20185F 12 A31 BIEFE

26. OTHER RESERVES (continued)

(@)

Merger reserve

The merger reserve of the Group represents the

difference between the nominal value of the shares of

the subsidiaries that had been acquired and the nominal

value of the Company’s shares issued in exchange

therefore pursuant to the Reorganisation.

Capital surplus

The Group’s capital surplus arose from transactions with

non-controlling interests.

Statutory reserve

(i)

(i)

Statutory surplus reserves

In accordance with the PRC regulations and the
Articles of the Association of certain subsidiaries
of the Group registered in the PRC, before
distributing the net profit of each year, these PRC
subsidiaries are required to set aside 10% of their
statutory net profit for the year after offsetting any
prior year’s losses as determined under the PRC
accounting regulations to the statutory surplus
reserve fund. When the balance of such reserve
reaches 50% of the share capital, any further
appropriation is optional.

The statutory surplus reserve fund can be utilised
to offset prior years’ losses or to issue bonus
shares. However, such statutory surplus reserve
fund must be maintained at a minimum of 25% of
the entity’s share capital after such issuance.

Discretionary reserves

The appropriation of discretionary reserve fund
is proposed by Board of the PRC subsidiaries,
and approved by the shareholder’s meeting. The
discretionary reserve fund can be utilised to offset
prior years’ losses or increase share capital.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018

26. HftufkE (&)

(@)

AR

AEENE GHEBIES WEM
BRrREOOHEERREES
RBBREMETHARRRRK
DE{ERYEHE

BRI

AEENEARANTER B EIFE
HIER AR S

SRR

() ZEEBHFRE
REFBEERRAEEE
B A RO & T A )

(i)

MEBERAR - BFD
% M AT+ 7% % B
B RRREF B e £
REERBEEFNER
% ABEFEAE Fi
ME10% 25 E B ERFE
B HERRBERHE
PRARE) 50% A 1E - AlERE
B ER I ZERE -

AEBHBHEBEESAMAE
HIHEFREERBEITA
B o AT - RROETE BERIE
BESLANBITRER
ZEBRANRD 25% °

ETERBEESHDETIH
TFEMNBARNEZRE
& WABKRRASHH
o ERFHBE S A
EHEBEFENERLA
(=PI e



Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

26. OTHER RESERVES (continued)

(d)

Employee share option scheme

As approved by the Company’s board meetings in the
previous years, certain share options were granted to
selected directors and employees as follows. The Group
has no legal or constructive obligation to repurchase or
settle the options in cash.

Date of grant

®¥H

24 February 2009 200952 A 241
11 May 2009 2009F5A 11 R
29 December 2009 2009512 A29H
20 December 2010 2010%12 A20H
24 December 2010 2010512 A 24 H
14 January 2011 2011 E1 A 148
27 April 2011 2011F4A27H
30 March 2012 201263 A30H
30 May 2012 20125 H30H

Note 1: The share options are exercisable in different
periods from February 2009 to December 2021,
and with different vesting requirements.

26. HftufkdE (&)
) (EEERES

RARNREEZRANFENS
AEAER - THEKENES
REEBCEXRTETERE-
AEBEYEARSBERHER
BRERN AT HEERT

Number
of share
options in Exercises Exercisable
aggregate price period
BRELHE T8 AT
HK$/share
B/ 8K
21,200,000 1.39 Note 1
P
6,600,000 1.50 Note 1
M1
148,780,000 2.84 Note 1
PE1
6,000,000 3.00 Note 1
P51
47,100,000 3.182 Note 1
M1
800,000 3.20 Note 1
R
9,800,000 3.08 Note 1
Pz 1
75,370,000 2.03 Note 1
(i
9,800,000 2.03 Note 1
M1

BiaE 1. ZEMERRER 200942 A £2021
F12 AR AR F176E 0 1T
BERER -
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

26. OTHER RESERVES (continued)
(d)  Employee share option scheme (continued)
Movements in the number of share options outstanding

during the year ended 31 December 2018 and their
related weighted average exercise prices were as

follows:
Average
exercise
price per
share in HK$
BRRHH
FHTEE
(Br)
At 1 January W1A1H 2.60
Exercised BT 2.60
Lapsed BAM
At 31 December M12A31H

There were no share options outstanding at 31
December 2018.

27. TRADE PAYABLES

Account payables FETBR SR
Notes payable AN

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

26. HftufkE (&)
d) (EEEKEE(E)
HE2018F 12 A1 H IEF &

W MARTTENBRERE &
HAAR NPT EENES

s
2018 2017
Average
Number of exercise Number of
options price per options
(thousands) share in HKS (thousands)
SRR
BREHE THETEE BRESA
(1) (B7) (1)
192,360 2.58 234,670
(192,360 2.06 (12,500)
- 2.67 (29,810)
- 2.60 192,360

R2018412 A 31 BHEEHARTT
{FRIEBAAE -

27. BNESZRX

2018 2017

2,048,214 2,622,132
2,109,239 895,406

4,157,453 3,517,538




Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

27.

TRADE PAYABLES (continued)

As at 31 December 2018, all notes payable represented bank
acceptance notes, of which nil (2017: RMB 114 million) were
secured by certain notes receivable (Note 22), RMB 1,010
million (2017: RMB 715 million) were secured by certain
restricted bank balances (Note 23), RMB 1,000 million (2017
nil) were secured by certain structured bank deposits (Note
24), RMB 26 million (2017: RMB 50 million) were secured
by certain inventories (Note 18) and certain restricted bank
balances (Note 23) and RMB 73 million (2017: RMB 16 million)
were secured by certain restricted bank balances (Note 23)
and certain notes receivable (Note 22) together.

As at 31 December 2018 and 2017, the ageing analysis of the
trade payables was as follows:

Within 3 months 3EAA

4-6 months 4Z6MEA
7-9 months 7E9EA
10-12 months 10 £ 121EH
Over 1 year 1A E

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

RMB AR
uss$ ETT

27. ENESHRR(E)

R2018F 12 A31H * B ENEE
HARITALIES - HRaiEE (2017
F: AR¥A14ETT) LB TRKER
(MfsE22) 1 - ARME1010B 7T
(20175 : ARET7ASEIL) UETR
PR HISR 1T A5 5k (B sE23) (R - AR
#10.00f8 7L (20174 : T) AE T4
BRI (FisE24) (EHE R - AR
#2 6008 7T(20174F : ARKES5,0008
TO)AETEE (i 18) RET SR
IRITAEER (MIEE23) 1R RARK
7,3008 70(20174F « AR¥1,600&87T)
LAE TR BRI TR (MIRE23) KA
FREWZIE (5 22) HEVEEIF o

R2018F 2017512 A31 B - EHE
SIRRERE DTN T

2018 2017
3,249,807 1,956,761
592,692 1,197,120
148,008 107,547
28,431 75,793
138,515 180,317
4,157,453 3,617,538

A E S EROBREEIAT
Bl R

2018 2017
3,757,208 3,346,981
400,245 170,557
4,157,453 3,617,538
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(BREEEBIN FTESEIUARBTTREN) BZE2018F12A31 HILEE

28. ACCRUALS, ADVANCES AND OTHER CURRENT 28. FERER AUWREREMASHE
LIABILITIES &
2018 2017
Payables for purchase of property, BEVE  BEK
plant and equipment BEREEN 678,865 614,059
Value-added tax payable and FE BB R N oA
other taxes payables FES IR 520,433 358,124
Accrual for processing fee and ERMIEREDER
importing expenses 336,809 297,147
Salary, pension and other NS BRE R
social welfare payables HEhrt 2 189,803 190,868
Deposits from customers REEE 120,477 61,058
Employee deposits EEZS 22,167 17,154
Provisions for legal claims ERRERE 20,000 20,000
Accrual of interest expense TERRFEER 1,637 3,614
Advances from customers (Note 2.1.1) TR = RRIE (fiEE2.1.1) - 1,496,839
Others Hith 197,246 242,717
2,087,437 3,301,480
29. BORROWINGS 29. B
2018 2017
Non-current IERED
Bank borrowings (a) RITIER ()
Secured A - 235,500
Unsecured T 162,000 -
162,000 235,500
Current TRED
Bank borrowings (a) RITIEK (@)
Secured BHEH 686,116 222,600
Unsecured mE 3K 1,852,241 1,602,606
2,538,357 1,825,206
Other borrowings, unsecured (b) HEMfER - £ () 65,000 65,000
2,603,357 1,890,206
Total borrowings BN 2,765,357 2,125,706

CHINA ORIENTAL GROUP COMPANY LIMITED A EIRG EEIZERER A F
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For the year ended 31 December 2018

(BRREERBI - FTESEIUARBTTAEN) BZE2018F12A31HILEE

29. BORROWINGS (continued)

(@)

The secured bank borrowings as at 31 December 2018
totalling RMB 686 million were secured by property,
plant and equipment (Note 7), leasehold land and land
use rights (Note 6), certain inventories (Note 18), certain
notes receivables (Note 22) and restricted bank balances
(Note 23) of the Group and guaranteed by a third party.

The secured bank borrowings as at 31 December 2017
totalling RMB 458 million were secured by property,
plant and equipment (Note 7), leasehold land and land
use rights (Note 6) and certain notes receivables (Note
22).

The other unsecured borrowings of RMB 65 million
(2017: 65 million) represented a borrowing from a local
county government without fixed term of repayment.
Interest is charged at the RMB bank deposit rate for one
year fixed deposit.

As at 31 December 2018 and 2017, the Group’s
borrowings were repayable as follows:

29. &R

(@)

(4#&)

MN2018412 A31H » & H A
R¥6.861{8 T A KR 1715
RUAREBNDE  BERXK

W (HiEE7) HEL R HE
R (KMisEe) - ETHFE (T

18) « BT EWEIE (FIE22) A
K2R HIRTT4E 88 (FI7E23) 1B
I R — R E = EER -

R2017E12 8318 - HAR
¥ 4.58 (B TR B EIRITE K
LAMIEE - RS R st (FIeET) -
FAE + 0 I £ {4 (B eE6)
LA RCE T REUEE I (KisE22) /F
I -

A R ¥6,500& (20174 :
AR¥6,5008 7T ) By H b £ 3K
HEFEEHEZBTRENE

N ZEEREREEER-
MERZIRBITARE —FH
TE BT BRI AT H o

20184 K2017F12A31H -
AREEBMEFREN AR T ¢

Bank borrowings Other borrowings
BATHER HitfEM
2018 2017 2018 2017
Within 1 year 1FR 2,538,357 1,825,206 65,000 65,000
Between 1 and 2 years 1224 162,000 235,500 - -
2,700,357 2,060,706 65,000 65,000
ANNUAL REPORT 2018 =Z— \FF3R
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

29. BORROWINGS (continued) 29.

The effective interest rates at the balance sheet date were as
follows:

B (&)

REEENERNERMT

2018 2017
RMB US$ RMB us$
AR EST AR e
Bank borrowings RITRR 452%-8.00% 296%-4.71%  4.38%-6.00%  1.7%-2.15%
Other borrowings HAfE 3.60% - 3.60% -

The carrying amounts of current borrowings approximated
their fair values as at the balance sheet date as the impact of
discounting is not significant.

The carrying amounts and fair values of the non-current bank
borrowings are as follows:

HRFRFZETK  RBERNEE
ARREELUEAREE -

EMBIWITERNEEABERAREEB
m

Carrying amount Fair value
IREE AREE
2018 2017 2018 2017
Bank borrowings RITIER 162,000 235,500 162,392 235,371

The fair values of non-current bank borrowings are based on
discounted cash flow approach using the prevailing market
rates of interest available to the Group for financial institution
with substantially the same terms and characteristics at the
respective balance sheet dates.

As at 31 December 2018, the carrying amount of the
borrowings amounting to RMB 1,100 million (2017: RMB 898
million) and RMB 1,665 million (2017: RMB 1,228 million) were
denominated in US$ and RMB respectively.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

FERBBITERNAABEEARE
El)iE=3 ICRERE SIS ESTE- UN: 2 iEIEIT:Y
TREBHRTMENXRZRERE
EITRERE -

R2018F 12 A31H  REEAAR
#11.00187C (20174 : AR¥8.9818
T0) R AR¥A16.651870 (2017 F + A
R#12.28187T) HIERD BIAETT &
ARMBEHE -
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(Allamounts in RMB thousands unless otherwise stated)

(A BB -

29. BORROWINGS (continued)

30.

The exposure of the Group’s bank borrowings and other

borrowings to interest-rate changes and the contractual

repricing dates are as follows:

6 months or less 61& A A
6-12 months 6= 121E A
More than 12 months 128 A E
OTHER LONG-TERM PAYABLES
Current portion T ENEB1D
Finance lease obligations (i) RbE T & ()
Other payable E b S ERFR
Total ast

In November 2015, the Group entered into certain asset
sale and leaseback agreements (the “Sale and Lease
Agreement”’) with one financial institution. The sales
proceeds of the relevant property, plant and equipment
were RMB 1,200 million with a notional disposal loss of
RMB 10 million which was amortised over the lease term
of 36 months. The Group was entitled to purchase the
related assets at a cost of RMB 3 at the end of the lease.

During the year ended 31 December 2017, the Group
terminated certain Sale and Lease Agreement with
principal amount of RMB 1,000 million in advance.

During the year ended 31 December 2018, the residual
amount of the finance lease obligations was due
and paid by the Group and the related assets were
purchased by the Group at the cost agreed upon.

B RAUARE T T REN)

29. &R

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

(&)

A B RAT B R A B RAR FR
BHERRANETEEEHOT

2018 2017
1,279,756 1,145,206
1,323,601 680,000
162,000 235,500
2,765,357 2,060,706
30. HfttRHEMRR
2018 2017
- 198,497
- 8,043
- 206,540

R2015F 11 B + AEEHE—H
CREBII VS TEESED
fitpz((EREABE]) - &
EHEME - BERREME
HEBAREA12.001ET  HE
EEAAREA1000ET  BHE
EMA3cEA#E - AEBMNA
EHRGREUAARYE 3TTHIKA
BEREEE -

RE E2017F12 A31 8 It F
B AEERAIRIEETERLD
ek A&BAARE10.00
BT °

R E =2018F12 A31H It F
B mEHEEAENTHESED
FHAWE AAKBEZ AL
EERREERENRABESH
—

i

i
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

31. DEFERRED REVENUE 31.
At 1 January 2017 RK2017F1A1H
Addition NE
Credited to the consolidated

statement of profit or loss REMERRALE
At 31 December 2017 R2017F12 A31H
Addition NE
Credited to the consolidated
statement of profit or loss REFHERERNGTER
At 31 December 2018 ®2018F 12 A31H
32. DEFERRED INCOME TAX 32.

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate
to income taxed levied by the same taxation authority on either
the taxable entity or different taxable entities where there is
an interaction to settle the balances on a net basis. The offset
amounts are as follows:

Deferred tax assets: BETIBEEE ¢
— Deferred tax asset to be recovered — #3512 &8 A & Uk Bl A9
after more than 12 months IR A E
— Deferred tax asset to be recovered — &5 1218 B U [E &Y
within 12 months RIERITE B B
Deferred tax liabilities: BREHIBRE
- Deferred tax liabilities to be settled — A 1218 B 18 32 84
after more than 12 months FEEFIBEE
— Deferred tax liabilities to be settled — #1218 A R SR
within 12 months RIEFHIEAE
Deferred tax assets - net ELEBIEEE - FHE

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

BT A

Deferred government grant

IEEB R

78,107

62,590

(29,033)
111,664

30,217

(21,745)
120,136

ESEFRSH

EERRBHAEERRBDRARAE
Bz RZENTHE  UREREMRS
TR — BB BRI B R 3
TRERNERERZFAEHER -
A By m R F R EE SRR
B BEMSHEERABR K
i o MIHS T ¢

2018 2017
104,636 81,713
166,353 97,626
270,989 179,339
(16,215) (34,501)

(5,068) (4,304)
(21,283) (38,805)
249,706 140,534
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

32. DEFERRED INCOME TAX (continued) 32. EZLEFEH(E)
The gross movement on the deferred income tax account is as RIEFTISTLER B RAREE T :
follows:
2018 2017

At 1 January w1 A18 140,534 113,676
Credited to the consolidated statement REHER R

of profit or loss (Note 38) (Pt 38) 109,172 26,858
At 31 December »12 A31 H 249,706 140,534
Deferred taxation is calculated on temporary differences under B IBRAAEENEREERE
the liability method using the tax rate and the tax base that is BH ZE 2018412 H 31 HIEFETEH
consistent with the expected manner of recovery or settlement WElskEE H N — BT R R ER
for the year ended 31 December 2018. Ho
The movement in deferred income tax assets and liabilities FRNELEFMEMEERBECRERT
during the year, without taking into consideration the offsetting AR —BEHE AR BN ER) &
of balances within the same tax jurisdiction is as follows: R :
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

32. DEFERRED INCOME TAX (continued) 32.

Deferred income tax assets:

At1 January 2017

(Chargea)/creaited
o the consolidated
statement of proft or loss

At 31 December 2017

(Chargec)/creatted
o the consolidated
statement of proft or loss

At 31 December 2018

ROTEIA1R

RafiRER(m)/ 2k

BOTE12A31E

RafRER(m)/ 2k

B01BE12 831

Temporary

difference

arising

from

Tax expense
losses  recognition

BREIN
REER  EREER

EEFTSHL (&)

EEFSHREE

Impairment

provision of

assets and

provisionof  Unrealised  Accelerated

legal claims gains  depreciation Total
{304

BEREE  HAER

ERAG W NBAE fit

B2 7301 1846 B340t i
(i) 4018 236 5% - 19350
608 M9 0@ 51 - et

B 2109

1,766 5752 4173 87,002

12,285 140618

2,157 83,213 4173 313,106

The Directors are of opinion that accumulated tax losses of

RMB 315 million and unused temporary differences arising

from impairment provision of assets of RMB 2,375 million as at
31 December 2018 (31 December 2017: RMB 412 million and
RMB 2,609 million) were unlikely to be utilised, therefore no

deferred income tax assets were recognised in this regard. Tax
loss amounting to RMB 119 million (2017: RMB 133 million),
RMB 9 million (2017: RMB 119 million), RMB 12 million (2017:
RMB 17 million), RMB 78 million (2017: RMB 18 million) and
RMB 97 million (2017: RMB 125 million) expire in 2019, 2020,
2021, 2022 and 2023 respectively.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

ZE=2R 5 R20185F12A31H -
ARES15 BT R HEEBERA
R¥ 2375 BT EERERBEEERNR
FAEREER(2017F12A31 8 ¢
AR 412BTT R AREE26.09187T)
TSN RATREM A - ALt - WS
BRIELEFMBHEE - ARE119(E
JL(2017 6 : ARM1.331B7L) * AR
o008 L (20174 « AR ¥1191E
JC) * AR®12008 7T (20174 © A
R#1,70087) - AR¥ 78008 T
(20174 « AR¥E1 8008 T) R AR
9,70087T(20174F : AR¥E1.25(E7T
TR EEE D BN 20194 + 2020 4F -
2021 4 ~ 2022 }2 2023 F[Eim °
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Notes to the Consolidated Financial Statements & ff B # & &R i =E
(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018
(BRRAEEBEIN FRSEANARETTAEN) HE2018F 12831 HILFE
32. DEFERRED INCOME TAX (continued) 32. EEFEBH(E)
Deferred income tax liabilities: EEFTSTRAE
Fair value Capitalised Investment in
gains interest an associate Total
R-BHENE
MfEEYE BALRIE BE At
A1 ey 2017 ROTE1A1A (37507) 146,150) 0331) 192,969
Credited!{charged) to the consolicated RABBERE/ (k)
statement of proft orloss 4,663 3,751 (906) 7,508
At 31 December 2017 Ro017E12 8318 (32,844) (42,399 (10,287) (85,480)
Credited to the consoldated NABHERRE
statement of proft or loss 8,019 3,824 10,237 22,080
At 31 December 2018 RO18E12831A (48%9) (%579 - 163,400
OTHER GAINS - NET 33. Hfthlzx —F5
2018 2017
Government grants BT 471 B 147,609 155,748
Gains on disposal of financial assets at HERAREEFZEH
fair value through other comprehensive FEE T AR Mg S W2
income SREE WS 2,635 -
Losses on disposal of available-for-sale HEMHIEESMEEY
financial assets E518 = (1,881)
Fair value (loss)/gain of financial assets at BEARBEFEAHEES)
fair value through profit or loss STABRRIEMEEL
DREE(BRE), S (3,416) 2,162
Investment income from financial assets at ~ Z AR BB & HE2F)
fair value through profit or loss STABRRIEMEEY
REBA 203,646 53,083
(Losses)/gains on disposal of property, HEME - KREREEZ
plant and equipment (Note 43) (E518),/Wezk (s 43) (214,734) 1,752
Gains on disposal of investment property HEREYE W
(Note 8) (H¥zx8) 2,529 —
Gains/(losses) of raw materials FErE R EIE R, (E518)
and by-products 15,890 (4,875)
Other foreign exchange HPE Xz (B18) —F58
gains/(losses) — net (Note 39) (FF5E39) 32,603 (20,876)
Others, net Efh o FRE 44,549 (22,073)
Total other gains — net Hinlhzs — BEEEET 231,311 163,040
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CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

34. OTHER INCOME 34. HigA
2018 2017
Rental income from investment wEYFE AW (FIzES)
properties (Note 8) 15,783 11,059
Dividend income from financial assets BARBETEAHEEETA
at fair value through other comprehensive HEMiralam s emEE L
income (Note 16) g S WA (FizE16) 6,319 =
Dividend income from available-for-sale AHEESREE ZREWA
financial assets (Note 15) (FfzE15) = 19,765
Interest income from financial assets BAREBEFEEEEFHTA
at fair value through other HEtiream s emEEY
comprehensive income (Note 16) FEUWA (FFEE16) 8,279 =
Interest income from available-for-sale A ESREE < FI2WA
financial assets (Note 15) (FF5E15) = 6,590
Interest income from loan receivables FEWE T2 F B 4,985 -
Others HAth 28 247
Total At 35,394 37,661
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

35. EXPENSES BY NATURE 35. EMEEINEX
2018 2017
Employee benefit expense (Note 36) 1B 8@ FF s (F13E36) 1,087,756 1,135,058
Changes in inventories of finished goods BN M ER AT EEE)
and work in progress 294,401 729,103
Raw materials used AT AR 29,858,023 28,671,170
Cost of properties sold EHEMER AR 122,459 1,001,932
Utilities BER 1,667,953 1,509,392
Depreciation of property, plant and VI - BB LR BT E
equipment (Note 7) (f=E7) 1,131,372 1,044,742
Amortisation of intangible assets (Note 9) A ERE (M 9) 11,550 10,647
Amortisation of leasehold land and FEE 3 J& - Hh {50 A e 4 8
land use rights (Note 6) (Fff3EB) 5,812 5,812
Depreciation of investment properties KEYEITE (MI:8)
(Note 8) 11,530 6,916
Operating lease expenses in respect BRATHERENSESHEE
of land use rights = gz3] 1,884 2,546
Provision for write-down GFEEEMRENZRFE
of inventories to net realisable B (97 18)
value (Note 18) - 29,298
Provision for impairment FEWE 5 BRFURE 2 Bt
of trade receivables (Note 19) (FFEE19) 17,873 13,506
(Reversal of)/provision for prepayments, TENFIE © e REMEW
deposits and other receivables (Note 20) BRFZIRIE (B E), Bt
(MtzE20) (234,035) 121,725
Reversal of impairment FEW ERRE 2 ]
of loan receivables (Note 21) (ftzE21) (2,209) -
Auditors’ remuneration ZERET N &
— Audit services — 1ZH R 4,538 4,036
— Non-audit services — IERZE RS 2,281 135
Rental fee HeEH 181,570 396,865
Tax I8 154,179 120,983
Research and technical consulting fee RS E 113,269 51,133
Export fee HOBHA 6,622 15,153
Others Hih 180,974 202,754
Total 45 34,617,802 35,072,906
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36. EMPLOYEE BENEFIT EXPENSE

Staff costs (including directors’ emoluments)
— Salaries and welfare

— Pension costs — defined contribution

plans (a)

itEl(a)

Pensions — defined contribution plans

The employees of the subsidiaries of the Group that
are incorporated in the PRC participate in a defined
contribution retirement benefit plan organised by the
relevant provincial government. For the years ended
31 December 2018 and 2017, the Group is required to
make monthly defined contributions to these plans at
rates from 10% to 20%, with the base of their total salary
subject to a certain ceiling.

The Group has no other obligations for the payment
of retirement and other post-retirement benefits of
employees or retirees other than the payments disclosed
in the above note.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

For the year ended 31 December 2018

36. EEREAMAX

BERAN(BRESHE)
— e MEh
—RARERAR —ERHR

2018 2017
969,593 1,000,527
118,163 134,531

1,087,756 1,135,058

BNE — EBHEKEE

pal]

AN £ B A AR B A 11 A SZ O B B
ANAKEE2EBBEBNA
BOTERRARERKSA
£l - B ZE 20185 201712 A
SIAILFE  A5EZREEF
THRBI0% E20%F AMZSE
FFEER EREMR - ERET
EBRFTBR ©

B DA £ B 5 P 45 5B #O SR IRLSD -
AEBYEAEBSRKAL
SATRKRE Ris T EAMERKR
BANWEMBEE -
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36. EMPLOYEE BENEFIT EXPENSE (continued) 36.

(b)

(Allamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

Five highest paid individuals (o)

The five individuals whose emoluments were the highest
in the Group for the year include four (2017: two)
directors whose emoluments are reflected in the analysis
of Note 50. The emoluments of the remaining one (2017:
three) highest paid individuals for the year ended 31
December 2018 are as follows:

e 2R REMEN
RIREHE SR
B RAREE

Salaries, allowances and other benefits
Retirement benefits scheme contributions
Performance related incentive payments

The remuneration fell within the following bands:

HK$3,000,001 to HK$3,500,000 (approximately 3,000,001 75752 3,500,000 7T
RMB2,568,166 to RMB2,996,192) (8 NR# 2,568,166 T2
AR#2996,1927T)
HK$3,500,001 to HK$4,000,000 (approximately 3,500,001 j& 7T 2 4,000,000 /87T
RMB2,996,193 to RMB3,424,220) (HNR# 2,996,193 L2
AR 3,424,2207T)
HK$4,000,001 to HK$4,500,000 (approximately 4,000,001 & 7T Z 4,500,000 /87T
RMB3,424,221 to RMB3,852,248) (BANRE 3424201 L2
AR 3,852,248 L)

BEERBAX ()

hEsE=HMAL

AEEAEBAMN RS FHHA
T EIEMA (2017 & : WAL) =
F - EHMS 2 RMEE508 51T
27 - #Z= 2018128318
IEFEALZAFEB AL (2017
F =) EEEFATHEHE
™

2018 2017
771 2,149
39 =
3,000 7,800
3,810 9,949
B & F-LA T &6 E

Number of individuals

A8
2018 2017
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

37. FINANCE INCOME AND COSTS 37.
Interest expenses MEER
— borrowings —fER
— discount of notes receivable — M ERALR
— finance lease liabilities —REHERE
Net foreign exchange (losses)/gains fEREFER (B518) /I
on borrowings (Note 39) (Pf5E39)
Finance costs BATS R AR
Less: amounts capitalised as qualifying assets B ABREEEANMEER
Total finance costs (Note 43) BATSpK AN 428 (32 43)
Interest income FEWA
— bank deposits —RITER
— prepayments, deposits and other receivables  —TBfTEIE - e REM
FEUBR TR
— loan receivables — U E
Total finance income (Note 43) BRI A 4858 (Bi5E43)
Finance (costs)/income — net B (BR),/ A\ —F58
38. INCOME TAX EXPENSE 38.
Current income tax B HARTIS AR
- PRC enterprise income tax (the “EIT”) — R EFTIS
(MBI
— Singapore profit tax — I FAS L
Deferred income tax (Note 32) FEIEFTSER (FIsE32)

The Company was incorporated in Bermuda as an exempted
company with limited liability under the Companies Act 1981
of Bermuda and, accordingly, is exempted from payment of
Bermuda income tax.

The subsidiaries directly held by the Company were
incorporated in BVI with limited liability under the International
Business Companies Act Chapter 291 and, accordingly, are
exempted from payment of BVI income tax.

» 336 CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

[ 2 NS E:N

2018 2017

(89,923) (59,341)

(44,601) (14,780)

(11,688) (26,953)

(17,443) 17,048

(163,655) (84,026)

2,340 5171

(161,315) (78,855)

29,552 23,451

6,169 12,393

- 45,157

35,721 81,001

(125,594) 2,146

FriEBiEH

2018 2017

1,544,702 1,546,068

3,369 5,356

(109,172) (26,858)
1,438,899 1,524,566

RRBIRIEBREI981 FRARLEE
BRESMKIAEREEREER
A BERR N B RENSH

RRAEEFANNEB R RRIZEEER
BERREE 2N EERBHEBREE
SHEMKZBEREMERT - HER
PENEBERRESAEN
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

38.

INCOME TAX EXPENSE (continued)

No Hong Kong profits tax has been provided since the
Company and the subsidiaries traded or incorporated in
Hong Kong do not have assessable taxable profits during the
year ended 31 December 2018 after utilising accumulated
tax losses (2017: nil). The Directors are of opinion that the
accumulated tax losses of the Company and the subsidiaries
are unlikely to be utilised in the future. No deferred tax assets
were recognised.

China Oriental Singapore has been awarded the “Global
Trader Programme” (“GTP”) status for 2 years and 9 months
with effect from 1 April 2011 and continued to be awarded
from 1 January 2014 for 5 years. Income from qualifying
transactions will be taxed at the concessionary corporate tax
rate of 10%, subject to China Oriental Singapore meeting
certain terms and conditions as stated in the letter issued by
International Enterprise Singapore.

The PRC EIT is calculated based on the statutory profit of
subsidiaries incorporated in the Mainland China in accordance
with the PRC tax laws and regulations, after adjustments on
certain income and expense items which are not assessable
or deductible for income tax purposes. The EIT rate applicable
to the subsidiaries incorporated in the Mainland China is 25%
(2017: 25%) except for Zhongjin Leasing.

Zhongjin Leasing qualified as a key encouraged industry
enterprise and was established in an economically difficult
zone. Approved by local tax authority in 2017, Zhongjin
Leasing was entitled to a four year full tax exemption from 2017
to 2020. As at 31 December 2018, the effective tax rate of
Zhongjin Leasing was nil (2017: nil).

According to the applicable PRC tax regulations, dividends
distributed by a company established in the Mainland China to
a foreign investor with respect to profits derived after 1 January
2008 are generally subject to a 10% withholding tax.

38.

FEHER (&)

HREB AR FHEERE - RES
EITE S M AR R RS
ARAREZE2018F 12 31 HILFE
WA EERBFE - AR BRHRE
BREH(20174F : £) - EEFR
A ARRRHIBARNAKREHZR
STRUEEE 2 ATRE MK » R A
RIBIEFTISTLEE °

R ¥ EES B 2011 F 4 A
1 AREMNZFETNEAR RIKE
SETEl] i - WHEEESH 2014 F
1 H1BRERSFE - BIBRBEERF
DN E R INE BR X HRE B E T
B R A ETSI B B TR R IEHE - &
BRI 5 2 WA IRFRT B SERX
10% BF °

R B 1 ZE TS A D BT A B K BE R
AL EY B B A BIR A E B F » R
BRI AR IR - RARE T
AR S AT R T S B R A K 7
XIB B & E o BRANERBIARRET
A SZ KO BT B A R Y b ZEFTIS B A R
£525% (20174 : 25%) » BrAFERLE
4h o

FERMEEAEMBBESDLE - K
SO TNATHIE o FIEELE R 2017
FRISE M BHBEABLE - B2017F
FE2020F ZHMEZREEARFSM o
R2018F 12 31 H » HERMECE
BHEAEZT (2017F : T) -

AR E A R BB 50 - — MR E
AEERL S B A Bl [ IMEE B IRER
20081 A1 & 2 HAFIE 2 RE
—RRIBERAN 10% K FBFORL ©
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

38. INCOME TAX EXPENSE (continued) 38.

The taxation on the Group’s profit before taxation differs from
the theoretical amount that would arise using the weighted
average applicable tax rate of 24.93% (2017: 23.42%) to
respective profits of the consolidated entities for the years
ended 31 December 2018 and 2017 as follows:

B A A g )
AR KR EHBIR
—FRIRIL IS E M Y
B AR ZFEHiE%
REREIEFTSTE ER
ERMEERRTIAER

Profit before taxation

Taxation calculated at statutory tax rate
Tax exemption of a subsidiary established
in specific area
Temporary differences and tax losses
for which no deferred income tax
asset was recognised
R—EEE AR ZIREZ
AT (BE), B
M ARl B 2 FaFOH

(Reversal)/provision of withholding
tax of investment in an associate
Withholding tax on dividends
from subsidiaries

FEHER (&)

7 & E Br AR A Y B IR R B E
20184 K 201712 A31 H It F &
& BB s F) B B NfE T =
24.93% (2017 & : 23.42%) T EHIE
RAREERZEE DRI -

Utilisation of previously unrecognised
tax losses and temporary differences

Withholding tax of intra-group interest

Effect of non-taxable income

Effect of non-deductible expenses

BB ERTER ZHAEER
xR

KBNS 2B

BERRWAZZE

AR E Rz &

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

2018 2017
6,299,420 6,407,730
1,570,294 1,500,376
(124,725) (10,042)
26,941 70,550
(10,237) 906
120,662 -
(90,069) (27,880)
277 286
(57,653) (14,180)
3,409 4,550
1,438,899 1,524,566
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For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

39. NET FOREIGN EXCHANGE GAINS/(LOSSES) 39. ERWE (EE) BE
The exchange differences credited in the consolidated RAIESERNCEEY =257
statement of profit or loss included the followings: T
2018 2017
Other gains — net (Note 33) Hip e zs — 558
(PtzE33) 32,603 (20,876)
Finance (costs)/income — net (Note 37) B (BRAN) /U A — %58
(Mg=E37) (17,443) 17,048
15,160 (3,828)
40. GAINS/(LOSSES) FROM DERIVATIVE FINANCIAL 40. fTEERI Bz E (E#E)
INSTRUMENTS
2018 2017
Investment gains/(losses) from foreign HNER IR BR & 4 2
currency forward contracts (a) w&E W= (1) (a) 18,559 (25,829
Investment losses from foreign currency, ANEE R 2 I SR A
interest rate and iron ore swap BEHA 2B EE ()
contracts (b) (252) (12,518)
Investment gains/(losses) from iron ore HIEA KR E
and rebar future contracts (c) ARz EWS,/ (B18) () 11,565 (36,849)
Total ot 29,872 (75,196)
(@) As at 31 December 2018, realised gains amounted to @@ 20184128318 » IMNE=RER

RMB 33.4 million and unrealised losses amounted to
RMB 14.8 million (2017: realised losses amounted to
RMB 22.5 million and unrealised losses amounted to
RMB 3.3 million) were derived from foreign currency
forward contracts. A derivative financial liability of RMB
14.8 million was recognised on balance sheet as at 31
December 2018 accordingly.

ANEEARKES340BLER
RIS B AREEA,480 8 LA
REE (2017 4F « AR# 2,250
SETEEREBEERARKIN0S
TOARFEREE) - Bt - 722018
F12H831H - AR¥1,4808
THITESRBEREEAR
KRR -
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

40. GAINS/(LOSSES) FROM DERIVATIVE FINANCIAL 40.

INSTRUMENTS (continued)

(o) As at 31 December 2018, unrealised losses amounted
to RMB 0.3 million (2017: realised losses amounted to
RMB 12.6 million and unrealised gains amounted to
RMB 0.1 million) were derived from foreign currency,
interest rate and iron ore swap contracts. A derivative
financial liability of RMB 0.3 million was recognised on
balance sheet as at 31 December 2018 accordingly.

(c) As at 31 December 2018, realised gains amounted to
RMB 10.1 million and unrealised gains amounted to
RMB 1.5 million (2017: realised losses amounted to
RMB 31.2 million and unrealised losses amounted to
RMB 5.6 million) were derived from iron ore and rebar
future contracts. A derivative financial asset of RMB 2.2
million and a derivative financial liability of RMB 0.7 million
were recognised on balance sheet as at 31 December
2018 accordingly.

41. EARNINGS PER SHARE 41.

Basic

Basic earnings per share is calculated by dividing the profit
attributable to owners of the Company by the weighted
average number of ordinary shares in issue during the year.

Profit attributable to owners of the Company

Weighted average number of ordinary shares & 277 & i@ A% &9 it
in issue (thousands) 2 (FAR)

Basic earnings per share (RMB per share)

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

TEEMIAZIRE (B8)(#)

(b)

R20184F 12 A31H » 4N« 7
EREEAEPENEEAR
H 30 BT AR EREIE (2017 4 -
ARKE1,260 8 T2 R ETE &
ARK10B TR ERRE)
It - 201812 A31H * AR
BB ITHITESRABERE
ERERPER -

R2018F 12 A31H » #EHEA
REHHBRE S OEEARE
1,010 B LB ER = R AR
150 & 7T AR B R U 1 (2017 £F -
AR 3,120 8 LB MEREE K
AR 560 8T AR EREE)
Hit - M2018F12A31H * A
REE2208THITESREE R
ARBTOETHNITESHAR
REEBEXRTHER -

BRYE

K

BREAMEIRBARRERTE
EREENRAFAD BT EBERD
I EMAtH o

NI S SR o kg apigil

FhENE (ERARET)

2018 2017
4,781,678 4,839,080
3,655,434 3,471,628

1.31 1.39
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(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

41.

EARNINGS PER SHARE (continued)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.
As at 31 December 2017, the Company has one category of
dilutive potential ordinary shares: share options. For the share
options, a calculation is done to determine the number of
shares that could have been acquired at fair value (determined
as the average annual market share price of the Company’s
shares) based on the monetary value of the subscription rights
attached to outstanding share options. The number of shares
calculated as above is compared with the number of shares

41.

BRWE (&)

Mg

RS T ERBZATA A HER
VBB Wk - EREED
TERROMEFLIREGE - B
2017512 A31H "AAER —
O MERN B LA - B - 3t
BREM S @ BRIEEARTTEBRER
WHREBENELEE  ETRAN
BE(BEAARARBRONFEAFE
ME)ATBANKRMDEE - A LR
NETE D& E R R BT
MEEBITHIRME B (EHEEE - 1
20184 12 A31 H * AR aRA T

that would have been issued assuming the exercise of the T ER) BT @R o
share options. As at 31 December 2018, the Company did not
have any dilutive potential ordinary share.
2018 2017

Profit attributable to owners of the Company  ZNA BliEzsiE 7 & FE(L 3 4,781,678 4,839,080
Weighted average number of ordinary ARG E BRERKER

shares in issue used in calculating BB TE BRI

basic earnings per share (thousands) SEHE(TFIR) 3,655,434 3,471,628
Adjustments for options (thousands) AR (TAR) 4,738 55,152
Weighted average number of ordinary

shares and potential ordinary STEGRGEWERRE

shares issued as the denominator AOEREBEITEER K

in calculating diluted earnings VEE TR hnE I 2K

per share (thousands) (FR%) 3,660,172 3,526,780
Diluted earnings per share (RMB per share)  &ixmEW = (FRAREIT) 1.31 1.37
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(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

42. DIVIDENDS

Interim, paid (a) (b)
Final, paid (c)
Final, proposed (d)

(@

RE - B ()
RE - & (0)

At a meeting held on 29 August 2018, the Board
proposed an interim dividend of HK$ 707.3 million
(approximately RMB 613.4 million), representing HK$
0.19 per ordinary share in respect of the six months
ended 30 June 2018. The proposed dividend was paid
during the year ended 31 December 2018.

At a meeting held on 22 August 2017, the Board
proposed an interim dividend of HK$ 457.8 million
(approximately RMB 390.6 million), representing HK$
0.13 per ordinary share in respect of the six months
ended 30 June 2017. The proposed dividend was paid
during the year ended 31 December 2017.

At a meeting held on 28 March 2018, the Board
proposed a final dividend of HK$ 818.9 million
(approximately RMB 655.3 million), representing HK$
0.22 per ordinary share and a special dividend of
HK$ 409.5 million (approximately RMB 327.7 million),
representing HK$ 0.11 per ordinary share in respect
of the year ended 31 December 2017. This proposed
dividend was approved by the shareholders of the
Company on the Annual General Meeting of the
Company dated 1 June 2018 and was paid during the
year.

At a meeting held on 28 March 2019, the Board
proposed a final dividend of HK$ 405.2 million
(approximately RMB 344.7 million), representing HK$
0.11 per ordinary share and a special dividend of
HK$ 262.5 million (approximately RMB 223.4 million),
representing HK$ 0.07 per ordinary share in respect of
the year ended 31 December 2018.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

For the year ended 31 December 2018

FE - B4 (a) (b)

42. RS

2018 2017
613,395 390,625
- 982,992
568,064 =

R20184E8 A29 HEITH &%
L EZREAEZE2018F
6 A 30 B 1L/~ {8 A2 B B
7.073 8T (W ARKE 61348
o) (BIEAREAmAR0.19787T) °
HEZREORSERER
2018F 12 A31 H IEFEAL LT »

R2017FE8 A2 HERTH &%
F EEREERBE2017TF
6 A 30 B 1E7< & Ak 2 3R &
4.578 1B AT (K AR 3.906 18
or) (BNEAREmAR0.13487T) o
HEZRENREEREZR
201712 A1 HIEFEAL AT ©

MR20184F 3 A28 HETH &%
F EEZREZRBE2017F
12 A 31 B IEFEIRZEREARE
8.1891E 4 7t (41 A R % 6.553
B7r) (BEgakEimA%0.22 % T)
Ko 5 B B% B 4.095 (878 7T (4 A
R 3.277 8m) (AIERE B
0.1187T) o ILEFRIKZFHRE
R20184F6 A 1 HAR AIE1TH)
R ey N NN I
RiBBRERFEALZT -

MR20194F 3 A28 HETH S
L EFEREEMEE2018F
12 A 31 B IEFEIRZERERE
4.05218 7% 7t (4 A R ¥63.447
87r) (ANEREmAz0.11%7T)
N RIRL B 2.625 B8 7T (49 A
E#2.23487m) (BRI @R
0.07787T) °
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43.

CASH GENERATED FROM OPERATIONS

(@)

(Allamounts in RMB thousands unless otherwise stated)

BRI

Reconciliation of profit before income tax to cash (@)
generated from operations is as follows:

Profit before income tax

Adjustments for:

Amortisation of leasehold land and land
use rights (Notes 6, 35)

Depreciation of property, plant and
equipment (Notes 7, 35)

Depreciation of investment properties
(Notes 8, 35)

Amortisation of intangible
assets (Notes 9, 35)

Losses/(gains) on disposal of property,
plant and equipment (Note 33)

Gains on disposal of investment
property (Note 33)

Provision for write-down of inventories

to net realisable value (Notes 18, 35)

Provision for impairment of trade
receivables (Notes 19, 35)

(Reversal of)/provision for
prepayments, deposits and

other receivables (Notes 20, 35)

Reversal of impairment of loan
receivables (Notes 21, 35)

Share of results of associates and
a joint venture (Note 11)

Gain on disposal of financial assets
at fair value through other
comprehensive income (Note 33)

Losses on disposal of available-for-sale
financial assets (Note 33)

(Gains)/losses from derivative financial
instruments (Note 40)

Dividend income from financial assets
at fair value through other
comprehensive income (Note 34)

Interest income from financial assets
at fair value through other
comprehensive income (Note 34)

(B

FIEERANARE T T REN)

B Ot IR

For the year ended 31 December 2018

BZE20185F 12 A31 HIESEE

43. BEEANRS

BR BT 45 B4 A i 1) B2 B B AR A
WEMAIRNT -
2018 2017
PR P13 AD Al 6,299,420 6,407,730
HE
FE i o L3 {55 ARG
(Fi#E6 ~ 35) 5,812 5,812
M - BERRETE
(BfaE7 - 35) 1,131,372 1,044,742
REMENE
(BfzE8 * 35) 11,530 6,916
B AR
(Ff#£9 ~ 35) 11,550 10,647
HEME - BEREE
2518,/ (es) (Fi#E33) 214,734 (1,752)
HEREME 2 W
(P95 33) (2,529) =
FEEEMBREENERFE
2 B (HizE18 « 35) - 29,298
e E SRR B 2 B
(BzE19 ~ 35) 17,873 13,506
BRI - e RE M EUERRK
ZRME (BE), B
(BfzE20 ~ 35) (234,035) 121,725
FEMRE TR B B
(BifzE21 ~ 35) (2,209) =
B ENRR—MAaEhE
R (FiFsE11) 1,941 (389)
HERAABEFEAHED
STARMERA M2
SREE 2 Wkas (HT3E33) (2,635) -
HEAHIESHEE
2 E518 (Fid5E33) - 1,881
fTESBMIAZ (W),
E518 (FiIsE40) (29,872) 75,196
BORBEFEEEEHHTA
HEirtlams mMEE
Z BB (PEE34) (6,319) -
BORBEFEEEEHHTA
HEiiralham s SREE L
FS WA (i 3E34) (8,279) =
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Notes to the Consolidated Financial Statements & Bt & R Kz

For the year ended 31 December 2018
HE2018F 12 A BIEFE

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

43.

CASH GENERATED FROM OPERATIONS (continued) 43. EEEENRE (E)
(@ Reconciliation of profit before income tax to cash @ BRPTS R A A B B E A

generated from operations is as follows: (continued)

Interest income from available-for-sale
financial assets (Note 34)

Interest income from loan receivables
(Note 34)

Fair value loss/(gain) of financial assets at fair
value through profit or loss (Note 33)

Investment income from financial
assets at fair value through
profit or loss (Note 33)

Impairment loss on investment in
an associate (Note 11)

Other foreign exchange (gains)/losses
(Notes 33, 39)

Finance income (Note 37)

Finance costs (Note 37)

Decrease in inventories, properties
under development and held for sale
and investment properties

Decrease/(increase) in trade and
notes receivables, prepayments,
deposits and other receivables

Decrease/(increase) in amounts due
from related parties

(Increase)/decrease in restricted
bank balances

Increase in deferred revenue (Note 31)

Decrease in trade payables, accruals,
advances from customers and
other current liabilities

Increase in amounts due to related parties

Increase in contract liabilities

Cash generated from operation

AHREESREE 2 FBBA
(FiisE34)

FEWE R 2 FIE WA
(BFzE34)

BARBENEEEEHIA
BakZemEEZRRN
BEBRE, (Yas) (HiE33)

BARBEFEEEEHIA
BakZemEEZRE
WA (Fii#E33)

R—EBERRZIRE
FERER (PHEE11)

HAibfE N (Wa) /BB
(Bf#£33 + 39)

BRI (BI5E37)

BRSPS (PfE37)

T - BEPREE
HEWERIEE Y

BRESERREE
FERFIE -« Re REAM
FEMRBR SR D/ (3600)

ek BB 5 308
w/(Em)

X IR BRI T4 R
(Em),/ md

WAL N (FF3E31)

EREZER - BREA
FWEFZIE R E iR
BERD

JE<t BB 5 ZIRE AN

BHAEEM

EEELNRSE

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

REMFEARMT : ()

2018 2017
- (6,590)

(4,985) -
3,416 (2,162)
(203,646) (53,083)
34,122 -
(32,603) 20,876
(35,721) (81,001)
161,315 78,855
273,140 1,132,962
968,340 (1,788,655)
1,952 (2,872)
(62,661) 473,466
8,472 33,557
(571,868) (2,140,385)
22,347 9,505
1,629,944 -
9,599,918 5,389,785




Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

43. CASH GENERATED FROM OPERATIONS (continued)

(b)

Major non-cash transactions:

Except the major non-cash transactions disclosed
elsewhere in these consolidated financial statements, the
Group endorsed bank acceptance notes to suppliers for
purchase of property, plant and equipment amounting to
approximately RMB 1,125 million (2017: approximately
RMB 350 million) for the year ended 31 December 2018.

In the consolidated statement of cash flows, proceeds
from sales of property, plant and equipment comprised:

Net book amount of property,
plant and equipment disposed (Note 7)
(Losses)/gains on disposals of property,
plant and equipment (Note 33)
Non-cash assets received

43. EEELAWNRE (E)
(o) EEFRERH:

BR & 0 B 75 ¥ 3% H Ath 3019 P 4%
BOEEFBRERZHI BHE
2018F 12 31 HILFE - A%
EREEYE - BERZER
HEFSERTELEZHA
R¥A11.2587L (20174 : AN
R#3.5018TT) °

© RETREXRA LHEWE-

HEWE - BB L&RE
RRREFE (HEE7)
HEWE - BERREZ

(E18),Wees (PHEE33)
BUCEREEE

Cash proceeds from disposal of property, HEWE - ME &

plant and equipment

Non-cash assets received mainly represented bank
acceptance notes and other receivables received from
deductions of property, plant and equipment.

REFERE

[P KR TS IR BRI ¢
2018 2017
268,486 6,281
(214,734) 1,752
(53,403) (7,839)
349 194

WEBHFREEETEHERY
% BB KRR M ERY IR
1T R I B At U BR K
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

43. CASH GENERATED FROM OPERATIONS (continued) 43. BEEEMNES ()
(d)  Recondiliation of liabilities arising from financing activities o BMEFIHELEMNEBBEZAGE
is as follows: R
QOther QOther
Loanfroma  Loansfrom long-term long-term
Borowings ~ Bomowings  related party  related parties payables payables
(Non-current) (Current)  (Non-current) (Current)  (Non-current) (Current) Total
—£ BEn R LR
&7t B RECER  RIER EEER EUER

(%) (k@) (ki@ (@) (hig) (@) ait

At 31 December 2016 R2016% 128318 246,500 1,134,507 51,869 23931 615,194 551,392 2,623,383
Cash flows Réng
~Infiow from financing actvities ~ ~BEEEIRA - 4580802 - - - - 4580802
~Qutfow fom francng activies  ~AEBiEA B0 (3816065 - S W00 B0 (476905
Non-cash changes ey
- Reclassflication -E5% (8,000) 8,000 (36,480) 36,480 206,043) 206,043 -
- Paid in notes receivables ~ eSS - - (15,379 - 33%) - (18,769)
- ncrease in future fivance -BEREZARBE

charges on finance leases SEm - - - - (5761) (895) (6,656)
Curency translaions L3 - (17,048 - - - - (17,049)
At 31 December 2017 ROTE128318 235,500 1,890,206 - 60411 - 206,540 2,392,657
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(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEINARBETTREN)

43. CASH GENERATED FROM OPERATIONS (continued)

Notes to the Consolidated Financial Statements & 381 # Rk 3% M 5+

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

LCEEENRE ()

Reconciliation of liabilities arising from financing activities
is as follows: (continued)

At 31 December 2017

RERDELNABZHEH
ST ¢ (&)

Other
long-term
payables
(Current)
AR
ERER
(R3)

206,540

- Inflow from financing activities
- Outfiow from financing activities

-RARE ANRE

- Increase in future finance charges

(206,043)

{91

At 31 December 2018
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

44. DISPOSAL OF A SUBSIDIARY 44, HE—HBEHBLTF
Pursuant to a sale and purchase agreement, the Group sold BiE—MDEEH= ~NEEMN2018
entire equity holdings of Tianjin Oriental Jiangtian Section and F6H25 HM—RE=FHEREN
Steel Sales Co., Ltd. (“Oriental Jiangtian”) to a third party on 25 RATIRAEMHERR AR ([RAT
June 2018. R )2 R HE -
Net assets disposed with reconciliation of disposal gains and FrHEmFEEEHERENBER
cash outflow are as follows: 2 SRR
Net assets disposed of comprise: FTEEZFEERE
25 June 2018
20186 A25H
Unaudited
RECEZ
Cash and cash equivalents BENREEEY 64,322
Property, plant and equipment VI - R KR 39,277
Inventories FE 157,319
Receivables FEUBR TR 87,968
Financial assets at fair value through profit or loss AR BEFE=EEZETA
BRERZEMEE 39,736
Payables FERSBRFR (378,622)
Group’s share of net assets disposed of REBEEFTHECFEE 10,000
Consideration received from disposal B HEEERENRE 10,000
Gain/(loss) on disposal of a subsidiary HE—MBARZ S (EE) -
Total consideration BR(E 10,000
Less: Cash and cash equivalents in BRI EERTRHIRS
the entity disposed KIREEEY (64,322)
Net cash outflow arising from disposal M ESRTHEENE SR FE (54,322)
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Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

45.

BUSINESS COMBINATIONS

On 1 November 2018, the Group acquired 60% share equity
of Beijing SBS, a company that designs and develops steel
structure buildings, at a consideration of about RMB 50
million in form of capital injection. The acquisition is expected
to extend the Group’s industrial chain vertically to the
downstream steel structure construction industry. None of the
goodwill recognised is expected to be deductible for income
tax purposes.

The goodwill of RMB 47 million arises from a number of factors
including achieving vertical integration with related industry
and obtaining professional technical team in designing,
manufacturing and constructing steel architecture.

The following table summarises the consideration paid for

Beijing SBS, and the amounts of the assets acquired and
liabilities assumed recognised at the acquisition date.

Purchase consideration (capital injection)

45.

BERECEE)

EBE0

R2018F 11 A1 8 » AEELAKEL
AR 50008 7T AT E A U BE AL
REBER(— MR RAEHEER
H£H AT ) Z60%MKHE - TBEUKREE &
150 7N £ (8] ) /25 3 SR AL (R XE 1R 2= T
EREETE EHMEERREE
A RPTIS TR AR ©

ARBATOETHNEBELA — K
JIRE - BRERERBETROMR
BAUAREESNER  BEREEN
R ERTIE -

TERBEHIERBEBEFHRE
BRERRNEBEEEREUBENEERDE
EfEZRE -

1 November
2018
2018

11 A1H

50,000
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

45. BUSINESS COMBINATIONS (continued) 45.

Recognised amounts of identifiable assets acquired and
liabilities assumed

EBEH(E)

AEANERBEEREAEREZ
EfERTE

Provisional fair value EmAnEE
1 November
2018
2018 £
11A1H
Cash and cash equivalents ReERREEEY 51,518
Property, plant and equipment VI -« BB KEE 271
Intangible assets: software BVEE - 8t 36
Receivables FEMRIE 13,258
Payables FERTEIR (53,942)
Employee benefit obligations EERNEAE (5,550)
Total identifiable net assets AR F A EREE 5,591
Less: non-controlling interests W IR R R (2,236)
Add: goodwill e g 46,645
50,000

The revenue included in the consolidated statement of profit or
loss since 1 November 2018 contributed by Beijing SBS was
RMB 2.9 million. Beijing SBS also contributed profit of RMB
0.3 million over the same period.

Had Beijing SBS been consolidated from 1 January 2018, the

consolidated statement of profit or loss would show proforma
revenue of RMB 7.1 million and profit of RMB 0.1 million.

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

REHBRZRABEHIIREBER
BAHURA B ARE200& T - It RE
BENABHEENEFAREI08

JC °

Wit R EBERE2018F 1 51 Bt
WEH  AHEERRBEIHESKRA
ARBT10ETT R af ARE108 T °



Notes to the Consolidated Financial Statements & Bt #& R R Hi

For the year ended 31 December 2018
HZE2018F 12 A31 ALEFE

(Allamounts in RMB thousands unless otherwise stated)

(BABEPN - MESEINARBETTREN)

46. COMMITMENTS

(@)

Capital commitments

46. &I

(@) BEARAIE

2018 2017
Purchase of property, plant and equipment  BBE % - = L&EE

— Contracted but not provided for — BRI AMERE 1,824,782 413,854
— Authorised but not contracted for —BEREERFTLD 238,701 269,334
2,063,483 683,188

Commitments to properties under development (o) EERPWEZAIE
2018 2017
Purchase of properties under development B B 3R - 22,761

Operating lease commitments

The future aggregate minimum lease rental expenses in
respect of land use rights, property, plant and equipment
under non-cancellable operating leases are payable as
follows:

No later than one year 1FR

Later than one year and no later than 1F L E
five years

Later than five years 5 E

() R=EMEAE

BRETARGHEEHERTH
THERE WX BE MR
EOENARZEREHES 2

ST -
2018 2017
10,308 190,183
' BEPNA
31,579 31,628
90,001 97,661
131,888 319,472
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

47. RELATED PARTY TRANSACTIONS 47. BELERS
(@)  For the years ended 31 December 2018 and 2017, the (@ E 220184 & 2017 12 A 31
Directors are of the view that the following companies AIEFE  EFMRAENUTA
and persons are related parties of the Group: Al R AT AN E A RS
Name Relationship with the Group
=t BEZAC R B YRR R
Foshan Jin Lan Aluminium Company Limited Minority shareholder of Jinxi Jinlan
(“Foshan Jin Lan”)
#IL S BEEMmAER AR b= iidfenals S0 p
(TEEL2E 1)
Foshan Jin Lan Nonferrous Metals Product Foshan Jin Lan’s subsidiary
Co., Ltd. (“Jin Lan Nonferrous Metals”)
HLeHEECSBERERAT G A=l NG
(EHEETE])
Tangshan Fengnan Qu Jinxi Fenggang Iron and Chairman of the board of Jinxi Fenggang is Mr. Shen
Steel Co., Ltd. (“Jinxi Fenggang”) Xiaoling, a director of the Company
o LI T 2 i [ 2 P ) o 2 RREMEERFIER/ARRRET LRI LE
BRAT(EFELH])
Mr. Li Hejun Minority shareholder of Jinxi Heavy Industry, a
subsidiary of the Group, up to 1 January 2018
FEEEYE HZE2018F1 A1 BAKE—HMEAREASET
B D BIRR R

Oriental Sheet Piling Sdn. Bhd. and its subsidiaries ~ Controlled by the same ultimate parent company of

(“Oriental Sheet Piling”) ArcelorMittal Holdings AG, an entity holds over
20% equity interests in the Company
Oriental Sheet Piling Sdn. Bhd. & EFffE A 7 BB AREIBIB20% = E S
([ Oriental Sheet Piling |) ArcelorMittal Holdings AGEYAE R 5 48 & A &4 il
Arcelor International Steel Trading (Shanghai) Controlled by the same ultimate parent company of
Co., Ltd. (“Arcelor International Trading”) ArcelorMittal Holdings AG, an entity holds over
20% equity interests in the Company
Arcelor International Steel Trading (Shanghai) BB AREIBIB20% EmrE S
Co., Ltd ([ Arcelor International Trading |) ArcelorMittal Holdings AGHIAE Rl S 42 & A =142 il
XTAL An associated company of the Group
XTAL RE B —FEHEE R A

» 352 CHINA ORIENTAL GROUP COMPANY LIMITED 575 E@ERAR AR



Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

47. RELATED PARTY TRANSACTIONS (continued) 47. BABAERB (&)

(@ For the years ended 31 December 2018 and 2017, the (a)
Directors are of the view that the following companies

B 220184 & 2017 F 12 A 31
BIEFE  E=MRAENATA

and persons are related parties of the Group: (continued)

AIRALTRANEENEE S

Name

=

Tianjin Zhanwei Technology Co., Ltd.
(“Tianjin Zhanwei”)

RERBEHAR AR ([ RZREM])

Hurstville Trust
Hurstville Trust

Atlas Property Holdings Pty. Ltd. (“Atlas”)
Atlas Property Holdings Pty. Ltd. ([Atlas |)

Vodar Tianjin Co., Ltd. (“Tianjin Vodar”)
RER (K2 REERAR ([ RERER])

KOHE Industrial Plant and Technology
Company Ltd. (“Kohe”)
Rk T2 M7 (_8) AR AR (TR ])

Mr. Zhou Weijie
AR E

The English name of certain companies referred in this
financial statements represent management’s best effort
at translating the Chinese names of these companies as

no English names have been registered.

(&)

Relationship with the Group
EA A2 B W BA 1R

Minority shareholder of a subsidiary of the Group

AEE-HHNBARZ DERR

A joint venture of the Group
REEN—FHEERE

The other shareholder of an associated company of
the Group
AEE B —EE g R A 2 B AR

Minority shareholder of a subsidiary of the Group
REBE—RHWB AR 2 DEIR

Minority shareholder of a subsidiary of the Group

AEE—-FBARZ PBIRE

Controlling shareholder of Foshan Jin Lan

Bl WA

ENCb RS U= i RN
XNEBRERERBEFT XA
BREBEMS AR Z
FERAMTEESREMMETRX
HHE o
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Notes to the Consolidated Financial Statements & Bt & R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31HILEEE

47. RELATED PARTY TRANSACTIONS (continued) 47. BEAEREZ (E)

(b) Save as disclosed elsewhere in the consolidated (b)
financial statements, the Directors were of the view that
the following significant related party transactions were
carried out in the normal course of business of the Group
during the years ended 31 December 2018 and 2017:

Sales of goods HEEY

— Arcelor International Trading — Arcelor International Trading
— Oriental Sheet Piling — Oriental Sheet Piling
— Tianjin Vodar — RERER

Sales of utilities HERER

— Jin Lan Nonferrous Metals —SHBERE

— Foshan Jin Lan —HBILEEH

Sales of service SHERRTS

~ XTAL — XTAL

Purchase of goods BEEY

— Tianjin Vodar —RERER
Purchase of service BE RS

— Kohe — Bk

—XTAL — XTAL

CHINA ORIENTAL GROUP COMPANY LIMITED A ER: EEIZERER A E

B AR & OF B 755 3R 3% E 2640 =P
2% %I RE E2018F &
201712 A1 BILFER - &
EMRBAATHEKNBE R
SR AEB B EEBHBRESD
LT

2018 2017
27,449 2,034
15,275 =

1,830 =
44,554 2,034
26,094 27,812

2,383 =
28,477 27,812

157 6,373
81,952 =
31,995 =

7,067 9,747

39,062 9,747




Notes to the Consolidated Financial Statements & Bt #& R R Hi

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREEBI - FTESEIUARBTTAREN) BZE2018F12A31HILEE

47. RELATED PARTY TRANSACTIONS (continued)

(b)

Save as disclosed elsewhere in the consolidated
financial statements, the Directors were of the view that
the following significant related party transactions were
carried out in the normal course of business of the Group
during the years ended 31 December 2018 and 2017:
(continued)

() Key management compensation

Key management includes executive and non-
executive directors. The compensation paid or
payable to key management for employee services
is shown below:

Salaries and other short-term e M H AR HA
employee benefits EEEH

Post-employment benefits RIKS K

Share-based payments FEARRE

47. BHAERZ (&)

() BRAE T BEHREEMEBH
BB RE E20185F K&
20171231 HILEER &
EMREBULTHENBE R
SR ALEH XS BRER
T (')

(i) EEEBAEMS
FTEEBASBERNITR

FRITEE - EEIRSK
MEeNHENEZEEEA

BRMET -
2018 2017
45,663 26,769
75 80
45,738 26,849
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN FTESEIUARBTTREN) BZE2018F12A31 HILEE

47. RELATED PARTY TRANSACTIONS (continued) 47.

(c) The following were the related party balances of the
Group as at 31 December 2018 and 2017:

Amounts due from related parties JE U BAR: 5 FO0E
Current bl

Trade balance B

— Jin Lan Nonferrous Metals —SHAEBRLE
— Foshan Jin Lan — LR

— XTAL —XTAL

Loans to related parties ezl =E

— Hurstville Trust —Hurstville Trust
— Tianjin Zhanwei (i) — RERM ()

— Atlas —Atlas

— Mr. Zhou Weijie (ii) — EIE B AE (i)
_ XTAL —XTAL

As at 31 December 2018 and 2017, the fair values of the
Group’s amounts due from related parties approximated
their carrying amount, as the impact of discounting is not
significant.

As at 31 December 2018, the ageing of trade balances
due from related parties were within three months.

Except for the related party balances disclosed in (i) (i)

below, others were unsecured, interest-free and without
fixed terms of repayments.

» 356 CHINA ORIENTAL GROUP COMPANY LIMITED A EIRG EEIZERER A F

RIS (&)

A20184E 2017412 A318 -
AREEBMREH S R0

2018 2017
1,247 =
525 =

- 7,974

1,772 7,974
65,048 71,256
56,450 52,200
47,636 30,754
15,000 =
- 11,767
184,134 165,977
185,906 173,951

R20184F 20174128318 -
EAMRTETELR  AEEH
FEW AR A R IB 2 AR BEER
AEBREE -

R2018F 12 A31 H - fEUREHES
HESEBERRAE=EANRN -

B T 51 (i) (i) 52 B8 B0 BE Bk 5 A5 B4
Sh - Bt EER - 288
EEEEES -



Notes to the Consolidated Financial Statements & Bt #& R R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BRREERBI - FTESEIUARBTTAEN) BZE2018F12A31HILEE

47. RELATED PARTY TRANSACTIONS (continued)

(©)

The following were the related party balances of the
Group as at 31 December 2018 and 2017: (continued)

(i) The loan to Tianjin Zhanwei was secured by shares
of a minority shareholder of Dongfang Jingyuan,
bore interest at a rate of 8% per annum and
repayable within one year.

(i) The loan to Mr. Zhou Weijie was secured by shares
of a minority shareholder of Foshan Jin Lan, bore
interest at a rate of 8% per annum and repayable
within one year.

As at 31 December 2018, the carrying amount of the
Group’s amounts due from related parties amounting
to RMB 1183 million (2017: RMB 102 million), RMB
73 million (2017: RMB 52 million) and nil (2017: RMB
20 million) were dominated in AU$, RMB and US$
respectively.

47. BHAERZ (&)

(© HM2018FEK20174128318 -
AEEW@BTEBET
(&

) ERTRERMARTT A
R—2 L BIRR 2 1
B ZFM K% B
RER—FREE -

(i) ERTERGEEEUBL
TR —RDBBEER BN
TEHEAR - REF E8% 5T
BRAR—FAEE -

R2018F 12318 A& E
B FE U BB 5 SRIB 2 BRTE B &
ARB1A8EIT(20174F : AR
¥1.02187m) - ARB7,3008
To(20174F : AR¥5,200&7T)
MZE(2017F : AR¥E2,0008
JL) - A RILURTT - AR KR
JLEME °
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Notes to the Consolidated Financial Statements & Bt &8 R Kz

(Allamounts in RMB thousands unless otherwise stated)

(BABEAN  ESEINARBETTREN)

47.

RELATED PARTY TRANSACTIONS (continued)

(c) The following were the related party balances of the
Group as at 31 December 2018 and 2017: (continued)

Amounts due to related parties

Current

Loans from related parties
— Foshan Jin Lan (i)

— Mr. Li Hejun

Trade balance
— XTAL
— Tianjin Vodar

Others
— Kohe
— Foshan Jin Lan
— Jinxi Fenggang

— Oriental Sheet Piling
— Arcelor International Trading

For the year ended 31 December 2018
HE2018F 12 A BIEFE

47.

RIS (&)

(© H2018FEK20174128318 -
AEEMBEBHEHOT

(%)
2018 2017
& BB 5 5K
i)
BN G
—fFEILE R () 23,931 23,931
—FEELE - 36,480
23,931 60,411
B St
—XTAL 4,668 11,178
— RBRER 63 -
4,731 11,178
HAtb
— Rk 29,407 -
— 1L BB 383 531
—RFEH 354 354
— Oriental Sheet Piling 302 302
— Arcelor International Trading 10 475
30,456 1,662
59,118 73,251

Except for the related party balances disclosed in (i) below,

others were unsecured, interest-free and without fixed terms of

repayments.

(i) The loan from Foshan Jin Lan was unsecured, interest-

free.

CHINA ORIENTAL GROUP COMPANY LIMITED B3R EEIZERER A F

BR T 51 ) B2 ER e RS 7 AR SD -
Hg SEEH - 28 LEE

EEER -

0 GLSEREZEFRSE

BERRRE -



Notes to the Consolidated Financial Statements & Bt #& 3 R Kz

(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

48.

49,

POST BALANCE SHEET EVENTS

(A BB -

48.

Reference is made to the announcement of the Company
dated 16 January 2019, Jinxi Limited acquired 14,500,000
shares, representing 29% of the total issued share capital of

Zhengda Iron and Steel, a subsidiary of the Group, from the

minority shareholders at a cash consideration of RMB 14.5

million and acquired iron and steel production capacity of

0.6 million tonnes from Energy Consumption and Production

Capacity Exchange of Tangshan City at a cash consideration

of RMB 892.4 million respectively.

BALANCE SHEET AND RESERVE MOVEMENT OF 49.

THE COMPANY

ASSETS

Non-current assets
Property, plant and equipment
Investments in subsidiaries
Loans to subsidiaries
Financial assets at fair value through

other comprehensive income

Available-for-sale financial assets

Current assets

Trade receivables

Prepayments, deposits and
other receivables

Amounts due from a related party

Financial assets at fair value through
profit or loss

Restricted bank balances

Cash and cash equivalents

Total assets

&E
FRBEE

B A EHE
B A BER
BARBEFEERE

Hibira a2 SREE

AHHECREE

REBEE

FE W Z PR
BNFIR - mER

HoAth FEULBR K

FE W — 22 BRESE 77 5RO
BARBEFELREES
FAABRRZERMEE
RREIRITAESR
RekBReEED

REE

FIESBRANARBT TREN) BE2018F12A31 HIEFE

HERREHE

2B ABA2019F1 16 B Z AR
AIAE  BEMES FILRESRER
AR #1,450 8 T[] IF 4 8 & (AN &
Er—FEREAR) /)RR IS
14,500,000 g Bz 5 - G H B #1748
RANE29% R AR @ R ERARKE
8.924 8 7T [A1 & LU T BE IR B B Fl 2= 68
R 5 IR EE 60 S 1ERY IR i EE AL o

AAFEERERRFHREED

As at 31 December

R12H31H
2018 2017
1,127 593
574,873 574,873
2,232,537 2,407,286

A

66,376 =
= 92,506
2,874,913 3,075,258
710,744 267,759
50,210 1,856
= 11,767
473,670 33,243
47,730 =
551,280 496,047
1,833,634 810,672
4,708,547 3,885,930
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

49. BALANCE SHEET AND RESERVE MOVEMENT OF 49. ARFEEABRREEEE (Z)
THE COMPANY (continued)

As at 31 December

MW12H831H
2018 2017
EQUITY s
Equity attributable to owners BERNAA AR
of the Company BEENER
Share capital R& 7N 380,628 364,762
Share premium 1D m(E 3,532,234 2,820,785
Other reserves H b (3,955) 405,754
Retained earnings BiFWa= 224,142 55,859
Total equity ERAEr 4,133,049 3,647,160
LIABILITIES =V
Current liabilities REAE
Trade payables JERTE 5 8RR 259,467 152,393
Accruals and other current liabilities TEiIRERREMRBAE 11,692 15,598
Borrowings &k 304,195 70,647
Dividends payable FERTAZ B 144 132
575,498 238,770
Total liabilities wmes 575,498 238,770
Total equity and liabilities EnkBEE 4,708,547 3,885,930
The balance sheet of the Company was approved by the ARBIEEBEREN20194F3 A28
Board of Directors on 28 March 2019 and were signed on its AKEERMES RN TESTRAEE
behalf. Z o
Han Jingyuan Han Li
BR Bh
Chairman Director
Eg EE
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(BRREERBIN - FTESTEIUARBTLAREN) BZE2018F12A31HILEE

49. BALANCE SHEET AND RESERVE MOVEMENT OF 49. ARFEEABRREEEE (Z)

THE COMPANY (continued)

Financial assets

at fair value
through other
comprehensive Accumulated
Options income  (losses)/gains Total
RAREETE
BEZHIA
ks Ri(BR)/
ERE LEREE Wi &5t
Balance at 1 January 2017 R2017%1 A1 Az £tk 419,748 1,521 (603,844 (182,575)
Profit for the year EEHA - - 1,508,750 1,508,750
Fair value losses on available-for-sale HHESHEAERR
financial assets BEER - (7,317) - (7,317)
Transfer of fair value gains previously NHEAEEESR
credited to reserve to statement BERBERTEA
of profit or loss upon disposal of EEHALBERE
avallable-for-sale financial assets Ly - (1,259) - (1,259)
Exercise of employees share option {1{E(E 8 BT
scheme - issuance of shares ) (6,939) - - (6,939)
Dividend paid EfRe . - (849,047) (849,047)
Balance at 31 December 2017 R2017512 A 31 B2 &% 412,809 (7,055) 55,859 461,613
Profit for the year EERH - - 1,666,842 1,666,342
Fair value gains on financial assets at fair AR BB EEE
value through other comprehensive ZE AEfi AR
income LEREEN T EERE - 5,735 - 5,735
Transfer of fair value gains previously RHERLABENER
credited to reserve to statement of HEE2F AR iRE
profit or loss upon disposal of financial Rz e HEERS
assets at fair value through SR ABEOAR
other comprehensive income BEKGZERBEXR - (2,639) - (2,635)
Employee share options A S
— issuance of shares — B (314,981) - - (314,981)
- lapse of share options —BIRERY (97,828) - 97,828 -
Dividend paid BRRE = = (1,596,387) (1,596,387)
Balance at 31 December 2018 R2018 512 A 31 B2 &tk = (3,955) 204,142 220,187
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(Allamounts in RMB thousands unless otherwise stated) For the year ended 31 December 2018

(BREEEBIN  FTESEIUARBTTREN) BZE2018F12A31 HILEE

50. BENEFITS AND INTERESTS OF DIRECTORS 50. ESBERARER

The emoluments received/receivable by individual directors BAAEERTETHBAEC R B

» 362

and the chief executive is set out below:

U

For the year ended 31 December 2018:

FEEHIT -

() HBZ=2018F12A31 BILFE :

Fair value
of Pension
employee costs-
share defined
Salaries and options  contribution
Name of director Fees allowances Bonus granted plans Total
BRILES e
BRESE: HA-EH
- £34 e HERER i NAEE e At
2018 20184
Mr. Han Jingyuan () SRR () 514 23,730 - - 15 24,259
Mr. Zhu Jun RERE 342 7,708 - - 15 8,065
Mr. Shen Xiaoling BRI E 342 4,281 - - 15 4,638
Mr. Han Li Lybia 342 5,152 - - 15 5,509
Mr. Zhu Hao RERE 685 856 - - 15 1,556
Mr. Ondra Otradovec ~ Ondra Otradovec % 342 - - - - 342
Mr. Wong Man BXRAE
Chung, Francis 685 - - - - 685
Mr. Wang Tianyi TREEE 342 - - - - 342
Mr. Wang Bing TkkE 342 - - - - 342
3,936 4,727 - - 75 45,738
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(A BB -

50. BENEFITS AND INTERESTS OF DIRECTORS (continued)

(i)

For the year ended 31 December 2017:

FIESBRANARBT TREN) BE2018F12A31 HIEFE

50. EEEANKER(E)

(i) BZ=2017F12A31 BILEFE

Fair value
of Pension
employee Costs-
share defined
Salaries and options  contribution
Name of director Fees  allowances Bonus granted plans Total
BRILES Bihe
BRESE. RA-EH
ESfE e HERER A NEE sl EH
2017 0174
Mr. Han Jingyuan () SRR () 519 14,661 - - 16 15,19
Mr. Znhu Jun RERE 346 3,535 - - 16 3,897
Mr. Shen Xiaoling TER S 346 2,289 - - 16 2,651
Mr. Han Li ENEE 346 1,647 - - 16 2,009
Mr. Zhu Hao EEE 346 1,281 - - 16 1,643
Mr. Ondra Otradovec ~ Ondra Otradovec 24 346 - - - - 346
Mr. Wong Man BXREE
Chung, Francis 346 69 - - - 415
Mr. Wang Tianyi IRERE 346 - - - - 346
Mr. Wang Bing Tk 346 - - - - 346
3,287 23,482 = = 80 26,849

(i) Mr. Han Jingyuan is also the Chief Executive Officer of

the Company.

None of the directors waived or agreed to waive any
remuneration for the years ended 31 December 2018
and 2017. The emoluments of the independent non-
executive directors of the Company during the year are
approximately RMB 1.4 million (2017: RMB 1.1 million).

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the
Company was a party and in which a director of the
Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2018 and 2017.

) BEGEEENARDATEEH
78 -

#H =20184F &2017F 12 A31 8 1k
FE - BEESNENREMELMA
Mee FR X TARAAE L
FRITEENMEHARKE140E T
(2017 : AR¥E1108TT) °

REZE2018F K 2017412 A31 H1E
FEFRINZFEEEMER - AR
AR E PR AN R B A R] AR
NRIEEEEAFAEREEEN RS2
BERG - RHFHEHL °
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Five-year Financial Information & & & # & %l

A summary of the consolidated statement of profit or loss and of the REBEER AT BFENE HFEER
consolidated assets, liabilities and non-controlling interests of the FEHEE BERIFZEHIHEDHEZE
Group for the last five financial years is as set out below: FIEAR

Consolidated Statement of Profit or Loss At ERE

Year ended 31 December

BZ12A31HLERE
Audited
REY
2018 2017 2016 2015 2014
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(AR¥FR) (ARBTR) (ARETT) (ARETR) (ARETT)

Revenue WA 40,782,302 41,352,596 26,427,443 21,071,538 28,495,498
Profit/(loss) before income BRET{SH A
tax wFl/ (ER) 6,299,420 6,407,730 1,054,948 (889,668) 245,080
Income tax expense B R (1,438,899) (1,524,566) (623,936) (46,349) (178,600)
Profit/(loss) for the year FERF/(B8) 4,860,521 4,883,164 531,012 (936,017) 66,480
Profit/(loss) attributable to: %7,/ (B8 BB :
Owners of AARER
the Company BEE 4,781,678 4,839,080 722,127 (766,503) 66,715
Non-controlling interests JEE R MR 78,843 44,084 (191,115) (169,514) (235)
4,860,521 4,883,164 531,012 (936,017) 66,480
Consolidated Assets, Liabilities and Non-controlling Interests HEMEE - BEEIEEE|EREZS
As at 31 December
W12A318
Audited
REY
2018 2017 2016 2015 2014
(RMB’000) (RMB’000) (RMB'000) (RMB’000) (RMB’000)
(AE®TR) (AREFT) (AR%ETr) (AREfR) (ARETT)
Total assets BEE 29,608,580 24,405,369 21,048,562 22,363,723 23,743,408
Total liabilities BaRE (11,927,032)  (10,300,601)  (11,684,021)  (13,451,561)  (13,971,562)
Non-controling interests IR (273,962) (192,589) (108,443) (397,734) (514,789)

17,407,586 13,912,179 9,256,098 8,614,428 9,257,057
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