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Financial Highlights
$ 255 i 22

FINANCIAL SUMMARY

MBERE

2017 2018 2019

(RMB milion) ~ (RMB million)  (RMB million)
(ANERBEL) (AR®AER) (AR®EER)

Revenue A 41,353 40,782 43,014
Gross profit EH 7,292 6,791 4,151
EBITDA! BRI E REHAEF 7,474 7,619 5,331
Profit before income tax B AT 5 50 A& A 6,408 6,299 4,065
Profit for the year EEHF 4,883 4,861 3,267
Profit attributable to owners of the Company 22 A5G & FE (L % F 4,839 4,782 3,210
Basic earnings per Share (RMB) BREAKZE (ARET) 1.39 1.31 0.86
Net assets FREE 14,105 17,682 19,823
Total assets mEE 24,405 29,609 35,407
Net assets value per Share (excluding non- FRGFEER (AR IEEHIME
controlling interests) (RMB) #Ex) (ARBT) 3.94 4.68 5.24
Note: i
1. China Oriental Group Company Limited (the “Company”) defines 1. PREBEFEEERERAR((EAAT])HE
EBITDA as profit for the year before finance costs — net, income T E R ERTE N EE ATIG B SR A —
tax expense, amortisation of intangible assets, amortisation of EFECFTSHER EFEEHY HEL
leasehold land and land use rights, depreciation and non-recurring W TR TE R EEAR
items. During the year ended 31 December 2019, there were no BHAZHFERA - REE2019412 A 31
adjustments of non-recurring items in the calculation (2018; RMB34 BIEFER  SERHEFLTE4LTEEY
million). FAEE (20184 : AR¥EB,40087T) ©
Revenue Profit attributable to owners of the Company
['ON RARERTE E RGN ET
RMB million RMB million
ARBEBET ARBEET
48,000 5,000 4,839 4,782
43,014
42,000 4il,353 40,782
4,000
36,000
3,210
30,000 3,000
24,000
2,000
18,000
12,000
1,000
6,000
0 0
2017 2018 2019 2017 2018 2019
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Financial Highlights
$ 755 4 22

AVERAGE SELLING PRICE AND GROSS PROFIT EBHiTAEMNHEERESWMTIGHEEE
PER TONNE OF SELF-MANUFACTURED STEEL  {EE2EF|
PRODUCTS

2017 2018 2019
(RMB) (RMB) (RMB)
(AR%7T) (AR%T) (AR%R)

Average selling price per tonne BT HESE 3,106 3,413 3,391
Gross profit per tonne SEEF
H-section steel products H 7 8 2 579 609 499
Strips and strip products A N A IR R E 666 681 474
Billets EBAN 352 287 227
Cold rolled sheets R BLIR R SE AR
and galvanised sheets 111 91 161
Rebar YR A 682 728 200
Sheet piling R E 641 624 607
Combined ma 591 632 428
Average Selling Price per Tonne Gross Profit per Tonne
BT IGHEEE BHEF
RMB RMB
AR AR
5,000 800
4,000 632
600 591
3,413 3,391
3,106
3,000
428
400
2,000
200
1,000
0 0
2017 2018 2019 2017 2018 2019
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Financial Highlights
S 255 i 22

SALES VOLUME OF SELF-MANUFACTURED BETEENREERZEREES S
STEEL PRODUCTS CLASSIFIED BY PRODUCTS 2 iHEE

2017 2018 2019
('000 tonnes)  ('000 tonnes) (°000 tonnes)
(Fmg) (Fmg) (F 1)
! ! | |
H-section steel products H 7Y 2 G 3,413 3,675 3,547
Strips and strip products I & AR E 4,111 3,505 2,507
Billets EiiBaN 1,407 360 523
Cold rolled sheets and RELIR R SEEEAR
galvanised sheets 306 310 299
Rebar B2 4 3 2,158 2,109 1,343
Sheet piling i 1R 45 359 494 710
Total 55 11,754 10,453 8,929

Sales Distribution of Self-manufactured Steel Products

BITEENRSERNHEES

3.0% 29.0% 4.7% 35.2% 8.0% 39.7%
Ti o p— 0 g
2.6%
3.3%
2017 3.0% 2018 > 2019
12.0%
35.0%
33.5% 28.1%
[l H-section steel products HAY 8 2 Cold rolled sheets and galvanised sheets /% BL1R & §% 1R

Strips and strip products %l R FififEES [l Rebar B4
B Billets $E [ Sheet piling Stk iE
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BOARD OF DIRECTORS
Executive Directors

Mr. Han Jingyuan
(Chairman and Chief Executive Officer)
Mr. Zhu Jun
(Executive Deputy General Manager and Chief Operating Officer)
Mr. Shen Xiaoling
Mr. Zhu Hao
Mr. Han Li
(Deputy General Manager and Chief Financial Officer)
Mr. Sanjay Sharma
(appointed on 30 September 2019)

Non-executive Director

Mr. Ondra Otradovec

Independent Non-executive Directors

Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing

Dr. Tse Cho Che, Edward
(appointed on 7 November 2019)

COMPOSITION OF BOARD COMMITTEE
AUDIT COMMITTEE

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

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

Corporate Information
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Corporate Information

b g

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, 9th floor, Great Eagle Centre
23 Harbour Road
Wanchai, Hong Kong

BERMUDA PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

MUFG Fund Services (Bermuda) Limited

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited

AUDITOR

PricewaterhouseCoopers

REAME

MAaE 5L
AfRER

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Nl I

P8 23 5%
EEHRLIEINI2 K 10E
E%Eigﬂﬁﬁ@ﬁ ’é%ﬂlﬁ

MUFG Fund Services (Bermuda) Limited

ROBFECEERBDE

BEFERFERARAT

B BLEm
BB RN ES AT
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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 Citic Bank

China Construction Bank
China Minsheng Bank
DBS Bank

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

Ping An Bank

Rabobank

Chima Oriental Group Groen Harmony Loan
at

CHINA ORIENTAL GROUP COMPANY LIMITED
enmplies with s peguinement of

Green Finance Certification Scheme : 2018

Corporate Information
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ING Bank N.V.
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China Oriental Group Green Harmony Loan
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Chairman’s Statement
B R 4

EBITDA of the Group for the year
reached approximately RMB5.33 billion.

REENAEBEBITE R BIHRENZ
FHAR®S3.3FET -

REVIEW OF YEAR 2019
OPERATING ENVIRONMENT

Looking back 2019, People’s Republic of China (“PRC”) iron and
steel industry sustained the correction from the fourth quarter of
2018. Although there was continuous 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. The overall steel prices during 2019 were
close to those of last year. According to the announcement of the
Ministry of Industry and Information Technology of the People’s
Republic of China (“MIIT”), the national production volume of pig
iron, crude steel and steel products were 809 million tonnes, 996
million tonnes and 1,205 million tonnes respectively in 2019,
representing an increase of 5.3%, 8.3% and 9.8% respectively
from 2018. On the other hand, due to the impact from the events
such as dam collapse in Brazil and cyclone in Australia during the
first half of the year, the iron ore supply dropped and price was
rising. The Platts 62% Iron Ore Price Index went up to a high point
of 126 as at the beginning of July 2019 from the level of 72 as at
the beginning of the year and spiralled down after. Hence, the
overall steel industry profits went down. At the same time, under
the backdrop of continuous implementation of the “Supply-Side-
Reform” Policy together with the implementation of multiple
environmental protection policies including the winter production
restriction policy by the Chinese Government, despite that the
profit of the overall steel industry went down from the peak of the
last two years, it still maintained at a sound level.

08  China Oriental Group Company Limited e F1 B8 5 &= Bl B R A 7
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OPERATING ENVIRONMENT (continued)

With this background, the Company and its subsidiaries (the
“Group”), through persistently pursuing efficiency enhancement
and cost control, etc., enhanced the operation efficiency and
sustainability. At the same time, due to the increase in the average
price of iron ore, the effect on the production volume resulting
from the regularisation and strengthening of multiple
environmental protection production restrictions (the Group faced
higher requirements of production restriction in 2019), as well as
the implementation of the Equipment Upsizing Project of the
Group as mentioned hereinafter, the Group has actively adopted
flexible purchase and production management to reduce the
impact of these challenges on the operation. Under these factors,
the Group’s production cost increased and the gross profit
decreased during the year. The Group’s annual results also
dropped comparing with those of last year. Benefiting from the
rise of the trading business of the steel products and iron ore, the
revenue was approximately RMB43.01 billion for the year ended
31 December 2019, representing an increase of approximately
5.5% as compared with that of last year. Comparing with last
year, the average selling price of self-manufactured steel products
slightly decreased by approximately 0.6% to approximately
RMB3,391 per tonne, and due to the aforesaid factors, the gross
profit decreased by approximately 42.0% to approximately
RMB3.83 billion, and the profit of the Group for the year still
reached approximately RMB3.27 billion, representing a decrease
of approximately 32.8% over the profit of approximately RMB4.86
billion of last year. EBITDA of the Group decreased from
approximately RMB7.62 billion of last year to approximately
RMB5.33 billion. Basic earnings per share still reached RMB0.86
per share (2018: RMB1.31 per share).

In July 2019, the Company was ranked the 221st in the top 2019
Fortune China 500 companies. Also in August 2019, the Group
was named as one of the “2019 Top 50 Board of Directors —
China” by Fortune China and Aon Hewitt jointly. In April 2019,
Hebei Jinxi Iron and Steel Group Company Limited (“Jinxi
Limited”), the Group’s 97.6% indirect non-wholly owned
subsidiary, was awarded the “National May Day Labor Award” by
the All-China Federation of Trade Unions. In January 2020, the
Company’s Chairman of the Board and Chief Executive Officer,
Mr. Han Jingyuan, was awarded “The First China Financial and
Economic Forum and The 70th Anniversary of the Founding of the
People’s Republic of China’s 70 Figures with Economic Merits”.

Chairman’s Statement
ENiE &

RERIR ()
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EENFE - EHEREXT AEERFARN
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BB A K AR M 4301 1870 - BLEFIE NG
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Chairman’s Statement
EXE 4

OPERATING ENVIRONMENT (continued)

Based on the results of 2019 and considering the future
development needs, as well as for sharing of the outstanding
results of the Group with the shareholders of the Company (the
“Shareholders”), the board (the “Board”) of directors (the
“Director(s)”) of the Company proposed a distribution of 2019
final dividend of HK$0.09 per ordinary share.

With respect to the steel business, the Group continued to invest
substantially to enhance the competitiveness and economic
efficiency of its products as well as to promote environmental
protection. These efforts include establishing research centres to
promote product development, improving production facilities to
enhance efficiency, 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, as well as
established a Chinese National Engineering Research Centre for
Steel Construction (Prefabricated Steel Construction Building
Research Institute) with the Central Research Institute of Building
and Construction Company Limited in Jinxi Limited. In response
to government policy requirements, the Group started the
equipment upsizing project in 2019, to build certain new
production facilities, including two new blast furnaces with
capacity of approximately 2,000 cubic meters each and two new
converter furnaces with capacity of approximately 150 tonnes
each (the “New Facilities”) as replacements for blast furnace(s)
with capacity of 1,000 cubic meters or below and converter
furnace(s) with capacity of 100 tonnes or below (the “Equipment
Upsizing Project”). Furthermore, the Group also carried out the
construction of the branch-line railways for transportation of
materials and inventories for its business (the “Branch-line
Railways Project”). The Branch-line Railways Project will be
used to connect the Group’s facilities with the railway
transportation hub system and ports nearby, replacing trucks for
the transportation of raw materials and products after completion,
which will also help the Group to promote energy conservation
and emissions reduction going forward. It is expected that the
Equipment Upsizing Project and the Branch-line Railways Project
will be completed before the year end of 2020. Currently, the
annual steelmaking capacity of the Group maintains at
approximately 10 million tonnes. In 2019, the Group sold
approximately 3.55 million tonnes of self-manufactured H-section
steel products and kept securing its leading position in the
H-section steel market of China.

10 China Oriental Group Company Limited o F1 B 5 75 &£ B AR B R A 7
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OPERATING ENVIRONMENT (continued)

On 3 September 2019, Jinxi Limited entered into the investment
agreement with the Fangchenggang City Government in relation
to the investment in the Fangchenggang Economic and
Technological Development Zone. The terms of the investment
agreement include the acquisition of land use right through the
bidding process, and the land will be used by the Group for the
establishment of a production base of H-section steel and sheet
piling, which could be extended to the development of
prefabricated steel construction building industry (the
“Fangchenggang Project”). The annual iron and steel
production capacity of the Fangchenggang Project is estimated to
amount to approximately 10 million tonnes. The Fangchenggang
Project will be developed in two phases. The total investment cost
for the first phase is estimated to be approximately RMB22 billion.
After entering into the investment agreement, the Group has
completed acquisition of accumulated annual iron production
capacity of approximately 2.35 million tonnes and annual steel
production capacity of approximately 3.05 million tonnes with
Chengde Zhaofeng Iron and Steel Group Company Limited* (7
5 JK 4 3 8 2= @ B R A 7)) and Tianjin Tianzhong Giant Heavy
Industry Co., Ltd.* (R)ETMRELRETHRAA]) successively
in 2019. Moreover, the Board of the Group has completed the
feasibility study of the first phase of the Fangchenggang Project
before the end of 2019 as well as obtained all directors’
unanimous voting for the resolution of the Fangchenggang
Project.

With respect to the real estate business, the Group was dedicated
to promoting green structural development construction apart
from developing traditional real estate projects. The various
projects in Tangshan City and Suzhou of the Group continued to
sell and deliver in 2019, and recorded a stable revenue
contribution, which will facilitate the stable development of the real
estate business of the Group. The Group obtained a land for the
4th phase of the Donghu Bay Project in Tangshan City through
the bidding process in September 2019. The area was
approximately 31,000 m?, with gross floor area of approximately
57,000 m2. The construction will start in 2020. During 2019, the
Group recorded a revenue and operating profit from its real estate
business of approximately RMB105 million and RMB17 million
respectively.

Chairman’s Statement
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Chairman’s Statement
B R 4

OPERATING ENVIRONMENT (continued)

During 2019, the revenue and gross profit arising from trading of
steel products and iron ore of the Group were approximately
RMB11.39 billion (2018: approximately RMB3.67 billion) and
approximately RMB153 million (2018: gross loss of approximately
RMB27 million) respectively.

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

RERIR ()

R2019F N AEBHEERLEELE S
BERAOWARMERN DRI BHARE 113,918 T
(20184 : YARMERS.7TET) RHARKE1.53
BT (20184 : EFEHARME2,70087T) °

KR EUEAKBRSESEEZR  EFR
HERILBEHRRMA—MBEENIHRRIR
DR 2R E TN AN EMERERT
B ARBBFHENRABIRMAIEE XE
(8 o
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Management Discussion and Analysis

o BILJE W i B3 b

BUSINESS REVIEW XiEOmE
Sales analysis on self-manufactured steel products BITAEENHESERZHED T
Sales Volume SHEE

In 2019, the total sales volume was 8,929,000 tonnes (2018: 20194 #4845 € 2 528,929,000 (20184 :
10,453,000 tonnes), representing a decrease of approximately — 10,453,000M&) » A %714.6%
14.6%.

The sales volume breakdown during the year was as follows: NEBEEEESHAMAWT -
2019 2018 Changes in
Sales volume Sales volume sales volume
HEER HEE HEEE
Increase/
(000 tonnes) (1000 tonnes) (Decrease)
() (FHE) i/ (R)

I R

H-section steel products HEER 3,547 39.7% 3,675 35.2% (3.5%)
Strips and strip products SHREEER 2,507 28.1% 3,505 33.5% (28.5%)
Billets 7 523 5.9% 360 3.4% 45.3%
Cold rolled sheets and galvanised sheets /2 L1k 235 #1k 299 3.3% 310 3.0% (3.5%)
Rebar Bhh 1,343 15.0% 2,109 20.2% (36.3%)
Sheet piling HiRiE 710 8.0% 494 4.7% 43.7%
Total At 8,929 100% 10,458 100% (14.6%)

During the year of 2019, the Group’s production capacity was  FA20190FEE R » AEFEBIFEELLL 1,0008
approximately 10 million tonnes per annum. Mg o
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Management Discussion and Analysis

o BILE W i B3 A

BUSINESS REVIEW (continued)

Sales analysis on self-manufactured steel products
(continued)

Revenue

Revenue in 2019 was RMB30,278 million (2018: RMB35,679
million), representing a decrease of approximately 15.1%. Export
to foreign countries contributed revenue of RMB206 million (2018:
RMB290 million), representing approximately 0.7% (2018: 0.8%)
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:

ES {6 )
BTEENREERZEEDT(E)

A

2019F W A & A R #302.781% 7L (2018 4F
ARH356.79E L) BAH151% - HAE
BINAR BRI B AR 2.061E7T (2018
FAR®E2001ETL)  HEITEEMNREE
w2 HEWAL0.7% (20184 : 0.8%) °

FRERWHERALFOHEEB (T3
BER) T

Changes
2019 2018 2
Average Average Average
selling selling selling
Revenue price Revenue price Revenue price
T4 8 8
WA HEER B HEEBE B HEEBE
(RMB million) ~ (RMB/tonne) ~ (RMB milion) (RMB/tonne) Increase/(Decrease)
(AR%EER) (AR%L/H) (AREEERM) (ARET/®) i/ (5 )
I
H-section steel products HEHEER 12,024 3,390 12392 3971 (3.0%) 0.6%
Strips and strip products FALEEBER 8,027 3,202 1,527 3,289 (30.4%) (2.6%)
Billets N 1,587 3,032 1,113 3,087 426% (1.8%)
Cold rolled shests and REBREHR
galvanised shegts 1,284 4,296 1,390 4,482 (7.6%) (4.1%)
Rebar g 4,511 3,359 7,29 3,459 (38.2%) (2.9%)
Sheet piling i 2,845 4,008 1,961 3973 451% 0%%
Total/combingd ait/ha 30,278 3,301 35,679 3413 (15.1%) (0.6%)

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 14.6% to approximately 8.9 million tonnes in
2019 from approximately 10.5 million tonnes in 2018 and a slight
decrease in average selling price by 0.6% to RMB3,391 per tonne
in 2019 from RMB3,413 per tonne in 2018. The decrease in the
sales volume of the Group’s products was mainly due to the
reduced output volume under various environmental protection
production restriction policies and the implementation of the
Equipment Upsizing Project as well as disposal of Tianjin Oriental
Jiangtian Section Steel Sales Company Limited* (KZEMHE /T A
AV SHE AR A ) in June 2018.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Sales analysis on self-manufactured steel products
(continued)

Cost of Sales and Gross Profit

The consolidated gross profit in 2019 was RMB3,826 million
(2018: RMB6,602 million), representing a decrease of
approximately 42.0%.

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

o BILJE W i B3 b

FEMOEE ()
BTEENREERZEED (E)

HERSRER

2019 FEMAEHEF A AR 38.261E 7T (2018
F: AR¥66.02187T) ' B #42.0% -

\

EBEESUTHRAEE  SMENRE
IES

2019 2018
Average  Grossprofit  Gross profit Average Gross profit Gross profit
unit cost per tonne margin unit cost per tonne margin
HAER SHEF EE WAERE UES] E%
(RMBy/tonne) (RMB) (RMBtonng) (RMB)
(AR%T,/%) (AR%7) (ARET/%) (AR®T)
I N R
H-section steel products HE#ER 2,801 499 14.7% 2,762 609 18.1%
Strips and strp products FHREREER 2728 474 14.8% 2,608 681 20.7%
Billets i 2,805 21 1.5% 2,800 287 9.3%
Cold rolled sheets and REBREHR
galvanised sheets 4,135 161 3.7% 4391 91 2.0%
Rebar G 3,159 200 6.0% 2731 728 21.0%
Sheet piing ik 3,401 607 15.1% 3,349 624 15.7%
Combined 54 2,963 428 12.6% 2,781 632 18.5%

In 2019, gross profit per tonne of the Group’s products decreased
to RMB428 from RMB632 in 2018, reflecting a decrease of
32.3%. In 2019, gross profit margin decreased to 12.6% from
18.5% in 2018. The decrease in gross profit margin was primarily
due to the increase in the average unit cost (primary due to rising
price of raw materials, in particular iron ore), decrease in the
average selling price and decrease in the sales volume of the
Group’s steel products in 2019.

R2019F - AEEERNEMWEFH2018F
MAR®eRITHLEARM,428TT - T
32.3% ° 20194 + E F| & H20184F M
18.5% T E12.6% c EFE RV EBRAERN
2019 ANE B E M F I ARNEE L
F(EZERREMBER LA BRI2#EE
A) FHUHEEBEETHRIEEER DT -
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BUSINESS REVIEW (continued) ¥EOEE)
Property Development it ERR &

For the year ended 31 December 2019, the revenue from real  #H,ZE2019F 12 831 HIL&F[E  AEBREME
estate business of the Group amounted to approximately ZEBURANHARE1.05ET  CXNYENE
RMB105 million. The gross floor area of properties delivered was ~ SEFE & A #117,000 F F K « B X2 HFE
approximately 17,000 m2. The average selling price of properties Y& & ABEFE 5 K4 A RE 6,000 7T
delivered was approximately RMB6,000 per m?.

As at 31 December 2019, the Group had following project under #2019 128318 - AEEE Ny EEE -

construction with a GFA approximately 57,000 m?: TEEREEmIEL 57,000 FH XK -
Estimated
GFA under time of
No. City Property project Phase of project construction completion
EEMN
Fix W YEEE 15 B F& ER EEEE FERIRH
(m?)
____ﬁ_
1 Tangshan Donghu Bay Phase 4 57,000 2021
L R P EA 20214

The above project is expected to be completed in 2021 and will  FEHA -t 18 B #8542021 F R A - W15 A K
contribute stable revenue and profits to our Group. EBFREEWRA R T -
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Management Discussion and Analysis

FUTURE PROSPECTS

Looking into 2020, China reached the Phase One of China-US
Economic and Trade Agreement with the United States on 16
January 2020. The trade disputes and the risk of slowdown in the
economic growth were eased. On 23 January 2020, the National
Development and Reform Commission of the People’s Republic
of China (“NDRC”) and MIIT jointly issued the “Notice on
Regarding Completing the Steel Capacity Swaps and Project
Filing Works” and associated interpretation (“Notice on Steel
Capacity Swaps”). In the document, it pointed out that China’s
steel industry over accomplished the cap of the goal of resolving
the excessive steel capacity in the nationwide 13th Five-Year Plan
two years ahead by the end of 2018. The capacity utilisation rate
returned to a reasonable range. However, some production
capacity swap projects were with issues of incomplete production
capacity swap procedures, taking the opportunity to expand
production capacity, etc.. In order to prevent new excessive
production capacity and promote high quality development of the
industry, the Chinese Government is suspending the steel
production capacity swap and project filing, carrying out self-
inspection on the existing steel production capacity swap
projects, formulating relevant policy documents and strengthening
thorough implementation and urging inspection. At the same time,
the novel coronavirus disease (COVID-19) epidemic was
spreading out since January 2020, imposing a material adverse
impact on the overall economy and every industry in China. The
Group has carried out a series of prevention measures, such as
arranging shift work for staff, controlling the number of staff in
office, performing production line maintenance earlier than original
plan, etc., to effectively protect the health of staff and to ensure
production safety. For the steel industry, the downstream
construction enterprises were having different degrees of delay in
resumption of work after Chinese New Year, and the Chinese
Government was imposing logistics control to prevent the spread
of the epidemic. Hence, there were increase in social inventory
and decrease in steel prices. On the other hand, it is expected
that the Chinese Government will continue strengthening
infrastructure facility investment to reduce the impact of COVID-19
epidemic on the economy. It is expected that after the turnaround
of the epidemic, the economic activities will recover faster. In
addition, the Chinese Government has been proactively
preventing the risk of supply and demand imbalance in the steel
industry in advance. It is expected to bring along more
substantiable and healthier development to the steel industry in
the long run. To summarise, despite the unstable and uncertain
business environment, it is expected that the overall iron and steel
industry will stay prudently optimistic in 2020.
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FUTURE PROSPECTS (continued)

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 facilities etc..

In view of the aforementioned Notice on Steel Capacity Swaps
issued by the NDRC and MIIT, the Group is observing the release
of a new steel production swap policy by the NDRC. After the
release of the new policy, the Group will continue to evaluate its
impact on the Fangchenggang Project. Currently, the Group
retains a relatively large amount of cash and resources within the
Group in order to cope with the future development needs. The
Group is proactively considering a wide variety of possibilities,
including horizontal and vertical (particularly downstream)
corporate mergers and acquisitions, etc., so as to achieve
sustainable development. At the same time, the Group will also
from time to time evaluate to increase the dividend distributions in
appropriate circumstances to reward the Shareholders 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 16
years (since being listed), the Group’s overall iron and steel
production capacity has increased to approximately 10.0 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 and galvanised sheets as well as 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 Shareholders’ value.
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Management Discussion and Analysis

FINANCIAL REVIEW
Liquidity and Financial Resources

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

As at 31 December 2019, the Group had unutilised banking
facilities of approximately RMB4.2 billion (2018: approximately
RMB4.7 billion).

As at 31 December 2019, the current ratio of the Group,
representing current assets divided by current liabilities, was 1.5
(2018: 1.6) and the gearing ratio, representing total liabilities
divided by total assets, was 44.0% (2018: 40.3%).

As at 31 December 2019, the cash and cash equivalents of the
Group amounted to approximately RMB4,631 million (2018:
approximately RMB2,845 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 2019, borrowings of approximately RMB4,946
million of the Group bore fixed interest rates ranged from 2.02%
to 6.86% per annum and borrowings of approximately RMB953
million of the Group bore floating rates ranged from 3.80% to
4.99% 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 2019, the
notional amounts of these derivative instruments amounted to nil.

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, lease
liabilities and loans from related parties. The Group regards its
non-current borrowings, non-current lease liabilities and equity
attributable to owners of the Company as its total capital. As at
31 December 2019, the debt-to-capital ratio of the Group was
28.9% (2018: 15.9%).
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FINANCIAL REVIEW (continued)
Capital Structure (continued)

The consolidated interest expenses and capitalised interest in
2019 amounted to approximately RMB141 million (2018:
approximately RMB146 million). The interest coverage (divide
profit for the year before finance costs — net and income tax
expense by total interest expenses) was 29.4 times (2018: 43.9
times).

Commitments

As at 31 December 2019, the Group had total commitments of
approximately RMB5,668 million (2018: approximately RMB2,195
million). It is estimated the commitments will be financed by the
Group’s internal resources and available banking facilities.

Guarantee and Contingent Liabilities

As at 31 December 2019, the Group had no contingent liabilities
(2018: nil).

Pledge of Assets

As at 31 December 2019, the net book value of the Group’s
leasehold land and land use rights amounting to approximately
RMB25 million (2018: approximately RMB53 million), property,
plant and equipment amounting to approximately RMB8 million
(2018: approximately RMB645 million), inventories amounting to
nil (2018: approximately RMB34 million), notes receivable
amounting to approximately RMB62 million (2018: approximately
RMB146 million), structured bank deposits amounting to
RMB1,200 million (2018: RMB1,000 million) and restricted bank
balances amounting to approximately RMB1,083 million (2018:
approximately RMB528 million) had been pledged as securities
for the Group’s notes payable issuing, banking borrowings and
letters of credit issuing.
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Management Discussion and Analysis

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 ore 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 2019, the
Group has entered into certain foreign currency forward contracts
so as to reduce the impact of the volatility of the RMB exchange
rate against USD. The Group also reviewed and rearranged its
monetary assets to mitigate the impact from the change of RMB
to USD exchange rate.

Iron Ore Swaps

In view of the significant fluctuation of iron ore price in 2019, the
Group has entered into certain iron ore swap contracts so as to
reduce the impact of the volatility of the iron ore price on the
Group. The Group uses a combination of iron ore derivatives to
achieve the above purpose.

Dividend

The Board proposed a final dividend of HK$335.0 million
(approximately RMB306.1 million), representing HK$0.09 per
ordinary share in respect of the year ended 31 December 2019 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 June 2020. The final dividend, payable on or around
Wednesday, 15 July 2020, is subject to approval of the
shareholders of the Company at the forthcoming annual general
mesting of the Company (the “AGM”) to be held on Friday, 5 June
2020.
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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.

COVID-19 epidemic was spreading out since January 2020,
imposing a material adverse impact on the overall economy and
every industry in China. The Group has carried out a series of
prevention measures, such as arranging shift work for staff,
controlling the number of staff in office, performing production line
maintenance earlier than original plan, etc., to effectively protect
the health of staff and to ensure production safety. For the steel
industry, the downstream construction enterprises were having
different degrees of delay in resumption of work after Chinese
New Year, and the Chinese Government was imposing logistics
control to prevent the spread of the epidemic. Hence, there were
increase in social inventory and decrease in steel prices. On the
other hand, it is expected that the Chinese Government will
continue strengthening infrastructure facility investment to reduce
the impact of COVID-19 epidemic on the economy. The Group
will closely monitor the development of COVID-19 epidemic, and
continue to assess the impact of the epidemic on the financial
position and operating results of the Group as well as to take
proactive measures as appropriate. As at the date of this report,
the assessment is still in progress.
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

As at 31 December 2019, the Group held financial assets at fair

Management Discussion and Analysis
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Bt FS B8 (&)
BRAREBEFEEESEHTFABERZS
mMEE

R2019F 12 A31H  XEBEFHEZEZAAE

value through profit or loss of approximately RMB3,559 million, {Eit2 BHZ & AIBRZR 2 ERMBEENAR
particulars of which are set out below: #35.59 87T - HRFEHIWT -
Money Market Funds ESHgEES
Realised Unrealised
Total amount  Total amount investment investment
Number of of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
units held Investment Fair value made during made during for the for the
as at cost as at asat theyearended the year ended year ended year ended
b 31D b 31D b 31 December ~ 31December 31 December 31 December
2019 2019 2019 2019 2019 2019 2019
REZE REE BZ20195 BZ20195
20195 20195 128318 128318
R20195 R20195 R20195F 12A31R 127318 Jl:: ILEE
12A318 12A818 123310 LLFER LFEER  BERNRE  AZROHRE
Name of the financial assets SREEER BEZENHE ZRERE ZAREE  BAZESE  HEZESE  WA/(BR) WA/(BR)
(1000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
(F)  (AR®Fr) (AR®Fx) (ARETI) (ARETT)  (AREFTD)  (AR%ETOD)

Harvest Fund Management
Company Limited

ERESEEERAR

Harvest Express Monetary Market Fund* FERBERETMEAS 160,033
Harvest HuoQiBao Monetary Market Fund” HESEmEES 7,080
Harvest ZengYiBao Monetary Market Fund* B EEAFEEMISES -
Harvest Monetary Market Fund* REEBmSES 30,329
Bosera Asset Management ARESERERAR

Company Limited
Bosera Hehui Money Market Fund ERAEERTEES 142,083
Bosera Cash Pot Money Market Fund BEREERMIEES 3,038
Bosera Security Cash Pot Money Market Fund 85 5MR &% i e 39
China Minsheng Banking Corp., Ltd. hEREBTRE

ERAR

HuaBao Cash Pot Monetary Market Fund* ~ #BH 4 E&%migES 21,280
Minsheng JiaYin Cash Pot Monetary REMFRLELH

Market Fund* miEES 21127
China Southern TianTianLi Monetary BHRRNERTEES

Market Fund* 16,207
Bosera Cash Pot Money Market Fund ERREERMSES -
Harvest Monetary Market Fund* FEERmSES 34,627
Others i -
China Construction Bank Corporation ~ HEERBTRA

BERAR

E Fund Day Cash Income Money SHERREREE

Market Fund* ke -
Others Hify -
Bank of Communications Co., Ltd. RBRTROHERAR
HuaBao Cash Pot Monetary Market Fund* ~ 2ZH4EEHEMIEES -
Aegon-Industrial Monetary Market A2 ERTRES

Securities Investment Fund* REEE 141,826
China Southern TianTianLi Monetary AARAMERTEES

Market Fund* -
China Universal Money Market Fund* EREEUTHEES -

160,033
7,080

30,329

142,083
3,038
39

21,280
21,121
16,207

34,627

141,826

160,276 1,817,462 (2,689,450) 15,879 244
7,080 96,805 (171,755) 836 -

- 280,362 (280,362) 530 -
30,357 596,835 (792,634) 5219 27
142,083 213,406 (174,149) 5,032 -
3038 177,347 (764,373 8,228 -
39 397,826 (307,787) 1306 -
21,280 253,458 (283,141) 458 -
27,427 80,149 (109,287) 149 -
16,207 88,832 (112,870) 932 -
- - (4,145) - -
34,662 105,182 (72,762) 132 35
- - (688) o7 -

- 5,132 (10,148) 132 -

- - (3.462) 4 -

- 600,347 (661,614) 2,760 -
141,826 1,095,569 (1,014,533) 6,802 -
- 150,814 (329,141) 3915 -

- 4423 408,496) 4403 -
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)

Money Market Funds (continued) EmBES (&)
Realised Unrealised
Total amount ~ Total amount investment investment
Number of of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
units held Investment Fair value made during made during for the for the
asat cost as at asat theyearended the year ended year ended year ended
l 31D 31 Decemb 31 Decemb 31 Decemb 31 Decemb 31 Decemb
2019 2019 2019 2019 2019 2019 2019
REZE REZE BZ2019% BZ2019%
20196 2019F 12R31R8 12A318
120195 R2019% #2019% 12A31R 12A31A Jl:3:4 Jl:3: 4
12A81A 12A31R 12A31R LEER LEER  BERANRE  AZRNRE
Name of the financial assets SHEELR BEZENYE ZRERE ZAREE  BAZHESE  HEXHSE  BWA/(BB)  BA/(BR)
(1000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
(F)  (AR®Fr) (AREFT) (AR®TT) (ARETT)  (AREFTRD)  (ARETRD)
! ' ' ' /' ! | |
ABC-CA Money Market Fund BREREEMHES
REES - - - 331,003 (381,113) 1,308 -
Others it - - - 375 (25,237) 389 -
China Asset Management EEHSERERAR
Company Limited
HuaXia Cash ZengLi Security Investment EERSHHES
Fund* REES - - - 214 (208,596) 493 -
HuaXia Cash Pot Monetary Market Fund*  #ERSEEWHMEES - - - 218 (37,875) 324 -
Wealth Treasure Money Market Fund EENEEERMEES - - - 52,585 (331,885) 2,155 -
HuaXia Monetary Market Fund* FEEREMEES - - - 1,126 (139,835) 1,176 -
Others Hit - - - 154 (34,087) 84 -
ZhongRong Fund Management TRHESEEERAT
Company Limited
ZhongRong Cash Zeng Li Monetary HER SR B
Market Fund* EES) 103,838 103,838 103,838 1,091,505 (1,429,972) 12,234 -
China Southern Asset Management BRESEER®
Company Limited BRAF
China Southern TianTianLi Monetary BARRMERMZES
Market Fund* 72,522 72,522 72,522 108,433 (367,580) 10,050 -
China Southern Cash ZengLi Fund* BARSERES - - - 2,270 (174,961) 2270 -
Aegon-Industrial Fund Management BRESERERAR
Company Limited
Aegon-Industrial Monetary Market HEERMISES
Securities Investment Fund” RERS 10,106 10,106 10,106 334,020 (354,027) 5,00 -
HwaBao WP Fund Management ERESERERAT
Company Limited
HuaBao Cash Pot Monetary Market Fund* ~ EEBSEEEmEES - - - 220,505 (378,796) 4,305 -

B %5 B (4

BRAABEAEEESBAEERZS
BMEE (&)
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o BILJE W i B3 b

B E R ()
BARBESEEESBFABERZE

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued) BMEE (&)
Money Market Funds (continued) EmIEES (&)
Realised Unrealised
Total amount ~ Total amount investment investment
Number of of purchase(s)  of disposal(s)  income/(loss)  income/(loss)
units held Investment Fair value made during made during for the for the
as at cost as at asat theyearended the year ended year ended year ended
b 31D 31D b 31D b 31D b 31D b 31D b
2019 2019 2019 2019 2019 2019 2019
REZ REZE BZ2019% BZ22019%
2019% 2019 12A31R0 12A318
120195 R2019% R2019% 12A31R 124318 Jl:3:4 Jl:3:4
12A3818 12A81H 12A31A LEER LEER  CERNRE  AZROHRE
Name of the financial assets SREEZR BEZENYE ZRERE ZAREE  BAZHBSE  HEZESE  WA/(BBR) BA/(FR)
(1000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
()  (AR®Frn) (AR¥TR) (AR®TL) (AR%Fr) (ARBTn) (AR%Tn)
! ! ' ' ' ! | |
China Universal Asset Management EREESEERS
Company Limited ERAT
China Universal Money Market Fund* EREEYMEES - - - 100,826 (140,126) 3,826 -
Agricultural Bank of China Limited FERERTRE
BERAR
ABC-CA Money Market Fund BRESEEMISES
REES - - - 86,410 (96,414) 1,410 -
E Fund Management Co., Ltd. SHEESEEERAT
E Fund Cash Enhance Income Money SHERGIEFES
Market Fund miEEE 101,467 101,467 101,467 301,467 (200,000) 1,467 -
Others it - - - 385 (15,488) 431 -
HFT Investment Management Co., Ltd. SEEHEELEEARAR
HFT TianYi Money Market Fund* BEATREENSES 2,088 2,088 2,288 1,816,784 (1,814,496) 5,102 -
China Merchants Bank RERT
Aegon-Industrial Monetary Market HRERTISES
Securities Investment Fund* REES 7,732 7,732 7,132 130,162 (122,430) 579 -
Minsheng Royal Fund REMAES
Management Co., Ltd. EEERAT
Minsheng JiaYin Cash Pot RENFALELH
Monetary Market Fund* mEEE - - - 80,106 (80,106) 106 -
E Fund Management (HK) Co., Ltd SHEEEEE(ER)
BRAR
E Fund (HK) US Dollar Money Market SHE(BE)ETEE
Fund [iip7E-5A - 657 673 70,462 (69,805) 1,641 16
Others Hity 15,066 15,066 15,066 49,477 (34,411) 440 -
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Management Discussion and Analysis

o BILE W i B3 A

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* (32 B RGEETIHES)
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* (R B R BB §1&
M5 ES) determines the average remaining period (long/mediurm/
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* (R BB &
Ti5E &) 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* (2B & mHi5E ) 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.
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Management Discussion and Analysis

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 (Bl A R E¥ mIH E &),
Bosera Cash Pot Money Market Fund (IBRFIR & B EE M HES)
and Bosera Security Cash Pot Money Market Fund (8ESMNRE
M HE L) 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.

China Minsheng Banking Corp., Ltd.

HuaBao Cash Pot Monetary Market Fund* (FEZHR & B &K
MFEL)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.

Minsheng JiaYin Cash Pot Monetary Market Fund* (R 4 1R 3R
SBEEEMIHESD) s investment will be based on securing safety
and liquidity of assets as fundamental principles, striving on the
basis of full evaluation of factors such as domestic and foreign
macroeconomic trends 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 TianTianLi Monetary Market Fund* (8 /7 X X
F & ¥ T 15 £ £) 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.
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o BILE W i B3 A

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)

Bosera Cash Pot Money Market Fund (IR IR B EEMHEE D)
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.

Harvest Monetary Market Fund* (2 E E#¥M5E$) 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.

China Construction Bank Corporation

E Fund Day Cash Income Money Market Fund* (5 /5 3 X X 1& F|
g ¥ m 5 E 2) wil 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 demand and 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 a remaining term of 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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Management Discussion and Analysis

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

HuaBao Cash Pot Monetary Market Fund* (EER &8 &

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.

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EBMSEBESHREESD) 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 deposits, bank deposits with a term of within 1 year (including
1 year), bonds with a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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.

China Southern TianTianLi Monetary Market Fund* (75 XX
F & ¥ ™ 5 & £) 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.
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Management Discussion and Analysis

o BILE W i B3 A

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)

China Universal Money Market Fund* ([E A B B ¥ ™ 5 & £)
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 a remaining term of 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.

ABC-CA Money Market Fund (RIRERE¥MISESFREED)
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 fund 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 a remaining term of 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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Management Discussion and Analysis

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 Cash ZengLi Security Investment Fund* (3B 38 4 18 7|35
% & & E £) with active judgement of short-term interest rate
changes, reasonable arrangement of terms, detail studies, and
cautiously operates, so as to realise 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 is able 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 Cash Pot Monetary Market Fund* ((: EIR & B EHEH 5
#4) and Wealth Treasure Money Market Fund (ZEEH EE &%
M5 E &) 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 demand and 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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Management Discussion and Analysis

o BILE W i B3 A

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 Monetary Market Fund* (Z£EE B mIHE E) wil 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: 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 a remaining term of 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.

ZhongRong Fund Management Company Limited
ZhongRong Cash ZengLi Monetary Market Fund* (/R B3R 4 1 )

T & m 35 B &) follows the macroeconomic trends, monetary
policy, short-term capital market conditions and other factors to
make comprehensive judgement on interest rate trend, and
dynamically adjusts the average remaining maturity of the fund’s
investment portfolio based on interest rate expectations, and
strives to achieve higher profitability while satisfying security and

liquidity needs.

China Southern Asset Management Company Limited

China Southern TianTianLi Monetary Market Fund* (75 XX
A & # 7 15 & £) 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.
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Management Discussion and Analysis

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 Southern Asset Management Company Limited (continued)

China Southern Cash ZengLi Fund* (8 5 3 & # %] & £)'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., is
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, full utilisation of the company’s
research resources and financial engineering techniques, so as to
achieve optimising allocation effect.

Aegon-Industrial Fund Management Company Limited

Aegon-Industrial Monetary Market Securities Investment Fund* (8
2EBMSEBEHREESD) 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 deposits, bank deposits with a term of within 1 year (including
1 year), bonds with a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

HuaBao WP Fund Management Company Limited

HuaBao Cash Pot Monetary Market Fund* (EZEIR 4T 5K
MiFES)’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.

China Universal Asset Management Company Limited

China Universal Money Market Fund* (FE R & & # 1 15 & 2)
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 a remaining term of 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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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
Agricultural Bank of China Limited

ABGC-CA Money Market Fund (ZREREMMIGHEFICEES)
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 fund 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 a remaining term of 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.

E Fund Management Co., Ltd.

E Fund Cash Enhance Income Money Market Fund (575 EHR &
1 | & ¥ 15 & 4) 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. 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 a remaining term of
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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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
HFT Investment Management Co., Ltd.

HFT TianYi Money Market Fund* (8 B B A F EXB T IH ES)
cautiously considers the profitability, liquidity and risk
characteristics of different assets and strives to minimise different
kinds of risk. Under the premises of controlling the investment
portfolio with good liquidity, it gains a stable return for the
investors. The major investments cover 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 a remaining
term of 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.

China Merchants Bank (& #R77)

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EBMISESFREESE) 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 deposits, bank deposits with a term of within 1 year (including
1 year), bonds with a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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.

36 China Oriental Group Company Limited o F1 B 5 75 &£ B AR B R A 7

BA RSB R ()

BRAABEFEEESBAEERZS
BMEE (&)

E¥mSEES(H)

BT HSELHRERM (E)
BEBRESEEFRL A

BERADEEMEESKBEREESREE
E’JH&Z/\’IEE MENME R B B R R IR R RR
B2 BRI - EEHIREEES RFRBIEN
ﬁﬁh‘l‘z%&é%%ﬂﬂ EHWES - TEREN
TRTABEMNRE ()Hﬁ5EE1ELAW(A
1E)NIRITER - BEHEE - PR|ITRE
BEEE 4, (3)%”@%%%&&397%%??(?3979&)
MES  FEREXREGRETR  BEXE
Er QTEEES  PREARBITRAINE
AERFRBUENEETIHITA -

HERIT

HerEEMEIFREESERBHER ™S
ﬁﬁﬂ/i\r“'ﬂiﬂﬁ’ﬁiﬂ%&&ﬁ T [ B A0 U 2
PERFEES  EREIEZTHEERD
MEBMEMAIRT  BREBEENHEeKE - E€
FRERRBERE  BRAHEH - Wi
BEAFEERENEZERERBETR
B -REGERERS  BAFXN  HRE
FLAR(E1F)HRITER - FRHIRAE397
RKUAR(E397 R)ESH - HIRTE1FAR(E
1) RIRTTEE - BIRE1FARN(E1F)
MEHEE  RHRESUARPEEES  +
BARBITRUNEMEER TR MENEE
miBLEA -



Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
Minsheng Royal Fund Management Co., Ltd.

Minsheng JiaYin Cash Pot Monetary Market Fund* (& 4 113838
SEEEMIBES)'s investment will be 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 trends as wells as monetary fiscal policy changes
etc.. It scientifically forecasts future interest rate trends as well as
screens for the best and optimises allocation of financial
instruments within the investment scope and performs active
investment portfolio management.

E Fund Management (HK) Co., Limited

E Fund (HK) US Dollar Money Market Fund’s sole objective is to
invest in short-term deposits and debt securities. The fund seeks
to achieve a return in US Dollars in line with prevailing money
market rates, with primary considerations of both capital security
and liquidity. The fund seeks to achieve its investment objective
by investing primarily (i.e. not less than 70% of its net asset value
(“NAV”)) in US Dollars-denominated and settled short-term
deposits and debt securities issued by governments, quasi-
governments, international organisations and financial institutions.
The fund may invest up to 30% of its NAV in non USD-
denominated deposits and debt securities. The fund may invest in
commercial papers, certificates of deposits and commercial bills.
Debt securities invested by the fund include but are not limited to
government bonds, fixed and floating rate bonds. The fund will
only invest in debt securities rated investment grade (BBB-/Baa3)
or above by an independent rating agency, e.g. Fitch, Moody’s
and Standard & Poor’s. A short-term debt security is considered
investment grade if its credit rating is A-3 or higher by Standard &
Poor’s or F3 or higher by Fitch Ratings or P-3 or higher by
Moody’s or equivalent rating as rated by one of the international
credit rating agencies.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)

Financial Investment Products

Number of
units held

as at

31 December
2019

R20195
128318
HEZENHE
(1000)

(F)

Name of the financial assets SREESLR

Investment
cost

as at

31 December
2019

R201945
128318
ZRERK
(RMB'000)
(AEEFT)

g JE1) - NE )

BAREENEAESBARSRZE
BMEE (&)

CRREER
Realised Unrealised
Total Total i

of purchase(s)  of disposal(s) income/(loss)  income/(loss)
Fair value made during made during for the for the
asat theyearended the year ended year ended year ended

31 December 31D l 31D b 31D b 31D b
2019 2019 2019 2019 2019
RBZ RBZE BE2019% BZ2019%
2019%F 2019%F 12A318 12A31H
R2019% 12A31H 12A318 LFE LEE
128318 LFER LFER  CERNRE RERNRE
ZAREE BAZESE HEZHE  WA/BR) WA/ (BR)
(RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
(AR®FTL) (ARETR) (AR%FTT) (ARETR) (AR®TI)

China Minsheng Banking Corp., Ltd. HEIR4HRTRH

BRAR

Feifan Asset Management TianYiJin FNEEEERLD S
Financial Investment Product A HRKEAR

Others Hith

China Construction Bank RERRBRITRE
Corporation BRAR

QianYuan — TianTianYing Open-end %77 — XARBEHMAEE
RMB Financial Investment Product” AR AREEHESR

QianYuan — Weekly Open-end g — ARFRRAEE
Guaranteed Financial Investment BRERAAREEN
Product” Em

QianYuan — RiXinYueYi (Daily) gx— BERR(RRA)
Open-end RMB Financial R EEAAR
Investment Product* ARBEHER

QianYuan — DuiGongZunXiang g - HAEE
(Dally Open-end) RMB Standard (RBRKE)
Asset Portfolio Non-capital ARBZEEERAR
Protected Floating Return Financial FRTFE R B
Investment Product™ Em

Others Hith

Agricultural Bank of China Limited B2 £87TRH

BRAR

Agricultural Bank of China “BenlLiFeng 4Bl 2 £ 847 [ KX F| 2%
Daily" Open-end RMB Financial KA FRAARE
Investment Product* B#ER

China Merchants Bank RERT

Utrust Trust — Jingxin No.4 Specified 8153 — RIE4ARETE
Asset Usufruct Assembled Funds BENGRESES
Trust Programme” f5statal

China Merchants Bank RiRiYing BrERTHBREHE

Financial Investment Plan*
China Merchants Bank —

ZhaoZhaoJin (Multi-Stable)

Financial Investment Plan*

BERT - 98
(BLiRRER) et 8l

3,670
4,000

39,963

2,700

10,100

2,060

49,500

3,670 894,700
4,000 5,000
39,963 134,500
2,700 45,000
10,100 208,050
- 200,000
2,060 23,750
- 1,062,800

- 252,000

- 35,400
49,500 114,500
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)

Financial Investment Products (continued)

Name of the financial assets

TREEEH

Number of
units held

as at

31 December

2019

R2019%
12A31R0
BEZENEE

(000)
(F)

Management Discussion and Analysis

Investment
cost

asat

31 December
2019

R20195
12A318
ZRERK
(RMB'000)

o BILJE W i B3 b

g JE1)-:NE )

BAREBENEAESBIARERZE
BMEE (&)

ERMREEMR (&)
Realised Unrealised
Total Total ir

of purchase(s)  of disposal(s) income/(loss) income/(loss)
Fairvalue  madeduring  made during for the for the
asat theyearended the year ended year ended year ended

31D b 31D | 31D | 31D b 31D b
2019 2019 2019 2019 2019
REZE REBZE  BZ20198  #HE20195
2019% 2019 12A318 12A318
R2019% 12A318 12A318 LEE LEE
128318 LFEER FER EERNRE AKERHRE
ZAREE BAZELE HEZ#E  BWA/(BFB) WA/ (B8)
(RMB'000) (RMB’000) (RMB’000) (RMB'000) (RMB’000)
(AREFL)  (ARETR) (AR%EFR) (ARBTR) (AR%TI)

Bank of Communications Co., Ltd. XEHTRHERAT
YunTong Fortune e JiudiuYanglLao BREEAABREBA

Ri¥ing Financial Investment Product”  BETEf - 99,053 99,053 4,989,985 (4,891,432) 3,393 -
CSC Financial Co., Ltd. REEREBFRG

BRAR

14 Days National Debt Reverse 14 REfE# EE — GCO14

Repurchase — GCO14* - - - - (83,991) 176 -
GSC Fixed Income Securities FERR N BE

“GuShouXin ® WenXiang” “N0.2817" [ 1% « 5% |

— 35days* (28175 — 35% - - - 73 (20,073) 73 -
China International Capital FEERSBRG

Corporation Limited BRAT
ZhongdinDingYi No.10 Sole Asset FEER10KE—BE

Management Plan* EEEHE 380,833 380,833 399,761 400,000 (19,167) 882 18,928
ZhongdinXinYi No.1 Collective Asset HEBER1REREE

Management Plan* B E 48,400 50,000 50,000 90,000 (40,000) 1,505 -
AVIC Trust Company Limited HRETERBERAR
AVIC TianQi #556 TianChengdJuFu FR{EFE » REI556 5%

Combined Investment Fund XAREREES

Trust Plan® EABSEH N 70,000 70,000 170,000 (150,000) 4,653 -
CCB Trust Co., Ltd. BEETEREELR
LiXin #22 Combined Investment UfE2RERERER

Fund Trust Plan* BE] - 10,000 10,000 10,000 - 320 -
HaiYun YangFan #3 Combined BEENITELES

Investment Fund Trust Plan® EFtaTEl - 100,000 100,000 100,000 - 1,979 -
Ping An Bank Co., Ltd. IRBTRBERAT
Ping An Bank TianTianLi Guaranteed ~ F% BT AKFIRA

RMB Company Investment Product ~ ARBARIEHESR - - - 175,000 (175,000) 185 -
Bank of Nanjing Co., Ltd. BRETRAERLT
“RiRi JuJin #1501” RMB [BEFE1501 8] ARK

Investment Product* BUER - - - 62,000 (62,000) 382 -
Others Hity - - - 36,000 (51,000) 5,230 -
Note: G
1. Due to the nature of this type of financial assets, investment in 1. AtfEemEENEE  CemREERNA

financial investment products is presented by way of fair value

instead of units.

EIREARABET X2 TIEUNELZT -
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Management Discussion and Analysis

o BILE W i B3 A

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 Banking Corp., Limited

Feifan Asset Management TianYiJin Financial Investment Product
AGERL B EE B K& ¢ 8 2 # BAR) adopts investments
strategies with priority in security and liquidity while pursuing an
appropriate level of returns. Accordingly, in order to meet safety
and liquidity requirements, it 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, bank deposits, bond
repurchases, etc.. On this basis, it 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.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

China Construction Bank Corporation (“China Construction
Bank’)

QianYuan — TianTianYing Open-end RMB Financial Investment
Product* (f27T — ARARBFMMAEEA ST ARKIZEE M) 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 those
of deposits.

QianYuan — Weekly Open-end Guaranteed Financial Investment
Product* (227T — BEAFMFRAEEAS R RAIAREIEIER)
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 bonds, medium term notes, corporate debts, bonds,
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* (82T — B& A% (A ) AR EEEE R
A R # 1B Bf E ) 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 ratios of each type of the assets
are: 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%).

o BILJE w  S 3

g JE1)-:NE )

BAREBENEAESBIARERZE
BMEE (&)

ERMBREER(E)
EHREERIRERME (&)

B ERIRITIRD B IR 2 7] ([ P B RRAT )

HL — RRBARAEEASTARKEEM
ERRERBITHESFMSORTRR &
F RORE  EEREXARTERIA
femERFPESERSNFRKES -

#t — ARANARAEEAGRAARE
BMERREREE  SRME RTRE -0
XEHRES  BRERES  THEE &
XE - 2RlE - LEE - BEFELE - BE2F
& FHRXSEEFMEE TS TAREE -
BEREEE  UNEMTEEEERNEE -

#Zn — BERRRR)ARAEEESEA
REBMERRENBEEEE  EREE
E BHRNEEmEIAREENEMNSE
EBRMEBEMRR - SHEEEMNRELIS
PR HERR A E 0%-70% ~ BB EE0%-70%
EHMER M5 TAREE30%-100% * HAib
NEEEERNEEMS 0%-70% °

Annual Report 2019 ¢ —ZE— A FF 41



Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

China Construction Bank Corporation (“China Construction
Bank”) (Continued)

QianYuan — DuiGongZunXiang (Daily Open-end) RMB Standard
Asset Portfolio Non-capital Protected Floating Return Financial
Investment Product* (27T — ¥ ABE (I ARME) A REIZEE
BEEMASTIERAZEWEAIBEEM) invests in: 1. cash type
assets, including but not limited to saving deposits, fixed deposits,
agreement deposits, etc.; 2. monetary market instrument assets,
including but not limited to pledge-style repurchase agreement,
sales and repurchase agreement, exchange agreement-style
repurchase agreement, etc.; 3. monetary market funds; 4.
standardised fixed income type assets which were public issue
with an external rating of above AA, including interbank deposits,
national debts, central bank notes, financial bonds, corporate
debts, debentures, medium term notes, short-term financing
bonds, ultra short-term financing bonds in domestic market. The
investment ratios of each type of the asset are: cash type assets
(10%-100%), monetary market instruments (0%-90%), monetary
market funds (0%-90%) and standardised fixed income type
assets (0%-90%). China Construction Bank adheres to the idea
of value investment, through management of asset portfolio
achieving balance between the product’s security, liquidity and
profitability. The product’s fundamental assets were selected and
approved by China Construction Bank’s internal approval
process, reaching investment standard.
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Management Discussion and Analysis

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* (P B2 2R 1T [ AKX K F| | 59
WA ABREIEEE M) mainly invests in inter-bank and exchange
market bonds, repurchases, borrowings (including 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 (including 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 upwards or downwards by a
range of 10%.

China Merchants Bank

Utrust Trust — Jingxin No. 4 Specified Asset Usufruct Assembled
Funds Trust Programme* (B8I{Z5 - RIE45 T EEW S HE
£ A4 &4 E5 5T 2l) (Jingxin No. 4”) is a wealth management
product issued by China Merchants Bank that was invested by
the Group on 21 December 2018. The investment was bearing a
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 have been fully settled with
an annualised returns rate of 5.2% upon maturity.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

China Merchants Bank (continued)

China Merchants Bank RiRiYing Financial Investment Plan* (7
iR 17 H B 2 I Bt 5+ &) invests in all kinds of bonds issued in
interbank and exchange market, as well as money lending,
reverse repurchases, bank deposits, securities firm beneficiary
certificates, trust plans, asset management plans, etc. and other
financial assets complying with regulatory authorities
requirements. The investment ratios are bond assets (20%-95%),
money lending and reverse repurchases (0%-80%), bank deposits
(0%-50%), securities firms beneficiary certificates, trust plans and
targeted asset management plan (0%-70%) and other assets
(0%-50%).

China Merchants Bank — ZhaoZhaodJin (Multi-Stable) Financial
Investment Plan* (BRRTT — BHRE (ZoiBfE@a)EHETE) is
based on in-depth studying of domestic and foreign
macroeconomic trends and impact of macroeconomic policies on
the financial market. Through fixed income investment and trading
strategies such as asset allocation, interest rate forecast
strategies, carry trade, credit carry trade and short-term interest
rate fluctuations, etc., the scheme effectively controls portfolio risk
and provides customers with risk-matched returns. The scheme
invests in the financial assets and financial instrument with higher
credit ratings and good liquidity in the interbank and exchange
markets, including but not limited to bonds, asset-backed
securities, direct financing instruments for financial management,
fund lending, reverse repurchase, bank deposits, interbank
deposits, notes, brokerage income certificates, etc., and can
invest through asset management plans such as trust plans and
targeted asset management plans.
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Management Discussion and Analysis

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 JiudiuYanglLao RiYing Financial Investment
Product* (A B 8 = « A A & £ H & E B E &) 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. (“CSC Financial”)

14 Days National Debt Reverse Repurchase — GC014* (14 X[
& EfE — GCO14) is a national debt reverse repurchase wealth
management product with a pledge purchased from CSC
Financial by the Group. It bears a 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
an annualised returns rate of 5.15% upon maturity.

CSC Fixed Income Securities “GuShouXin e WenXiang” “No.
2817" — 35 days* (5 e /BE E U S o 15% ] [281757]
— 35X) is issued by CSC Financial with principal guarantee for a
term of 35 days with maturity on 1 February 2019, bearing a
floating interest rate. After year end, the investment principal and
interests have been fully settled with an annualised returns rate of
3.8% upon maturity.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

China International Capital Corporation Limited

ZhongJinDingYi No.10 Sole Asset Management Plan* (FF & 5 &
1055 8 — & E & B 51 2l)'s and ZhongJinXinYi No. 1 Collective
Asset Management Plan* (R € Z =15 S S EEE E T El)'s
objective is stable return. Under the premises of strictly controlling
risk and securing liquidity safety, the plans pursue continuous and
steady appreciation of the entrusted asset during the entrusted
period. The plans are sole asset management plans in fixed
income category. The investment scope of entrusted assets
covers (1) fixed income assets: national debts, regular bonds of
local governments, central bank notes, policy financial bonds,
debentures (including non-public issued debentures), corporate
debts, medium term notes, short term financing bonds, ultra short
term financing bonds, asset-backed securities (not including
subordinated tranche), asset-backed notes (not including
subordinated tranche), private placement financing debt
instruments, convertible bonds, exchangeable bonds listed in the
exchange and interbank market; bonds repurchase, bonds
reverse repurchase; and (2) cash type assets: cash, bank
deposits, interbank deposits, monetary market funds, etc.. The
plan’s investment restrictions include: 1. The bond issuer or debt
rating shall not be lower than AA+; short term financing bonds of
issuer rating shall not be lower than AA+; if there is no rating for
ultra short term financing bonds, the issuer rating shall not be
lower than AA+; regarding bonds with no issuer rating and no
debt rating, unless there was written pre-approval of principal, it is
not allowed to invest; 2. Interbank deposits issuers rating shall not
be lower than AA+; 3. No conversion for investing in convertible
bonds and exchangeable bonds; 4. The investment sum in
convertible bonds and exchangeable bonds shall not exceed 20%
of the net asset value of the plan of previous day; 5. The plan’s
total asset value shall not exceed 200% of the plan’s net asset
value; 6. The plan cannot invest directly on credit assets of
commercial banks; 7. Other investments restricted by relevant
laws and regulations, national policies and contracted restrictions
in the agreement.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

AVIC Trust Company Limited

AVIC TianQi#556 TianChengJuFu Combined Investment Fund
Trust Plan* (FA{E5E « KX 556 A BEEREESERE S
{Z5E 51 2l) carries out diversified dynamic asset allocation of the
trust investment asset with the principles of safety, efficiency and
liquidity. The investment scope is: 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 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 in projects which do not comply with the
national industry policy, the investment policy or the
macroeconomic control policy.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

CCB Trust Co., Ltd. (“*CCB Trust’)

Lixin #22 Combined Investment Fund Trust Plan* (315 22 R &4
B & 1=5E5H2) acquired legally owned trade receivables of China
Construction Fourth Engineering Division Corp. Ltd. (“China
Construction Fourth Division”) or its subsidiaries through
factoring company. After the transfer was completed, CCB Trust
becomes a new creditor of the receivables from Zunyi City
Huichuan District Louhaiging Tourism Development Investment
Co., Ltd. (“Louhai Tourism”). Louhai Tourism is 100% owned by
the Management Committee of Zunyi Economic and
Technological Development Zone. During the life of the trust plan,
the debtor pays interest on the receivables. Before the trust plan
expires, the debtor repays the receivables as agreed. The trust
plan guarantee includes: 1. Before the trust plan expires, the
China Construction Fourth Division repurchases receivables that
have not been repaid by the debtor to ensure the safe withdrawal
of trust funds; 2. The accounting firm issues a special audit report
to ensure the authenticity and validity of the receivables; 3. The
debtor acknowledges the debt and promises to repay it according
to the contract through the notice and receipt of the account
receivable transfer. China Construction Fourth Division was
established in 1962. Its business covers housing construction
engineering, infrastructure, real estate development, construction
investment, etc.. It is a backbone company directly under the
“China Construction Co., Ltd.” (“China Construction”). China
Construction was listed on the main board of the Shanghai Stock
Exchange on 29 July 2009 and its stock code is 601668.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Financial Investment Products (continued)

Investment strategies of financial investment products
(continued)

CCB Trust Co., Ltd. (“CCB Trust”) (continued)

HaiYun YangFan #3 Combined Investment Fund Trust Plan* (/&
BH N3 E S E £ 55 5 &) is to collect the trust funds
delivered by the client and use it to issue liquidity trust loan to
Qingdao Jinshui Holding Group Co., Ltd. (“Qingdao Jinshui”) to
obtain income. The credit enhancement measures include: 1.
Balance top-up: Qingdao Ronghai State-owned Capital
Investment and Operation Co., Ltd. (“Qingdao Ronghai”)
provides an irrevocable balance top-up guarantee for the
repayment of principal and interest of Qingdao Jinshui Trust Loan;
2. Supervision of fund usage: Qingdao Jinshui opened a special
fund supervision account at the Licang Sub-branch of China
Construction Bank in Qingdao to receive trust loans and ensure
that the use of funds which meets the declared purpose. Qingdao
Jinshui was established on 26 July 2010. Its main business
sectors include commodity trading, infrastructure construction,
asset operation and investment, etc.. The registered capital was
RMB770 million as at 31 December 2019.

Ping An Bank Co., Ltd.

Ping An Bank TianTianLi Guaranteed RMB Company Investment
Product* (& RITRRFURA AR X BB E ) invests in
bonds or money market instruments with higher credit ratings and
better liquidity in the interbank market, including assets such as
bond repurchase, lending, central bank bills, government bonds,
financial bonds, and high credit rating corporate bonds (corporate
bonds, short-term financing bonds, medium-term notes, etc.)
etc..

Bank of Nanjing Co., Ltd.

“RiRi Judin #1501” RMB Investment Product* ([ B B 24150158 ]
A R ¥ 38 Bf B f) invests government bonds, central bank bills,
financial bonds, private placement bonds in the interbank bond
market, and corporate bonds and medium-term notes with a
credit rating not lower than AA-, short-term financing vouchers
with a credit rating not lower than A-1, money market funds,
interbank deposits and financial instruments of monetary market
like repurchase, lending, etc..
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)
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units held Investment Fair Value the year the year for the for the
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Beijing LeRui Asset Management Co., Ltd. 1t R4 EEEEERAR

LeRuiQiangZhai No. 27 Securities

HInRETRBFRE

Investment Private Equity Fund* LBES 2,561 259,213
Shanghai Longlife Investment Co., Ltd. L §AHREERAR
Longlife Jinxi Pure Bond No. 1 Private AHERAE1RLEES

Equity Investment Fund* REES 1,229 107,000
Shanghai JunXi Investment LBERREERARAR

Management Co., Ltd.
JunXi XiZhou No. 8 Private Equity ERENSHABERRE

Investment Fund* S 1,597 149,761
Others Hit 58 6,791
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269,999 462,494 (203,281) 2,406 10,786
112,620 224,835 (117,835) - 5,620
166,531 313,897 (164,136) 1,089 6,770

6,973 6,791 - 536 182



Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Bond Investments (continued)
Investment strategies of listed bond investments
Beijing LeRui Asset Management Co., Ltd.

LeRuiQiangZhai No.27 Securities Investment Private Equity Fund*
(BT B E27S F H R & AL 5 B &) adopts a fixed income
category allocation strategy to gain stable return, and through
certain proportion of equity and derivative products asset
allocation to enhance return. It uses fixed income assets such as
good quality debentures as core assets to provide a safety
cushion through stable return from bond interests. On this basis,
it starts to implement “large scale asset allocation strategy”, and
further extend portfolio assets to more risky asset categories of
equity, derivative products, etc.. According to the risk-return
profile of the targeted assets it intended to invest in and the
changes in market conditions, it dynamically adjusts the
investment ratio within a range to strive for realisation of
continuous stable profit of account. LeRui “large scale asset
allocation strategy” carries out large scale asset allocation rotation
by a top-down approach, realising achievement of higher
investment return under the premise of bearing limited risks. The
strategy considers the macroeconomic situation, financial market
environment, market structure changes as well as financial
instruments available for investment, supported by quantitative
models, and it comprehensively analyses market interest rate
trend, capital market demand and supply, credit risk situation as
well as stock market trend, and estimates each asset’s risk-
reward characteristics in long, medium and short term. It carefully
chooses large scale assets with a relatively better risk-reward
profile, constructs an allocation strategy which reflects large scale
asset rotation characteristics. Calculated by cost, the fund invests
not less than 80% of the total value of fund’s asset in fixed income
category assets and cash category assets, and not more than
20% of the total value of fund’s asset in equity category assets.
Using issuer or debt rating as basis, it cannot invest in debentures
with rating lower than AA or short term financing bonds with rating
lower than A-1.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Bond Investments (continued)

Investment strategies of listed bond investments (continued)

Shanghai Longlife Investment Co., Ltd.

Longlife Jinxi Pure Bond No.1 Private Equity Investment Fund* (A
B 7R A0 E198 AL 5 5% 5 1% & & &) uses bonds as major
investment subject. During different economic cycles, from the
three dimensions of interest rate (duration), credit, and fixed
income to carry out asset allocation, it strives to obtain steady
return independent of economic cycle. In the aspect of risk control
and strengthening return, it calculates the basic return from bond
interest income. It sets a strict risk limit according to basic return
level, so as to control drawdown risk. Within the risk limit, it
adopts the approach of adjusting the duration of bonds, searching
for wrong priced debentures and fixed income assets’ equity
attributes, etc. to obtain excess return over basic return. The
restrictions of the fund include 1. it must not invest the fund
assets in small to medium enterprises’ private placement debts; 2.
debt or issuer ratings of corporate debts, debentures, convertible
bonds, detachable convertible bond must be AA or above; debt
rating of short term financing bonds of A-1 and issuer rating must
be A+ or above; private exchangeable bonds can be without
rating.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Bond Investments (continued)

Investment strategies of listed bond investments (continued)

Shanghai JunXi Investment Management Co., Ltd.

JunXi XiZhou No.8 Private Equity Investment Fund* (& B EAF 8 5%
FLEFE S & E $) constructs its investment portfolio on the
basis of in-depth research. Under the premises of strictly
controlling the investment risks, it strives to obtain long term
stable investment return. The fund will carry out top-down
approach asset allocation according to macroeconomic analysis
and changes in the overall market valuation level, lower market
risk and pursue higher return at the same time. The investment
scope includes stocks issued and listed on the Shanghai or
Shenzhen Stock Exchange (limited to shares issued from the
conversion of convertible bonds or exchangeable bonds only),
bonds and asset-backed securities issued and traded in the
Shanghai or Shenzhen Stock Exchange or interbank market,
asset-backed notes issued and traded in interbank market, fixed
income securities of securities companies, bond repurchases,
pledge-style quoted repurchase agreement in the Shanghai or
Shenzhen Stock Exchange, cash, bank deposits (including fixed
deposits, agreement deposits, structured deposits and other
bank deposits), publicly offered funds, bank financial investment
products, asset management plans of securities companies,
insurance companies and future companies, asset management
plans for specific clients of fund managers, privately offered funds
issued by privately offered securities investment fund manager
who are registered and published on the official website of the
Asset Management Association of China. The investment
restrictions of the fund include: 1. it must not invest in funds
without custodian or safekeeping financial institutions (commercial
banks, securities companies); 2. it must not invest in partnership
shares without filings in the Asset Management Association of
China; 3. it must not invest in subordinated share of structured
financial product, and the priority rating of invested asset-backed
securities and asset-backed notes shall be AAA; 4. the fund’s
total fund asset value shall not exceed 160% of fund net asset
value; 5. it must not participate in the subscription of non-public
issued shares in stock exchange; 6. the debt rating of invested
debentures must be AA or above. If the invested debentures do
not have a debt rating or their debt ratings do not reach AA or
above, their issuer ratings shall be AA or above. Rate securities
such as national debts, policy financial bonds, local debts, etc.,
are not restricted by ratings.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)

Investment Funds

Name of the financial assets

Jiaxing FengJun Investment
Management Co., Ltd.

FengHeXin FengJun Judin#2
Structured Private Equity
Investment Fund*

Shanghai QiuSheng Asset
Management Co., Ltd.*
QiuSheng Asset YanXi No. 1 Macro

LHEERR

I
EARAREERARAT

BAEERRE RGBT
nERELS

LEUREEERERAR
WREEFR1FERYS

g JE1) - NE )

BAREENEAESBARSRZE

MEE (&)
REES

Total Total Realised Unrealised
amount of of i ir it
purchase(s) disposal(s)  income/(loss) income/(loss)
Number of Investment Fairvalue  madeduring  made during for the for the
units held as at cost as at asat theyearended the year ended year ended year ended
31D b 31D b 31D b 31D b 31D b 31 December 31 December
2019 2019 2019 2019 2019 2019 2019
HE2019F  HE2019F
#2019 REZE2019F REZ2019%F 128318 12A318
12A31R8 R20195 R2019% 12A318 12A318 LFE Ji:3:4
BEZ 124318 12A318 ILFER LFER  BERANRE RERNRE
EU#E ZRERE ZAREE BAZELE HEZHLE  WA/(BBR)  WA/(BR)
('000) (RMB’000) (RMB’000) (RMB'000) (RMB'000) (RMB'000) (RMB’000)
(F)  (AREFr) (AREFL) (AREFL) (AREFT) (ARETR) (AR%TR)

(208,028)

(50,000)

13,988

15,098

750

3,323

10,710

3,513

2,061

856

172

1. ZREUAAREETAZIIMIEAELZS] -

Hedging Private Equity Fund® REES 106,850 107,000 110,323 107,000
Jiu Ding Hua Xin (Beijing) h@EE (LX) REES

I Fund Manag EBERAR

Co., Ltd.
Jiu Ding Hua Xin YiGuan No. 2 Private W3 {2 (BRI 20 S ALEE %

Equity Investment Fund* REES - - - 50,000
Eternal Grand Investment FHERRRREEE

Management Co., Ltd. ARAR
Eternal Grand Collective Private ERXRTERALEERS

Equity Investment Fund* REES 210,000 210,000 220,710 210,000
Bosera Asset Management BHEESERERAT

Company Limited
Bosera New Strategy Flexible- BRAIRBREEREREAR

configuration Hybrid Fund EFHREES 26,600 30,000 33,513 30,000
HFT Investment Management BERESERARAA

Co., Ltd.
HFT Retirement Income Balanced BERTBRRRANES

Fund BERS 23,165 30,000 32,061 30,000
Huatai-Pinebridge Fund ERNRELERERAT

Management Co., Ltd.
Huatai-Pinebridge XinLi Flexiole- ERMRNAEERERS

configuration Commingled HNEHRERS

Securities Investment Fund* 29,112 30,000 30,856 30,000
Beijing LeRui Asset Management 1t R&HEEEBERAR

Co., Ltd.
LeRuiQiangZhai No. 27 Securities SIRRIEOT REHRE

Investment Private Equity Fund* LEES 4,784 4,999 5171 4,999
Xinjiang Decent Zhiyuan Equity ~ HBREEEREREEE

Investment Management BRAR

Company Limited
DGW Kunyuan No.1 Private SERR1FALERE

Equity Investment Fund REES - 100,000 100,000 100,000
Note: 3
1. The investment is presented by way of fair value instead of units
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)
Investment strategies of investment funds
Jiaxing FengdJdun Investment Management Co., Ltd.

FengHeXin FengJun Judin#2 Structured Private Equity Investment
Fund* (B & E 2 2B 20 & B ELEREES) primarily
through investing in trust plan beneficial rights and/or trust plans,
strives to achieve steady appreciation of fund assets. Based on
an in-depth study of the domestic and foreign macroeconomic
trend, monetary policy changing trend, capital market demand
and supply situation, the fund will analyse the interest rate trend
and comprehensively consider each investment product’s
profitability, liquidity and risk traits, and perform active
management to the fund’s asset portfolio.

Shanghai QiuSheng Asset Management Co., Ltd.*

QiuSheng Asset YanXi No.1 Macro Hedging Private Equity Fund*
(MBEEZE1SEZBREHALERES) constructs its investment
portfolio based on in-depth research, striving to realise continuous
steady appreciation of the fund assets. Regarding the investment
strategies, (i) for futures: through three dimensions of time, room
and volatility, it addresses the issues of strategic term, strategic
room for profit and volatility during the term respectively. First,
according to macroeconomic analysis model, 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 cycles, 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 commaodities, 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; (i) 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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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Jiu Ding Hua Xin (Bejjing) Investment Fund Management Co., Ltd.

Jiu Ding Hua Xin YiGuan No.2 Private Equity Investment Fund* (JL
RELIEE2RILEFH R E E D) strives for creating steady
income and return for fund investors under the premises of strictly
controlling investment risks. The fund’s investment scope covers
instruments with good liquidity, including domestic legally issued
and listed stocks, new shares subscriptions, bonds, warrants,
monetary market instruments, bank deposits, bank investment
products, securities firms asset management products, stock
index futures as well as other investment products approved by
law and regulations or the China Securities Regulatory
Commission for fund investment. The investment strategies
include (i) equity asset investment strategy — according to china
economic social structural changes and trend, it adopts a top-
down approach to invest in domestic legally issued and listed
stocks, etc.; (i) monetary market instruments investment strategy
— based on in-depth research of domestic and foreign
macroeconomic trend, monetary policy changing trend, capital
market supply and demand, it analyses the interest rate trend and
comprehensively considers different investment products’
profitability, liquidity and risk traits, thereby performing active
management to the fund’s asset portfolio.; (i) other strategies —
according to market changes and manager’s judgement, it invests
in the contracted investment products, investment instruments,
etc., within the fund’s investment scope striving to realise fund
asset steady appreciation.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Eternal Grand Investment Management Co., Ltd.

Eternal Grand Collective Private Equity Investment Fund* (1B 2z &#
LTERABEFHFILEES) constructs investment portfolio based
on in-depth research. Under the premises of strictly controlling the
investment risks, it strives to obtain long term stable investment
return. The fund will carry out quantitative hedging strategy
according to macroeconomic analysis and overall market
valuation level, at the same time participating in new share offline
allotment of the Shanghai Stock Exchange including Science and
Technology Innovation Board. It lowers market risk and pursues
higher return at the same time. The investment scope includes
stocks issued and listed on the Shanghai or Shenzhen Stock
Exchange (including new share subscription), stock within the
scope of the Stock Connect for Southbound Trading, depository
receipts issued and listed on the Shanghai or Shenzhen Stock
Exchange, preference shares issued and listed on stock
exchange, bonds and asset-backed securities issued and trade in
the Shanghai or Shenzhen Stock Exchange or interbank market,
asset-backed notes issued and traded in interbank market, fixed
income securities of securities companies, bond repurchases,
pledge-style quoted repurchase agreement in the Shanghai or
Shenzhen Stock Exchange, cash, bank deposits (including fixed
deposits, agreement deposits, structured deposits and other
bank deposits), interbank deposits, margin trading and short
selling, refinancing securities lending (that is the fund use its
holding securities as underlying of short sale lending to securities
finance companies), stock index futures, commodities futures,
national debts futures, stock options and commodities options
listed in stock exchange and future exchange, warrants listed in
stock exchange, contracts listed on the Shanghai Gold Exchange,
publicly offered funds and bank investment products.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Bosera Asset Management Company Limited

Bosera New Strategy Flexible-configuration Hybrid Fund (18 8 ¥t
RKEBELBREAMFELFILEES) strives to obtain long term
continuous stable investment return for fund holders, through
organic combination of multiple investment strategies, under the
premises of effective risk controls. The fund’s investment targets
are financial instruments with good liquidity, including equity
financial instruments such as domestic legally issued and listed
stocks (including Small and Medium Enterprise Board, Growth
Enterprise Market and other stocks approved for listing by the
China Securities Regulatory Commission), warrants, stock index
futures, etc., as well as fixed income financial instruments such as
bonds, etc., and other financial instruments approved by law and
regulations or the China Securities Regulatory Commission for
fund investment (must comply with the China Securities
Regulatory Commission’s relevant regulations). The fund’s
investment portfolio ratio is stock assets contributing 0%—-95% of
fund asset. The small to medium enterprises’ private debts
contributes not higher than 20% of the fund’s net asset value. The
fund’s stock investment uses qualitative and quantitative analysis
as basis, carrying out investment on the fundamental analysis.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)
HFT Investment Management Co., Ltd.

HFT Retirement Income Balanced Fund (8= BZBE W EA R
FHILEESD) insists on flexible asset allocation. Based on strict
control of downside risk, it actively grasps investment
opportunities in the stock market, ensuring asset protection and
appreciation, realising the objective of beating absolute return
benchmarks and providing a steady pension wealth management
instrument for investors. The fund’s investment scope covers
financial instruments with good liquidity, including domestic legally
issued and listed stocks (including Small and Medium Enterprise
Board, Growth Enterprise Market and other stocks approved for
listing by the China Securities Regulatory Commission), bonds,
bank deposits, monetary market instruments, warrants, stock
index futures as well as other financial instruments approved by
law and regulations or the China Securities Regulatory
Commission for fund investment (must comply with the China
Securities Regulatory Commission’s relevant regulations). The
fund comprehensively utilises flexible and disciplined asset
allocation strategies, segment allocation and individual stock
selection strategies, return management and stop-loss strategies,
etc., dynamically controlling the portfolio risk by utilising derivative
products such as stock index futures, etc. at the same time. The
fund’s investment portfolio ratio is stock investment contributing
0%—-95% of the fund assets.
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Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Huatai-Pinebridge Fund Management Co., Ltd.

Huatai-Pinebridge XinLi Flexible-configuration Commingled
Securities Investment Fund* (XM A EERERE I ES
1% & E &) pursues long term appreciation of fund assets, under
the premises of effective risk control. It prospectively seizes rate of
return of stock market, bond market and interbank market at
different times, striving to create investment return higher than
results benchmarks for the investors in the medium to long run.
The fund’s investment scope covers financial instruments with
good liquidity, including domestic legally issued and listed stocks
(including Small and Medium Enterprise Board, Growth Enterprise
Market and other stocks approved for listing by the China
Securities Regulatory Commission), bonds, asset-backed
securities, bond repurchases, bank deposits, monetary market
instruments, stock index futures, warrants as well as other
financial instruments approved by law and regulations or the
China Securities Regulatory Commission for fund investment
(must comply with the China Securities Regulatory Commission’s
relevant regulations). The fund is a commingled fund, with
obtaining long term steady return as objective. When the stock
market’s overall valuation level seriously deviates from enterprises
earning condition and expected growth rate, emerging obvious
overvaluation, if its not timely adjusted could bring along potential
capital losses for the fund unit holders, the fund will carry out large
scale asset allocation adjustments, lowering stock asset ratio,
raising other assets such as bonds, etc. ratio at the same time.
The fund’s stock asset investment ratio contributes 0%—-95% of
fund assets.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Beijing LeRui Asset Management Co., Ltd.

LeRuiQiangZhai No.27 Securities Investment Private Equity Fund*
(8t T % E275 %5 H5 1% B 7L 5 B &) adopts a fixed income
category allocation strategy to gain stable return, and through
certain proportion of equity and derivative products asset
allocation to enhance return. It uses fixed income assets such as
good quality debentures as core assets to provide a safety
cushion through stable return from bond interests. On this basis,
it starts to implement “large scale asset allocation strategy”, and
further extend portfolio assets to more risky asset categories of
equity, derivative products, etc.. According to the risk-return
profile of the targeted assets it intended to invest in and the
changes in market conditions, it dynamically adjusts the
investment ratio within a range to strive for realisation of
continuous stable profit of account. LeRui “large scale asset
allocation strategy” carries out large scale asset allocation rotation
by a top-down approach, realising achievement of higher
investment return under the premise of bearing limited risks. The
strategy considers the macroeconomic situation, financial market
environment, market structure changes as well as financial
instruments available for investment, supported by quantitative
models, and it comprehensively analyses market interest rate
trend, capital market demand and supply, credit risk situation as
well as stock market trend, and estimates each asset’s risk-
reward characteristics in long, medium and short term. It carefully
chooses large scale assets with a relatively better risk-reward
profile, constructs an allocation strategy which reflects large scale
asset rotation characteristics. Calculated by cost, the fund invests
not less than 80% of the total value of fund’s asset in fixed income
category assets and cash category assets, and not more than
20% of the total value of fund’s asset in equity category assets.
Using issuer or debt rating as basis, it cannot invest in debentures
with rating lower than AA or short term financing bonds with rating
lower than A-1.

o BILJE w  S 3

B TS EI R ()

BARBESEEESBABERZE
BMEE (&)

REES (B)

REESHRERKH (&)
R EEEEBRL A

LinRE7RBLFRELETESRAEE W
S AR E RIS E W - WAB—E P
s TEMmBERBEEWS - WEBEER
EEEEHREERER BBRERENKR
KERL 2B Wes HLER L RIGER
[(REEERERE] KEAREEE—FER
IEmERkOER  TERFRNEE  RE
BIREAREENRARKELNHSTHEE
bt ABEANBERAERELD - FRERK
FRSBERERN - 25 [ KB EERE KA
EEEMITNETABREELERS BRAE
EEFRERAAIRE T ERESRE QRN E
F-RRBREELRELEBELS eRHEHR
B MBI CUARAIRESRT AR - AE
ERBAXE GAOMMmESNEES M5
Btk  ERARBAAERKRENSES
BRABSHREELER F  EHANRERKER
B RRERRWESLLEHEENRBEE &
ERAAXBEERDHHEMNLERE - 12
AR E  AEERENEEREREENRR
CREENESRERLENLIG TER
80% @ RN EHBEENLIITERESEE
HBER20% ° AT RABERFEASRELE
PERENFRERAAEZHNEREFHER
A1 REFE AR E 55

Annual Report 2019 ¢ —ZE— A FF 61



Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Investment Funds (continued)

Investment strategies of investment funds (continued)

Xinjiang Decent Zhiyuan Equity Investment Management Company
Limited

DGW Kunyuan No. 1 Private Equity Investment Fund (512 £ 3 5
RS AL B2 B # & & & £) mainly invests in the equity of
Yangzhou Yuanrong Real Estate Co., Ltd ((5//RBLE 2 H R A 7))
(“Yangzhou Yuanrong”). Under the premise of strictly controlling
risks, the fund maximises the steady appreciation of the fund’s
assets. During the idle period of funds, the fund may be invested
in bank deposits (including time deposits, agreement deposits,
etc.) and monetary funds. The expected duration of the fund is no
more than two years. Yangzhou Yuanrong is a joint establishment
of Jiangsu New Energy Real Estate Group Co., Ltd. (T ##T8E/R
B ¥ £ B AR A7) (“New Energy Real Estate”) and Sunac
China Holdings Limited (gt 8] B ¥ & & R 2 7)) (“Sunac
China”). It is currently developing the construction project of
“Shuxiang Yipin” (£& — &) in the humanities community located
at the intersection of Development West Road and Xiangyuan
Road in Yangzhou High-tech Zone. New Energy Real Estate was
established in May 1996 with a registered capital of RMB200
million. Its business scope includes housing development (limited
to the scope of construction of first-tier qualified enterprises),
accommodation services, etc.. In 2005, it was approved by the
Ministry of Construction to obtain first-class qualification for real
estate development. It has successfully developed various real
estate projects in Yangzhou, Beijing and Taixing. Sunac China
was established in 2003 and was listed on the Main Board of The
Stock Exchange of Hong Kong Limited (“Stock Exchange”)
(“Main Board”) (stock code: 1918) in October 2010. Its business
covers mid-to-high-end residential, cultural tourism, industrial real
estate, commercial real estate, hotels, property services,
production and distribution of cultural and entertainment content,
film and television filming integration services, etc.. In addition, it
was ranked fourth in sales amongst Chinese real estate
companies in 2019.
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FINANCIAL REVIEW (continued) B #%CIEE (&)
Financial Assets at Fair Value Through Profitor Loss B AABEIEEESHHABREZRZZS
(continued) BEE &)
Listed Equity Interests LtHiRERES
Realised Unrealised
Total Total i t ir
Number of of purchase(s)  of disposal(s) income/(loss)  income/(loss)
units held Investment Fairvalue  madeduring  made during for the for the
as at cost as at asat theyearended the year ended year ended year ended
31D b 31D k 31 D e 31 December 31D b 31D b 31D b
2019 2019 2019 2019 2019 2019 2019
BE2019%
126318 HE20195
R2019%F REZE20195 REZE2019F Jlx:3:4 128318
12A318 R2019%F R2019%F 12A318 12A318 BERN LEE
KE2 128318 128318 EEER LLFER REBA/ RERNRE
Name of the financial assets SREEER BUgE ZREREK ZAREE BAZALE HEZHLE (B8 WA/ (58)
('000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB'000) (RMB’000)

() (ARETT) (AR®TR) (ARETR) (AR¥TR) (AR®TR) (ARETL)
' ' ' ' ! ' ! [ |

Chinacity EDU Fund I L.P. Chinacity EDU Fund I L.P.  approximately
8.63 million
shares'
#8638 89,358 143,257 - (21,470 15,096 49,768
China Risun Group Limited* HEBBEEERAT approximately
87.58 million
shares?
418,758 Bt ? 128,161 211,620 - - 18,879 83,459
Beijing LeRui Asset I RLREESEARAR

Management Co., Ltd.
LeRuiQiangZhai No.27 Securities SELRETREFRE

Investment Private Equity Fund* LEES 2,519 38,545 41,142 42,525 (3,980) 431 2,597
Jiangsu Shentong Valve THGBRPRGERAR

Company Limited - - - - (52,737 11,883 -
Others Hi - 2,700 4,240 2,700 - - 1,540
Notes: 5
1. The investment is indirectly held by a special purpose vehicle. 1. ZREL—SHRENEEEERE -

2. The number of shares held increased from approximately 24.80 2. HBERFEBBEEHBR QAR 2019F2 A1

million shares to approximately 87.58 million shares as a result of HETERNMCET WHBEZ2ROHEBEBHLD
capitalisation issuance of China Risun Group Limited* on 1 February 2,480 B IE = 498,758 Bh% ©
2019.
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Equity Interests (continued)
Investment strategies of listed equity interests
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
USD16.75 million. As at 31 December 2019, the Company held
approximately 0.92% of the 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 was listed on the Main Board on 28 March 2019 with
stock code 1797.

China Risun Group Limited* (7 B /i |5 25 2] 5 [R 2~ &]) (“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 RMB128 million.
As at 31 December 2019, the Company held approximately
2.14% of the 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 was
listed on Main Board on 15 March 2019 with stock code 1907.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Equity Interests (continued)

Investment strategies of listed equity interests (continued)
Beijing LeRui Asset Management Co., Ltd.

LeRuiQiangZhai No.27 Securities Investment Private Equity Fund*
(8t T % E275 %5 H5 1% B 7L 5 B &) adopts a fixed income
category allocation strategy to gain stable return, and through
certain proportion of equity and derivative products asset
allocation to enhance return. It uses fixed income assets such as
good quality debentures as core assets to provide a safety
cushion through stable return from bond interests. On this basis,
it starts to implement “large scale asset allocation strategy”, and
further extend portfolio assets to more risky asset categories of
equity, derivative products, etc.. According to the risk-return
profile of the targeted assets it intended to invest in and the
changes in market conditions, it dynamically adjusts the
investment ratio within a range to strive for realisation of
continuous stable profit of account. LeRui “large scale asset
allocation strategy” carries out large scale asset allocation rotation
by a top-down approach, realising achievement of higher
investment return under the premise of bearing limited risks. The
strategy considers the macroeconomic situation, financial market
environment, market structure changes as well as financial
instruments available for investment, supported by quantitative
models, and it comprehensively analyses market interest rate
trend, capital market demand and supply, credit risk situation as
well as stock market trend, and estimates each asset’s risk-
reward characteristics in long, medium and short term. It carefully
chooses large scale assets with a relatively better risk-reward
profile, constructs an allocation strategy which reflects large scale
asset rotation characteristics. Calculated by cost, the fund invests
not less than 80% of the total value of fund’s asset in fixed income
category assets and cash category assets, and not more than
20% of the total value of fund’s asset in equity category assets.
Using issuer or debt rating as basis, it cannot invest in debentures
with rating lower than AA or short term financing bonds with rating
lower than A-1.
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Listed Equity Interests (continued)

Investment strategies of listed equity interests (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 RMB53.9 million. All the shares held were sold
during the year ended 31 December 2019. 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.
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FINANCIAL REVIEW (continued) Bt FEEIEE (&)
Financial Assets at Fair Value Through Profitor Loss AR EBEMEBHESFH T ABERZSE
(continued) mEE (&)
Bond Market Funds BEFETIEES
Realised Unrealised
Total t Total i t ir t
of purchase(s)  of disposal(s) income/(loss)  income/(loss)
Number of Investment Fairvalue  madeduring  made during for the for the
units held as at cost as at asat theyearended the year ended year ended year ended
31D b 31D b 31D L 31D b 31D b 31D b 31D b
2019 2019 2019 2019 2019 2019 2019
HE2019%
12A31A HE20195
R2019%F REZ2019F REZE2019F ILFE 12A318
12A318 R20195F R20195F 12A318 12A318 RN LEE
BE2 12A318 12318 LEER LEER BREA/ RERORR
Name of the financial assets SREEER BUgE ZRERK ZARER BAZHASE HEZHLE (B8 WA/ (58)
(000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB’000) (RMB'000)

(F)  (AR®Fn) (AREFT) (AREFL) (AREFL) (ARETR) (AR%TR)
1 ) O [ [ N N R R
Sculptor Capital Management, Inc. AHERERERAA
(Formerly known as “Och-Ziff (ABARKERER
Capital Management Group LLC") &EERAR*])

Sculptor Institutional Income AERERE SIS
Overseas Fund, L.P.(Formerly (RIfE A [ R
known as “OZ Institutional Income BINES])
Overseas Fund, LP.") - 198,569 206,669 - - 9,968 6,843

Value Partners Hong Kong Limited ¥EHESEEESERAT
Value Partners Greater ChinaHigh ~ BEARPEgKEEHES

Yield Income Fund - - - - (30,725) 1,470 -
E Fund Management (HK) PHEBEEE(FH)

Co., Limited BERAT
E Fund (HK) Select Bond Fund SHE(EE) BEESES - 62,110 64,733 69,091 (6,981) 269 2,623
Invesco Hong Kong Limited SEREEEERLT
Invesco Global Investment Grade RIBRRECEES

Corporate Bond Fund e - 69,945 70,626 69,945 - - 681
Note: e
1. Theinvestment is presented by way of fair value instead of units. 1. HRENRRBEAXZIIMIEUEGLZT)
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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
Sculptor Capital Management, Inc.

Sculptor Institutional Income Overseas Fund, L.P. is the feeder
fund for U.S. Tax Exempt and Non-U.S. investors of Sculptor
Institutional Income Master Fund, L.P. (Formerly known as “OZ
Institutional Income Master Fund, Ltd.”) (together, the “Sculptor
Fund”). The Sculptor 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 Sculptor 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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Management Discussion and Analysis

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 (ii) 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.

E Fund Management (HK) Co., Limited

Through global investment in portfolios composed of investment-
grade debt securities denominated in Renminbi, US Dollar, Euro
or HK Dollar, the E Fund (HK) Select Bond Fund aims at
generating stable income in addition to capital appreciation for the
fund, thus achieving long-term capital growth. The fund may
invest in the globally issued bonds denominated in US Dollar,
Euro or HK Dollar, in which shall comprise of investment-grade
bonds no less than 70% and high-yield bonds up to 30%.
Currently, the fund mainly invests in the US Dollar bonds issued
by Chinese enterprises. The main reason is that under the same
rating and duration, the US Dollar bonds issued by Chinese
enterprises offer significantly higher yields than bonds issued by
enterprises in developed markets. The fund may gradually expand
its investment to cover US Dollar bonds issued by Hong Kong
enterprises and companies in other developed countries. The
fund may also invest no more than 30% of capital in other public
funds. In addition, it may engage in the trading of interest rates,
credits and foreign exchange derivatives for hedging risks
purpose.

o BILJE w  S 3

B TS EI R ()

BARBESEEESBABERZE
BMEE (&)

BETEES(E)

EFTEEEHRERME (&)
BERTEEEZBHERAA] ()

BEATESKREEFESHEZRENSTT
EnEBKREFES  RoRAPEBENEE
EYEE R - HREBERITELE - RE
EEBRBRERBNRSINEE - ZEEE
HEEBKEIFRSEETDPNT0%REN () E
EREB(RKRFNEE) LIRS ERF D UA
RARFEMRA EHeIEEMEE  Ki)K
2 & B BT N, S BUT AR R B R T BT T K
PEERNEBESES  LWEBHKREHR
R RESARENEBESBRETRRA
BN TR ERERES - BELEBHERE
HheaEEs o

S EEEEE (BE)BRAA]

S5HEER)BRESESEREERRER
TEHMURIARYE - X0 BUOTIETTFHE
MWIRERBIEBEFEKNKRELS EER
RETELEBENBEMIMRERA - M
ERRYEAER - RESATRENEZREE
AEITEETT BTGB TTES - HRRER
BEHTLRT0%  BREEFTER30% - B
AZESERRERPERRETNERTER
T I2RAERASHEMBMET - FELE
EnERRFKENBRESNEEMHEEE
TES - ZESREFETHRINBELE
AR EEEBRFKMISERTHETE - %ED
NABAERI0%ESREREMBATES -
SO ZE ST UEHRER RSB ORZHE
EMAMINEDNT £ o

Annual Report 2019 ¢ —ZE— A FF 69



Management Discussion and Analysis

o BILE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Bond Market Funds (continued)

Investment strategies of bond market funds (continued)

Invesco Hong Kong Limited

The objective of Invesco Global Investment Grade Corporate
Bond Fund is to achieve income and long-term capital growth by
investing primarily in high quality debt instruments issued by
companies worldwide, including contingent convertibles. The fund
may make significant use of derivatives (complex instruments) in
order to (i) reduce the risk and/or generate additional capital or
income and/or (ii) meet the fund’s investment objectives by
generating varying amounts of leverage (i.e. where the fund gains
market exposure in excess of the net asset value of the fund). The
fund is actively managed and is not constrained by a benchmark.

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.

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.
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Management Discussion and Analysis

ACCREDITATION FOR THE COMPANY AND ITS
MANAGEMENT

For the year ended 31 December 2019, the Company was
awarded rank 221st in the top 2019 Fortune China 500
companies, as well as named as one of the “2019 Top 50 Board
of Directors — China” by Fortune China and Aon Hewitt jointly.
Jinxi Limited, a subsidiary of the Company, was awarded the
“National May Day Labor Award” by the All-China Federation of
Trade Unions. Furthermore, Jinxi Limited was awarded the “2019
Excellent Steel Enterprise Brand”, “Building Material Most
Technological Innovative Enterprise of China 2019”, etc.. In
January 2020, the Company’s Chairman of the Board and Chief
Executive Officer, Mr. Han Jingyuan, was awarded “The First
China Financial and Economic Forum and The 70th Anniversary of
the Founding of the Peoples Republic of China’s 70 Figures with
Economic Merits”.

INVESTOR RELATIONS

The Company maintained close contact with its investors during
the year of 2019. The Company not only made timely disclosures
of the Company’s information through the website of the Stock
Exchange and the Company 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.
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Management Discussion and Analysis

o BILE W i B3 A

HUMAN RESOURCES AND REMUNERATION
POLICIES

As at 31 December 2019, the Group had a workforce of
approximately 9,400 and temporary staff of approximately 1,300.
The staff cost included basic salaries and benefits. Staff benefits
included discretionary bonus, medical insurance scheme, pension
scheme, unemployment insurance scheme, maternity insurance
scheme and 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, 31 March 2020

* For identification purposes only

72 China Oriental Group Company Limited o F1 B 5 75 &£ B AR B R A 7

ANEREFHEER

MR2019F 12 A31H » A&EEER & T#9,400
AREEERF T A#91,300 A » BT ABIEEAR
HFeL@EF  EERNBIENIBEMATA -
BEEREBTE - BESFE - KERRTE
EERBAEI R EBRES - 52008F7 AR
REEHETIERBRWIZE TERTEN1.5%
FEARERPT - BEBASEMNFTNECE - BB
MEERFELEE DR SRIHEEERNS - &
RNEEE ST T R ARIERI B IZ—8 -

EERRLBHALEEEBREENFH TIER
HAREENZER - WRHBRMHFEEER
BARRR—E X

EEE B
FERSEEZERERAT*

BERE
EFRFEREBNTE

&% 20203 A31H

*ERES



Directors’ and Senior Management’s Biographical Information

AR AT B E R E R

EXECUTIVE DIRECTORS

Mr. Han Jingyuan, aged 63, 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.
He is the chairman of the nomination committee and member of
the remuneration committee 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 a deputy mine manager and mine manager of
Han’erzhuang Iron Mine. Mr. Han has in-depth industry
knowledge and 34 years of extensive operational and managerial
experience in the iron and steel industry. In January 2020, Mr.
Han was awarded “The First China Financial and Economic Forum
and The 70th Anniversary of the Founding of the People’s
Republic of China’s 70 Figures with Economic Merits”. In addition,
Mr. Han was also 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, the honorary chairman of
Hong Kong Tong San Chamber of Commerce and the vice
chairman of Tangshan Charity Federation. Mr. Han was also the
9th and 11th 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 56, 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 26 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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Directors’ and Senior Management’s Biographical Information

ERARREEA B EREE R

EXECUTIVE DIRECTORS (continued)

Mr. Shen Xiaoling, aged 59, is an Executive Director (appointed
on 1 July 2005) of the Company and the chairman of the
supervisory board of Jinxi Limited and he 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 of 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
was the deputy general manager of Jinxi Limited during the period
of 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 583, 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 32, 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. Mr. Han was the 12th and 13th representative of
the People’s Congress of Hebei Province, PRC, the vice chairman
of the 11th Committee of Hebei Youth Federation and 17th
representative of the People’s Congress of the Communist Youth
League of China. He was awarded Enterprise Brand Special
Contribution Character ([ S¥@EEZISHERIAY]) and The
Harmonious China 2012 Influential People’s Award in Energy
Saving (MR E2012FEFENAY — PEEHERREL
+XAIFZ L), Mr. Han is the son of Mr. Han Jingyuan, the
Chairman and Chief Executive Officer of the Company, as well as
the substantial shareholders (within the meaning of Part XV of the
Securities and Futures Ordinance) (holding approximately 36.33%
of the issued shares of the Company as at 31 December 2019) of
the Company.
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Directors’ and Senior Management’s Biographical Information

P % 8 A LA LI G R

EXECUTIVE DIRECTORS (continued)

Mr. Sanjay Sharma, aged 48, is an Executive Director of the
Company (appointed on 30 September 2019). He is the vice
president of ArcelorMittal (a substantial shareholder of the
Company) and serves as chief executive officer of ArcelorMittal for
China and India. Mr. Sharma joined ArcelorMittal in 2001 and was
part of the first team on the ground to build ArcelorMittal’s China
operations from its early stages. Mr. Sharma served in multiple
leadership roles in the China joint ventures of ArcelorMittal,
including the chief executive officer for Valin ArcelorMittal
Automotive Steel Co., Ltd. from March 2013 to September 2015,
the chief operation officer at Hunan Valin Steel Co., Ltd. (listed on
Shenzhen Stock Exchange, “Valin Steel”) from October 2011 to
September 2016 and a director of Valin Steel from December
2014 to September 2016. Prior to his roles in Valin Steel, he was
the general manager of mergers and acquisitions in the corporate
team at ArcelorMittal. Mr. Sharma has worked earlier with
McKinsey & Company and Steel Authority of India Limited. Mr.
Sharma holds an MBA from INSEAD in France and a B. Tech.
(Honours), Metallurgical Engineering from the Indian Institute of
Technology Roorkee. He is an alumnus of Harvard Business
School’s Advance Management Programme.

NON-EXECUTIVE DIRECTOR

Mr. Ondra Otradovec, aged 51, 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 Iron
and Steel Group Co., Ltd. in China (he served as a director of
Valin Steel). He also 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 55, is an Independent
Non-executive Director of the Company (appointed on 25 August
2004). He is the chairman of the audit committee and
remuneration committee and member of the nomination
committee of the Company. He is a highly experienced certified
public accountant (practising) and has over 31 years of experience
in auditing, taxation, corporate internal control and governance,
acquisition and financial advisory, corporate restructuring and
liquidation, family trust and wealth management. Mr. Wong is an
independent non-executive director of Digital China Holdings
Limited, Wai Kee Holdings Limited, Integrated Waste Solutions
Group Holdings Limited, Greenheart Group Limited, GCL-Poly
Energy Holdings Limited, Hilong Holding Limited, Qeeka Home
(Cayman) Inc., IntelliCentrics Global Holdings Ltd. and Shanghai
Dongzheng Automotive Finance Co., Ltd., all of which are listed
companies on the Stock Exchange. He was an independent non-
executive director of Kunming Dianchi Water Treatment Co., Ltd.
from June 2016 to August 2018 and China New Higher Education
Group Limited from March 2017 to December 2019, all of which
are listed companies on the Stock Exchange. Mr. Wong is the
founding director and member of Francis M. C. Wong Charitable
Foundation Limited, a charitable institution. Mr. Wong is also the
non-executive chairman of Union Alpha C.P.A. Limited and non-
executive director of Union Alpha CAAP Certified Public
Accountants Limited. 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 (& £ 218 1) conferred by
Guangzhou Jinan University (/285 K&, the PRC.
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AR AT B E R E R

INDEPENDENT NON-EXECUTIVE DIRECTORS

(continued)

Mr. Wang Tianyi, aged 73, is an Independent Non-executive
Director of the Company (appointed on 7 February 2012). He is
member of the audit committee, nomination committee and
remuneration committee of the Company. He is currently the
supervisor of expert committee of The Chinese Society For
Metals. Mr. Wang has over 46 years of extensive experience in
the steel industry. Mr. Wang studied metallurgical machinery in
Beijing Institute of Iron and Steel Engineering (1t S &M £ 85%) (now
known as University of Science and Technology of Beijing 1t =%}
FAE) from 1965 and graduated in 1970. He then worked at
Handan Iron and Steel Group Company Limited (HBERS iz E A
R &ETA ) (‘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 (&L fil#E & E AR JEAF]) (“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 (& 5 5 & 5
EHEA AR ET2AR). From July 2008 to August 2011, he acted
as the vice chairman of Hebei Iron and Steel Group Company
Limited (AdbiMEEBMARET A A) (“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 54, is an Independent Non-executive
Director of the Company (appointed on 15 July 2016). He is
member of the audit committee, nomination committee and
remuneration committee of the Company. Mr. Wang graduated
from Peking University with a bachelor’s degree in Law in 1986
and obtained a doctor’s degree in International Law from the
Research Institute of Hiroshima University in 1995. Mr. Wang has
over 24 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 (listed on the Shanghai Stock Exchange) 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 as an external director of Beijing
Fashion Holdings 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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INDEPENDENT NON-EXECUTIVE DIRECTORS

(continued)

Dr. Tse Cho Che, Edward, aged 63, is an Independent Non-
executive Director of the Company (appointed on 7 November
2019). Dr. Tse holds a bachelor’s degree and a master’s degree
in civil engineering from the Massachusetts Institute of
Technology, the United States and a master of business
administration as well as a Ph.D. in civil engineering from the
University of California, Berkeley, the United States. Dr. Tse is an
independent non-executive director of China Travel International
Investment Hong Kong Limited (listed on the Stock Exchange)
and was an independent non-executive director of Shanghai
Pharmaceuticals Holding Co., Ltd. (listed on the Stock Exchange
and the Shanghai Stock Exchange) from June 2013 to June
2019. Dr. Tse has engaged in management consultancy and
corporate senior management for over 30 years, with extensive
experience and expertise in definition and implementation of
corporate transformation, establishment of organizations,
business strategy and overseas expansion. He holds the position
of chairman in Gao Feng Advisory Company since April 2014. He
was the chairman in Greater China region of Booz & Company, an
independent director of Baoshan Iron & Steel Co., Ltd. (listed on
the Shanghai Stock Exchange) from May 2006 to April 2012,
outside director of Shanghai Automotive Industry Corporation
(Group), executive vice president of corporate planning and
development division and managing director of Greater China
region of Cable & Wireless HKT Limited, a non-official member of
the Strategy Development Commission and a part-time member
of the Central Policy Unit of the Hong Kong Special Administrative
Region Government and managing partner of Greater China
region of the Boston Consulting Group, etc..
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SENIOR MANAGEMENT

Mr. Yu Lifeng, aged 43, 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)” ([ 57 4t & B
& & % | @ A 2%), “The 10th Most Entrepreneur Concern In
Hebei Province” ([t & F +E&XBEE®E KR ]), “The Ten
Best Newsmaker of 2018 China Era and Mainland China Appraisal
Campaign” ([2018 REIERF X EK o R EE Kb 2 HAERT /A8 “ +1E
#FE A1), “The Outstanding Chinese Entrepreneur” ([ #f Z= &
% 1 % R 1), “Chinese Corporate Culture Top Ten Model of 40
Years of Reform and Opening Up” ([ B8 & F I 40 F R B> ¥ 1L
TREEAY]) etc..

Mr. Yu Jianshui, aged 52, is the deputy general manager of Jinxi
Limited. He was the general manager of Hebei Jinxi Iron and Steel
Group Special Steel Company Limited and 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 ([ % ft 5 4

7 1), Ten Outstanding Youths in the County ([ &+ AX£EHFF ),
Outstanding Youth in Post of Tangshan City ([ & LT & £ i g
F ]), Workers’ Model in Hebei Province ([ A1t & & B8R &G ), The
First Class Honour of Technological Improvement in Tangshan
City (I /& 1L 77 %} & # 2 — % #€ ]), The Third Class Honour of
Technological Improvement in Hebei Province ([ ;A 1b & BH i 4
=%48]).

Mr. Lam Pak Kan, aged 40, 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 has over 19 years
experience in auditing, financial management, strategic
management, corporate finance, corporate governance and
investor relations with accounting firm, asset management
company and listed companies. 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.
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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 2019, 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)
Mr. Sanjay Sharma
(appointed on 30 September 2019)

Non-executive Director

Mr. Ondra Otradovec

Independent Non-executive Directors

Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing

Dr. Tse Cho Che, Edward
(appointed on 7 November 2019)
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Corporate Governance Report

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 73 to 78.

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;

o Approval of dividends;

. Reviewing and approving the interim and annual reports;

. Ensuring good corporate governance and compliance;

U Monitoring the performance of the management;

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

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

DIRECTORS’ ATTENDANCE AND TIME
COMMITMENT

The Board authorises the management to carry out the strategy
that have been approved. During the year under review, nine
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 2019 is
set out as follows:

EER(TEER) W
EEZHERAREERA

EZRREEEERITCHENRE - RO
FERN BEERABRNREE CREZE
ZREBEMETHRFEFREMBE - LR
AHEEBERMAR - SEERNHEE20194F
12RABLFEZEERMNEEREZEES
ELEBERAOT

Number of Meeting
Attended/Eligible Attended
BHLE/
BERLERE
Audit Remuneration
Committee Committee

ENZEE  FHZRE

General
Meeting
RRAE®

Nomination
Committee

REZEE

Board
EZR
Regular Ad Hoc
EH 15l
Executive Directors HTEE
Mr. Han Jingyuan BHELE 4/4 5/5
Mr. Zhu Jun RERE 34 5/5
Mr. Shen Xiaoling TEREE 4/4 5/5
Mr. Zhu Hao RERE 3/4 35
Mr. Han Li BhiEE 4/4 5/5
Mr. Sanjay Sharma Sanjay Sharma L4
(appointed on (R2019F9430A
30 September 2019) BZ(F) 17 44
Non-executive Director  JF#{TESE
Mr. Ondra Otradovec Ondra Otradovec % 4 34 5/5
Independent Non- BUkHTESE
executive Directors
Mr.WongMan Chung,  EXFEA
Francis 4/4 5/5
Mr. Wang Tianyi IXERE 4/4 4f5
Mr. Wang Bing TARE 4/4 5/5
Dr. Tse Cho Che, Edward ~ #i181&E+
(appointed on (R2019%11H7H
7 November 2019) BZfE) 1/1 33

- 2/2
474 22
474 22
3/4 2/2
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BOARD OF DIRECTORS (THE “BOARD?) (continued)

DIRECTORS’ ATTENDANCE AND TIME
COMMITMENT (continued)

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.

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.

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.
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BOARD OF DIRECTORS (THE “BOARD?”) (continued)
INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year under review, the Company had four 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.

Following the appointment of Mr. Sanjay Sharma as an Executive
Director on 30 September 2019, the Board comprises ten
members with six Executive Directors, one Non-executive Director
and three Independent Non-executive Directors. As a result, the
number of Independent Non-executive Directors falls below one-
third of the Board as required under Rule 3.10A of the Listing
Rules.

On 7 November 2019, the Company appointed Dr. Tse Cho Che,
Edward (“Dr. Tse”) as an Independent Non-executive Director.
Following the appointment of Dr. Tse, the Board comprises eleven
members with six Executive Directors, one Non-executive Director
and four Independent Non-executive Directors. As a result, the
Company is in compliance with the requirement of the minimum
number of independent non-executive directors prescribed under
Rule 3.10A of the Listing Rules.

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.
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BOARD OF DIRECTORS (THE “BOARD?) (continued)

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)

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, Mr. Han Li and Mr. Sanjay
Sharma (appointed on 30 September 2019) 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, Mr.
Wang Bing and Dr. Tse Cho Che, Edward (appointed on 7
November 2019) 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 article 87 of the Bye-laws and the code provision
A.4.2 of the CG Code, Mr. Shen Xiaoling, Mr. Wong Man Chung,
Francis and Mr. Wang Bing will retire from office by rotation and,
being eligible, will offer themselves for re-election at the
forthcoming AGM.
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BOARD OF DIRECTORS (THE “BOARD?) (continued)

APPOINTMENT, RE-ELECTION AND REMOVAL
OF DIRECTORS (continued)

In accordance to article 86(2) of the Bye-laws, Mr. Sanjay Sharma
and Dr. Tse Cho Che, Edward being eligible, will offer themselves
for re-election at the forthcoming annual general meeting.

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.

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

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.

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
2019. 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 2019, 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. Sanjay Sharma, Mr. Wong Man Chung,
Francis and Dr. Tse Cho Che, Edward 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 2019 were kept by the Company.
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BOARD OF DIRECTORS (THE “BOARD?”) (continuved) ZBEZER(EER]) (&)

TRAINING AND SUPPORT FOR DIRECTORS BEERPAMEZEIRXEF#E)
AND COMPANY SECRETARY (continued)

The individual training record of each Director received for the &BEREE2019F 12 831 BILFEES
year ended 31 December 2019 is summarised as below: Bz @RI sEE T ¢

Participation in Continuous Professional Development Programme R 2019 fE R B F5 15 2 2 42 3|51 2)
in 2019

Attending training/
briefing on regulatory
development, directors’

Reading regulatory duties or other
updates relevant topics
HEFREESS

BIREEEREMN ESEARAEMEH
EHER BN, BERE

Executive Directors HITES
Mr. Han Jingyuan BRHUR LA v
Mr. Zhu Jun KRESLAE 4
Mr. Shen Xiaoling LIS S 4
Mr. Zhu Hao Kb E v/
Mr. Han Li BAEAE v
Mr. Sanjay Sharma Sanjay Sharma 7t 4
(appointed on (R2019F 9 A30 A
30 September 2019) EZ(T) v v
Non-executive Director FHITES
Mr. Ondra Otradovec Ondra Otradovec %t 4 v
Independent BIFHITES
Non-executive Directors
Mr. Wong Man Chung, Francis EXRGE v/ v
Mr. Wang Tianyi FR\|LAE v/
Mr. Wang Bing TkEHE v/
Dr. Tse Cho Che, Edward HEREIE L
(appointed on (R2019F 11 A7H
7 November 2019) EZ(T) v/ v

During the year under review, Mr. Lam Pak Kan, the financial REEEER @ KA B HEE KA RMEMRK
controller and company secretary of the Company, took more  fA#) %4 L 2 B i@ 15E/ N B ZE =
than 15 hours of professional training to update his skills and A EREERMH - WA ETRBNE3.2015
knowledge in compliance with Rule 3.29 of the Listing Rules. HIFRIE ©
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BOARD OF DIRECTORS (THE “BOARD?”) (continued)
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.

BOARD COMMITTEES

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

(1)  Audit Committee

The audit committee 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.
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BOARD OF DIRECTORS (THE “BOARD?) (continued)
BOARD COMMITTEES (continued)

(1)

Audit Committee (continued)

During the year ended 31 December 2019, 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 2019, four meetings of
Audit Committee were held.

The Audit Committee has reviewed the Group’s
consolidated financial statements for the year ended 31
December 2019 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.
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BOARD OF DIRECTORS (THE “BOARD?”) (continued)
BOARD COMMITTEES (continued)

@)

92

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; (ii) 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)
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
some of the 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 2019, two meetings of
Remuneration Committee were held.

Details of the remuneration of each Director for the year
ended 31 December 2019 are set out in the Note 47 to the
consolidated financial statements in this annual report.
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BOARD OF DIRECTORS (THE “BOARD”) (continued)
BOARD COMMITTEES (continued)
(20 Remuneration Committee (continued)

The biographies of members of the senior management
team at the date of this annual report are disclosed in the
section headed “Directors’ and Senior Management’s
Biographical Information” in this annual report. Pursuant to
the code provision B.1.5 of the CG Code, the emoluments
of the senior management (excluding Directors) for the year
ended 31 December 2019 are within the following bands:

EER(TEER) W
EEZES®)

)

FMEES (&)

RAFHREHNSREEERENERE
REAFERIEERSREEAENBE
BER] -SSR REBELSEEATA
ZSTRMEX EBASIKATE - B =2019
F12AMHEFELZH FafEEE(T
BIEESR)NHFHN FUATEHE

Number of individuals

HK$1,000,001 to HK$1,500,000
(approximately RMB886,001—
RMB1,329,000)

HK$1,500,001 to HK$2,000,000
(approximately RMB1,329,001-
RMB1,772,000)

HK$3,000,001 to HK$3,500,000
(approximately RMB2,658,001-
RMB3,101,000)

HK$4,000,001 to HK$4,500,000
(approximately RMB3,544,001-
RMB3,987,000)

(3) Nomination Committees

The nomination committee of the Company (“Nomination

1,000,001 7T & 1,500,000 7T

(¥ AR ¥ 886,001 TTLE

AR #1,329,0007T) 1
1,500,001 & 7L & 2,000,000 7% 7T

(K ARH1,329,001 TE

AR 1,772,0007T) 2
3,000,001 787 & 3,500,000 % 7T

(M ARH¥ 2,658,001 TE

AR¥3,101,0007T) -
4,000,001 7875 & 4,500,000 7 7T

(#) ANR#53,544,001 TE

AR #3,987,0007T) -
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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 appropriate modifications when
necessary.

China Oriental Group Company Limited o F1 B 5 75 &£ B AR B R A 7

20123 R 23HKY - Wl BFTEEM
BiEEE - - REZE ez BESRE (IR
BT RAR AR ER]) BIEREER
#E'JZWE'JMY%AS21I7H5ﬁ%6235kﬁ '
TR FEEREHBEEER



Corporate Governance Report

BOARD OF DIRECTORS (THE “BOARD?) (continued)
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; (i) 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 2019, three meetings of
Nomination Committee were held.

B G
EER(EERD#E
BEEZEg®)

B RBBEZE®(#E)

RAZEENBBIZRIZLEF®R
NEERNRE AR d@REZTlL
WS E = BIFL S BIRLES ¢ ()
MEeERABEERAETEENAL
WHEREABEALTHEESH LR
BEERRHEER : (i) FPRBILIERNITE
ENBYE (WVHESZTAEHEZE
UNEZFETFEREETRRLES ()
HEEEBRT  HIEREZTRKRES
LR (EEREZTERE]) &
VIREEERRATEETRZITILBR
mHIE MR AHE B IRMEREE -

REAZEENNEZPEURESTZIERE
EEHERER - BEBREAZERE -
K BERRMSE - ARBZERRTE
AREBERZRBRAK  FEBH -
BEMRRERARAEERAELIESR
B ZRIEA e

REBEFEAN  REZEEEREAAH
EXERIFERAFENTERBELLE (R
ZREGIR) RARFRNBILIERNITE
T EXRELE  ERBEERTK
EE - OARFZEENEANALE
BARAZ TANRXE AL RZHE

HZE2019F12A31BIEEE  BEZE

PN e e AR vy
BEBRIT=IREH o

Annual Report 2019 ¢ —ZE— A FF 95



Corporate Governance Report
A SRR ol

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 73 to 78 in this
annual report and considered the current Board’s composition is
appropriate.
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Corporate Governance Report

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 2019, 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 2019. 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.

e S-S kie

BEMZE (&)
BB A EREEE ()

ﬁ%ﬁ%%m#WZ?WﬁY%C25ﬁ&ﬁ
M ERTE « ANAQ R FERR S A SBEAZ I &E
Emmﬂ$EEMHA“@&W%WEAME
B RATMERIEL DT RBILEE - AR
Al B AZEZIEE B 2018F 1 AR
BREZE2019F12 A31HILFER » HR
HEZI DB B IEe a6t c RAFENRN -
AEBEHRR LB ASEZIBPINFEZIED
170%%5U$§@ 8 R MR MRE
B ARRRBEITHBEEBLREEERERE
%Tﬁ$%lhhiﬂ2@ﬂ%h&ﬂ&%
B -BREESGREZTREHRIATAEBNE
ERZSENRBREEINE EEREEFFR
HRAEERY B AISEXINE

EEFERMERZEEHARBZERER R
NERE R E IR BB R - AR E 2 BB
KA BAEE R PFIRETRE YN ES
REEEAEREER MR ER - T BT
REREARE  AEEZMBEEPFIRPEA
&%ﬁﬂWﬁAﬁﬁﬁlZW%w$$ SRR
RAVINEIZ BED 4 5B BB B

FEBERARERENAEHEZBE - B4

BIEABEEIERE RREFE M - DHEE K%

MAEEEZEESBFEEREEEENER
ERNEHEEBRERRERRE -

Annual Report 2019 ¢ —ZE— A FF 99



Corporate Governance Report
A SRR ol

ACCOUNTABILITY AND AUDIT (continued)
External Auditor

The Directors are responsible for preparing the financial
statements for the financial year ended 31 December 2019 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 2019, 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 2019 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 2019 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 2019 were
approximately RMB4.55 million and RMBO0.57 million respectively.

For the year ended 31 December 2019 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 and taxation services. 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 2019 have been scrutinised by
the Audit Committee.
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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, 9th 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, 9th 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, 9th 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.

102  China Oriental Group Company Limited o # B 5 5 & E iR G R A 7

MRERFER (&)

PR R H b s AR A LA BERF IS B s I
EERUBE S ABREXERETEREE(F
BB RB23REE T LOEII2R10E)
FEER WHEABRRIME -

HEG - BRREFZZE

N EXCATal - ANEE R EERIBI0% LT
B R FEMETT o (Tl 5 A B K B Y BRR AN AZ - 2
BT RE AN E B R EMELEELTRFE -

LESN - B P BHE LM EERERZEEM
BB RBINEA B E MR S| A Z AP AR A
AIREEH MG ES - WA EHARRKLE
ES P EIEZ

BRRZBE

EERFARARAABRERFBRTBBEZER
Mo ARAIBR2012F3 A28 AR MR R A
AMBCR AR R AR« FERBERESE
BAAARZEMPNERMNER « ZBKRTE
RARBBIL - AABIE R ZERBHERZE
B MTBPBRERFR  BROEAR
RIZBFBERBLFTEREAS - BEEAX
BR O ARQRANERIBu B A
www.chinaorientalgroup.com * B A X 7] %
BERREEEHNEMUAREMER - Hh g
BEBARRIZMABEENERRBRERNSE
CEERTIBEZHRELR(WE) -

ARAERARER/ARAFRREERRZ MR
HXRBERZFE -EEREE EF (B
BUFRTES) EFZRZEGIRIKE
RAKENRREERE (WER)  AIRARF]
BRERAE L OIREMRRE -



Corporate Governance Report

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 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 2019
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 2019 AGM to
answer questions from the Shareholders.

The forthcoming AGM will be held on 5 June 2020.

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 perform 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 Limited
(“HKEX”) (“Listing Rules”) to demonstrate the Group’s
performance and practice for corporate social responsibility to all
the stakeholders from both environmental and social areas.

Reporting Scope

This report covers the period from 1 January 2019 to 31
December 2019. Some of the contents go beyond the above
period.

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 (“Jinxi Limited”), Hebei Jinxi Sheet Piling
Section Steel Technology Company Limited and Foshan Jin Xi Jin
Lan Cold Rolled Sheet Company Limited. In 2019, Jinxi Limited
merged its wholly-owned subsidiary Hebei Jinxi Iron and Steel
Group Special Steel Company Limited. The content and
disclosure of environmental and social key performance indicators
in this report below are mainly about its subsidiary, Jinxi Limited.

Compared with the ESG Report released in the 2018 Annual
Report, there is no significant adjustment to the scope for this
report.
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Environmental, Social and Governance Report

ABOUT THIS REPORT (continued)
Reporting Standard and Principles

This report has been prepared in accordance with the following
reporting principles:

> “Materiality”: The Group identifies key Environmental, Social
and Governance issues through stakeholder engagement
and materiality assessment which have been disclosed in
this report;

> “Quantitative”: Information on the standards, methodologies
and source of conversion factors used for the reporting of
emission and energy consumption has been disclosed in
this report;

> “Consistency”: The statistical methods and key performance
indicators are consistent with previous years.

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 factors of risk and opportunity into our business strategies
to guide our day-to-day business operations. The board of
directors of the Company (the “Board”) is the highest decision-
maker of Environmental, Social and Governance management in
the Group. The Board oversees the Group’s Environmental, Social
and Governance issues and takes full responsibility for the
Group’s Environmental, Social and Governance strategy and
reporting. The Board is responsible for formulating Environmental,
Social and Governance management policies and strategies,
including assessing, prioritising and managing important
Environmental, Social and Governance related issues and risks to
the Group’s business, regularly reviewing the Group’s
Environmental, Social and Governance performance, and
approving the annual ESG Report of the Group.
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ABOUT THIS REPORT (continued)
Environmental, Social and Governance (continued)

The management of the Group is responsible for arranging a
working group of Environmental, Social and Governance to carry
out related work in accordance with the policies and strategies
formulated by the Board, reporting the Environmental, Social and
Governance related risks and opportunities to the Board, and
providing the Board with the Group’s annual Environmental,
Social and Governance performance and the annual ESG Report
of the Group.

The Group has established a working group of Environmental,
Social and Governance (‘ESG working group”) to carry out the
management work of ESG (“ESG work”). The ESG working
group involves the persons-in-charge of departments, and
designated special staffs to carry out daily ESG work and prepare
annual ESG report. The ESG working group reports to the
management of the Group on the daily Environmental, Social and
Governance performance and the progress of annual ESG report.

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 its own
businesses.

Stakeholder Engagement

The Group’s major stakeholders include government,
shareholders, clients, employees, suppliers, environment,
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
FEEEA

Expectation

e
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Communication mechanism

AR

Government o Law and regulation compliance o Daily management and exchanges in meeting
B BT AEERNEERRN
o Paying tax legitimately J Supervision, inspection, and reporting
PR EE RERER
° Support local development o Policy consultation
SRR B
Shareholder o Sustainable development and returns to J General meetings of shareholders
BER shareholders REXE
AHERR R ERRE . Timely information disclosure
. Information disclosure and investors relations L ESRE
FEERBERREEHE . Investors relationship activities
s Corporate governance and risk control REEBRLD
EEERRARIES
Client J High-quality products J Contract signing and business dealings
&P BEEM ARFEITREBER
o Superior services J Product quality assurance
BERH% EREERE
. Technical innovation
B eIET
Employee o Salaries and benefits J Compensation system
BT TEREMN FrEee s
U Safe and healthy working environment . Employee training
T2 RERNTERE 8T
o Fair promotion and career development o Employee activities
opportunities BTEY
NEMBAMEERENRS e Performance appraisal management
BREZER
Supplier o Commitment fulfilment J Supplier inspection and evaluation
HEn EFEH HERZ E M
. Fair, open and righteous purchasing J Open tender
D RERRERRE UNGETE
o Win-win development J Communications and visits
HEER YN Eilia
Environment o Environmental compliance . Emissions management
BE RREH BRmER
. Promote environmental protection J Energy and water conservation measures
HBRIFRE EiRE BRI I
o Reduce resource consumption J Controlling noise
PR B R E#E hRE
o Mitigation of climate change J Industrial structure adjustment
B RIRZ (L EXEBRE
Community . Contribution to local development J Support local education
#HE REE M ERE X RFEMHE

Contribution to community harmony

R R AN
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ABOUT THIS REPORT (continued) BARARE (&)
Materiality Assessment BEEMFME

RIFECGRE - HERERRERES)  AEERE
BTRE HEREABEEUSTEE @B
HIRE e RERFEENE - S EME
B AKERTETATEESERN Wit
EARRE A8 RERARETHRTELOEE

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 material issues and thus would be given

priority in discloses and responses in this ESG Report. F[EFE o
Environment Employees Operation
B 8T B
Material issues o Exhaust emissions J Employment o Product quality
EERE FERBER ER EmEE
. Greenhouse gas emissions ~ ® Health and safety o Product innovation
BERBBHER EEEZS Em e
U Energy saving J Development and training Customer relations
EFKTREIR BREE EFAR
J Water saving o Supply chain management
ERATAK HERER
o Anti-corruption
REF
Relevant issues . Sewage discharge J Labour standards o Standard formulation and
HHEE FEIKHERS & T 8| revision
¢ Solid waste discharge EEHE
BEEMHER e Advertising and trademarks
*  Packaging materials BEMEE
BEME e Community investment

Environment and natural
resources

BRERABER

HEERE
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1 ENVIRONMENT

The Group strictly complies with relevant laws and regulations,
including but not limited to the “Environmental Protection Law of
the People’s Republic of China”, etc., formulated 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 adopts the environmental management policy
of “Energy saving, pollution prevention, and clean production;
compliance with laws and regulations, continuous improvement,
and contribution to the society”. The Group has devoted itself to
reduce emissions and resources consumption in production and
operation by actively developing circular economy and
implementing the national policies on energy conservation and
emissions reduction.

The Group has established an environmental management system
that meets the ISO 14001 standard, which has been certified by a
third party, reducing the impact on the environment.

In 2019, Jinxi Limited compiled the “Environmental Protection
Management Policy” and established the environmental
management goal of “98% functioning rate of environmental
protection equipment, 100% up-to-standard pollutant discharge,
zero serious and major environmental pollution accidents”. It
continuously implemented the environmental protection
responsibility system and further strengthened the environmental
management.

1.1 Emissions
1.1.1 Sewage discharges

Sewage generated by the Group consists of sewage from
production process and household sewage from factory areas.
Regarding the sewage, the Group complies with relevant laws
and regulations as well as standards, including but not limited to
the “Law of the People’s Republic of China on Prevention and
Control of Water Pollution”, the “Discharge Standard of Water
Pollutants for Iron and Steel Industry”, etc., and formulated
management policies such as the “Procedures for Prevention and
Control of Water Pollution” to ensure effective control and
management of sewage.
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1. ENVIRONMENT (continued)
1.1 Emissions (continued)
1.1.1 Sewage discharges (continued)

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 for the centralised treatment of sewage.

In 2019, to enhance the treatment capacity of industrial sewage,
Jinxi Limited invested RMB15 million to build a new sewage
treatment plant with daily treatment capacity of 10,000 tons. All
the post-treatment water which meets the standard is reused in
the production.

During the reporting period, the Group continued to carry out
comprehensive treatment and usage of sewage generated with
no external discharge of sewage.

1.1.2 Exhaust emissions

The exhaust emitted of the Group mainly includes particulate
matters, nitrogen oxides and sulphur dioxide generated from
production. The Group complies strictly with relevant laws and
regulations as well as relevant standards, including but not limited
to 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 Pelletising 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.
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1. ENVIRONMENT (continued)
1.1 Emissions (continued)
1.1.2 Exhaust emissions (continued)

In 2019, in order to implement relevant requirements, such as the
“2019 Government Work Report”, the “Opinions of the CPC
Central Committee and State Council on Comprehensive
Strengthening Ecological Environment Protection and Resolutely
Fighting against Pollution”, the “Notice of the State Council on
Printing and Distributing a Three-year Action Plan to Win the Blue
Sky Defense Battle”, etc., the Group actively promoted ultra-low
emissions in the steel industry and implemented a number of
emission reduction projects, including air quality testing, clean
transportation, and reduction of smoke and dust, to reduce
emissions of air pollutants and promote continuous improvement
of air quality.
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Topic: Desulfurisation, denitrification, dedusting and ultra-low emissions project of Jinxi Limited

HE  RAEEN RN ERERE S RER

In 2019, Jinxi Limited launched the desulfurisation, denitrification, dedusting

and ultra-low emissions project and deeply purified tail gas generated by i
several gas-fired boiler units. After the treatment, the tail gas achieved ultra-
low emission standard, with nitrogen oxides < 50mg/m?, sulphur dioxide <

35mg/m? and particulate matters < 5mg/mé.

FR20194F + 2 PH i &2 [ AR AR B T PR EE SR (X HE AR IE B+ 39 25 (ER SR SRy 1
MO RIRERETREFERE - CREE  BREREDBEERZE
—@{bFi<35mg/m? « FERLHI<5mg/me) °

(RE/E¥<50mg/m? «

During the reporting period, the exhaust emissions of the Group
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are disclosed as below: T

A1.1.2 Exhaust emissions &R JE M 2019 2018 2017
|

Particulate matters (tons) Fan ) (W8 ) 754 2,968 814

Nitrogen oxides (tons) Aety (Hg) 809 3,318 5,493

Sulphur dioxide (tons) Z& bR (HE) 1,007 3,876 2,613

Note: During the reporting period, the Group upgraded the environmental
protection equipment, and started the equipment upsizing project
of some blast furnaces and converters, which actively responded to
the government’s call for capacity replacement, so the exhaust
emissions were lower than those of previous years.
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1
1.1
1.1.3

ENVIRONMENT (continued)
Emissions (continued)

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.

The Group actively conducted energy conservation management
by recycling energy such as thermal energy and gas generated in

blast

furnace during production to reduce consumption of fuel

and purchased electricity, which resulted in effective reduction of
greenhouse gas emissions.

1 RIB (%)
1.1 BB (&)
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During the reporting period, the amount and the intensity of HAREEAR - NEEEEEREHERE R
greenhouse gas emissions of the Group are disclosed as below: WEERENT -
A1.1.3 Greenhouse gas emissions ;& & 8,82 ik 2019 2018 2017
|
Scope 1: Direct emissions (tCO.e) glE— HEER
(B —RCiEE 13,013,461 13,687,449 14,817,061
Scope 2: Indirect emissions of energy  #38E — : ERMEHEN
(tCO.e) (Wg— %m e E 1,984,492 1,538,136 1,363,847
Total emissions (tCO,e) ﬁ@?‘#ﬁﬁli( e — &b fix
BEE 14,997,953 15,225,585 16,180,909
Emission intensity (tCO.e/ton of steel)  BE 2 E (8 — &1L bk
B8 ME) 1.86 1.58 1.70
Notes: i
1 Greenhouse gas emissions are presented in terms of carbon 1 BEREBHEBUA—ESLREELY - WKE
dioxide equivalent and calculated in accordance with the BRERMBEEZ BEFEMH(P lfﬂfiﬁi?
“Guidelines for the Accounting and Reporting of Greenhouse Gas TEREREBHMZE T EERESIER)#E
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Emissions for Chinese Steel Producers” issued by the National
Development and Reform Commission.

During the reporting period, the total greenhouse gas emissions of
the Group were lower than those of previous years, but the
greenhouse gas emissions intensity increased because the steel
production output was lower than those of previous years.
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Environmental, Social and Governance Report

1 ENVIRONMENT (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 “National Catalogue of Hazardous Wastes”, etc., the
Group formulated internal policies such as the “Procedures for
Prevention and Control of Solid Waste Pollution” and the
“Management Measures of Waste Solids” and revised the
provisions on waste in the “Pollution Prevention Management
Policy”, the “Environmental Protection Management Policy”, etc.,
to perform proper management of non-hazardous and hazardous
waste. 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 areas,
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 processors to properly dispose them.
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1 ENVIRONMENT (continued)
1.1 Emissions (continued)

1.1.4 Solid waste discharge (continued)

During the reporting period, solid waste discharge in quantity and

1 RE#E)

1.1 BB (&)

1.1.4 BEEYHER(E)

RARERA - AEENEZRMHRE R

intensity of the Group are disclosed as below: ZEWENT :
A1.1.4 Solid waste discharge B ZE ¥ 2019 2018 2017
|

Hazardous wastes (tons) BEREEY () 439.92 179.81 9.82
Hazardous wastes emission intensity & ZEEWHENEZE

(tons/ton of steel) (Mg, WESH) 5.47*10° 1.867*10 1.029*10°
Non-hazardous wastes (tons) mERLE Y (HE) 2,777,121 3,122,608 3,453,554
Non-hazardous wastes emission EEEEYEREE

intensity (tons/ton of steel) (W8, WESH) 0.345 0.324 0.362
Notes: i
1 During the reporting period, the Group executed several production 1 RAREEAN - AEBMELZ XIRRBE ™

equipment maintenance during several

and to carry forward the capacity replacement project, some of our
blast furnaces, converters and auxiliary equipment were dismantled,

production limitation period,

which resulted in a great amount of hazardous waste.

2 During the reporting period, the Group’s total non-hazardous 2
wastes were lower than those of previous years, but the non-
hazardous wastes emission intensity increased because the steel

production output was lower than those of previous years.
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Environmental, Social and Governance Report

1 ENVIRONMENT (continued)
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”, etc.. 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”.

The Group establishes and implements an energy management
system that meets the GB/T 23331-2012 (idt ISO 50001: 2011)
“Energy Management System Requirements” and RB/T103-2013
“Energy Management System — Certification Requirements for
I[ron and Steel Industry”, and the system was certified by third
party. The Group has established an energy management and
control centre to manage the energy consumption of the entire
plant, which has effectively controlled and managed the energy
consumption.

In 2019, Jinxi Limited revised the “Energy Management Policy” to
further strengthen the energy and water management. The
Department of Environmental Protection and Energy is responsible
for the leadership, deployment, coordination, supervision,
inspection of energy conservation, and promoting the energy
conservation. The Department of Environmental Protection and
Energy formulates overall energy consumption indicators at the
beginning of each year and monthly adjusts some indicators
according to the production plan. It promotes energy and water
conservation in all departments through evaluating energy
consumption and intensifying the punishment for the waste of
energy and water.
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1 ENVIRONMENT (continued)
1.2 Use of Resources (continued)
1.2.1 Energy saving (continued)

In 2019, the Group continued to improve energy efficiency and
effectively reduce energy consumption by closely following
cutting-edge technologies for energy saving and consumption
reduction in iron and steel industry, optimising of production
equipment, and carrying out energy-saving transformation:

o Jinxi Limited has carried out a series of projects such as
waste heat recovery and utilisation, advanced technologies
for systematic energy saving optimisation, etc., including:

— Replacing air conditioning refrigeration by low-
pressure steam to provide cooling in summer and
heating in winter for plant operation rooms and
electricity distribution rooms;

—  Utilising waste heat of shaft cold kiln pellets, absorbing
the heat of high-temperature shaft furnace pellet
through waste heat boiler and producing superheated
steam for power generation or other technological
purposes. This measure could cool the high-
temperature pellet at the same time, replacing the
original cooling measure;

—  Energy-saving transformation of intensified thermal
radiation in steel-rolling heating furnace, installing
energy saving parts on the top and side walls to
enhance the transfer efficiency of radiant heat in the
furnace.

. 50MW electricity generation modules project of Jinxi Limited
adopts the country’s first ultra-high temperature and high-
voltage electricity generation modules. The overall design is
economical, energy-saving and environmentally friendly at
the leading position in the country, and has greatly improved
the level of comprehensive energy utilisation.
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Environmental, Social and Governance Report

1 ENVIRONMENT (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:

BB b a R

1 RE#E)
1.2 ERFERE)
1.21 HHNEER (&)

RARERR - AEBORRERRENRTE
WET

2019 2018 2017

Power Power Power

consumption consumption consumption

BERE 54 Bt

Consumption (GWh)  Consumption (GWh)  Consumption (GWh)

A1.2.1 Energy fER HEE GWh HEE GWh HREE GWh

Diesel % 1 14 4 52 5 62
10° tons TH 10° tons T 10° tons T15

Gasoline i 92 1 155 2 250 3
tons #f tons I tons 1

Cleaned coal i1 189 1,383 275 2,009 322 2,354
10° tons T 10° tons T 10° tons T

Anthracite BER 927 5,226 858 4,840 787 4,440
10° tons F 1 10% tons T 10% tons F 1A

Soft coal el 299 1,625 292 1,586 525 2,857
10° tons T 10° tons T HE 10% tons T8

Coke ER 3,516 21,781 3,758 29,693 3,968 31,351
10° tons T B 10% tons T3 10° tons T

Purchased electricity MNEEN 2,244 2,244 1,739 1,739 1,542 1,542
GWh GWh GWh

Total energy consumption BaEiEs 38,274,742 MWh 39,922,141 MWh 42,608,828 MWh

Energy consumption intensity ERTE 4.76 MWh/ 4.15 MWH/ 4.46 MWH/

ton of steel H # ton of steel K ton of steel 28

Notes:

1 Energy consumption is presented in MWh (kWh in 000’s), and the
conversion factors are from the “Guidelines for the Accounting and
Reporting of Greenhouse Gas Emissions for Chinese Steel
Producers” issued by the National Development and Reform
Commission.

2 During the reporting period, the Group’s total energy consumption
was lower than those of previous years, but the energy
consumption intensity increased because the steel production
volume was lower than those of previous years.
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1 ENVIRONMENT (continued)
1.2 Use of Resources (continued)
1.2.2 Water saving

In strict compliance with relevant 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 device to re-treat the concentrated brine after
reverse osmosis treatment at sewage treatment station, and then
imported the fresh water treated to water-consuming system or
other water-consuming units for reuse, significantly reducing the
consumption of fresh water. Jinxi Limited 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 departments, reduced
fresh water consumption per ton of steel.

In 2019, Jinxi Limited formulated the “Water Control Plan”.
Through water use improvement and the 3-level water usage, the
cascade utilisation of water was realised in each plant. The water
recycling efficiency was improved and fresh water consumption
was reduced.

During the reporting period, water consumption in total and
intensity of the Group are disclosed as below:

1 RIB (%)
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A1.2.2 Water 7k 2019 2018 2017
|
Total water consumption (tons) “@FRKE (HE) 16,362,239 19,539,413 18,937,789
Water consumption intensity BAKEE
(tons/ton of steel) (W8, WESH) 2.033 2.029 1.985
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1 ENVIRONMENT (continued) 1 RE@E
1.2 Use of Resources (continued) 1.2 ERFERE)
1.2.3 Packaging materials 1.2.3 BEME

The Group’s products mainly are steel products such as section AEEMEREZEAN - 0 - HL - 2
steel, strips, billet, rebar and sheet piling, etc., which use relatively — #U8H M IS HEBEER HEEREE
small amount of packaging materials during sales, primarily FHHBEMEE D FEALERNELEEER
includes packing strap used by Jinxi Limited to sell products. BEFTE AT B -

During the reporting period, the Group’s consumption of packing ARHEHR > NEBNBEMEFEHERHE

materials is disclosed as below: (I

A1.2.3 Packaging materials & 2% #1 ¥} 2019 2018 2017
|

Packing strap (tons) e %5 () 5,180 6,219 4,820

1.3 Environmental and natural resources 1.3 RERRKRER

With a strong sense of social responsibility, the Group adhered to =~ AEBAEANHE B TR EERFEH
green development all the way. With the goal of achieving /& = REZE [EERF « BER{L - FE
“production cleanliness, artistic architecture, factory gardening’, EM{E] BB R - AR ERERE(LREAE
the Group invested in enhancing environmental protection, energy % BN BEFEIR RAR(LIRIT ©

saving and noise control and environmental greening.
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1

ENVIRONMENT (continued)

1.3 Environmental and natural resources (continued)

1.3.1 Noise control

On top of the aforesaid generated emissions and resource
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”, etc., the
Group has taken various measures to strictly control ambient
noise level at the plant boundary. The specific measures include:

120

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.;

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

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;

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

To install noise barriers at the plant boundary to reduce the
impact of noise on the surrounding areas.
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Environmental, Social and Governance Report

1 ENVIRONMENT (continued)
1.3 Environmental and natural resources (continued)
1.3.2 Tree planting

The Group valued green development and widely launched works
on tree planting and afforestation, speeded up the implementation
of comprehensive management projects on environmental
improvement, so as to make the factory area a more beautiful,
plant-covered and pleasant place for production and living.

In 2019, the Group donated RMB5 million in tree planting in
Qianxi County.

In March 2019, the party committee of the Group arranged for the
employees and their family members to participate in the voluntary
tree planting activity named “FuErLin” organised by the Qianxi
County Women’s Federation and Qianxi County Women and
Children’s Service Association. In April 2019, the Group arranged
for more than 60 party members and league members of Jinxi
Limited to participate in the “Devoting to Ecological Construction,
Building a Beautiful Qianxi” 2019 spring voluntary tree planting
activity on the west bank of Beituo River in Nantuanting Village,
Santunying Town.
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2 SOCIAL
2.1 Employment

The Group strictly abides 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”, etc., 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 dismissal

The Group attracted talents under the principles of fairness and
objectiveness as well as employment on the basis of competitive
selections 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’s 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. The Group introduced the work injury insurance
and has been paying 1.5% of the employees’ wages to the Social
Insurance Bureau.
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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.

eration

ion post
\

Production
Management
AEEIEER

Operation
[l Ve S

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.
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2 SOCIAL (continued)
2.1 Employment (continued)
2.1.3 Position and promotion (continued)

The Group continued to improve the open competition
mechanism:

. In the event of any vacancy of engineers, the management
team of professional and technical talents organised open
competitions and supervised the whole process, according
to the “Administrative Measures for Professional and
Technical Talents” and other management system;

o In the event of any vacancy of cadres, the cadre
management team organised open competitions, according
to the “Administrative Measures for Cadres below Middle
Level” and other regulations. The ratio of participants was
not less than 3:1. In 2019, the Group amended the
“Administrative Measures for Cadres below Middle Level”,
which further specified evaluation criteria of open
competition and improved the competition mechanism.

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, the
Group would investigate the nature of the problem, and would
take disciplinary action to the person(s) with such discriminatory
behaviour.
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2  SOCIAL (continued) 2 HEw
2.1 Employment (continued) 21 EfEE)
2.1.6 Employee care 216 ETHE

By organising a series of recreational and sports activities to boost ~ ANEEMAL T — RI X EETFEEN K I HEE XL
the cultural development and enrich the spare time life of 3 RLEE T THEE @ LEMERA N E B
employees, the Group created harmonious atmosphere for the SR & UHIESE IR EEMEBZ - [
team to enhance satisfaction and sense of belonging of our B REEARRREME TIEHEP MY
employees. Meanwhile, the Group provided assistance and # ' #4£TFTE I HVERFE -

support to employees in straitened circumstances and gave them

necessary cares.

—

:ﬂnﬂﬁ&hillm* s ERkBAEERE

—F T i =
2019 Spring festival party — Strive for Transformation Recognition ceremony of “The stars of meritorious
and Gain More Glory heroine” and lecture on EQ for Women in the
[EREE BEEBE|2010FEHXERES workplace
(MR %2 2| RE B MBISIER
HEERE

Making a caring donation to employee’s family Speech competition with the theme of “Remain true to

I troubled with illness our original aspiration and keep our mission firmly in
HARBRNE TREETEOBR mind”

[RRAL RS ] EEERE
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2 SOCIAL (continued)
2.1 Employment (continued)
2.1.7 Employee situation

During the reporting period, total workforce of Jinxi Limited by
gender, employment type and age group is showed as below:

2 #"HEw

21 ERE#E)

21.7 BTHR

RAMRE A - R R MR - ERER A
FREASNEBHEBOTIRAT -

Total employees

A2.1.7 Employee situation & T 1% EEHAY
By gender RiER 8o

Male B 8,070
Female 4 340
By employment type REEBERE S

Full time o] 8,410
Part time R 0
By age group RERE D

Under 30 years old 30BRA T 1,484
30-50 years old 30-50 5% 5,831
Over 50 years old 505 £ 1,095

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.
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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 on
Hierarchical Control of Production Safety Risk and Hidden Danger
Investigation and Treatment”, the “Management System for
Emergency Plan of Safety Incidents”, the “Management System
for Education and Training on Safe Production”, the “Fire
Prevention Management Policy”, etc.. Through the dual prevention
work mechanism of risk control by classification and hidden
danger investigation and rectification, the risk control ability of safe
production is enhanced, and the prevention of hidden dangers is
strengthened. Meanwhile, subsidiaries of the Group proactively
enhanced standardisation of safe production, for instance, Jinxi
Limited has obtained a series of certificates for safe production
standardization, including metallurgical coal gas, ironmaking,
oxygen production, and sintering and pelletising, etc..

Based on the “Management System for Emergency Plan of Safety
Incidents” and other regulations, the Group has established a
number of plans for firefighting and emergency evacuation. Each
department organised drills regularly according to the plans and
constantly improved the plans based on the actual situation.
Besides, the Group regularly conducted fire protection publicity,
education and fire knowledge trainings to improve safety
awareness.

In 2019, each department of the Group proactively carried out
safety production work, including:

. Significant and major risks identification and adoption of
control measures;

o Hidden dangers investigation and rectification each month;

o Publicity and education on laws, regulations and knowledge
on risk control and hidden danger rectification in forms of
safety-themed column, WeChat platform, specialised

training, safety competition and publicity;

. Fire accident drills on a regular basis.
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2 SOCIAL (continued)
2.2 Health and safety (continued)

2.2.1 Safe production (continued)

Jinxi Limited organised the
emergency drill of major hazard
source and gas zone pressure
plugging in June 2019
R201946 A - EAMEEAR
ERRE KR FBEREZER

Jinxi Limited organised fire
knowledge training for the

=l

In the past three years, no work-related facility occurred in the
Group. During the reporting period, the number of lost days due
to work injury of the Group was 420 days.

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 through occupational hazard detection, occupational
health monitoring, training and promotion, distribution of personal
protective equipment, and setting up hazard warnings, etc..
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sub-contractor team of sintering
plant (Jinhai) in August 2019
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Jinxi Limited organised fire rescue
drill of oxygen plant in November
2019
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2 SOCIAL (continued)
2.2 Health and safety (continued)
2.2.2 Occupational health (continued)

In 2019, Jinxi Limited established the “2019 Prevention and
Implementation Plan for Occupational Diseases”, the “2019
Monitoring Plan for Occupational Health” and the “2019 Training
Plan for Occupational Hygiene”, which standardised occupational
health protection work in 2019, strengthened the supervision and
monitoring management of occupational health, and protected
employees’ health and related rights and interests.

During the 17th promotion week of the “Law of the People’s
Republic of China on Prevention and Control of Occupational
Diseases” in April 2019, Jinxi Limited arranged for the employees
to watch an education video on occupational health cautions with
the theme of “Healthy China with Occupational Health”. It
conducted the knowledge training of occupational health
protection, so as to instil the occupational disease prevention
knowledge in employees and improve their self-protection
awareness and ability.
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2 SOCIAL (continued)
2.3 Development and training

With focus on personal and professional development of
employee, the Group developed management systems such as
the “Administrative Measures for Employee Training” to carry out
employee 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
employee members.

The Group developed annual employee 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 employee through various training forms such as
centralised training, on-the-job training, on-site teaching, case-
studies, daily question, anti-accident drill, “master-apprentice
mentoring”, “one helps one” and training via WeChat platform,
etc..
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2 SOCIAL (continued)
2.3 Development and training (continued)

In 2019, following the “Lean Management Year” activity, the
Group formulated the “2019 Training Plan for Cadres and
Employees”. It combined “Menu” training with “Targeted” training
internally and externally, and implemented diversified trainings in
lean management, skill quality improvement, injury prevention,
etc. to reserve talents for the Group’s industrial upgrading.
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In February 2019, training of a special topic on
“Solutions and Analysis Tools for 5W2H”
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2.4 Labour standards

The Group abided by the relevant 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”, “Regulations on
Prohibition of Recruitment of Child Labour”, which prohibited the
recruitment of child labour and forced labour. The “Administration
Regulations on Standardising Labour Employment System
(Revised)” of Jinxi Limited stipulated that, newly recruited
employees must be at least 18 years old, seasonal workers for
common jobs must be at least 18 years old, and seasonal
workers for technical jobs must be at least 22 years old.

During the reporting period, the Group employed no child labour
or forced labour.

In May 2019, senior executive training seminar with
over 50 senior and middle-level cadres
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3 OPERATION
3.1 Suppler 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”, and internal workflow documents
such as “Regulations on Standardising Procurement Processes
Standards” and “Regulations on Materials Management”. The
Group revised “Management Measures on Bidding and
Tendering” in 2019 to strictly control internal procurement
processes, enhanced its management abilities and improved its
level of integrity continuously.

Supplier Management System £ EE EE R4

3 #%E
31 HEHEESE

AEEDTEEBE TN - MARNERR - Alx
BREOEERAE YAREREEAEEE
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20195 25T TR EEIOR) - BAgIE
BB - TEHRTT BB FZE
H(EF e

Supplier Management Policy
HIEREEIBECR

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.

REESHEFEAGYE  HHERETTEHIELEFHERNSE

FIRER - ERHENREHEE RERLZ2ERIE -

Administrative Measures for
Procedures of Online Tender
W RN ERER

Standardise online procurement and bidding activities in line with the
principles of publicity, faimess, equality, integrity and honesty.
RREE - AF  FF - #E - AENRE - AEREBRBREEG

sTHE -

Administrative Measures for Registration
System of Suppliers on Blacklist
HEMERLRBEERLRAGNEIREE

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

HEEHEREENRES  UREROHTHENHER -

Integrity Agreement

Sign contracts and integrity agreements with suppliers, which prohibit

HSHE dishonest behavior of the suppliers in their transactions with the Group.
HEENRIAREBERDE  EEBEERLHEREEARENR
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3 OPERATION (continued)
3.2 Product quality

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 and
upgrades, and product mix adjustment while continuously
committing to technology innovation and high quality
development, so as to meet the needs of markets and clients.
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3

OPERATION (continued) 3 =EE#®

3.2 Product quality (continued) 32 EmEBEE(#)

In 2019, the Group won a series of honours and recognitions for A 2019%F * AEBES HEMIRE - AT E8
the high-quality services, reliable products and leading innovation — Z fFISE LRI RIFTRE N ER T — RFSEE R

capabilities, including: EIRE k=

@ AAAA Enterprises with Good Standardising Practice in Hebei Province
ML EREC RIFITRAARBE

@ 2019 National Quality, Service and Credibility Assured Enterprise
2019 2 mE - R - FEERUARENL

@ A Grade Super Competitive Enterprise
ABERFNFRME

@ The first batch of industrial model enterprises of “Variety Increase, Quality Improvement and Brand Creation”
in Tangshan City
BLUTEHIX=0] R#EtE

@ 2019 Customer Satisfaction Enterprise of Quality and Service in Iron and Steel Industry
2019FHETT R MmERBEREMBLE

@ The Quality Inspection Centre certificated with the “National Laboratories”

134

Bk 0mb [ERERE ] &A

The Science & Technology Centre rated as “Technology Centre at Provincial Level”

R OREE A [ B RSO )

The title of 2019 Enterprise Standard Forerunner of Hebei Province based on the Enterprise Standard Q/
HJGT 06-2018 “Hot-rolled Steel Sheet Pile”
B Q/HJIGT 06-2018K 2 e fii i ) 10 AR A 2019 FZ A db & (D RIFAE [RIE | T85%

The First Quality and Reputation Brand in China H-section Steel Market
PEHAMREEEE — @

Customer Satisfied and Preferred Brand in China H-section Steel Market
FEHAMT SR ME g ERE

Nationwide Customer Satisfied Product

ERFmEEM
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3 OPERATION (continued)
3.2 Product quality (continued)

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, improve product quality and capability of value
creation. The Group firmly complied with relevant laws and
regulations such as the “Product Quality Law of the People’s
Republic of China”. The Group’s subsidiaries have set up quality
management system meeting requirements of 1ISO 9001:2008
and measurement management system meeting requirements of
ISO 10022:20083 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 has been
widely recognised internationally.

In 2019, Jinxi Limited actively followed the relevant requirements
of ISO 9001 Quality Management System. It completed the review
of certificate renewal for quality management system and the
review of BSI Management Systems, and participated in and
organised the annual supervision review of over 50 specifications
of rebar products according to different national standards in
South Korea, Japan, Singapore, Philippines, Indonesia and
Thailand, etc..

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.
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3 OPERATION (continued) 3 BEW®

3.2 Product quality (continued) 32 EmEBEE#H)

Quality control for production processes

e

& To
approaching set value, and

BEIFEEES
|

ensure  sintering  ore

keep stable moisture of

mixture;
REBGEBAAS BN REE
RIS RARIKS BT

& To enhance quality tracking of

fuel and flux, and intensify
particle size to ensure stability
of components and production;
HN58 $TPREIFIIA B E 2 60 R BR
K EEsRIE IR DR &
ERIRRE :

&p To evaluate on an irregular

basis, stability of dispensing
equipment, granulation effect of
granulator and operating condi-
tion of ventilation system, as
well as air leakage of sintering
machine, condition of single-roll
breaker and circular cooler;

T BiHER R R E 1t -
BURI BRI R - 1 R AT

y

y

v

g process

TR T 7

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

INeR =B EREA B AR A - R
DIERRE

To focus on sintering ore quality,
coke feeding management and
changes of pulverised coal
composition, to remove adverse
factors affecting the blast
furnace;
FIGAEBEEE SR EHE
B REHILLEE  LUBER
FERBETFEER:

To focus on on-site inspection
before of blast furnace and
usage of equipment, correct-
ness of reports, water spraying
of furnace feed and quality of
molten iron;
BHRESEEATRIS K RE
B - BERIRREVEREME A

v

p

L

p

processes

WIF

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;
FRER T - EEAE AR 2 )5
G AR - RS RIER
SIEEKNEE

To check exterior dimensions
and surface quality of billet, and
conduct various performance
tests;
BREMEINERTNEREE S
ETTRIE MRS

To inspect the rolled finished
strip according to the
“Operation Procedures for
Inspection of Strip”;

RR FilmBRIRERE)
BREl RUSTAKE) A -

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

BITARBA N A IRE B8R BRFTRFISKE 8
IR AR SRR @ To strengthen the process

&p To stabilise parameters before investigation. Steel”.
furnace with reference to (b TE S o
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operation procedures.
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3 OPERATION (continued)
3.2 Product quality (continued)

In 2019, Jinxi Limited revised “Management Measures on
Objections about Product Quality” and the “Appraisal and
Administration Regulations on Process Quality” and other policies.
In line with the concept of “The requirement of the next process is
the standard of the previous one” in the production process, it
focused on process supervision and joint spot check. Through
supervision and spot check, process verification and production
inspection, etc., it completed detection and tracking more than
1,700 times for quality control points of each key process,
improved 13 quality control methods including internal product
inspection and process sampling, process sampling and
laboratory analysis, etc..

3.3 Product innovation, and standards formulation
and revision

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

In 2019, the Group established the “New Product Development
Control Procedures”, the “Management Measures of Scientific
Research and Technological Breakthrough Projects”, the
“Incentive System for New Product Development”, the “Incentive
System for Research and Technology Breakthrough Projects” and
other policies, to standardise the management of new product
development process, continuously improve technological
innovation capabilities, and enhance the core competitiveness. In
2019, the Group’s “850 hot-rolled strip AWC and automatic
upgrade” and “Reduction in the scrap rate of steel sheet piling
performance” won the Excellence Award and the Second Award
of Metallurgical System in Hebei Province in 2019 respectively.

The Group also actively promoted green product innovation, and
has strategic cooperation with a number of companies and
institutions to jointly develop environmental friendly, green steel
products with low production costs. In 2019, the Group’s hot-
rolled H-section steel and hot-rolled steel sheet piling were
awarded as “Recommended Energy Saving Products for Green
Building”, with their excellent product quality, wide application
fields, and energy-saving features, etc. in constructions.
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3 OPERATION (continued) 3 BEW®

3.3 Product innovation, and standards formulation 3.3 EREIFHEEELNE (&)
and revision (continued)
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The Group highly valued the standardisation of work, regarded AEESEEHEEN T 1E - RIELE SR
standards as a key to improve enterprise’s core competitiveness, i/ EEF QISR - B ) HEE R S AZ R
spared no effort in taking forward the standard research and 2% - FBRZRBEBER (175) Kt FIEER | ZE
development of section steel and actively participated in the 3] - H{E2019%F » AEF R LR EIW LD F
formulation and revision of national (industrial) and local standards. BB (173 ) 122 K it {2 (&£ 3780% 18 -
As of 2019, the Group has participated and led in drafting more {FAEENEREESHBEHNRINEZEEEEY
than 80 national (industrial) and local standards, by which the  # o

Group’s products were supported by relevant technical

standards.
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3 OPERATION (continued)
3.4 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 order to constantly optimise customer experience, the Group
deepened “All-day customer experience detection mechanism?”. It
upgrades the original “Five in One” customer service system to
comprehensively collect customers’ needs by using big data
which could cover all critical control points of customer services,
investigate customer needs and upgrade service level. The Group
clarified marketing and service directions through comprehensive
evaluation, provided customers with personalised and closed-
loop products and services in pre-sale, mid-sale, and post-sale.

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, guaranteeing the private information of customers
confidential.

3.5 Advertising and trademark management

In compliance with the “Trademark Law of the People’s Republic
of China” and its detailed ordinance, the Group established
standardised trademark management system and designated the
office as the responsible department for trademark management
to effectively manage trademarks, to ensure proper use of
trademarks and protect exclusive rights of trademark.

The Group strictly complied with relevant 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 “Administration Regulations on
Advertising Management System Design”. All the released
advertisements were complied with the requirements of the
relevant laws and regulations, and internal system.
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3 OPERATION (continued)
3.6 Anti-corruption

While strictly following the laws and regulations, such as the
“Company Law of the People’s Republic of China”, the “Bidding
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”, etc., 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 2019, the Group revised the “Administrative Measures on
Further Improvement of Accountability Work” to strengthen the
oversight of employee selection, elimination and training. It
organised the evaluation of integrity and self-discipline for senior
executives and middle-level cadres and above every six months.
In August, the Audit & Supervision Department launched a special
investigation into the procurement and consumption of resistant
materials to further standardise the management.

On 17 May 2019, the Group invited prosecutors of Qianxi
Procuratorate to provide trainings to all employees of audit and
supervision system, cadres at all levels of the Group, and business
personnel at some key positions on the common types of duty crimes
committed by private enterprise employees and prevention laws, and

strengthened the legal threshold awareness of employees.
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3 OPERATION (continued)
3.7 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
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up by it. In 2019, the Group donated RMBO0.2 million to Beijing &7t °

Excellent Entrepreneurs Growth Research Foundation.

“Rewtallse Education and Benefit Hometown
Teachers’ Day visits

TREHE &R

Environmental clean-up volunteer activities of
“Jinxi in Action of Creating a Civilised City”

[BIEEXCERY RAAETE ] RFFESHEREED S HEEFDED

Fight together! On Janu 020, the Group donate
RMB10 million, through Red Cross, to the command centre
for prevention and control of novel coronavirus disease in
Qianxi County, Tangshan City, Hebei Province for the
prevention and control of epidemic. Entrusted by Mr. Han
Jingyuan, chairman of the Board, Mr. Han Li, executive
director and CFO of the Company and chairman of Jinxi
Limited, delivered a speech. Mr. Yu Lifeng, secretary of the
party committee and general manager of Jinxi Limited,
donated a cheque to Mr. Wang Jinshan, deputy party
secretary and county chief of Qianxi County.
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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 2019.

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 2019, 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 2019 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 2019 and its consolidated balance sheet as
at that date are set out in the financial statements on pages 169
to 172. The balance sheet of the Company as at 31 December
2019 is set out in Note 46 to the consolidated the financial
statements.

At a Board meeting held on 31 March 2020, The Board proposed
a final dividend of HK$335.0 million (approximately RMB306.1
million), representing HK$0.09 per ordinary share in respect of the
year ended 31 December 2019 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 June 2020. The
final dividend, payable on or around Wednesday, 15 July 2020 is
subject to approval of the shareholders of the Company at the
forthcoming AGM to be held on Friday, 5 June 2020.

142  China Oriental Group Company Limited o # B 5 5 & E iR R A 7

EERENRZEFHRLRAKERE2019F
12 431 B L FENERZAHFIBREK -

RRR ZEMALM EH

AATR2003F 11 A3HBRIE R HIZE 19814
ARRFEBREFMA L AEREERETA
7] e 20043 A2H « AR RIMIRRD ([ 43 )
FEBS R FTER £ o

FEEK

HZE2019F 12 A1 BILFE » ARBINTE
¥BAREERRIMEERLRBEEAES -
SEMEEEKHRE LIHEHBESR -
ERMEEAZEFANREHEZRER

o EPE R

HZE2019F 12831 BILEE - REAWMSH
HEBERELEERALYOWRETRRE  BE
DRERENHEMEBERMNEHERER I
HRA P IEREMTES ©

FERKRE

AEBHZE2019F12 A31 HIEFENAHHIE
BREERZANAHEEABRHENE169
EEIT2ENPHME o AR AIR2019F 12
AS1EMEEABRINA I HHE M
FT46 °

MR2020F 3 A ARITHESREHL ot
BREBE2019F12A31BILEE EERE
HAE2020F 6 A19H (EHE) I ARE &
REFAHIN AR RE M £ 2 AR R BREIR
BRER B 3.35 BB T (W AR 3.0611ET)
(BN E3@AL0.09/87T) » RHAME B AR
2020F 6 A5 H (EHA) BITEEMNAREZ
AT FERERERFAER - Wi
MR2020F 7 A15 B (28 =) kA&t -



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
development.

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 regulations 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 72 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 158 to 159 of the Directors’ Report of this
annual report.

CLOSURE OF REGISTER OF MEMBERS
(a)

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

The register of members of the Company will be closed
from Tuesday, 2 June 2020 to Friday, 5 June 2020 (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 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on Monday, 1 June
2020.
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CLOSURE OF REGISTER OF MEMBERS (continued)

(b) For determining the entitlement to the final
dividend

The register of members of the Company will be closed
from Wednesday, 17 June 2020 to Friday, 19 June 2020
(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. The record date for the proposed final
dividend shall be Friday, 19 June 2020. In order to qualify
for the proposed final 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 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, 16 June
2020.

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 328.

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 9 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 2019, the Company’s retained earnings
amounted to RMB469 million (2018: RMB224 million) and the
Company has total distributable reserves amounted to RMB458
million (2018: RMB220 million). The Company will utilise the
subsidiaries’ retained earnings to distribute the proposed final
dividend (subject to the approval of the shareholders at the
forthcoming AGM).

At 31 December 2019, the Group’s retained earnings amounted
to RMB13,978 million (2018: RMB12,021 million).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the 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 2019 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
Mr. Sanjay Sharma
(appointed on 30 September 2019)

Non-executive Director

Mr. Ondra Otradovec

Independent Non-executive Directors

Mr. Wong Man Chung, Francis

Mr. Wang Tianyi

Mr. Wang Bing

Dr. Tse Cho Che, Edward
(appointed on 7 November 2019)

In accordance to article 87 of the Bye-laws and the code provision
A.4.2 of the CG Code, Mr. Shen Xiaoling, Mr. Wong Man Chung,
Francis and Mr. Wang Bing will retire from office by rotation and,
being eligible, will offer themselves for re-election at the
forthcoming AGM.

In accordance to article 86(2) of the Bye-laws, Mr. Sanjay Sharma
and Dr. Tse Cho Che, Edward being eligible, will offer themselves for
re-election at the forthcoming annual general meeting.

The respective existing Directors’ fees of Mr. Shen Xiaoling, Mr.
Sanjay Sharma, Mr. Wang Bing and Dr. Tse Cho Che, Edward for
service contracts are HK$400,000 each per annum and the existing
Director’s fee of Mr. Wong Man Chung, Francis for service contract
is HK$800,000 per annum. 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. Shen
Xiaoling is the director and minority shareholder of Wellbeing
Holdings Limited, the controlling shareholder of the Company, and
Mr. Sanjay Sharma is the vice president of ArcelorMittal (a
substantial shareholder of the Company) and serves ArcelorMittal
as chief executive officer for China and India, Mr. Wong Man
Chung, Francis, Mr. Wang Bing and Dr. Tse Cho Che, Edward do
not have any relationships with any directors, senior management
or substantial or controlling shareholders of the Company.
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The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the Independent Non-executive Directors are
independent.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as 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 73 to 79 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.
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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 2019 and as at 31 December 2019
were as follows:

Mr. Han Jingyuan, Chairman and Chief Executive Officer of the
Company, is a sole director and sole beneficial shareholder of
King Mark International Limited (“King Mark”) from 1 January
2019 to 31 December 2019 and Avatar Integrated Systems, Inc.
(“Avatar”) from 1 January 2019 to 17 June 2019 (Avatar is a
wholly owned subsidiary of King Mark). Avatar 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 Dongfang Jingyuan Electron Limited, the
Group’s subsidiary. The shares of Avatar was voluntary cancelled
by King Mark on 18 June 2019 and there are no more business is
likely to compete with the Group in King Mark.

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 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.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2019, the interest and short positions of the
Directors, chief executives and their associates of the Company in
the shares, underlying shares or debentures of the Company or
any of its associated corporation (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFO”)) which (i) were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to
have under such provisions of the SFO); or (ii) were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (iii) were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code
as set out in Appendix 10 of the Listing Rules and adopted by the
Company were as follows:

Interest in the Shares and underlying Shares of the
Company:

Interests in Shares

R
Corporate Personal
Interest Interest
ARER AR

Mr. Han Jingyuan (Note 1)
BHUR LA (1) 1,352,488,849 -
Mr. Zhu Jun

REXAE - 10,200,000

Mr. Shen Xiaoling

HER LA - 10,200,000

Mr. Zhu Hao
ERE - -

Mr. Han Li

BhRE - 5,400,000

Mr. Sanjay Sharma
Sanjay Sharma %t 4 - -
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (continued)

Interest in the Shares and underlying Shares of the
Company: (continued)

Interests in Shares

RS
Corporate Personal
Interest Interest
ARREH BAARE

Mr. Ondra Otradovec
Ondra Otradovec %4 -

Mr. Wong Man Chung, Francis
BEXFRE -

Mr. Wang Tianyi
FRERE -

Mr. Wang Bing
FikEAE -

Dr. Tse Cho Che, Edward
HAEE L -

Note:

1. At 31 December 2019, Mr. Han Jingyuan (“Mr. Han”) 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 1,265,535,124 Shares, representing
approximately 34.00% of the issued share capital of the Company.
Mr. Han also beneficially owned 100% of the issued share capital of
Chingford Holdings Limited which beneficially owned 86,953,725
Shares, representing approximately 2.34% 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 2019, 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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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 Option
Schemes. The Board is empowered with the authority to
determine granting of an option on a case by case basis taking
into account of the relevant factors as the Board in its sole
discretion considers appropriate.

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

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.
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EQUITY-SETTLED SHARE OPTION SCHEME

(continued)

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 2019, there was no share option outstanding
under the Share Option Schemes.

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 2019. 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. During the year ended 31 December
2019, no option was granted, exercised, cancelled or lapsed
under the 2010 Share Option Scheme.

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
approximately 3.94% of the issued share capital of the Company
as at 31 December 2019. 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. During the year ended 31 December
2019, no option was granted, exercised, cancelled or lapsed
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.
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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 44 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.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2019, 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:

EERBROIEZWVER

B EXCPTIRERSN - M REMESRE - BLEE
EFAWMFEZTANEBIAM T\ TLE
EA B BB E AR B S EMEMAEAERERD
kB ME SR - SHATE TR FER
MARBHEEEAER AR - FRMERE R
MBARBIE LEMNLY  BEARFE
£ RESANEBICKRHT\ENFRAE
EREMEAEEBEAZSTER -

EXREN

BR £ SCPT R ER SN S 10 & OF B 75 Sk BT 5T 44 P
BENRZ S ERRREEEMHERRR
FRAB|EARRBHEMB AR ZLEMER

BHY -

FTERRK

R2019F12 A31 B @ REBEAQRIZBESEN
BRE R 336 I6FTTF B M IR R 2 Fac ik -
FEZALT (RRAREETHEZITHRAERIN R
& RABRER O B MR SOAR N T ¢

Percentage of
the Company’s

Capacity and Number of issued share Long/Short
Name nature of interest Shares held capital position
LARATE
Z8 SO RERMEE FEROHE BITRAEILE 83}
ArcelorMittal (Note 1) Beneficial interest and 1,377,491,891 37.00% Long (4F)
(f#7x1) interest of controlled
corporation
BEamtEm &
TS EE RS
ArcelorMittal Holdings AG Beneficial interest 867,711,151 23.31% Long (%F)
(“AM Holdings AG”) EnfEn
([AM Holdings AG )
Wellbeing Holdings Beneficial interest 1,265,535,124 34.00% Long (%F)

e A JHde N/
EmiEmn
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SUBSTANTIAL SHAREHOLDERS (continued)

Note:

(1) At 31 December 2019, Mr. Lakshmi Niwas Mittal and Mrs. Usha
Mittal beneficially owned 37.41% 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 held the entire equity interest in
AM Holdings AG, ArcelorMittal was deemed to be interested in
867,711,151 Shares held by AM Holdings AG under Part XV of the
SFO, and therefore owned 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 2019, no person,
other than a director or chief executive of the Company, had
interests or short positions in the Shares and underlying Shares
as recorded in the register required to be kept by the Company
under Section 336 of the SFO.

RELATED PARTY TRANSACTIONS

Details of the related party transactions were set out in Note 44 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 44 to the consolidated financial
statements of the Company where applicable.
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CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

(continued)
Continuing connected transactions

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 RMB150 million, RMB150 million
and RMB150 million respectively. The total amount of the
aforesaid transaction for the year ended 31 December 2019 was
approximately RMB61.9 million (excluding VAT) (Note 44(b)).

On 24 January 2020, the Company entered into a renewal
framework agreement with Oriental Sheet Piling for a further term
of three years commencing from 1 January 2020 and expiring on
31 December 2022. The annual cap for the continuing connected
transactions contemplated under the renewal framework
agreement for each of the three years ending 31 December 2020,
2021 and 2022 will not exceed RMB450 million, RMB450 million
and RMB450 million respectively.

On 6 January 2017, Jinxi Limited entered into a renewal
framework agreement with Qianxi Jin Zhao Lai Iron Ore Mine (“din
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 RMB30
million, RMB30 million and RMB30 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 2019 was nil. Following the expiry of the framework
agreement on 31 December 2019, 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% (calculated with aggregation of renewal
framework agreement of Baojun Mining) and the transaction was
a connected transaction only because it involved connected
person(s) at the subsidiary level.

156  China Oriental Group Company Limited e F1 B85 7 &= @R AR A A

HEXZREEBERS (@)

FEEERS

R2017%F1 A6H * A A 7] B Oriental Sheet
Piling Sdn. Bhd. ([ Oriental Sheet Piling|) -
KA T EBZRRF ArcelorMittal BB A 7)) B2
AAR/HEMBRARIE—MMHEER
Oriental Sheet Piling &=k KBt B 1A 785 & 31
BEMBIN —HETIERRZ - 1201761
A1HBAE2019F12 A1 BEM - A=
F o BIERGZ MEETHRERERZE
ZE20174 ~ 20184F M 201912 A31H It =
FHERE RSB ATBBARE150ET
AREE150B TR ARBA150E L Ll
SHREZE2019F 12 A31 B L FEMAZE (T
SHRER)HAAREES,1008 T(KiiE44(b)) °

20201 A24H + A 7 # Oriental Sheet
Piling 2 51 32 — D BT HEZR 13 3% + F1 2020 5 1
A1BERBE2022F12 A1 BEM - #£—#
BHI=F o BETIER W THEEITHIFERE
T 5 E E 20204 ~ 2021 F K 2022 % 12 A 31
RIE=F0FELERDRIATERAARE450
Bt - AR 4501ETTRARK 4501TT ©

R2017F1 A6 H @ EAMEEBAZSILK
FEER (&) A MmE K HEMEA
RBESKEE  SEHBARBEE N NIEHE
EMBRIN—HERERW:E - B2017F 18
1BFBE2019F 12831 BER * AH=F -
B EEBS THRETHFEHERSES
20174 ~ 20184 & 2019512 A31 H IE =4
HEE FRDRIATBBARE3000ETT
ARME3,000&8 TR AR30008 7T &k
RIBERBRA L 2EHA  BIROzLA
RESXENETMREEREBNAREZ
WEABEATRAREARESLENTS
(AREEBEEARRAETHERR ZE
F)o P FREE2019F12 A31 B IEF
ERM@EEAT - EIERBHZN 20194 12 A 31
AEEAE -  ARERIIERE B EAE Y
LEEHER 1% (B HTEEERE 2 BRTIE
R BABRS ZIIAB—BBERS
MEERAESEHBATEBNEEAL At
ZETERpEE2ERER ETRAIE 14A
ZEHRE °



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 RMB30 million, RMB30 million and RMB30
million respectively. The total amount of the aforesaid transaction
incurred by Jinxi Limited and its subsidiaries for the year ended 31
December 2019 was nil. Following the expiry of the framework
agreement on 31 December 2019, 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% (calculated with aggregation of renewal
framework agreement of Jin Zhao Lai) and the transaction was a
connected transaction only because it involved connected
person(s) at the subsidiary level.

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.
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CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

(continued)
Continuing connected transactions (continued)

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 156 to
158 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
emissions 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 104 to 141 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 sound 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 Group 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 2019.

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, 31 March 2020

* For identification purposes only
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Independent Auditor’s Report

.
pwec

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 169 to 327, which comprise:

o the consolidated balance sheet as at 31 December 2019;

o the consolidated statement of profit or loss for the year then
ended;

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

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

o 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.

" PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
Tel: +852 2289 8888  Fax: +852 2810 9888, www.pwchk.com
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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 2019, 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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Independent Auditor’s Report (Continued)

Key Audit Matter
BREEE

Impairment of loans and other receivables

FER B 5 R B At FE W ARk 2 R 1E

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 2019, the Group had loans and
other receivables of approximately RMB1,259 million
and RMB428 million. A provision of approximately
RMB45 million and RMB199 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
RANESTNAREE@BRETEE

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:

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

. checked settlements of these receivables after
the reporting date;

. 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
BERESBE

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

o 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.

Based on the procedures performed, we found
management’s assessment and judgments of the
impairment of loans and other receivables to be supported
by the evidence we gathered.

o FEEEEEAMAEENZBREERIEN
BEt &

s ENEEEEHEMERERNE-
o BERFEANBUREREEMEYIERTE

o HMREBERRFUFEEEBHEHSERNG
B WEBELERSENREN - AU
MEEMEMFHAEEER  BEBEX
ASBEBANEERTSHIREFRE - AR
REEEMEAET -

REBCHTHIREF  HAIRBRETEEHERLEMEYK
IR BUER) RGN H T RE SR FIPTRENE BT -

164  China Oriental Group Company Limited ¢ F BI 5 75 & ElIEAZ B IR A A



Independent Auditor’s Report (Continued)

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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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:

o 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.
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Independent Auditor’s Report (Continued)

o 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.

. 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.

3 37 A Bl e o (46)

s HEERAKEKLLSHERMNRBEN
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HEROFEEZHEXBABENEXN
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BREENELEARE - WREMR
REESATEEN  MBELBEERH
A& iR M E T B A B IRE
TRRBERE ABEEEENERET
rABRMEEERFERERR - I
Fim#Em 2 RIFZEE RS B LS
BEETRE - A - RRFBELIBFRA

BEEHESETRFELE -

o EAHMBHRERNERIHmA &
BMAR - BIEHE  UREHITBER
ReEREINP AR RMAERZSMNE
I8 o

s HEREABEEBAERBEHNUHKES
EEGrE @EMNESRE  UEHA
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Independent Auditor’s Report (Continued)

33 37 o B ey (4

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, 31 March 2020
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ASSETS

Non-current assets
Leasehold land and land use rights
Property, plant and equipment
Right-of-use assets
Investment properties
Intangible assets
Investment in associates and a joint venture
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 other
comprehensive income

Financial assets at fair value through
profit or loss

Restricted bank balances

Cash and cash equivalents

Structured bank deposits

Total assets
EQUITY

Consolidated Balance Sheet
aEEfalEE

(Allamounts in RMB thousands unless otherwise stated) As at 31 December 2019
(BR=BERI  MAESRGAARE T TREM) MN2019F12A31H

As at 31 December

Equity attributable to owners of the Company BBRALN SRR EEHENES

Share capital
Share premium
Other reserves
Retained earnings

Non-controlling interests

Note R12A31H
FirsE 2019 2018
| [/ /| | |
BE
FRBEE
HELH R TR 6 - 181,499
Mm% - BEREE 7 9,586,054 7,569,747
FREEE 8 278,442 =
REME 9 125,667 187,184
BREE 10 1,039,546 129,647
REENFR—RAECEIRE 12 136,072 121,858
BARBEFEREZEHFA
HiviraWm SBEE 16 720,468 487,376
BORAEBEFEAEEHHA
BakemEE 17 211,620 243120
BIFE « e RE A ERERR 20 1,812,460 729,364
U ER 21 200,000 720,000
BILEREHEE 31 278,338 270,989
14,389,167 10,630,784
RBEE
BRPRBENENE 15 116,639 168,790
ZE3 = 18 4,093,435 3,107,511
U E SRR 19 1,201,005 661,951
BAFE - ke REMEKEER 20 1,616,370 1,439,935
B Uk BBt 7 TR 44(0) 127,544 185,906
B EBAER 36,864 29,176
RRER 21 1,014,000 40,328
EUNEE — RITELES 22 1,517,684 1,364,128
fTHEEBMTIA 2,513 2,157
BRARBETEREZEHFA
HiviralWam SBEE 16 30,637 =
BARBEFEREZFHFA
BRA/oREE 17 3,347,778 6,567,243
RRHIRITES 23 1,082,560 527,542
Re KREEEY 23 4,630,945 2,845,229
HEEMRITER 24 2,200,100 2,037,900
21,018,074 18,977,796
BEE 35,407,241 29,608,580
i
e 25 380,628 380,628
B33 B 25 3,532,234 3,532,234
HitFkl 26 1,610,422 1,473,735
Bl 13,978,397 12,020,989
19,501,681 17,407,586
FEH M ER 321,814 273,962
BRas 19,823,495 17,681,548

Total equity

Annual Report 2019 « —Z— A 169



Consolidated Balance Sheet (Continued)
o PFE AR (3

(Allamounts in RMB thousands unless otherwise stated) As at 31 December 2019
(REEEBPIN FAESHEANARETTREM) M2019F12HA31H

As at 31 December

Note R12831H
firzx 2019 2018
| | /| | |
LIABILITIES af
Non-current liabilities ek h=0
Borrowings 5N 29 1,318,699 162,000
Lease liabilities MEEE 8 90,661 =
Deferred revenue B 30 162,265 120,136
Deferred income tax liabilities EEFTEHAR 31 32,147 21,283
1,603,772 303,419
Current liabilities wEBaE
Trade payables ENEHERER 27 5,048,774 4,157,453
Accruals and other current liabilities BREAREMREEE 28 2,394,627 2,087,437
Contract liabilities ENBE 5(c) 1,457,738 1,629,944
Amounts due to related parties TR AR H 2B 44(c) 48,047 59,118
Current income tax liabilities EHEHAR 411,828 1,070,382
Lease liabilities MEEE 8 15,155 =
Derivative financial instruments fTESMTA 16,859 15,778
Borrowings 5N 29 4,579,905 2,603,357
Dividends payable ERRE 7,041 144
Total current liabilities REEES 13,979,974 11,623,613
Total liabilities HeE 15,583,746 11,027,032
Total equity and liabilities ERKEER 35,407,241 29,608,580

The notes on pages 177 to 327 are an integral part of these FA77 2327 BN AZEN B RROEE
financial statements. —&p o

The financial statements on pages 169 to 327 were approved by %169 Z 327 B MBI 533K B 70 2020 4 3 A 31
the Board of Directors on 31 March 2020 and were signed on AEEERMAETHUTESTRARSE -
its behalf.

Han Jingyuan Han Li
BE Bh
Chairman Director
FiE =
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(Allamounts in RMB thousands unless otherwise stated)

Revenue
Cost of sales

Gross profit

Other income
Distribution costs
Administrative expenses

(Provision for)/reversal of impairment

on financial assets, net
Other expenses
(Losses)/gains from derivative
financial instruments
Other gains — net

Operating profit

Finance income

Finance costs

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
Profit attributable to:

Owners of the Company
Non-controlling interests

Earnings per share for profit
attributable to owners of
the Company
(expressed in RMB per share)

— Basic earnings per share

— Diluted earnings per share

The notes on pages 177 to 327 are an integral part of these

financial statements.

Consolidated Statement of Profit or Loss
Gl ETES

For the year ended 31 December 2019
(REEEBAN  FESEHONARET TREL) #HE2019F12 831 HIEFE

HAdA

THER

SRMEERE (BE) Bm -
FHR

HinE A

TEEMIAZ (BR), M

Hipdlas — 388
mERR

TSI
BT AA
PR — B
K- AR
A REE
FE(E T AT R
—RIAELEEE

BR AT 15 Bt Al &

FriaHis
o BR

EHNEER
ARREDFHE
FEIE IR 2S

ERAREEREE
FEAS SR B B R Wik

(BlRAR®T)
— BRERKE

— SRR

33
34
34

34
34

39
32

36
36

36

37

40

40

—&Fn °

Year ended 31 December
HZ12A31HILEEE

2019 2018
43,014,224 40,782,302
(38,863,112)  (33,991,503)

4,151,112 6,790,799
187,139 35,394
(82,321) (85,817)
(647,678) (735,705)

(5,231) 218,371
(27,484) (23,148)

(111,661) 29,872
619,796 231,311

4,083,672 6,461,077
73,748 35,721
(143,330) (161,315)
(69,582) (125,594)

- (34,122)
50,704 (1,941)

4,064,794 6,299,420
(797,869) (1,438,899)

3,266,925 4,860,521

3,210,309 4,781,678
56,616 78,843

3,266,925 4,860,521

RMBO0.86 RMB1.31

AR¥0867Tt AR¥1317T

RMB0.86 RMB1.31

AR¥0867t AR¥1.317T

FA77 2327 AWK AR FM BRI OER
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Consolidated Statement of Comprehensive Income

Gl & ¥

(Al amounts in RMB thousands unless otherwise stated)

(RAEEIN - MASEINARBT AR BE2010FRANALFE

Profit for the year

Other comprehensive income:

Item that may be reclassified
subsequently to profit or loss

Fair value (losses)/gains on debt
investments at fair value through
other comprehensive income

Item that will not be reclassified
subsequently to profit or loss

Fair value gains on equity investments
at fair value through other
comprehensive income

Item reclassified to profit or loss
Transfer of fair value gains previously
credited to reserve to statement of
profit or loss upon disposal of
debt investments at fair value through
other comprehensive income

Total comprehensive income
for the year

Attributable to:
Owners of the Company

Non-controlling interests

Note BZE12A31BLEE
B 5 2019 2018
| [ | /| |
FERA 3,266,925 4,860,521
Hibim e -
B ES B Eam kB E
BRARBETELEEEZEHTA
Hipira S 2 BRIRE Y
AREEER), W 16 (6,960) 5,735
HETEEHR B kAEA
BRARBETEEEEZETA
Hipsra a2 IR E 2
AR EENRE 16 14,516 =
E BN Fns -0 )=
R\ﬁE}EQ}L{E@D+EHE
BE AR MR WRESZ
ffﬂxéﬁfﬂﬁ‘aﬁf%ﬂ\ﬁ%ﬁ
ZANBENSEEERER
= (2,635)
7,556 3,100
EEZFAWFEER
3,274,481 4,863,621
BER:
KARIERFEE 3,217,865 4,784,778
Bl L e 56,616 78,843
3,274,481 4,863,621

The notes on pages 177 to 327 are an integral part of these

financial statements.

— BB e
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For the year ended 31 December 2019

Year ended 31 December
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Balance at 1 January 2018

Comprehensive income
Profit for the year

Other comprehensive income

Fair value gains on debt investments
at fair value through other
comprehensive income

Consolidated Statement of Changes in Equity

(Allamounts in RMB thousands unless otherwise stated)
(Fr7=HHEmRoN -

R2018%1 A1 B MR

BanE
)

Afiaks

BAnEEFEREEY
AR ARG Wt 2 B
REZ DA BENE

Transfer of fair value gains previously &R AL EE:EE

credited to reserve to statement of

profit or loss upon disposal of

Y ORI
Yt 2 B R AR R

debt investments at fair value through 5t A2 A% Bl

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

Acquisition of a subsidiary

Employee share option scheme
— issuance of shares
— lapse of share options

Dividend provided

Total transactions with owners

Non-

Share Share Other Retained controlling Total

Note capital premium reserves eamings Total interests equity
FERE I

i3 BE BiEE  EtEE  BEkaE A ks BEaAd

! ' ' ' ! ! ! | |

364,762 2,820,785 1,744,091 8982541 13,912,179 192,589 14,104,768

- - - 4781678 4,781,678 78,843 4,860,521

16 - - 5,735 - 5,735 - 5,735

- - (2,635) - (2,635) - (2,635)

- - 3100 4781678 4,784,778 78843 4,863,621

26 - - 244,671 (044,671) - - -

- - - - - 120,000 120,000

- - (105,318) - (105,318) (78,797)  (184,119)

- - - - - 2,236 2,236

25826 15,866 711,449 (314,981) - 412,334 - 412,334

26 - - (97,828) 97,828 - - -

- - - (1,596,387) (1,596,387) (40,909)  (1,637,296)

15,866 711,449 (273,456) (1,743,230  (1,289,371) 2530  (1,286,841)

380,628 3532234 1,473,735 12,020,989 17,407,586 273,962 17,681,548

Balance at 31 December 2018

BERAR
FawEast
BRERREENRS
AT R RBEHAEN A

ARG TS

ETREEGRHERAT
BB LRRRNAR
s

W -FMELR

[ERRRETE
- Bk
— BRERN

BHRRS

ERERAENRA A

R2018%F 12 A 31 R

Attributable to owners of the Company

BENALRREENEE

5 B RE £ 58 B 3

For the year ended 31 December 2019
FrESEEIAARBT LAEN) BE200FRAIBELEFE
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Consolidated Statement of Changes in Equity (Continued)
5 F HE #5252 B 3% (&)

(Al amounts in RMB thousands unless otherwise stated)

(Er=EEHN

For the year ended 31 December 2019
FrESEIIAARBT LAEN) HE200FRAIALFE

Attributable to owners of the Company

SERAAAEEREE
Non-
Share Share Other  Retained controlling Total
Note capital  premium reserves  earnings Total interests equity
FoR
Wz REx  ROEE HtRE ks &t Bz ERAT
e Sy Sy ey S
Balance at 1 January 2019 R201951 A1 AREER 380,628 3,532,234 1,473,735 12,020,989 17,407,586 273,962 17,681,548
Comprehensive income GelE
Profit for the year FRRF - - - 3210309 3,210,309 56,616 3,266,925
Other comprehensive income Hitira ks
Fair value losses on debt investments &A% EfE:t € B A48
at fair value through other STAR MR A W 2 B
comprehensive income REZ AL BERE 16 - - (6,960) = (6,960) = (6,960)
Fair value gains on equity investments #2274 S8 EEEH)
at fair value through other SIARMEGANE L
comprehensive income REREz AR BEKE 16 - - 14,516 - 14,516 = 14,516
Total comprehensive income SAKEAT - - 7,556 8,210,309 3,217,865 56,616 3,274,481
Transactions with owners HERBEENRS
Profit appropriation to statutory AT REELAEHAE
reserves 26 - - 174,762 (174,762) - - -
Capital injection by non-controling ~ FERHIMERTE
interests - - - - - 590 590
Changes in ownership interests EASEEFIENERT
in a subsidiary without change of ZER-HEHBARM
control FrEfEs () - - (45,172) - (45,172) 30,672 (14,500)
Disposal of a subsidliary LE—HHBLR - = (459) 459 - (11,585)  (11,585)
Dividend provided BitERE = = - (1,078598) (1,078598)  (28441) (1,107,039
Total transactions with owners ~ EEXZEAENRZ A3 - - 129131 (1,252,901) (1,123,770) (8,764)  (1,132,534)
Balance at 31 December 2019 R2019%E 12 B 31 AR A&ER 380,628 3,532,234 1,610,422 13,978,397 19,501,681 321,814 19,823,495

The notes on pages 177 to 327 are an integral part of these

financial statements.
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Consolidated Statement of Cash Flows
B EemER

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
GREEHEIIN - TERFIAARBTITREL) #HZE2010F12ASIRLFE

Year ended 31 December

Note BZE12A31ALFE
Bt 2019 2018
| [/ /| | |
Cash flows from operating activities RELETHNELSTE
Cash generated from operations EXfARENES 42 1,499,889 9,599,918
Interest received BUYH B 69,127 29,552
Interest paid BIFE (151,993) (141,604)
Income tax paid BEAETEH (1,460,976) (1,387,606)
Net cash (used in)/generated from AR/ EEEEEEEHN
operating activities & F5E (43,953) 8,100,260
Cash flows from investing activities REREZENEESHRE
Purchase of property, plant and BEWE  BERZE
equipment (638,737) (336,413)
Proceeds from sales of property, HEME « BE REERN
plant and equipment P18 50I8 42 192,014 349
Increase in intangible assets B EEE (922,368) -
(Increase)/decrease in deposits of BETESRTAES
procurement of derivative financial (3gm),/ >
instruments (227,250) 35,763
Net inflows/(outflows) of financial assets BARBEEAHEZEH A
at fair value through profit or loss BRRZEREERA/(GRE)
EE 3,695,981 (3,866,119
Proceeds from asset-related BEMBNETREEFERIE
government grants 59,233 =
Loans granted to related parties BT @5 2 ER = (41,778)
Loan receivables granted to third parties A58 = izt H I E (664,000) (760,328)
Loan receivables repaid by third parties FE=HEENEKER 210,328 2,209
Repayment of loans granted to RY@M A ERZEE
related parties 64,532 21,763
Purchases of financial assets at fair value ~ BEEERAABEFELHE
through other comprehensive income FPARMRE NG eREE (352,173) (115,226)
Proceeds from disposal of financial HERAREETEAEZS
assets at fair value through other STARMEGRAE NG &R
comprehensive income EEMFTSTIR 96,000 51,091
Net outflows of structured bank deposits &5 M $R1T 17 207 & (117,697) (2,037,900)
Disposal of a subsidiary, net of cash HE—RREAR (KREW
received by ) 8,111 (54,322)
Prepayment for purchase of production HEERCBNGIE
capacity (1,142,200) -
Prepayment for purchase of BEFREEE 2BNFE
right-of-use assets (223,955) -
Deposits for purchase of BETRAREEC RS
right-of-use assets (300,000) -
Acquisition of a subsidiary, net of cash Wb — I ft B A 7] (HBR P&
acquired & FHE) - 1,518
Capital deduction from an associate — FEIBE & X AT B R B AN 12 35,740 -
Other investing cash flow — net HiRERERE — F5E (26,411) 5,556
Net cash used in investing activities REE RSN S F5 (252,852) (7,093,837)
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Consolidated Statement of Cash Flows (Continued)

A B e R R (

(Al amounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(RAEEIIN - MASEENARBT AR BZE2010FRANALFE

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Dividends paid to shareholders
Loans granted from a related party
Employee share option scheme
— issuance of share

Capital injection by non-controlling
interests

Acquisition of non-controlling interests of
subsidiaries

Cash paid for sales and leaseback
transaction

Repayment of borrowings from related
parties

Repayment of other long-term payables

Principal elements of lease payments

Net proceeds from national debt
repurchase

Decrease/(increase) in restricted bank
balances pledged as security for
current bank borrowings

Net cash generated from/(used in)
financing activities

Net increase in cash and cash equivalents
Effect of foreign exchange rate changes

Cash and cash equivalents,
beginning of year

Note BZE12A1HLEEE
B eE 2019 2018
| | /| | |
REMETENELSRE
ERFERIE 16,805,513 6,188,990
BERER (18,707,344) (5,566,782)
BEREIRE (1,117,032) (1,637,296)
—REM I RL 2 ER 13,024 =
EEBRETE — B1TRM
- 412,334
TGS EE
590 120,000
{opEEpNG P e e ol
(14,500) (184,115)
ERKEERSGEF RS
- (198,000
B IR E T
- (36,480)
B E MR A E RN - (8,043)
MENHR A2 D (10,258) =
Bl (&3 Bl B P15 SR IR S 58
66,899 =
TERMENIRITIE AV IR
IR HIRITEE SRR,/ ()
30,029 (47,730)
EEE/ (AR BETHN
& FH 2,066,921 (957,122)
RekReEEMENFEE 1,770,116 49,301
SIS [ SR B R S 2 15,600 29,532
FONRERALEED
23 2,845,229 2,766,396
FRESRAEEEY 23 4,630,945 2,845,229

Cash and cash equivalents, end of year

The notes on pages 177 to 327 are an integral part of these

financial statements.

Year ended 31 December

— B0 e
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Notes to the Consolidated Financial Statements

£ OF S0 85 e o Bk

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEEAIN MBESEAUARE T TREMN) BE2019F12 A1 BIEFE

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 sales 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 31 March
2020.

—mRER

FERAFEEZERERAR(ERLT])
R2003F 11 A& —EHEEEH
(24 ®BIRIEBERZE1981 FREAE
BREIMKT AEREEREEAT] ©

K a) B 5 3% 5 R b 41k & Clarendon
House, 2 Church Street, Hamilton HM11,
Bermuda °

KRB BE2004F3 A2HEEES
BERZPEIABRAR LM °

ARBIREMBARATRERAE
c ARBETENERERHEMEE
i MEERNMEBEBOESAREME
X AEEAETFEARAME (] F
B ALtENERERBLEERE - &
TEHHURNPENELETHE - K
SENTHEEBAEPBENYEERET -

BBEERBPIN REHPFBREAAR
BFITEY o REFFE SRR N 2020 F
SABIHEEAEEZ=R(EER]) HET
%);E o
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Notes to the Consolidated Financial Statements (Continued)

o DF S 85 e o B ke (48

(Al amounts in RMB thousands unless otherwise stated)
(Bx >

2.

178

For the year ended 31 December 2019

BEPS MAESEHUARETIAEM) BE2019F12A31 AILEFE

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 Companies 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, 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.

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

2.

ARG HBBERRRANEZ SR
RENTX - BERBEHAN - WERE
EFR2IMMEFERNERER -

21 REBEEE

AEBNEHMBRRTIRBER
St A ((BREHALE]) R
MHMAEEREEYEHREER
([ERMBERERE ) REBAF
FRPIF 622 EMHERERRE - &
PR EKIBE L AR R
g W ETRANBEIIRNK
AR EEFEBEZEHFT AHME
BlRE s eREE AR BER
ERHBHHABRGSRZERMEE
EiTE ST AMEMHIELER -

RELTT A B BM RS LA NA G
M HEAFTRERE TRREE
e ENREEEBERALNEE
SRIEREBRPITEREAE - SR
= 2 R H T 2R AR AR M AV S0
gF M EHMBRRIELEAR
RAMEER IS - 4T IRE



Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. 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 2019:

HKFRS 16 Leases

o HK (IFRIC) 23 Uncertainty over
Income Tax Treatments

. HKFRS 9 (Amendments)
Prepayment Features with Negative
Compensation

. HKAS 28 (Amendments) Long-term
Interests in Associates and Joint
Ventures

. HKAS 19 (Amendments) Plan
Amendment, Curtailment or
Settlement

o Annual Improvements to HKFRS
“2015-2017 Cycle”

The Group had to change its accounting
policies following the adoption of HKFRS
16. For details, please refer to Note
2.1.1(c). 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.
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Notes to the Consolidated Financial Statements (Continued)

o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESxBERE %)
POLICIES (continued)
2.1 Basis of preparation (continued) 21 RBEEEE)
2.1.1 Changes in accounting policy and 211 S BEREENEL (E)
disclosures (continued)
(b) New standards and interpretations not (b) FEBARERENHIFETE
yet adopted by the Group BIR®%E
A number of new standards and R2019%F1 A1 B £ H
amendments to standards and RE T BEE R AE
interpretations that are relevant to the W BEAREEERE
Group but not yet effective for the financial BREREFIRATEREMN
year beginning at 1 January 2019 and HETAE R R AR AN R e
have not been early adopted by the Group BEETIA T -
are as follows:
Effective for annual
periods beginning
Standards Key requirements on or after
8| FTERE RT3 B
N ZEBERN
FEHBER
1 I N —
Amendments to HKAS 1 Definition of Material 1 January 2020
and HKAS 8
BEAGHENEIRR BEAMMER 20201 H1R
BB GTERE 85 (B5])
Amendments to HKFRS 3 Definition of a Business 1 January 2020
BBMBHREERE 35 EBHES 2020F1 A 1R
(&7])
Amendments to HKAS 39, Hedge Accounting 1 January 2020
HKFRS 7 and HKFRS 9
EBGFTERIE 395 oDk e 20201 A1H
BB REERE TR
RBE BB HREER
E 5% (1B5])
Revised Conceptual Revised Conceptual Framework 1 January 2020
Framework for Financial Reporting
BESHESE (SHER]) KAERT B TS S S AE 52 20201 HA1H
HKFRS 17 Insurance Contracts 1 January 2021
BEATBREERETR RERE K 20211 A18
Amendments to HKFRS 10 Sale or Contribution of Assets To be determined
and HKAS 28 between an Investor and
its Associate or Joint Venture
BEBMBHREENEI0HRR KREFEEBENAHEGERER 5
ARG ERF 285 (BF]) MEELHEIOEA
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

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

This note explains the impact of the
adoption of HKFRS 16 “Leases” (‘HKFRS
16”) on the Group’s financial information.

The Group has adopted HKFRS 16 from 1
January 2019, but has not restated
comparatives for the 2018 reporting
period, as permitted under the simplified
transition approach in the standard. The
reclassifications and the adjustments
arising from the new leasing rules are
therefore recognised in the opening
balance sheet on 1 January 2019. The
new accounting policies are disclosed in
Note 2.31.

On adoption of HKFRS 16, the Group
recognised lease liabilities in relation to
leases which had previously been
classified as ‘operating leases’ under the
principles of HKAS 17 “Leases” (‘HKAS
17”). These liabilities were measured at the
present value of the remaining lease
payments, discounted using the lessee’s
incremental borrowing rate as of 1 January
2019 in each territory or region where the
lease assets are located. The weighted
average discount rate applied to the lease
liabilities on 1 January 2019 was 4.82%.
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated)
(B=E BN

ASRIAARETIREMN) #E2019F12A31HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (continued)

182  China Oriental Group Company Limited & 7 B3 5 & 12 f% 5 BR A 7)

(c)

Changes in accounting policy (continued)

(i)

Practical expedients applied

In applying HKFRS 16 for the first
time, the Group has used the
following practical expedients
permitted by the standard:

o applying a single discount rate
to a portfolio of leases with
reasonably similar
characteristics;

. relying on previous
assessments on whether
leases are onerous as an
alternative to performing an
impairment review — there
were no onerous contracts as
at 1 January 2019;

. accounting for operating
leases with a remaining lease
term of less than 12 months
as at 1 January 2019 as short-
term leases;

. excluding initial direct costs for
the measurement of the right-
of-use assets at the date of
initial application; and

2.

For the year ended 31 December 2019
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE2HHBEHE &)

POLICIES (continued)
2.1 Basis of preparation (continued) 21 EEEEE)
2.1.1 Changes in accounting policy and 211 B BERREENE L (E)
disclosures (continued)
(c) Changes in accounting policy (continued) (c) BEFrHEHEE (&)
() Practical expedients applied () EEFAmNERE

(continued) BME (&)

e using hindsight in determining . BEAHNBE
the lease term where the TR AR
contract contains options to HAOREE
extend or terminate the lease. pr i< =

BEoNE
JEFEER o

The Group has also elected not to REBE L EE

reassess whether a contract is, or TEFHTEELD

contains, a lease at the date of initial =N R =N
application. Instead, for contracts ELAHEERE

entered into before the transition EHE B

date the Group relied on its BRBEBHZ

assessment made applying HKAS IERYA 0 R=¥-oNi]

17 and HK(IFRIC) 4 “Determining T AKEKE

whether an Arrangement contains a EEAEED

Lease”. EBIFEITHLE

7 (BB B 7 7R 25

BE)BARIE
ERREEE
HE | FEh e RT
f o
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HKBEHE &)

POLICIES (continued)
2.1 Basis of preparation (continued) 21 RBEEEE)
2.1.1 Changes in accounting policy and 211 S BEREENEL (E)
disclosures (continued)
(c) Changes in accounting policy (continued) (c) EitEEHNEE(E)
(i) Measurement of lease liabilities (i) HHEBEHNFZ
Operating lease commitments 201812 H31 H
disclosed as at 31 December 2018 2 R FEH) K& T S & 131,888
Discounted using the lessee’s AR AR B XRFER BB/
incremental borrowing rate as at 1S EFHRALIR
the date of initial application 94,436
Less: short-term leases not B R BERBARED
recognised as a liability HHIFE 9,112)
Lease liabilities recognised R20194 1 A1 BEERH
as at 1 January 2019 HEAE 85,324
Add: reclassification of leasehold b0 AAE A K A Hb (5 R
land and land use rights ENE 181,499
Right-of-use assets recognised R 20194 1 A1 HIERH
as at 1 January 2019 CREEE 266,823
Of lease liabilities are: HpfEaE
Current lease liabilities mEHEAE 3,622
Non-current lease liabilities EmEHEAR 81,702
85,324

184  China Oriental Group Company Limited e /B3 5 & 12 R% A BR A 7]



Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEEE)

2.1.1 Changes in accounting policy and
disclosures (continued)

(c) Changes in accounting policy (continued)

(i)

Measurement of right-of-use assets

211 EFBRRBENR ()

(c) EBEFrHEHIEE (&)
(i)  {EFIEEER G

==}
The right-of-use assets were FEREEE LR
measured at the amount equal to HEREEARE

the lease liability, adjusted by the
amount of any prepaid or accrued
lease payments relating to that lease

MEBETE I
iR R 201941
A1BEEEAE

recognised in the balance sheet as KPR EZM

at 1 January 2019. EE@ENEME
e ERAER
RS FEETH
# o

(v) Adjustments recognised in the (v) R2019F 141
balance sheet on 1 January 2019 HEEZEEBERX
R Y 5 B

The change in accounting policy
affected the following items in the
balance sheet on 1 January 2019:

A RRER T
ZR|2019F 1 A 1
BHEEBERXN

LATRIER ¢

e Right-of-use assets - e HFHESE
increase by approximately E —
RMB266,823,000 AR
266,823,000

JT
. Leasehold land and land use o HE L K
rights — decrease by approximately T i £ A
RMB 181,499,000 - D
AR
181,499,000

JT
e Lease liabilities (current e MEBAE
portion) — increase by (7w & &
approximately RMB3,622,000 ) — &
HARE
3,622,000

T

Annual Report 2019 « —Z— A4 185



Notes to the Consolidated Financial Statements (Continued)

5 OF o 85 e e i (48
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(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

2.

186

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 (continueq)

(iv) Adjustments recognised in the
balance sheet on 1 January 2019
(continued)

o Lease liabilities (non-current
portion) — increase by
approximately RMB81,702,000

There was no impact on retained
earnings on 1 January 2019.

(v)  Lessor accounting

The Group did not need to make
any adjustments to the accounting
for assets held as lessor under
operating leases as a result of the
adoption of HKFRS 16.

2.2 Subsidiaries
2.2.1 Consolidation

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.
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2.

For the year ended 31 December 2019
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEHEAIN MBESEAUARETTREMN) BE2019F12 A1 BILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

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.

(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. ldentifiable
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.
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2.

188

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Business combinations (continueq)

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
remeasurement 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.

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 HKFRS 9
in profit or loss. Contingent consideration
that is classified as equity is not
remeasured, and its subsequent
settlement is accounted for within equity.

2.

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

(b)

Business combinations (continueq)

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.

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.
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2.

190

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(b)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Changes in ownership interests
(continued)

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.

2.

For the year ended 31 December 2019
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For the year ended 31 December 2019
FiELBEHAARETTAEN) HE2019F12 A1 BIEFE

EEZEEMBRBE#)

(Alllamounts in RMB thousands unless otherwise stated)

(REHEHEHAEIN -
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

2.2 Subsidiaries (continued) 22 WEARE)

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.
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated)
(BREEERIN FBELBROUAARE T T REL)

2.

192

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.
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Notes to the Consolidated Financial Statements (Continued)
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(Alllamounts in RMB thousands unless otherwise stated)
FBESREAARETIREM) HZE2019F12A31HIEFE

(Bx= B
2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.4 Joint arrangement

2.5

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.

Segment reporting

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.

For the year ended 31 December 2019
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Notes to the Consolidated Financial Statements (Continued)
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2.

194

LoE=E

(a)

(b)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation

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 of monetary assets and liabilities
denominated in foreign currencies at year-end
exchange rates are recognised in the
consolidated statement of profit or loss.

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’.

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

For the year ended 31 December 2019

(a)

(b)

EEZEEMBRRABE®)

26 EBRE

DEERZIEY
AEBEEBERSAMBRER
MIER DERAEREENT
BRERFNEE (WK
WFE - A IRRR
RARE([AR¥]) (KAF]
MIMEEERASENZS
B2 -

SNER ZRR P A ZBITH
ERFEHMAEZFHEAR
ZEERERNAEEY - &
B FERXH AN AINE R
BUNEEEEERBER
FROEXBEMELNE
RlabkBEERAGHEBERER
I:PﬁEE/D

B {5 TR B 2 T 3 Wi B S
BREHBERR [MBRA]
RBIRR o FTE EMEE X Y
REBERNAGHRER [Hi
Weas — 388 MAIER



Notes to the Consolidated Financial Statements (Continued)
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(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation (continued)

(b)

(©

Transactions and balances (continued)

Non-monetary items that are measured at fair
value in a foreign currency are translated using
the exchange rates at the date when the fair
value was determined. Translation differences
on assets and liabilities carried at fair value are
reported as part of the fair value gain or loss.
For example, translation differences on non-
monetary 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 and translation differences on
non-monetary assets such as equities classified
as fair value through other comprehensive
income are recognised in other comprehensive
income.

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:

()  assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;
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(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

2.

196

(%)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation (continued)

(¢) Group companies (continued)

(i)  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

(i)  all resulting currency translation differences
are recognised in other comprehensive
income.

2.7 Property, plant and equipment

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.
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEHEAIN MBESEAUARETTREMN) BE2019F12 A1 BILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)

2.7 Property, plant and equipment (continued) 27 V¥ BERREE)

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.

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.
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(BB HEBAI  TESEIUARETITAREN) HE2019F12A31ALLFEE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EZESxEERE %)
POLICIES (continued)
2.8 Leasehold land and land use rights 28 FHET K L ithFHE
All land in the Mainland China is state-owned and no R AKERFTE B ARE - T
individual land ownership right exists. The Group FHEEATMPERE - REFES
acquired the right to use certain lands. The upfront FRE T EER - BE 1%
prepayments made for leasehold land and land use THFRENTENRERRAEE
rights were treated as prepayment for leases and B FRIE - WKR2019F1 182
recorded as leasehold land and land use rights BEAHEEABRRTIRARE
separately in the consolidated balance sheet before 1 HELH R EEARE - HE iy
January 2019. The leasehold land and land use rights Nz = Hh {55 BB 4 DA R 52 AR AN Rl 2= 2 51
were stated at historical cost less accumulated B MR EEIR AR o
amortisation and impairment losses.
2.9 Investment property 29 REYE

198

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

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 (Continued)
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(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(BREEEBEI FTESBHUARBTILAEN) HE2019F 12831 BIEFE

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.

Software

Costs associated with maintaining software
programmes are recognised as an expense as
incurred. Development costs that are directly
attributable to the design and testing of
identifiable and unique software products
controlled by the Group are recognised as
intangible assets where the following criteria are
met:

o it is technically feasible to complete the
software so that it will be available for use;

. management intends to complete the
software and use or sell it;
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Notes to the Consolidated Financial Statements (Continued)

o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)
2.10 Intangible assets (continued)

(b) Software (continued)

For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

. there is an ability to use or sell the

software;

o it can be demonstrated how the software
will generate probable future economic

benefits;

. adequate technical, financial and other
resources to complete the development
and to use or sell the software are

available; and

o the expenditure attributable to the
software during its development can be

reliably measured.

Directly attributable costs that are capitalised as
part of the software include employee costs and
an appropriate portion of relevant overheads.

Capitalised development costs are recorded as
intangible assets and amortised from the point
at which the asset is ready for use using the
straight-line method over their estimated useful

lives of 3-5 years.

(¢) 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.
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)

POLICIES (continued)

2.11 Impairment of non-financial assets 211 EMEERE
RAEME AR AFHRNEE (Flm
) BREE  EEBFETH

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 AR AU @B - BIZEEITHI S Y
carrying amount may not be recoverable. An ﬁ%{’ﬁ;‘)ﬁ{@ﬁ%x BRI E

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
which are largely independent of the cash inflows from
other assets or groups of assets (cash-generating
units). Non-financial assets other than goodwill that
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suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

2.12 Financial assets 212 TREE
() Classification i 28
The Group classifies its financial assets in the AEBBESREED B
following measurement categories: THER
e  those to be measured subsequently at fair . BERIE AN BEES
value (either through other comprehensive (TR EFTAEMES
income (“OCI") or through profit or loss); e ([ HnsRE W)
and gRETAERR) &
o those to be measured at amortised cost. o B EKAGTES ©
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Notes to the Consolidated Financial Statements (Continued)

o DF S0 85 e o ik (78)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REEEREIN FIBESEHIUARETTREN) BZE2019F12 A1 BILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EESHHENE %)
POLICIES (continued)
2.12 Financial assets (continued) 212 eREEE)
(i) Classification (continued) i DEE)
The classification depends on the entity’s DERTREEARERES

202

(ii)

(iii)

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.

Recognition and derecognition

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.

Measurement

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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Notes to the Consolidated Financial Statements (Continued)

(Alllamounts in RMB thousands unless otherwise stated)

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019

(BREEEBEI FTESBHUARBTILAEN) HE2019F 12831 BIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(iii)

Measurement (continued)

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

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:

o 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 (Continued)

o DF S 85 e o B ke (48

(Al amounts in RMB thousands unless otherwise stated)
(REEEPIN FAESEANARE T TREN)

2.

204

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

Measurement (continued)

Debt instruments (continued)

FVOCI: Assets that are held for collection
of contractual cash flows and for selling
the financial assets, where the assets’
cash flows represent solely payments of
principal and interest, 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 recognised in
profit or loss. When the financial asset is
derecognised, the cumulative gain or loss
previously recognised in OCl 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 line item in the consolidated
statement of profit or loss.

FVPL: Assets that do not meet the criteria
for amortised cost or FVOCI are measured
at FVPL. A gain or loss on a debt
investment that is subsequently measured
at FVPL is recognised in profit or loss and
presented net within ‘Other gains — net’ in
the period in which it arises.
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For the year ended 31 December 2019
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets (continued)

(iii)

(iv)

Measurement (continued)
Equity instruments

o The Group subsequently measures all
equity investments at fair value. Where the
Group’s management has elected to
present fair value gains and losses on
equity investments in OCI, there is no
subsequent reclassification of fair value
gains and losses to profit or loss following
the derecognition of the investment.
Dividends from such investments continue
to be recognised in profit or loss as other
income when the Group’s right to receive
payments is established.

. Changes in the fair value of financial
assets at FVPL are recognised in ‘Other
gains — net’ in the statement of profit or
loss as applicable. Impairment losses (and
reversal of impairment losses) on equity
investments measured at FVOCI are not
reported separately from other changes in
fair value.

Impairment

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, see Note 19 for further details.
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B e (2

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EEe€rHERE %)
POLICIES (continued)

2.13 Derivative financial instruments and

213 FTAE SR T B R YdEE

206

hedging activities

Derivatives are initially recognised at fair value on the
date a derivative instrument contract is entered into
and are subsequently remeasured to their fair value at
the end of each reporting period. The accounting for
subsequent changes in fair value 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.

2.14 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount is 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.

2.15 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.
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)

2.16 Properties under development and held for

216 BHEHMRIFEHEYXE

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.

2.17 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 and other receivables are recognised initially at
fair value and subsequently measured at amortised
cost using the effective interest method, less
allowance for impairment. Notes receivables are
measured at fair value through other comprehensive
income. See Notes 19, 22 and 20 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.
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 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.

2.19 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.

2.20 Trade and other payables

2.21

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

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.

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.

2.

For the year ended 31 December 2019
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEHEAIN MBESEAUARETTREMN) BE2019F12 A1 BILFE

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.

2.22 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.

Borrowing costs include interest expense, finance
charges in respect of finance lease and exchange
differences arising from foreign currency borrowings
to 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.

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)
2.21 Borrowings (continued) 2.21 R (&)
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Notes to the Consolidated Financial Statements (Continued)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.22 Borrowing costs (continued)

For the year ended 31 December 2019

HE2019F 12 A31 BILFE

EEZEEMBRRABE®)

2.22 BB ()

210

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.

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.

(@) 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.
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Notes to the Consolidated Financial Statements (Continued)
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(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(BREEEBEI FTESBHUARBTILAEN) HE2019F 12831 BIEFE

2. 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 assets and liabilities 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

2.23 Current and deferred income tax (continued)

EEZEEMBRRABE®)

2.23 EYIRIELFREH (&)
(b) Deferred income tax (continued) (b) EZEFTEH (&)

212

(©)

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.
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEHEAIN MBESEAUARETTREMN) BE2019F12 A1 BILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)

2.24 Employee benefits 224 EEER

The Group has arranged for its Hong Kong employees
to 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 35. 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.
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For the year ended 31 December 2019

FIASEHUARKTILAERMN) #HZE2019F12A31 HIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25 Share-based payments

(a)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Equity-settled share-based payment
transactions

The Group operates an equity-settled, share-
based compensation plans, under which the
entity receives services from employees as
consideration for equity instruments (options) of
the Group. The fair value of the employee
services received in exchange for the grant of
the options is recognised as an expense. The
total amount to be expensed is determined by
reference to the fair value of the options granted:

o including any market performance
conditions (for example, an entity’s share
price);

. excluding the impact of any service and
non-market performance vesting
conditions (for example, profitability, sales
growth targets and remaining an employee
of the entity over a specified time period);
and

o including the impact of any non-vesting
conditions (for example, the requirement
for employees to save or hold shares for a
specific period of time).

Non-market performance and service conditions
are included in assumptions about the number
of options that are expected to vest. The total
expense is recognised over the vesting period,
which is the period over which all of the
specified vesting conditions are to be satisfied.
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For the year ended 31 December 2019
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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 (hominal 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.26 Provisions

For the year ended 31 December 2019

HE2019F 12 A31 BILFE

EEZEEMBRRABE®)

2.26 BE

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
management’s best estimate of the expenditure
required to settle the present obligation at the end of
the reporting period. The discount rate used to
determine the present value is a pre-tax rate that
reflects current market assessments of the time value
of money and the risks specific to the liability. The
increase in the provision due to the passage of time is
recognised as interest expense.

2.27 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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.27 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.

2.28 Revenue recognition

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.

(@) Sales of goods

Revenue from the sales 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)

2.28 Revenue recognition (continued)

EEZEEMBRRABE®)
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(o) 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.

(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.

2.29 Interest income

Interest income from financial assets at fair value
through profit or loss is included in ‘Other gains — net’
on these assets, see Note 32 below. Interest income
on financial assets at amortised cost and financial
assets at FVOCI 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 36 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).
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For the year ended 31 December 2019
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.30 Dividend income

2.31

Dividends are received from financial assets measured
at FVPL and at FVOCI. 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.

Leases

As explained in Note 2.1.1 above, the Group has
changed its accounting policy for leases where the
Group is the lessee with effect from 1 January 2019.
The new policy is described below and the impact of
the change is set out in Note 2.1.1.

The Group leases various lands and offices. Rental
contracts are typically made for fixed periods but may
have extension options as described below. Lease
terms are negotiated on an individual basis and
contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants,
but leased assets may not be used as security for
borrowing purposes.

For the year ended 31 December 2018 and before,
leases in which a significant portion of the risks and
rewards of ownership were not transferred to the
Group as lessee were classified as operating leases.
Payments made under operating leases (net of any
incentives received from the lessor) were charged to
profit or loss on a straight-line basis over the period of
the lease.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.31 Leases (continued)

From 1 January 2019, leases are recognised as right-
of-use assets and a corresponding liability at the date
at which the leased asset is available for use by the
Group.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of fixed payments
(including in-substance fixed payments), less any
lease incentives receivable.

Lease payments to be made under reasonably certain
extension options are also included in the
measurement of the liability. The lease payments are
discounted using the incremental borrowing rate of
the Group which the Group would have to pay to
borrow the funds necessary to obtain an asset of
similar value to the right-of-use assets in a similar
economic environment with similar terms, security and
conditions.

To determine the incremental borrowing rate, the
Group uses recent third-party financing received by
the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third
party financing was received.

Lease payments are allocated between principal and
finance cost. The finance cost is charged to 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.

Right-of-use assets are measured at cost comprising
the amount of the initial measurement of lease liability
and any lease payments made at or before the
commencement date less any lease incentives
received. Right-of-use assets are depreciated over the
shorter of the asset’s useful life and the lease term on
a straight-line basis to allocate their cost to their
residual values over their estimated lease period.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)
POLICIES (continued)

2.31 Leases (continued) 231 HE (&)

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12
months or less. The Group has not leased any low-
value assets during the year ended 31 December
2019.

Extension options are included in the land leases
across the Group. These terms are used to maximise
operational flexibility in terms of managing contracts.
The majority of extension options held are exercisable
only by the Group and not by the respective lessor.
None of the extension option was exercised during
the year ended 31 December 2019.

In determining the lease term, the Group considers all
facts and circumstances that create an economic
incentive to exercise an extension option. Extension
options are only included in the lease term if the lease
is reasonably certain to be extended.

Lease income from operating leases where the Group
is a lessor is recognised in income on a straight-line
basis over the lease term (Note 33). Initial direct costs
incurred in obtaining an operating lease are added to
the carrying amount of the underlying asset and
recognised as expense over the lease term on the
same basis as lease income. The respective leased
assets are included in the balance sheet based on
their nature. The Group did not need to make any
adjustments to the accounting for assets held as
lessor as a result of adopting the new leasing
standard.
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For the year ended 31 December 2019
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)
2.32 Contingent liabilities

EEZEEMBRRABE®)
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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.

2.33 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.

2.34 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.

(o) Diluted earnings per share

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EE@HBERE &)

POLICIES (continued)

2.35 Financial guarantee contracts 2.35 BIEEREX
Financial guarantee contracts are recognised as a B ERE AN E B ERERERA
financial liability at the time the guarantee is issued. CRBE - BEVBRALEER
The liability is initially measured at fair value and 2 HEAU TR ETE

subsequently at the higher of:

e the amount determined in accordance with the s IRBABUBWMELEAFEIN
expected credit loss model under HKFRS 9 [T A|BTHEHAGEE
“Financial Instruments”; and BEEAETNESEE &

. the amount initially recognised less, where o MIRERN SR (WEB) B
appropriate, the cumulative amount of income BEBP GRS ERFE 1557
recognised in accordance with the principles of [EXFHNEHNEEMIEA
HKFRS 15 “Revenue from Contracts with FTHERH 2T WA 58 -
Customers”.

The fair value of financial guarantees is determined BB EROAABEENERIA

based on the present value of the difference in cash i & H N R EERIE N NAERN

flows between the contractual payments required FEMReREEZERE  HERR
under the debt instrument and the payments that EEMEMN—RBE=ZFHHETE5E

would be required without the guarantee, or the BE o

estimated amount that would be payable to a third
party for assuming the obligations.

Where guarantees in relation to loans or other finj 5 ARG & A B0 B SRk E b e A
payables of associates are provided for no R IERAEEIRME  ZEAR
compensation, the fair values are accounted for as BEEAEMARTERBIREK
contributions and recognised as part of the cost of the RE)—EL D o

investment.
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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.

(@) 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 44 respectively.

The Group has not entered into any
derivatives to hedge its exposure to
interest rate risk for the year ended 31
December 2019 (2018: The Group has
entered into some derivatives to hedge its
exposure to interest rate risk) .
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For the year ended 31 December 2019
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(@) Market risk (continued)

(i)

(iii)

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 AUS,
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 2019. The maximum
exposures to the foreign exchange risks
are disclosed in Notes 19, 23, 27, 29 and
44 respectively.

Summarised sensitivity analysis

The following table summarised the impact
of increases/decreases of cash flow
interest rate and foreign exchange rate on
the Group’s consolidated financial
statements.

MR EE &)
3.1 HMERMEEE)
(@) mMEER(E)
(i)  SMEREBR

SNEELfR = B AR | A%
BEONREAERNLA
EBMER - HRXE
PEHAETT ([ETT]) &
B REENRAE T
HNESHEMRTTE X
CRHEENRSMAE
FEHEEEREET
BTL IR TT - E RSN
& TE 55 R B o SNEE BB
ek K ) S £ [ LT e
HEREY - HZ=2019
F12A31B ILEE -
ZNE2 B R R HNEE iR HR
B LR EINE R o
BEINERBHEEE D
Bl B K #1923 -
27 ~ 29 R A4 R EE o

(i) SBEZHHEE

TRBME S 7B
RONELF/ TR
EEAHUHRENY

2 .
=
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ASRIAARETIREMN) #E2019F12A31HIEFE

FINANCIAL RISK MANAGEMENT (continued) 3. MBEEREE#)

3.1 Financial risk factors (continued) 3.1 BXREKBEZEE)
Market risk (continued) (@ THiEEEE)
(i) Summarised sensitivity analysis (i) BMBREDHHE(E)

(continued)

The sensitivity analysis for the cash flow RemEF =k &N

interest rate risk and foreign exchange risk b [ B B SRR E D AT =

is based on the assumption that: HER A TR

(@ Interest rate had been 15% lower/ @ FMERRFRT
higher from the year end rates with %, FF15% -
all other variables held constant (for mMATEHME S
example, 11.5% or 8.5% instead of HRFDE (40 -
10%); 11.5%38.5% °

MmIE10%) :

() RMB had weakened/strengthened ) ARBEEETR
by 10% against US$ and HK$ A= S :)
(pegged with US$) with all other W)EE/FE
variables held constant. 10% + M AT A &

ftb & 2 HRIFTD
% o
=
Cash flow interest rate risk
REREFRER
-15% +15%
Carrying
amount Profit Equity Profit Equity
HREE A B g G £
| | | | | | |
31 December 2019 201912831 H
Financial assets at EEBFRTEHN
floating interest rates SHEE

Cash and cash equivalents 34 R4S EY 4,630,945 (5,477) (5,477) 5,477 5,477

Restricted bank balances R #I#R 17458 682,560 (807) (807) 807 807

Structured bank deposits R I£IR1TTER 1,300,100 (2,380) (2,380) 2,380 2,380

Financial liabilities at BEEHRETEN

floating interestrates ~ £REAE
Bank and other borrowings  $877 & L S50 (952,636) 4,025 4,025 (4,025) (4,025)
Total (decrease)/increase &3t (H4) /#in (4,639) (4,639) 4,639 4,639
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019

(BREEIERIN FIBSBHENARETTAREN) HBE2019F12A31BIEFE
3. FINANCIAL RISK MANAGEMENT (continued) 3. BXEREE#)
3.1 Financial risk factors (continued) 3.1 HMERMEEE)
(@) Market risk (continued) (@) THiEEE(E)
(i) Summarised sensitivity analysis (i) BMBEESHHE(E)

(continued)

Foreign exchange risk

SHERR
-10% +10%
Carrying
amount Profit Equity Profit Equity
BREE pagil| L 5 g i

- | |
31 December 2019 2019128310

Monetary assets EREE
Cash and cash equivalents B4 RHELZEN 1,209,227 120,923 120,923 (120,923)  (120,928)
Restricted bank balances R HIRITES 20,888 2,089 2,089 (2,089) (2,089)
Trade receivables ERE S ER 503,734 50,373 50,373 (50,373) (50,373)
Other receivables HibERER 65,947 6,595 6,595 (6,595) (6,595)
Amounts due from & I BB 5 A

related parties 63,894 6,389 6,389 (6,389) (6,389)
Monetary liabilities Exaf
Trade payables ERE SRR (486,882) (48,688) (48,688) 48,688 48,688
Other payables HibERERER (3,023) (302) (302) 302 302
Borrowings EE (1,785,104)  (178,510)  (178,510) 178,510 178,510
Amount due to a related party [ — % B8R 5 5008 (13,104) (1,310) (1,310) 1,310 1,310
Total (decrease)/increase &3t (H4) /&0 (42,441) (42,441) 42,441 42,441
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ASRIAARETIREMN) #E2019F12A31HIEFE

FINANCIAL RISK MANAGEMENT (continued) 3. MBEEREE#)

3.1 Financial risk factors (continued) 3.1 BXREKBEZEE)
Market risk (continued) (@ THiEEEE)
(i) Summarised sensitivity analysis (i) BMBREDHHE(E)
(continued)

Cash flow interest rate risk

Bemef =k
-15% +15%
Carrying
amount Profit Equity Profit Equity
BEE bkl B S5 Al s
e e S S
31 December 2018 20185128 31H
Financial assets at BIBFRTEHN
floating interestrates ~ £WMEE
Cash and cash equivalents 4 REE5EY 2,845,229 (3,132) (3,132) 3,132 3,132
Restricted bank balances  XIR#IIR{T4E % 527,542 (581) (581) 581 581
Structured bank deposits A& IR 177751 1,037,900 (512 (512) 512 512
Financial liabilities at ERBFRTEHN
floating interestrates ~ £RAR
Bank and other borrowings  $R1T R A A fE % (1,280,500) 2,802 2,802 (2,802) (2,802)
Total (decrease)/increase &3t (H4),/#n (1,423) (1,423) 1,428 1,423
Foreign exchange risk
HNEE LB
-10% +10%
Carrying
amount Profit Equity Profit Equity
RmEE A B S5 Al e
' ! ' ! ' [ ]
31 December 2018 201812831 H
Monetary assets EWEE
Cash and cash equivalents B4 NIE&ZEY 665,606 64,793 64,793 (64,793) (64,793)
Restricted bank balances ~ ZR &I THE 47,730 4773 4773 (4773) (4773)
Trade receivables W E FERZ 117,411 10,569 10,569 (10,569) (10,569)
Other receivables H A YRR 2,787 276 276 (276) (276)
Amounts due from JE MR B T 30A
related parties 112,684 7,888 7,388 (7,888) (7,888)
Monetary liabilities EueE
Trade payables ERESER (400245)  (38,612) (38,612) 38,612 38,612
Other payables HiERER (1,013) (101) (101) 101 101
Borrowings {5k (1,100357)  (99,140) (99,140) 99,140 99,140
Amount due to a related party & i —4 BB 77 5B (4,668) (350) (350) 350 350
Total (decrease)/increase &3 (F4) /110 (49,904) (49,904) 49,904 49,904
Profit represents consolidated profit post i M 15 bR B 12 B O
tax; equity represents total equity, B ERIEEREE
including non-controlling interests. BRI SR -
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For the year ended 31 December 2019

(BREEEBEI FTESBHUARBTILAEN) HE2019F 12831 BIEFE

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.

3. MBEMREE)
3.1 MBEREREE)

(b)

FERR

FE U E 5 K E i B UK AR 5K -
ERER - EUERE — 81T
AHER - B RIASERE
Y ZREIRITER BB
MRITER  BAREER
EARHBEHFAHLMEER
w2 BT A K U R B
FENEREALAEERNS
BEEEFERRFENR
= IKE o

AREBEHYEEARTHES
FRREREE — RITERL
ERAENEAEERR -
Ty R F R B0 7 RN E
BRITHEAMPRE EHIR
TRBHZEFRTEL - EE
ERMTERARERSY
FHIEBOMELETMEAN
B8 e

AEBEARERF AYE
EERBRERNEE  KN&E
BB B R 7 AR AR SR AN AR
ETE AW BIEEET © It
Sh - REBREREHREF
B #% & & U Bk SX A0 AT (@ Uy
1 DATELR BT AT g [ 5RO
fEHFE R ERE -
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A SRIAARE T T REM)

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Credit risk (continued)

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.

3.

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE

M EEEEE)

31 BEEREREZEE)
b) EERRE)
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BEABHNOEE  WREF
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AEBERHREBHNEE
B AR E 40 R b B ) 46 T RR
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AT EIZ
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(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. MBRAMER )

3.1 Financial risk factors (continued) 3.1 BBEKRERE)
(b)  Credit risk (continued) (b) EERRE)
(i)  Trade receivables (continued) () FEREZR(E)
On that basis, the loss allowance as at 31 BIE i E2E - 722019
December 2019 and 31 December 2018 F£12 A31 B k20184
was determined as follows for trade 12A31BHEWE S
receivables: R EEREEEN
T~
Lessthan More than More than More than
1 year 1 year 2 years 3 years Total
DR1E BB1E BB2E BBIE At

| 5y
31 December 2019 2019412 831H

Gross carrying amount 4285 & & 1,206,404 16,734 14,859 29,870 1,267,867
Expected loss rate  JEHAIB AR 1.44% 45.37% 80.63%  100.00% 5.27%
Loss allowance EiERE 17,419 7,592 11,981 29,870 66,862

Lessthan  Morethan  Morethan  More than
1 year 1 year 2 years 3 years Total
PRI i1 F B2 F B3 F &
! ' ! ! |
31 December 2018 2018412 A31 H

Gross carrying amount 42 fEHE & 655,984 23,205 14,359 26,242 719,790
Expected lossrate  FEHAIEL & 1.58% 42.74% 78.66%  100.00% 8.04%
Loss allowance EiERE 10,385 9,917 11,295 26,242 57,839
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FIASEHUARKTILAERMN) #HZE2019F12A31 HIEFE

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Credit risk (continued)

(i)

Other financial assets (excluding trade
receivables)

Other financial assets include other
receivables, loan receivables, debt
instruments measured at FVOCI and
amounts due from related parties.

The Group uses three categories for other
receivables which reflect their credit risk
and how the expected credit loss
provision is determined for each of those
categories. The Group accounts for its
credit risk by 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:

3.

For the year ended 31 December 2019

MBRRER®)
B EBREE (&)
FERR(E)

3.1

(b)

(i)

HttzMEZE(TEE
K E 5 RR)

Rt % BEE BIER
HEUARR - BB -
RARBENEARS
B3 AR ftrh A ez
{5 T A R MBI BB

A -

AR ER 18 S H At B MR X
=A% h R EA(S
R & EE S ERIR
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A - AEBREEER
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FINANCIAL RISK MANAGEMENT (continued) 3. MBEEREE#)

3.1 Financial risk factors (continued) 3.1 BMKREBEZEE)
(b)  Credit risk (continued) (b) EERRE)
(i)  Other financial assets (excluding trade (i) Bte@EBEE(TEIF
receivables) (continued) EWEZR ) (&)
Basis for recognition Expected
Group definition of expected credit credit
Category of category loss provision loss rate
Hhl SEHEERINES BREHREERX HHEE
BENEE =P
1 O 5
Stage one Customers have a low risk of 12 months expected credit 0%-5%
default and a strong losses. Where the expected
capacity to meet lifetime of an asset is less
contractual cash flows than 12 months, expected

losses are measured at its
expected lifetime

F—BE FRENEBRREEARE REKI12EANEHREE 0%-5%
R NBITEHNRER BX - HRTEER(E
FEB D128 A K
BE  RHBEXRERE
B2
Stage two Receivables for which there is  Lifetime expected credit 5%-30%
a significant increase in losses
credit risk since initial
recognition
FEMEE BERAERLEERAREE BEAFEHANEHREE 5%-30%
2 e e W AR X =P
Stage three  Receivables for which there is  Lifetime expected credit 30%-100%
credit loss since initial losses
recognition
E=PEER BEREAERBEAFEERLS EREAFEHANEHREE 30%-100%
B & L BR 3R =P
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For the year ended 31 December 2019

(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

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 2019, the Group
provided for expected credit loss provision
against other financial assets as follows:

31 December 2019

2019F12H31H

Other receivables oA e R
Loan receivables EKRER
Debt instruments RARBEFEAR

measured at FVOCI B AR E
Wz BB TH
Amounts due from related  FEUL B8t 5 28

parties

As at 31 December 2018, the Group
provided for expected credit loss provision
against other financial assets as follows:

31 December 2018

2018412 A31H

Other receivables Hih R
Loan receivables RKRER
Debt instruments BARBEAEEH
measured at FVOCI ZE AR MERA
Wz EHIA
Amounts due from JE Uk B 5 3B

related parties

234  China Oriental Group Company Limited ¢ /B3 75 & 12 R% A BR A 7)

3. HMEBEMREEE)
3.1 MERBEEE)
(b) FEEREE)
(i) EtemZE(TEE
EWEZ R (&)
2019612 8318 -
AEBERHEMERMEE
IR E R AR EE
R :
Carrying
amount
Gross Expected (net of
Expected carrying creditloss impairment
loss rate amount provision provision)
BHEE IREEGIR
FHELR HARE{E BABE RERE)
RMB’000 RMB’000 RMB’000
ARBTT AR®TR AR¥Trn
37.23% 533,434 (198,621) 334,813
3.56% 1,258,791 (44,791) 1,214,000
0.00% 95,471 - 95,471
0.00% 127,544 - 127,544
2,015,240 (243,412) 1,771,828
201812 8318 -
AEBERHMERMEE
BWIEHE SR AR E
R
Carrying
amount
Gross Expected (net of
Expected carrying credit loss impairment
loss rate amount provision provision)
HHEE REEGR
FRHEE LK BREE BREE HERE)
RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARETRT
53.60% 379,729 (203,516) 176,213
5.56% 805,119 (44,791) 760,328
0.00% 66,376 = 66,376
0.00% 185,906 - 185,906
1,437,130 (248,307) 1,188,823
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For the year ended 31 December 2019

(Alllamounts in RMB thousands unless otherwise stated)
(B=BERPI MAESRGAARE T T REM) #HE2019F12A31HILEFE

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.

Less than
1 year

15K

3. UWKEMERE#)

3.1

Between
1and

2 years
1Z26F

BREREE(E)

(c) HEBELEMR
AEENRBESRAKREB
H“EFEATRRe MR EE

W ARERRITEERE
12 o

TREAKEEHAGBND
- BEEBEEHNIHA
MFSRHR  BERAEED
B ERE ) BIR AR o R AP
ENSBRROENRTRRA
ERE - BR12EARNEH
MEREE  AMRTEETK
SEHRBFNERMEREE

Between
2 and Over
5 years 5 years Total
2Z5% 5F L &5t

At 31 December 2019  A2019%12H31H

Borrowings &3k 4,579,905 533,127 728,572 57,000 5,898,604
Interests payable BRI FIE ()
on borrowings (i) 144,794 45,117 35,466 10,156 235,533
Trade payables BB ZERK 5,048,774 - - - 5,048,774
Other payables Hitb e BRRR 1,286,745 - - - 1,286,745
Amounts due to FE{ BB 75 3R
related parties 48,047 - - - 48,047
Lease liability HEER 15,155 13,761 15,858 61,042 105,816
Derivative financial TESMTA
instruments 16,859 - - - 16,859
11,140,279 592,005 779,896 128,198 12,640,378
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(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. BKRAREE#E)
3.1 Financial risk factors (continued) 31 BiEKREZEE)
(c) Liquidity risk (continued) () HBESRAKE)
Between Between
Less than 1and 2 and Over
1 year 2 years 5 years 5 years Total
1FR 15224 2% 54 5FME &5t

At 31 December 2018

Borrowings
Interests payable
on borrowings (i)
Trade payables
Other payables
Amounts due to
related parties
Derivative financial
instruments

M2018F12H31H

(i) The interest on borrowings is calculated
based on borrowings held as at 31

respectively.

N 2,603,357 162,000 = - 2,765,357
EFRIERTFS ()
68,425 6,434 = = 74,859
FERTE ZER 4,157,453 = = - 4,157,453
Hfth A BR X 821,509 = = = 821,509
& 1< B 5 7R
59,118 = = = 59,118
TESBMIA
15,778 = = = 15,778
7,725,640 168,434 = - 7,894,074
() f&RAER2019F &
201812 A31H#IF A
December 2019 and 2018 without taking NEREFE - TEREAR
into account extension or refinancing of RIEHSETEESE
the borrowings in future. Floating-rate Ko R B R R 5 R
interest is estimated using current interest 20194 K 2018 12 A
rate as at 31 December 2019 and 2018 31TEMERFERMEE -
32 EsEKER

3.2 Capital risk management

The Group’s objectives when managing capital are to
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
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue
new shares or sell assets to reduce debt.
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3. FINANCIAL RISK MANAGEMENT (continued) 3. MBEEREE#)

3.2

3.3

Capital risk management (continued) 3.2 EsEMEE (£
The Group monitors capital on the basis of the debt- REBZIREEBEE AN REEE
to-capital ratio. This ratio is calculated as total debt BARARN o %L R S E IR AEZERR DA
divided by the total capital. Total debt includes current BN o (BIHAEBIERE NIER
and non-current borrowings, lease liabilities and loans }ER HEEELRBEHATER -
from related parties. Total capital includes non-current BERBIEIERBER - IERHHE
borrowings, non-current lease liabilities and equity EEELAGERARRERERE
attributable to owners of the Company. RRELS ©

2019 2018
[ | [ |
Total debt BIAAEER 6,041,455 2,789,288
Total capital BE IR 20,911,041 17,569,586
Debt-to-capital ratio BIREE ALY R 28.89% 15.88%
Fair value estimation 3.3 AREEME
The table below analyses financial instruments carried TREBHEBEEDTRAABER
at fair value, by valuation method. The different levels EMNEMTE - NRLAAED
have been defined as follows: T

. Quoted prices (unadjusted) in active markets for

HREEXBEREEDS

identical assets or liabilities (level 1). B CREEAR)(FE18) -

e Inputs other than quoted prices included within e BRBEEREFILMIFEIN -
level 1 that are observable for the asset or BESBEMOFESE=RFEE (AN
liability, either directly (that is, as prices) or E1%) k5 (AR B ERE)
indirectly (that is, derived from prices) (level 2). BB AER (FB24) °

o Inputs for the asset or liability that are not based o WIER B B EmiE &R m
on observable market data (that is, BETHNEENBEENBAEL
unobservable inputs) (level 3). BN B R a5 A B R

(B34) -
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3. FINANCIAL RISK MANAGEMENT (continued) 3. BXEREE#)
3.3 Fair value estimation (continued) 3.3 AREEMEE)

The following table presents the Group’s assets and
liabilities that are measured at fair value as at 31

TREJNAREER20194F 12 A 31
AX&2018F 12 A31 BIE AR EBE

December 2019 and 31 December 2018. FrEMBEERARE-
Level 1 Level 2 Level 3 Total
FE1R FE28K B3R =1

At 31 December 2019

N2019512831H

Assets BE
Financial assets at fair value BRARBEFERREES)
through profit or loss FTABRERZ
(Note 17) SREE (MFE17)
— Money market funds — EBmMEES 897,667 = = 897,667
— Financial investment — SREEER
products - - 840,687 840,687
— Bond market funds — BEFmEES 135,359 - 206,669 342,028
— Investment funds —REES 101,601 - 431,033 532,634
— Listed equity interests — ETR R 400,259 - - 400,259
— Listed bond investments — FTHESKRE 546,123 - - 546,123
Financial assets at fair value BARBEAEEEE
through other comprehensive st AE MR &Mz 2
income (Note 16) SREE (FE16)
— Debt securities — BBES 95,471 - - 95,471
— Equity investments — RERE 327,699 - 327935 655,634
Structured bank deposits R IESRTTIE R
(Note 24) (PBffzE24) - 900,000 - 900,000
Notes receivable — bank RWEE — RITAR
acceptance notes (Note 22) fE 2 (f3E22) - - 1,517,684 1,517,684
Derivative financial instruments  {T& 4@ T A
— Trading derivatives —BEMMETH 2,513 = = 2,513
2,506,692 900,000 3,324,008 6,730,700
Liabilities 8%
Derivative financial instruments ~ $T4 £ & T &
— Trading derivatives - BEATA 14,606 2,253 - 16,859
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For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

At 31 December 2018 R2018F12A31H
Assets BE
Financial assets at fair value BARBENERRE
through profit or loss (Note 17) st AR 2
SREE (ME17)
— Money market funds - BE¥mZES
— Financial investment — SRREER
products
— Bond market funds —E5mEES
— Investment funds —REES
— Equity investments — RERE
— Listed equity interests — CiikiEREs
Financial assets at fair value BAREEFEAEE
through other comprehensive st AEMARE KRR
income (Note 16) wREE (MiE16)
— Debt securities — BBES
— Equity investments — RERE
Structured bank deposits HEEMRITER
(Note 24) (PfzE24)
Notes receivable — bank JEWZEE — RITERR

acceptance notes (Note 22) b 2 (P 3k 22)
Derivative financial instruments T4 & BT A

— Trading derivatives — BEE{TETIR
Liabilities afE
Derivative financial instruments ~ #74£ g T A

— Trading derivatives —BEMAETER

For the year ended 31 December 2019, the Group
transferred certain equity investments of financial
assets at fair value through profit or loss from level 3
into listed equity interests of level 1 as counterparties
for the investments made initial public offering on the
main board of The Stock Exchange of Hong Kong
Limited and became listed. This results that there are
quoted market prices in an active market to reflect the
fair value of the investments.

3. UHEREEE)

3.3

Level 1
R

AREEMEE)
Level 2 Level 3 Total
FE28H EIH &5t

4,863,936 = - 4,863,936
= - 1,211,991 1,211,901

30,725 = 199,826 230,551

= = 208,028 208,028

= = 243,120 243,120

52,737 = = 52,737
66,376 = = 66,376

= = 421,000 421,000

- 1,000,000 - 1,000,000

= - 1,364,128 1,364,128

2,157 = = 2,157
5,015,931 1,000,000 3,648,093 9,664,024
707 15,071 = 15,778

HE2019F 12 A1 HILFE » &K
SEBEZEAAEBEFZEBEHEE:
ABRRZEMEENS TRER
BERFIREREEARN TR
s ARRENHFAINES
AR SAR AR ERETENX
NHEE  WELLT - WERE
SERTIS A MIHHME ] RMRIEER
DAEE -
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3.

240

FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (continued)

3.3.1 Fair value measurements using quoted

prices (Level 1)

The Group’s trading fund investments, classified
as level 1 financial assets, are the money market
funds acquired from certain financial institution
whereby the Group is expecting to earn short-
term gains from the funds. The fair values of the
trading funds are determined based on the
quoted market prices at the balance sheet date.

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
sell these assets. The fair values are determined
based on the quoted market prices at the
balance sheet date.

The Group’s investments funds, classified as
level 1 financial assets, mainly invest in equity
financial instruments with high liquidity whereby
the Group is expecting to sell these assets. The
fair values are determined based on the quoted
market prices at the balance sheet date.

The Group’s listed equity interests investments,
classified as level 1 financial assets, are shares
of companies listed on the Shanghai Stock
Exchange, the Shenzhen Stock Exchange, The
Stock Exchange of Hong Kong Limited and the
New OTC (Over the Counter) Market. The fair
values are determined based on the share
prices at the balance sheet date.

The Group’s listed bond investments, classified
as level 1 financial assets, are the corporate
bonds issued on the main board of the
Shanghai Stock Exchange and the Shenzhen
Stock Exchange. The fair values are determined
based on the quoted market prices at the
balance sheet date.
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For the year ended 31 December 2019
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

The Group’s debt securities investments,
classified as level 1 financial assets, are
investments in debentures with fixed interest
rate ranging from 3.25% to 7.88% per annum
and maturity date between March 2020 and
June 2022. The fair values are determined
based on the quoted market prices at the
balance sheet date.

The Group’s derivative financial instruments,
classified as level 1 financial assets, are the
manganese-silicon future contracts entered into
by the Group and certain financial institutions.
The fair values are determined based on the
prices on the Zhengzhou Commaodity Exchange
at the balance sheet date.

The Group’s derivative financial instruments,
classified as level 1 financial liabilities, 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.

3. FINANCIAL RISK MANAGEMENT (continued) 3. HMEBRRERE#®)
3.3 Fair value estimation (continued) 3.3 AREEMGE(E)
3.3.1 Fair value measurements using quoted 331 KAREFTELAAEE(EN
prices (Level 1) (continued) ) (&)

REBERBEEIFIRE (D
BREIREREE) HENT
3.25% £ 7.88% 1) [& & F H
EE B R EH B N T 2020 F
SAZE2022F6 AMESRZ
"E - ARBENEEER
FiskmEEE °

AEETESRIA(DER
FIReREE) AAEEE
ETEREBRI L ZEY B
E6H - nREBENREER
B &N X 5 P (B AR
BT -

AEBENITAESRTE (DR
REIREHEE) RAEH
HETEREER L #HE
ABMBEEHN - AABENIR
HBERRFMEHRERSH
MERETE -
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3.

242

FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (continued)

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 US$ 3
months LIBOR and BFIX EUR/USD. Principals
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 and BFIX EUR/USD (Note 24).

The Group’s derivative financial instruments,
classified as level 2 financial liabilities, are the
foreign currency forward contracts entered into
by the Group and certain financial institutions.
The fair values are determined using forward
exchange rates at the balance sheet date, with
the resulting value discounted back to present
value. The foreign currency forward contracts as
at 31 December 2019 comprised contracts with
notional principal amounts totalling US$5.0
million (equivalent to approximately RMB34.89
million).
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

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
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 vyield
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 vyield rates
which are an unobservable data.

3. FINANCIAL RISK MANAGEMENT (continued) 3. HMEBRRERE#®)
3.3 Fair value estimation (continued) 3.3 QAREEME#E)
3.3.3 Fair value measurements using significant SBI3FHEARTABEHABZ
unobservable inputs (Level 3) AREETE(EIR)

AEENEBREER (DR
RFEIREREE) BRITR
ERBET - RFEMZEN
RERTRIEFETRE -
RITBTZEREIERER
EEMERESFMS - 55
BOIZERIERENES
RWARERN T » % FE m
A S K @I EER - %
EFEMTAEER  B®TH
AP A EETIE
REAREREAEE £
2R ABESEHREHRE (K
AEBEHE) -

AEBENELFMSESRE
(PERFEIRTREE) X
ERENESR - 2RBET
ERMERRREAETE
TEHAREAER KSR
(THEREE) -
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3. FINANCIAL RISK MANAGEMENT (continued) 3. H¥RRER®)
3.3 Fair value estimation (continued) 3.3 QAREEMT#E)
3.3.3 Fair value measurements using significant SBI3FHEARTUBEHABZ

unobservable inputs (Level 3) (continued) AREEE(FEIRN)(E)

Fair value
as at
31 December Valuation Unobservable Range of Relationship of
Description 2019 technique inputs inputs unobservable inputs to fair value
R2019%F
124318 TARE BABE
R ZAABE HERD BARE gE FTABRBABBENLEEZBR

Financial Investment 840,687 Discounted Expected 2.8%-7.0% A change in the yield rate by 100 basis
products cash flow yield rates points would increase/decrease the
fair value by approximately RMB8,014,175

FRREEM BRESR  BHkEX Wi = ZH 1005 - BEALEE
/B HARES 014,175 T

Bond Market funds 206,669 Discounted Expected 1.6%-6.6% A change in the yield rate by 100 basis
cash flow yield rates points would increase/decrease the

fair value by approximately RMB1,985,293

BAEMEES BRESR  BHkEX Wi = 2B 1005 - BEALEE
i/ WK AR 1,985,293 7T

Notes receivable - 1,617,684 Discounted Expected 3.25%-3.65% A change in the discount interest rate by 100
bank acceptance cash flow discount basis points would increase/decrease the
notes interest rates fair value by approximately RMB14,670,701
B ERE - BERAER  RHERMNE HERFEEB 1008 - HEALEE
ROTEALER B0/ mOHARE 14,670,701 T

AEENEMCEREE (B

The Group’s other financial assets, including

investment funds and equity investments are
mainly related to debt and 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,

RERG RRERE) T EHE
B RESREERR - %
SHREVETMEREDHH
MISRE - A BELER
HERMN(RREMRRERE
ARALEHEEE - T2
MR BEHABERRR
HEEMRE - BRER
AxE -maE  mikX - K

Bt RIS RA T E

o

volatility, lack of marketability discount and etc..

4

34 REBERAFTEZERMEER
BEBZAREE
The fair value of the other financial assets and liabilities rEBNEMEREERBENA

of the Group are disclosed in the relevant notes of R EEREERZS TS REZAAEM
these financial statements. S

3.4 Fair value of financial assets and liabilities
measured at amortised cost
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For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

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.

(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.

4.

BS54 at R H

fEt RA RS EN G YREBHE
REBMEMEARETRHEN G BRE
BRABRTHESAENERKE Y
TBH -

RE B SRR HE - At RRER -
PSR & AT HIE R ARt EEE - R
SHABKRERER - RARBREHT
A BRFEENEERABENREEED
EAHENHE - At RIRRFwET ©

(a) BEXRRHEMEWERRZREE

EEERAREERR((RUGFE
/K] TERHE E SR N E U AR
KZRE - BRI ERERKLEAMRE
Y B SR B RE T AR I B 3 B T 3R
ARRB L RELE R EEFE - &
RIFEERE R E h FE YR A& R
EERRRSEAESETHE -
EEEBREELERER LEE
AN ZBEBEE - TERER
REMBRETE RERERHEE

(b) EMRIELFEH

RHE - B2 R 5 M EHFHIA
ERKEHBANEE - AEEARK
FERRE BREMERSINRIR - R
REFARRBEZEENR(E ©
ZEZHNREBBERBRIC
BNEBETR AHEZEerER
BRAETEBENE I MERERSER
BEKMAE -
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4.

246

(%)

A SRIAARE T T REM)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(c)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

Current and deferred income taxes (continued)

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.

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:

. growth rates to extrapolate revenue and cash
flows within and beyond the budget period;

. gross margin; and

o discount rate.

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(d) 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.

5. SALES AND SEGMENT INFORMATION

(a)

Sales

The Group is principally engaged in the manufacture
and sales of iron and steel products, trading of steel
products and iron ore and real estate business. Sales
recognised for the years ended 31 December 2019
and 2018 were as follows:

For the year ended 31 December 2019

FBESREAARETIREM) HZE2019F12A31HIEFE

4. BARSEHATRHE @)

(d FEUTSRFEE

FERERFERBEEBKBIET
B ET EERMEFT AR AR R IHE
Fx - ZE M DRBEREERD
BT ESEMBERLUEEE
m BB MESL

5. HEBERIBER

(a)

HESH
AEBEFENERERHEENEE
m - HEERREERESURE
HEZE - B 220194 K 20184
12831 B ILFEEHRANEER
o

2019 2018

Sales SHERE
— H-section steel products — HAHHE SR
— Iron ore — HEA
— Strips and strip products — A KA E
— Rebar — B4
— Sheet piling — RS
— Billets — S
— Cold rolled sheets and — RELIR R IEFEIR
galvanised sheets
— Real estate — FEiE
— Others — Hfth

Annual Report 2019 ¢ — =T — L F R

12,084,633 12,440,612
10,986,474 3,345,394
8,069,055 11,554,034
4,539,062 7,318,931
2,863,994 2,158,645
1,707,982 1,120,929
1,360,682 1,412,960
104,549 194,222
1,297,793 1,236,575
43,014,224 40,782,302
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5.

248

SALES AND SEGMENT INFORMATION

(continued)

(b) Segment information

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

Based on these reports, the chief operating decision-
maker considers the business from a business
perspective. From a business perspective, the chief
operating 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 operating 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 (Continued)
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

5. SALES AND SEGMENT INFORMATION 5. HEERIMBER®)
(continued)
(b) Segment information (continued) (b) DEBERE)
The segment information provided to the chief RERNRED IR T EFEEER
operating decision-maker for the reportable segments BARDEERI 2T -

for the year was as follows:

Year ended 31 December 2019
HZE2019F 12831 HIEFEE

Iron
and steel Real estate Total

£t 854 EihE a5
[ [ | | |
Revenue WA 42,909,675 104,549 43,014,224
Segment results: DERHELE -
Operating profit REER 4,066,976 16,696 4,083,672
Finance costs — net BAFERCAR — JF R (64,042) (5,540) (69,582)
Share of results of associates ~ FEIGEEZE AT R —HE& %

and a joint venture LS 50,704 - 50,704

Profit before income tax B P15 %5 B A 4,064,794
Income tax expense FriS%i & A (797,869)
Profit for the year FERF 3,266,925
Other profit or loss items HiigxEE
Depreciation and amortisation 78 M # §4 1,195,399 1,492 1,196,891
Capital expenditure EAREX 4,293,022 452 4,293,474
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REEEREIN FIBESEHIUARETTREN) BZE2019F12 A1 BILFE

5.

250

SALES AND SEGMENT INFORMATION 5.

(continued)

(b) Segment information (continued)

HEBER D HES (&#)

(b) ZHEERE)

Year ended 31 December 2018
HZE2018F 12 A31 BILFE

lron
and steel  Real estate Total
0] 57 E i EE A5

Revenue ON
DERELE
B RA

BATERRAR — HEE

Segment results:

Operating profit

Finance costs — net

Impairment loss on
investment in an associate

Share of results of associates
and a joint venture

EAI=R RS

REE

BR BT 1S Bt ALt 7
PISHEHR
FEBR
HiRmEE
E R H
BEXRX

Profit before income tax
Income tax expense

Profit for the year

Other profit or loss items
Depreciation and amortisation

Capital expenditure

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, right-of-use assets, investment
properties, intangible assets, investment in associates
and a joint venture, loan receivables, 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.

Segment liabilities are those operating liabilities that
result from the operating activities of a segment.
Segment liabilities consist primarily of deferred revenue,
amounts due to related parties, trade payables,
contract liabilities, accruals and other current liabilities
and lease liabilities.
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838,407 6 838,413

DEVEETI D BN R LR E
REBE - DHBEHRAEER
BERPEREHZBOEBEBR
EE nHEETERREMEELM
REmERE WX BEEX
B EREEE REWE B
BE RBEEARNR-—REEDLE
ZERE - REER  BRTMEE
HEME - AR REREM
MR - 78 - BB BIR -
FEURREE T 5R0R - EIER - RIR
BIRTTEBR IR RIREEED

DERETD KRR
MELEaE DHEETERREER
SEWA ~ FENBREE T 708 - BN E
R ANAE  BREARAE
foRBaErREERE -



Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

5.

(continued)

SALES AND SEGMENT INFORMATION 5. SHEBERITER (&)
(b) Segment information (continued) (b) DEBERE)
The segment assets and liabilities as at 31 December 2019F 12 A31 HM D FEE K&
2019 were as follows: BENT :
Iron
and steel Real estate Elimination Total
e EibE 85 =Ei

Segment assets DEEE 28,153,021 779,713 (354,311) 28,578,423
Segment assets for WMEDP BN HEE
reportable segments 28,578,423
Unallocated: RAH :
Deferred income tax assets ~ BEPTETHEE 278,838
Financial assets at fair value AR BEGEEHEH
through other comprehensive st AE 4R A IR 2
income TREE 751,105
Financial assets at fair value ~ 1RARBEIEBEEE
through profit or loss FABRRZEREE 3,559,398
Derivative financial instruments  £74& 48 T & 2,513
Structured bank deposits EREEIRITER 2,200,100
Prepaid current income tax ~ FE{T & HBFTIS L 36,864
Total assets per balance sheet BEEBERNNBEE 35,407,241
Iron
and steel Real estate Elimination Total
e Bt E 15 88 &5t

Segment liabilities PHEE 9,034,917 536,661 (354,311) 9,217,267
Segment liabilities for WENHODDAE

reportable segments 9,217,267
Unallocated: RAH
Current income tax liabilities & HFTERH & & 411,828
Current borrowings ENE K 4,579,905
Non-current borrowings JEREER 1,318,699
Derivative financial instruments {74 &8 T A 16,859
Dividends payable FERTRR B 7,041
Deferred income tax liabilities  iEIEFTSH & & 32,147
Total liabilities per balance sheet EE B EXRNHEAE E 15,583,746
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

5. SALES AND SEGMENT INFORMATION 5. HEERSBER E)
(continued)
(b) Segment information (continued) (b) oEHER(E)
The segment assets and liabilities as at 31 December R2018F 12 A31 HM D IWEER
2018 were as follows: BEMT :
Iron
and steel  Real estate  Elimination Total
i 21 b E HiH B
| | | | | |
Segment assets PHEE 19,263,674 784,124 (77,179) 19,970,619
Segment assets for WED IR D IAEE
reportable segments 19,970,619
Unallocated: ROE :
Deferred income tax assets ~ EZLEFTSHEE 270,989

252

Financial assets at fair value A EE 2 AHE
through other comprehensive 5t AR AR & a2

income SREE 487,376
Financial assets at fair value AR BETE B H&E S
through profit or loss STABRRIGREE 6,810,363
Derivative financial instruments $7T4£ g T A 2,157
Structured bank deposits EEMRITER 2,037,900
Prepaid current income tax T & EAFT1SHE 29,176
Total assets per balance sheet BEAGBERAREELE 29,608,580
[ron
and steel  Real estate  Elimination Total
i) b E i BT
| | | [/ | |
Segment liabilities AHEE 7,775,971 355,296 (77,179) 8,054,088
Segment liabilities for WmEABHDHEE
reportable segments 8,054,088
Unallocated: ROE :
Current income tax liabilities ~ HHAFMEHEE 1,070,382
Current borrowings mEE R 2,603,357
Non-current borrowings ERBER 162,000
Derivative financial instruments $74 4 @ T E 15,778
Dividends payable FERTRR B 144
Deferred income tax liabilities  IEFEFTST & & 21,283
Total liabilities per balance BEABRANEEE

sheet 11,927,032
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

SALES AND SEGMENT INFORMATION 5. HEERIBER E)
(continued)
(c) Liabilities related to contracts with (c) EEFEXVNEHEMNEAE
customers
The Group has recognised following liabilities related AEBCHRANTEEFAAAR
to contracts with customers: HmaE:
2019 2018
./ | | |
Iron and steel 3 24 1,432,776 1,541,612
Real estate EiE 24,962 88,432
Total contract liabilities ERBERE 1,457,738 1,629,944
The following table shows how much of the revenue TREHNEZE 2019 F K 20184F 12
recognised for the years ended 31 December 2019 A31BLEFERRANKARES
and 2018 related to carried-forward contract liabilities: DELESNBEER -
2019 2018
| I
Iron and steel o 2 1,541,512 1,440,144
Real estate EihE 88,432 56,695
Total revenue LNt 1,629,944 1,496,839

LEASEHOLD LAND AND LAND USE RIGHTS 6. %+ i 1 i & F &

Before 1 January 2019, the Group’s interests in leasehold MN2019F1 A1 BRI AEEBEMHE L
land and land use rights represent the prepayment for the K+ i AR R RS S R B TR
operating lease, the net book value of which is analysed as SOE - BEBEmMEELHFOT

follows:

At 1 January 2018 R2018F1 H1H 187,311
Amortisation of leasehold land and land use rights 8 & + #f 5 + 3 {55 PR f 48 &

(Note 34) (MF5E34) (5,812)
At 31 December 2018 ®20184F 12 A31H 181,499
Change in accounting policy — HKFRS 16 SETBREE — BAEYBERELER

(Note 2.1.1(c)) £ 165 (F13E2.1.1(c) (181,499)
At 1 January 2019 R20194F1 A1H -
As at 31 December 2018, the net book value of leasehold M2018F12A31H » AAER 7B
land and land use rights pledged as security for the Group’s VEIRIMEE T Rt (FERAEZRER
borrowings amounted to approximately RMB53 million (Note FEAHDARES 3008 T (H3£29) °
29).
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7.

254

For the year ended 31 December 2019

PROPERTY, PLANT AND EQUIPMENT

Buildings

BT

Machinery

WERME

ASRIAARETIREMN) #E2019F12A31HIEFE

7. WX BERRE

Furniture
and fixtures

BORE

Leasehold

Vehicles improvements
BENF

RE %

CIP Total

EEIR CH

Year ended

31 December 2019
Opening net book amount
Addtions
Transfer from CIP
Disposal of a subsidiary
Disposals (Note 42(c)()
Depreciation (Note 34)

Closing net book amount

At 31 December 2019
Cost

Accumulated depreciation
Impairment

Net book amount

Year ended

31 December 2018
Opening net book amount
Additions

Addition from acquiring a subsidiary

Transfer from CIP
Disposal of a subsidiary
Disposals (Note 42(c))
Depreciation (Note 34)

Closing net book amount

At 31 December 2018
Cost

Accumulated depreciation
Impairment

Net book amount

HZ2019F12A31A
LEE

EYEEEE

RE

ERIREA

HE—HHBAR

HE (FriE42(0) )

e (MFE34)

FREEFE

20194512831 B

A

2itiE

HE

REFE

2,553,776 4,475,051 36,014 18,449 - 476,457 7,559,747
31,546 278,334 8,623 11,492 - 3,011,724 3,341,719
315,709 549,418 136 - - (865,263) -
- - (14) (202) - - (216)
(13,591)  (139,366) (525) (3,668) - - (157,150)
(209,482)  (932,820) (7,483) (8,261) - - (1,158,046)
2,677,958 4,230,617 36,751 17,810 - 2622918 9,586,054
4,655,229 13,562,891 146,353 71,003 - 2,635,077 21,070,553
(1,750,506)  (8,743,186)  (105,329) (49,742) - - (10,648,763)
(226,765)  (589,088) (4,273) (3,451) - (12,159)  (835,736)
2,677,958 4,230,617 36,751 17,810 - 2622918 9,586,054
Fumiture and Leasehold
Buildings ~ Machinery fixtures Vehicles improvements CIP Total
BEME
BT HERXE  BORE e xE  RRIE At

BZ2018%12831R
LLEE

EREHE

AE

WE—FEHB AN

ERIREA

HE-FEHBAT

HE (it 420)

& (i as)

EREEIE

2018512 A31R

KA

2itiTE

W

REFE

2,639,900 4,338,579 28,467 47,046 - 1,106,590 8,160,582
11,121 78,407 9,319 29,975 - 709,207 838,029

- - 271 - - - 271
141,886 1,193,297 2,464 1,693 - (1,339,340) -

- (37,587) - (1,690) - - (39,277)
(39,049 (187,623 (206)  (41,608) - - (268486)
(200,082) (910,022 4301  (16967) = - (1,131372)
2,553,776 4,475,051 36,014 18,449 - 476,457 7,559,747
4660490 13678617 146,344 94,650 1337 488616 19,070,054
(1715378) (8092,529)  (104,886)  (72.735) (1,337) - (9,986,865)
(391,336)  (1,111,037) (5,444) (3,466) - (12,159) (1,523,442
2,553,776 4,475,051 36,014 18,449 - 476,457 7,559,747
() MREZ2019F12831B ItFE

(i) During the year ended 31 December 2019, the
disposals of property, plant and equipment mainly
comprised scrapping of certain buildings and
machinery as a result of the shut-down of certain old
production line and selling of certain property, plant
and equipment which had been provided for
impairment of approximately RMB688 million in prior

years.
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

PROPERTY, PLANT AND EQUIPMENT

(continued)

Depreciation expenses have been charged to the
consolidated statement of profit or loss as follows:

W% - BERRE @

EREHEERPINROTERDT

Cost of sales SHER A
Administrative expenses TRER

As at 31 December 2019, the net book value of property,
plant and equipment pledged as security for the Group’s
borrowings and notes payable issuing amounted to
approximately RMB8 million (2018: RMB645 million) (Note
29).

For the year ended 31 December 2019, borrowing costs
amounted to approximately RMB49 million (2018: RMB2
million) were capitalised in the cost of property, plant and
equipment at an annual average capitalisation rate of
approximately 4.59% (2018: 3.60%). These property, plant
and equipment were mainly new blast furnaces and
converter furnace under the Group’s equipment upsizing
projects.

LEASES
(@) Amounts recognised in the balance sheet

The balance sheet shows the following amounts

2019 2018
1,125,326 1,103,900
32,720 27,472
1,158,046 1,131,372

MR2019F 12 A31H » AREEER L
BOIRNERERBZUE  BEEHK
B2 REFELHARBS00E Tt (2018
F: ANR¥6.451E7T) (FisE29) »

HE2019F 12 A31HILEFE » 5K
AHARE 40008 7T (20184F : AR
200B L) ERFEFHERNLLEELY
4.59%(20184F : 3.60%) &AL A¥I%
REREFEOKAR - ZEWE - BE K
RBEEFEAAEEEEFHEARAIEE TH
=B N EE o

HE
() REERERBEIANEH
BERBRIN NIEBESBH

relating to leases: B
1 January
2019 2019
20194
1A1H
1 [ )
Right-of-use assets EREEE
Leasehold land and land-use rights () & £ b & T 15 F#E () 255,724 266,823
Buildings B 22,718 —
278,442 266,823
Lease liabilities HESE
Current Eh 15,155 3,622
Non-current JERED 90,661 81,702
105,816 85,324
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(B=E BN

8. LEASES (continued)

(@) Amounts recognised in the balance sheet

(continued)

For the year ended 31 December 2019

ASRIAARETIREMN) #E2019F12A31HIEFE

8. MHE&#)

(a)

()  The Group has land lease arrangement with
Mainland China government. The Group’s
leasehold land and land use rights are all located
in the PRC and of which amounts of
approximately RMB176 million own land

certificates.

As at 31 December 2019, the net book value of
leasehold land and land use rights pledged as
security for the Group’s borrowings and notes
payable issuing amounted to approximately

RMB25 million (Note 29).

Additions to the right-of-use assets during the year
end 31 December 2019 were approximately

RMB29,387,000.

(b)

profit or loss

Amounts recognised in the statement of

The statement of profit or loss shows the following

amounts relating to leases:

Depreciation charge of
right-of-use assets
Leasehold land and land-use rights
Buildings

Interest expense (Note 36)
Expense relating to short-term
leases (Note 34)

The total cash outflow for leases (including short-term
leases) during the year end 31 December 2019 was

approximately RMB22,735,000.

256
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REESBERBERANSEE)

() AEESEFEKERFNSETAE
THHETE AEEHHE
B i & 4 5 2 30
MRFE HfFHARE
1.76 B THEE LIHESE -

201912 A31H B &
EEERRETENZEM
L ERFZEAE LRt
HEAEREFENARE

e —

2,500& 7T (f13E29) -

HE2019F 12 A31 HILFEE » iR
EFAEEEL AR 29,387,000
7T|: o

(b) REZRERNSE
BaRINTTHNEBESENS
2019 2018
| |
FRHEESERENX
THE 13t N A 3th 5 FA 4 11,099 =
BF 6,669 =
17,768 =
FMEEBA (ME36) 4,790 -
BT HHEERENER
(Ff5E34) 8,051 -

NE E2019F12A31B 1L E
A HERSRDEE(BIERES
HE) N AREE22,735,0007T °
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

INVESTMENT PROPERTIES

The investment properties are located in the PRC and their
net book value are analysed as follows:

Year ended 31 December 2019

REYE
RAMELNTE - REEEEEN T
T

BE2019F12 31 BIEEE

Opening net book amount FHREFE 187,184
Depreciation (Note 34) & (MIzE34) (8,608)
Disposal e (52,909)
Closing net book amount FARREFE 125,667
At 31 December 2019 A 2019412831 H

Cost (D% 149,318
Accumulated depreciation 2EITE (23,651)
Net book amount BREDFE 125,667
Year ended 31 December 2018 BZ2018F12 A1 HILFE

Opening net book amount FHREFE 238,920
Transfer from completed properties held for sale B 52K B35 /E & Yy 2sE A 5,663
Depreciation (Note 34) & (MfI5E34) (11,530)
Disposal k= (45,759)
Closing net book amount FARREFE 187,184
At 31 December 2018 A 2018412431 H

Cost AN 208,077
Accumulated depreciation REHiT e (20,899)
Net book amount BREDFE 187,184

Amounts recognised in consolidated statement of profit or
loss for investment properties included:

Rental income from operating leases KEHE 2 HeRA
(Note 33) (FF5E33)

Direct operating expenses and BEELERARINE
depreciation

REHBRRARRENEERNEE
B

(Losses)/gains on disposal of investment H&E&REWE 2 (E8) k=

property (Note 32) (HF3E32)

As at 31 December 2019 and 2018, the Group had no
significant contractual obligations for future repairs and
maintenance of the investment properties.

As at 31 December 2019, the Directors estimated that the
fair value of the investment properties was approximately
RMB257.8 million (2018: RMB416.3 million) based on the
prices in the active market.

2019 2018
O

10,645 15,783

(8,608) (11,530)

(7,017) 2,529

(4,980) 6,782

R2019F 2018 12 A31H » A% H
WEMREEDWENBEREERREESE
EREKFEE -

R20195 12 A31H - EEMRBER
KRBTSR ERGTIREMENDR
BEHARE25781ETL(20184F : AR
#A1631E7T) °
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

10. INTANGIBLE ASSETS 10. BLEE
Unpatented Patented Production
technology technology Software capacity (i) Goodwill Total
FEZ R i ERF AT B4 =3 0) EE &%
! | | | | | | |
Year ended HZ2019F
31 December 2019 12A31ALLEE
Opening net book amount 4 #7)8E [l F & 40,304 7,406 1,642 - 80,295 129,647
Additions NE - 5,000 24,761 892,607 - 922,368
Amortisation (Note 34) #aH (M s4) (10,076) (1,601) (792) - - (12,469)
Closing net book amount & R EREFE 30,228 10,805 25,611 892,607 80,295 1,039,546
At 31 December 2019 42019 12H31H
Cost (BN 80,608 14,000 27,430 892,607 87,962 1,102,607
Accumulated amortisation 23 85 K Rl{E
and impairment (50,380) (3,195) (1,819) - (7,667)  (63,061)
Net book amount BREFE 30,228 10,805 25,611 892,607 80,205 1,039,546
Year ended HZ2018F
31 December 2018 12831 ALLEE
Opening net book amount  F#8R EEE 50,380 8,531 1,571 - 33,650 94,132
Addition from acquiring  WEE— KB A A
a subsidiary byl - - 36 - 46,645 46,681
Additions NE - - 384 - - 384
Amortisation (Note 34)  #4¥ (M3 34) (10,076) (1,125) (349) - - (11,550)
Closing net book amount 4 K EE T (& 40,304 7,406 1,642 - 80,205 129,647
At 31 December 2018 201812 A31H
Cost (%N 80,608 9,000 2,669 - 87,962 180,239
Accumulated amortisation 25+ 4 M RE
and impairment (40,304) (1,594) (1,027) - (7,667) (50,592)
Net book amount BREHE 40,304 7,406 1,642 - 80,295 129,647
()  The additions of production capacity during the year () MBZE2019F12A31 BIEFERA
ended 31 December 2019 comprised the acquired ANEEREERGRASEEREXR
iron and steel production capacity for supplementing AL ik B RS s EE RE - SRR
the Group’s equipment upsizing which will be AL ST TR 8 A il sR & AK
transferred into the cost of aforesaid equipment upon PN

completion of the upsizing construction.
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

SUBSIDIARIES 11. BT

As at 31 December 2019, the Company had direct and MR2019%12 A31 H » AR &l T3 bt

indirect interests in the following subsidiaries: BARIEEEEMEERER

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
FEEES

2% ERRIMYRAS  REIHER REEAL CRARMRRA AEBA FEEB

! ' ' ' [ |

Gold Genesis Development  British Virgin Islands Limited liability 100% US$1 US$50,000  Investment holding
Limited (“Gold Genesis”) (‘BVI") company (Directly held)

21 February 2003

Gold Genesis Development ~ RE#F RS BREALH 100% 1% 50,000 REER
Limited ([ Gold Genesis ) ((RB#ERRES]) (E%HA)

2003F2A21H

Good Lucky Enterprises BVI Limited liability 100% US$1 US$50,000  Investment holding
Limited (“Good Lucky”) 21 February 2003 company (Directly held)

Good Lucky Enterprises RBRBREE BEREMAR 100% E 50,000%7C REER
Limited ([ Good Lucky]) 20032 A21H (EERE)

First Glory Services Limited ~ BVI Limited liability 100% Us$2 US$50,000  Investment holding
(“First Glory”) 16 October 2003 company (Directly held)

First Glory Services Limited ~ EB&BREHS BBEFAR 100% 2ETT 50,0007 REER
(TFirst Glory ) 20034107168 (B#FE)

Accordpower Investments BVI Limited liability 100% Uss$2 US$50,000  Investment holding
Limited (‘Accordpower”) 30 November 2004 company (Directly held)

BRREERAR RERBREE BREFAH 100% 2% 50,0007 RERR
ECA) 2004411 A30 A (B#HA)

Fullhero Investments Limited ~ BVI Limited liability 100% Us$2 US$50,000  Investment holding
(*Fullhero”) 3 May 2005 company (Directly held)

REREERAR([RE]) RBLEBRRES BRAEAT 100% ki 50,0007 REER

200565A3R (B#EHA)

Hebei Jinxi Iron and Steel PRC Joint stock 97.6% RMB228,640,000 RMB228,640,000 Manufacture and sales
Group Company Limited 24 December 1999 company with (Indirectly held) of steel products
(“Jinxi Limited") limited liability

MILEAREEERR HE RVEREE 97.6% ARK AR FERHERNEER
BRAR(TEAME]) 1999612 A 24 B AT (BfERE) 22864000070 228,640,000
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

11. SUBSIDIARIES (continued) 11. B AT (&)
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
REEELS

am EMRULERAE ATERER ERASL ERORSRKRA EERE TEEK

7/ /| |

Foshan Jin Xi Jin Lan Cold PRC Limited liability 80.28% US$55,150,000 US$55,150,000 Manufacture and sales
Rolled Sheet Company 26 December 2003 company (Indlirectly held) of steel products
Limited (“Jinxi Jinlan”)

BLRALHRLRBERAR & BREALH 80.28% 55,150,000k  55150,000%7 £ERHEHHER
=ik 1)) 200312 A26H (BEREE)

Oriental Fullhero Leasing PRC Limited liability 100% US$65,000,000 US$65,000,000 Leasing and financial
Co., Ltd. (‘Fullhero Leasing”) 23 September 2005 company (Indlirectly held) leasing

RAREREERAR i ERERAT 100% 650000007  65000000%T HERBERE
([XgHE]) 20059 A23H (BERH)

Hebei Jinxi Section Steel PRC Limited liability 97.6% RMB350,000,000 RMB350,000,000 Manufacture and sales
Company Limited 30 May 2008 company (Indirectly held) of steel products
(“Jinxi Section Steel’)

MILRERAERAR HE BREMFAR 97.6% AE® AR¥ HERHERHER
=10 200845 A30H (BEE) 350,000,000 350,000,0007C

Jinxi Hong Kong Trading Hong Kong Limited liability 97.6% HK$38,750,001 HK$80,000,000 Import and export of
Company Limited 27 October 2008 company (Indirectly held) goods
(*HK Trading”)

RRABELOERAR Bk BREELR 97.6% 38,750,001/ 80,000,000/ HEHAEY
(F2EEE]) 20084104278 (BEHA)

Suifenhe City Jinyin Trading ~ PRC Limited liability 97.6%  RMB10,000,000  RMB10,000,000 Import and export of
Co., Ltd. (“Jinyin Trading”) 24 September 2008 company (Indlirectly held) goods and

technology

GANmERESERAR  FE BREAAR 97.6% ARE ARE #EOEN R
(M=8$85]) 200859 A24H (BERE) 10,000,007 10,000,000

Hebei Jinxi Iron and Steel PRC Limited liability 97.6%  RMB50,000,000  RMB50,000,000 Manufacture and sales
Group Zhengda Iron and 19 December 2008 company (Indlirectly held) of steel products
Steel Co., Ltd.

(“Zhengda Iron and Steel’) ()

MbEAMEEEEERE P BREEAT 97.6% ARE AR FEREEHEER

BRAR(ESEE])() 20086127198 (RERE) 50,000,000 7T 50,000,000 7T
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SUBSIDIARIES (continued)

Name

L

Tangshan Fengrun Qu
Tong Yuan Trading
Company Limited
(“Tong Yuan Trading”)

EWmEERBENE
ERAR(AEEE])

Hebei Jinxi Boyuan Real
Estate Co., Ltd.
(‘Boyuan Real Estate”)

L EABREMERE

ARAR(EERBE])

Clear Precision Limited
(“Clear Precision”)

HEERRA((HE])

Beijing Jinxi Investment
Holding Co., Ltd.

(“Beijing Jinxi Investment”)

ERERRAERARAT

(MtmERRE])

Oriental Evertrust Finance
Leasing Co., Ltd.
(“Oriental Evertrust”)

RO EEREREARAR

B ViiEd))

Oriental Green Energy-Saving
Environmental Protection

Engineering Co., Ltd.

(“Oriental Green”)
RARREORRRTRE

BRAR ([RAHR])

(Alllamounts in RMB thousands unless otherwise stated)

(B A=BHEHI

1. HEAT )

For the year ended 31 December 2019
FIEeBANARBTTREN) #ZE2019F12A31BILEE

Percentage of
equity interest
Place and date of attributable  Issued and fully Authorised
incorporation Legal status to the Group paid capital capital Principal activities
AEEER
AMRIGERAS  EEERER EBRASL BRORMERA EERE TEEK
! ! [ |
PRC Limited liability 69.3% RMB5,000,000 RMB5,000,000 Purchase and sales of
22 May 2009 company (Indirectly held) ferrous metal and
coke
HE BREFAT 69.3% ARE AEE BERELBRER
200945 A 22H (RfERE) 5,000,0007C 5,000,0007T
PRC Limited liability 97.6%  RMB40,000000  RMB40,000,000 Development and sales
17 December 2009 company (Indirectly held) of real estate
HE BEREERA 97.6% AR ARE RERHERME
20006128178 (RERE) 40,000,0007C 40,000,007
BVI Limited liability 100% Us$2 US$50,000  Investment holding
22 July 2010 company (Directly held)
EBARRAS BREARH 100% 2ETT 50,000%7C ALK
201057 A22H (BEERR)
PRC Limited liability 97.6% RMB130,000,000 RMB130,000,000 Investment holding
26 August 2010 company (Indirectly held)
e BREFAR 97.6% AR ARE REZR
2010%8 26 H (B#HE) 130,000,0007C 130,000,0007¢
PRC Limited liability 98.20%  US$200,000,000  US$200,000,000 Financial leasing and
27 September 2010 company (Indirectly held) leasing
i BREAAH 98.20%  200,000000%7T 2000000007 RERERAE
201069A27H (FiEEHA)
PRC Limited lialoility 97.6% RMB100,000,000 RMB100,000,000 Environmental
20 October 2010 company (Indirectly held) protection
engineering
i BREERT 97.6% ARE ARE RRREIR
20106104208 (M#&#A) 1000000007 100,000,000
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

11. SUBSIDIARIES (continued) 11. B AT (&)
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
REEELS
£ SMBLEERAE  EEERER ERASL ERORSRKRA EERE TEEK
7/ /| |
Hebei Jinshun Energy-Saving  PRC Limited liability 97.6% RMB100,000,000 RMB100,000,000 Research and
Technology Development 17 November 2010 company (Indlirectly held) development on
Co., Ltd. recycling and

(“Jinshun Energy-Saving’)
LR IR 8 i i BREAAR 97.6% ARE AR
BRAR ([ 2IRERE ) 2010511178 (B#HE)  100,000,0007c 100,000,007
Beijing Jinxi Boyuan Real PRC Limited liability 97.6% RMB300,000,000 RMB300,000,000
Estate Co., Ltd. 18 November 2010 company (Indlirectly held)
(“Beijing Real Estate”)
TREREEEEERAR HH BREFAR 97.6% ARE AE®
(EREHE]D) 2010511 A 188 (REE)  300,0000007C  300,000,0007C
China Oriental Singapore Singapore Limited liability 100% US$10,000,000 Not applicable
Pte. Ltd. 29 November 2010 company (Indlirectly held)
(“China Oriental Singapore”)
China Oriental Singapore s BBEFAR 100% 10,000,000 7T T
Pte. Ltd. 2010411 A29 8 (BEHA)
(TChina Oriental
Singapore )
Hebei Jinxi Iron and Steel PRC Limited liability 99.02%  RMB93,098,162  RMB93,098,162
Group Heavy Industry 27 November 2003 company (Indirectly held)
Science and Technology
Co., Limited (“Jinxi Heavy
Industry”)
ALERREEESTIRE B BREADH 99.02% ARE AE®
BRAR(MEAET]) 2003%11A 278 (RfERE) 93,098,1627T 93,098,162 7T
Jinxi International Trade PRC Limited liability 97.6% RMB100,000,000 RMB100,000,000
Co., Ltd. 23 March 2011 company (Indirectly held)
(“Jinxi International Trade”)
RREREFERDA HE BREALH 97.6% ARE ARE
(MEEERES]) 2011E3 4230 (BEHEE) 100,000,0007C 100,000,000 7C
Hebei Caofeidian Jinxing PRC Limited ligloility 97.6% RMB6,000,000 RMB6,000,000
Resource Development 1 July 2011 company (Indlirectly held)
Co., Ltd.
(“Caofeidian Jinxing”)
AELERERRE HE BREAERR 97.6% ARE ARE
ARAR(ELAZR]) 201167818 (BEHA) 6,000,007 6,000,0007¢
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Notes to the Consolidated Financial Statements (Continued)

(Alllamounts in RMB thousands unless otherwise stated)

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019

(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

SUBSIDIARIES (continued) 11. BQ T &)

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

£ AMRIGERAS  EEERER EBRASL BRORMERA EERE TEEK

/| | |

Beijing jinxi LongXiang Culture  PRC Limited liability 97.6%  RMB10,000,000  RMB10,000,000 Publication
Development Co., Ltd. 4 May 2012 company (Indirectly held)

(“LongXiang Culture”)

ErRRAEEALER HE BREALH 97.6% NG ARE iiRx
BRAR(TEMUE]) 2012E5H48 (BEHAE) 10,000,0007C 10,000,000 7c

Tianjin Oriental Huitong PRC Limited liability 97.8%  RMB100,000,000 RMB100,000,000 Provision of loans
Microcredit Co., Ltd. 29 June 2012 company (Indirectly held)

(“Oriental Huitong”)

RERTERBER HE BREARAR 97.8% ARE ARE REER
BRAR(RAER) 2012668298 (B#&#A) 1000000007 100,000,000

Tianjin Juli Trade Co., Ltd. PRC Limited liability 97.6% RMB100,000,000 RMB100,000,000 International trading
(“Juli Trade”) 25 October 2012 company (Indirectly held)

REZNEHBRAR HE BREAAT 97.6% ARHE AR¥E HKES
(IZHES)) 2012%10A 258 (R#sE)  100,000,0007C 100,000,000

Suzhou Jinxi Boyuan Real PRC Limited liability 97.6%  RMB80,000,000  RMB80,000,000 Development and sales
Estate Co., Ltd. 23 January 2013 company (Indlirectly held) of real estate
(“Suzhou Boyuan”)

BN EABRRHERE i BREAERR 97.6% ARE ARE BHERERHE
BRAR ([&RMEE]) 2013%1 A 23H (BERESE) 80,000,0007T 80,000,0007C

Beijing Jinxi Boyuan Project PRC Limited liability 97.6% RMB1,000,000 RMB1,000,000 Construction project
Management Co., Ltd. 12 July 2013 company (Indirectly held) management
(‘Beijing Boyuan Project
Management”)

TRERBEEEERER HE BREALH 97.6% ARE ARE IBRBEEEE
RA(ERBRIBAER]) 201367A128 (FiEHA) 1,000,000 1,000,000 7%

Well Balanced Global Limited ~ BVI Limited liability 100% US$1 US$50,000  Investment holding
(“Well Balance”) 2 January 2014 company (Directly held)

Well Balanced Global Limited ~ EB#&FRES BREARH 100% 1% 50,0007 REER
(TWell Balance ) 201451528 (B#3E)

Finest Sino International BVI Limited liability 100% US$1 US$50,000  Investment holding
Limited (“Finest Sino”) 2 January 2014 company (Indirectly held)

Finest Sino International RERAREE BBEFAR 100% ES 50,0007 REER
Limited ([ Finest Sino) 201441828 (EEHA)

Dongfang Jingyuan PRC Limited liability 49.8%  RMB200,000,000 RMB200,000,000 Technology and import
Electron Limited 18 February 2014 company (Indirectly held) and export of goods
(‘Dongfang Jingyuan”)

RAREMEFRR(ER)  oE BREFAR 49.8% ARE AR® RITREWELO
BRAR(RA&R])  201452A18H (B#HE)  200,000,0007C 200,000,007
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

11. SUBSIDIARIES (continued) 11. B Q T &)

Percentage of
equity interest
attributable

to the Group
REEELS
£ EMRULERAE ATERER ERASL ERORSRKRA EERE TEEK

Authorised
capital Principal activities

Place and date of
incorporation

Issued and fully

Name Legal status paid capital

Tianjin Hainajin Intemational ~ PRC Limited liability 97.6% RMB100,000,000 RMB100,000,000 International trading
Trade Co., Ltd. 20 February 2014 company (Indirectly held)

(“Tianjin Hainajin”)

REEBHEREHERDE HE BREERA 97.6% ARE ARE HBES
((REEHE]) 2014F2 A20H (BEREE) 100,000,000 7C 100,000,000 7C

Tianjin Hengyuanda Trade PRC Limited liability 97.6% RMBO ~ RMB10,000,000 Wholesale and retail
Co., Ltd. 26 March 2014 company (Indlirectly held) trade
(“Tianjin Hengyuanda”)

(Formerly known as “Tianjin
Hengyuanda Coal Trade
Co., Ltd.")

REEBREEHERAT HE BREAAR 97.6% NG AR¥E BERZTEESH
(TRzERE]) 20143 A26 8 (H#ERE) £ 10,000,0007T
(AiER T REEREERK
BHERAA])

Suzhou Jinxi Boyun Real PRC Limited liability 97.6%  RMB30,000,000  RMB30,000,000 Development and sales
Estate Co., Ltd. 25 April 2014 company (Indirectly held) of real estate
(“Suzhou Boyun”)

B ABERHERE i BREERA 97.6% ARE AR EHERZRES
BRAR(BMNBE) 2014548258 (MEHAE) 30,000,000 7% 30,000,0007C

Qianxi Boshun PRC Limited liability 97.6%  RMB10,000,000  RMB10,000,000 Logistics
Logistics Co., Ltd. 9 April 2015 company (Indlirectly held)

(‘Boshun Logistics”)

BREBIEMRERAR i EREERA 97.6% ARE ARE DR
(B ]) 20154 98 (BEHESE) 10,000,0007T 10,000,0007T

New Asia Prosperity PRC Limited liability 97.6% RMBO  RMB100,000,000 International trading
International Trade Co., Ltd. 10 June 2015 company (Indirectly held)

(‘New Asia Prosperity”)

RENDRERESHERDR H BREAAR 97.6% ARE ARE BERESH
(HEEES)) 201556 A10A (BERE) Z1  100,000,0007

Dongfang Jingyuan Hong Hong Kong Limited liability 49.8% HK$1 Not applicable  Investment holding
Kong Co., Ltd. 18 September 2015 company (Indlirectly held)

(‘Dongfang Jingyuan
Hong Kong’)

RAREERERAR ) BREFAR 49.8% 18T TER REER

(IRheREE]) 2015597188 (RERE)
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Notes to the Consolidated Financial Statements (Continued)

SUBSIDIARIES (continued)

Name

L

Tianjin Ansai Assets
Management Co., Ltd
(“Ansai Asset Management”)

REREEEEEERAR
(IZEZEEER])

Tianjin Jinxi Zhengda Hengxin
International Trade Co., Ltd.
(“Zhengda Hengxin”)

REEAEERERES
BRAR ([E#ER])

Tianjin Jinxi Zhiyuan
International Trade Co., Ltd.
(“Jinxi Zhiyuan”)

REERHRERES
BRAR([EAESE])

Tianjin Xinhui Finance
Leasing Co., Ltd.
(“Tianjin Xinhui")
RECEREMEERAR
(TREEE])

Hebei Jinxi International
Trade Co., Ltd.
(‘Hebei Jinxi
International Trade”)
MLERERESERAR
(DiRERE )

Qianxi County Jinxi Hotel
Services Co., Ltd.
(“Jinxi Hotel")
BRGERERREERAR
(F=mEE])

Zhongke Jingyuan Electron
Limited
(“Zhongke Jingyuan’)
PR RRE T (JER)
BRAR (THREE])

(Alllamounts in RMB thousands unless otherwise stated)

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019

(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE
11. MIEAT (&)

Percentage of

equity interest
Place and date of attributable  Issued and fully Authorised
incorporation Legal status to the Group paid capital capital Principal activities

AEEER

AMRIGERAS  EEERER EBRASL BRORMERA EERE TEEK
] /| ]
PRC Limited liability 97.6% RMB2,000,000  RMB100,000,000 Assets management
30 September 2015 company (Indirectly held)
HE BREALH 97.6% NG ARE BEER
201549 A30H (FERE) 2,000,0007c 100,000,007
PRC Limited liability 97.6% RMBO  RMB100,000,000 International trading
23 March 2016 company (Indirectly held)
HE BREARAR 97.6% ARE ARE BBEZES
201643 A 23F (FEHA) T 100,000,0007T
PRC Limited liability 97.6% RMBO  RMB100,000,000 International trading
23 March 2016 company (Indirectly held)
HE BREART 97.6% ARE AR¥ BRES
201653 A23H (RERE) T 100,000,0007
PRC Limited liability 98.2% RMB1,000,000,000 RMB1,000,000,000 Financial leasing and
13 April 2016 company (Indirectly held) leasing
i BREFAR 98.2% ARE AR¥E BEMEREE
20164 A13H (B##8)  1,000,000,0007C  1,000,000,0007T
PRC Limited liability 97.6% RMBO  RMB100,000,000 International trading
27 April 2016 company (Indlirectly held)
i BEREERR 97.6% AR ARE BBES
201654 A27H (iR A) T 100,000,000
PRC Limited liability 97.6% RMB1,000,000 RMB1,000,000 Hotel and catering
15 July 2016 company (Indirectly held) senvices
i BREERT 97.6% ARE ARE BERESRRS
201657 A 158 (FEHA) 1,000,007 1,000,000 7T
PRC Limited liability 44.8%  RMB100,000,000 RMB100,000,000 Technology and import
25 August 2016 company (Indlirectly held) and export of goods
HE BREFAT 44.8% ARE ARE RITREWELD
201648 A25H (R#E)  100,000,0007C 100,000,000
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(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

11. SUBSIDIARIES (continued) 11. B Q T &)

Percentage of
equity interest
attributable

to the Group
REEELS
£ EMRULERAE ATERER ERASL ERORSRKRA EERE TEEK

Authorised
capital Principal activities

Place and date of
incorporation

Issued and fully

Name Legal status paid capital

Shenzhen Jingyuan Information ~ PRC Limited liability 49.8%  RMB10,000,000  RMB10,000,000 Technology and import
Technology Co., Ltd. 11 November 2016 company (Indlirectly held) and export of goods
(“Shenzhen Jingyuan”)

RIBREERMERAT & BREALH 49.8% ARE AR RITREMELD
(DRI 201611 A11H (BEREE) 10,000,000 7C 10,000,0007c

Zhongjin Finance Leasing PRC Limited liability 99.1% RMB3,249,000,000 RMB3,500,000,000 Financial leasing and
Co., Ltd. (“Zhongjin 15 December 2016 company (Indlirectly held) leasing
Leasing’)

FEREREERATF HE BREAERAR 99.1% ARE ARE BEMERAS
(TmzmE)) 2016412 4158 (B#%&#A)  3,249,000,0007L  3,500,000,0007T

Hebei Jinxi Sheet Piling PRC Limited liability 86.89% RMB1,000,000,000 RMB1,000,000,000 Manufacture and sales
Section Steel Technology 3 January 2017 company (Indlirectly held) of steel products
Co., Ltd.

(“Jinxi Sheet Piling”)

MILEAMRER AR HE BREAAR 85.89% ARE AR FERHEHEER
BRAR(TEEARE]) 201761838 (B##E)  1,000,0000007C  1,000,000,0007

China Oriental Investment Australia (‘AUS”) Limited liability 100% AU$ 0 Not applicable - Investment holding
Pty. Ltd. 25 January 2017 company (Indirectly held)

(“China Oriental Investment”)

China Oriental Investment M (DR D) BREFAR 100% TR TER REER
Pty. Ltd. 2017414250 (B#RE)

(TChina Oriental
Investment )

Suzhou Jinhaili Commercial ~ PRC Limited liability 97.6% RMBO RMB5,000,000 Commercial
Management Co., Ltd. 22 December 2017 company (Indlirectly held) management service
(“Suzhou Jinhaili")

FNOBNEEERERAR BHE BREAAT 97.6% AR ARE BEERRS

(FM2i871) 2017512A 228 (RfERE) 2 5,000,007

Hebei Jinxi Cargo Agent PRC Limited liability 97.6% RMBO  RMB10,000,000 International and
Co., Ltd. 8 June 2018 company (Indlirectly held) domestic cargo
(“Jinxi Cargo Agent”) transit agent

MLEAREREERAR & BBEFAR 97.6% AR ARE BERRAMEENRE
(MEERERE]) 20186 A8H (BEHESE) 9 10,000,0007c

Ningbo Ruihe Zhihui PRC Limited liability 97.6%  RMB650,500,000 RMB1,000,000,000 Investment and
Investment Co., Ltd. 8 November 2018 company (Indlirectly held) management service
(‘Ningbo Ruihe”)

ERRNEEREERAR  HE BREAEAR 97.6% ARE AR RERERRK
(FERmAl) 2018411 A8H (B#E) 650,500,000 1,000,000,0007C
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(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

Principal activities

TEXH

Avrchitectural designing,
sales and instalment

ARG HERREK

Commercial

Management service

ARERRS

International trading

BRES

International trading

International trading

BRES

Steel trading

@RS

Investment and

management service

RERERRE

(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE
11. SUBSIDIARIES (continued) 11. B AT (&)
Percentage of
equity interest
Place and date of attributable  Issued and fully Authorised
Name incorporation Legal status to the Group paid capital capital
AEEER

8 EMRISEREN  AEIEE RHEAL BRIRMERE EERE

/| | |

Beiing Jinxi SBS Architectural - PRC Limited liability 59.41%  RMB37,500,000  RMB37,500,000
Design Co., Ltd. 11 January 1999 company (Indirectly held)

(“Beijing Jinxi SBS”)
(Formerly known as “Beijing
SBS Architectural Design
Co., Ltd.")

IRERERBRER: i BREART 59.41% ARE ARE
BRAR(MHER2EEE 1999518118 (BERE) 37,500,000 7 37,500,000 7T
BHRIBAERERR
BEXHERRAR)

Suzhou Jinyihua Commercial ~ PRC Limited liability 97.6% RMB 0 RMB1,000,000
Management Co., Ltd. 27 March 2018 company (Indirectly held)

(“Suzhou Jinyihua”)

BN RERXERERAR FE BREAAR 97.6% ARE ARE
(IgmeEE]) 201843 A27H (RERE) e 1,000,000 7T

Tianjin Juyingyuan PRC Limited liability 97.6% RMBO  RMB20,000,000
International Trade Co.,Ltd. 9 April 2019 company (Indlirectly held)

(“Tianjin Juyingyuan”)

AEBRREREZERAR FE BREAAT 97.6% ARHE ARE
(IR2BZR)) 201964 F9A (EEHA) e 20,000,000

Tianjin Zhiruiying PRC Limited liability 97.6% RMBO  RMB100,000,000
International Trade Co.,Ltd. 9 April 2019 company (Indlirectly held)

(“Tianjin Zhiruiying”)

REHHZEREFERAR HE BREAERR 97.6% ARE ARE
([REHRE]) 20194 98 (H#ERE) 9 100,000,000 7c

Tianjin Shengyingxiang PRC Limited liability 97.6% RMBO  RMB20,000,000
International Trade Co.,Ltd. 9 April 2019 company (Indirectly held)

(“Tianjin Shengyingxiang”)

REZREBRESERAR HE BREEAT 97.6% ARE AR
(IREEEE]) 201954 A9A (RERE) e 20,000,000 7T

Qianxi County Yingheshun PRC Limited liability 97.6%  RMB19,000,000  RMB25,000,000
Trade Co., Ltd. 7 May 2019 company (Indirectly held)

(“Qianxi Yingheshun”)

BRERNEZSERAR  FE BREFAH 97.6% ARE ARE
(TBEAAIE]) 201955878 (R A) 19,000,007 25,000,000 7T

Ningbo Shengyinghuil PRC Limited liability 97.6%  RMB10,000,000 RMB300,000,000
Investment Co., Ltd. 28 May 2019 company (Indirectly held)

(“Ningbo Shengyinghuili”)

EREREAREAFRAR  # EREERA 97.6% AR ARE

((ERBEZF]) 2019%5A28H (BERE) 10,000,0007T 300,000,0007C
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

11. SUBSIDIARIES (continued) 11. B AT (&)
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
REEELS
£ EMRULERAE ATERER ERASL ERORSRKRA EERE TEEK
7/ /| |
Ningbo Juyingruizhi PRC Limited liability 97.6% RMB10,000  RMB300,000,000 Investment and
Investment Co., Ltd. 28 May 2019 company (Indlirectly held) management service
(“Ningbo Juyingruizhi”)
ERZEREREBRAR  HE BREALH 97.6% ARE ARE REREERS
((EREERE]) 2019F5 A28 H (B#ERE) 10,0007C 300,000,0007C
Zhongjinrong Commercial PRC Limited liability 98.2%  RMB100,000,000 RMB100,000,000 Commercial factoring
Factoring Co., Ltd. 21 June 2019 company (Indlirectly held)
(“Zhongjingrong Factoring”)
HEREEREERAR HE BEREEAT 98.2% ARE ARE BERE
(T ZRRE]) 201966421 H (B#%##) 100,000,007 100,000,000
Hebei Jinxi New Material PRC Limited liability 97.6% RMB117,350,000  RMB300,000,000 New material
Technology Co., Ltd. 7 July 2019 company (Indlirectly held) technology and
(“Jinxi New Material”) building engineering
design service
ILRFEHHRBRERAR A BREAAR 97.6% ARE ARE FHRRGRETIR
G=iitue1)) 2019%7A78 (MEsE) 117,350,000 300,0000007  X&THRH
Beijing Jinxi Lvjian Technology  PRC Limited liability 97.6% RMB436,350,000 RMB436,350,000 Technology promation
Industrial Group Co., Ltd. 17 July 2019 company (Indirectly held) and engineering
(“Beijing Jinxi Lvjian”) design service
TREARRNRESEE & BREFAR 97.6% AR® AR RTARRIESRE
BRAR(DtREALR]) 201947 A17H (MEHA) 436,350,000 436,350,000 MR
Fangchenggang Jinxi Section  PRC Limited liability 97.6% RMB1,370,200,000 RMB6,000,000,000 Manufacture and sales
Steel Technology Co., Ltd. 3 September 2019 company (Indlirectly held) of steel products
(*Fangchenggang Jinxi ”)
s ERAEREARAR F BEREERA 97.6% NG ARE SERHERHER
Wzney: 1) 20199 A3H (B#HE)  1370,200,0007C  6,000,000,0007C
Suzhou Jinyuan Commercial ~ PRC Limited 81.3% RMBO RMB300,000 Commercial consulting
Consutting Limited 23 September 2019 partnership (Indirectly held)
Partnership
(“Suzhou Jinyuan”)
FNZEREZASUEE & BRAK 81.3% ARE ARE BEEH
(BRANO(TE#MZE]) 2019597 23H (EEHA) e 300,007
Hebei Jinxi Jingwan Real PRC Limited liability 97.6%  RMB60,000,000  RMBG0,000,000 Development and sales
Estate Co., Ltd. 26 September 2019 company (Indirectly held) of real estate
(“Jinxi Jingwan’”)
MILEAREEHEREER BREFAR 97.6% ARE ARE RERHERME
RA([EERE]) 201959 A 26 (RERE) 60,000,000 7T 60,000,000 7T
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(“Guangxi Boyuan”)

EREABERUEREER

(Alllamounts in RMB thousands unless otherwise stated)
FBESREAARETIREM) HZE2019F12A31HIEFE

11.

ERAok CRORBERA

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019
ME AR (&)

Authorised
capital Principal activities

Issued and fully
paid capital

EERE TEEH

(RS EHEBRIN -
11. SUBSIDIARIES (continued)
Percentage of
equity interest
Place and date of attributable
Name incorporation Legal status to the Group
AEEER
£ AMEIGERASE  EEERER
O
Jinxi Lvjian Technology PRC Limited liability 97.6%
Tianjing Co., Ltd. 12 November 2019 company (Indirectly held)
(“Jinxi Lvjian Technology”)
RREEENE(R2)ER i BREART 97.6%
RAE(CEAEGERE]) 20196114128 (BERE)
Guangxi Jinxi Boyuan Real PRC Limited liability 97.6%
Estate Co., Ltd. 12 December 2019 company (Indirectly held)

e BREARAH 97.6%

N ([EREEE]) 2019512 A 128 (HEHA)
Rizhao Shengyingruili PRC Limited 97.6%

Management Consulting 18 December 2019 partnership (Indirectly held)

Limited Partnership

(‘Rizhao Shengyingruili”)

B R R E IR e BRAK 97.6%
AR (BRAN) 2019%12A 188 (EEHA)
(THRERmH )

JK Spundwand Systeme Germany Limited liability 68.3%
GmbH (“JK Spundwand”) 28 May 2019 company (Indirectly held)

JK Spundwand Systeme =| BREFAR 68.3%
GmbH ([JK Spundwand)) 201945 A28 R (BEHE)

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.

U)

Pursuant to an equity transfer agreement, the minority
shareholder of Zhengda Iron and Steel, agreed to sell
their entire equity holdings of this subsidiary to the
Group. According to the agreement, the Group paid a
cash consideration of RMB14.5 million to the minority
shareholder of this subsidiary, the difference
amounting to approximately RMB45.2 million between
the carrying amount of non-controlling interest of
accumulated losses amounting to approximately
RMB30.7 million and consideration was recorded in
capital surplus.

As at and for the year ended 31 December 2019, there
were no significant non-controlling interests of the
subsidiaries in the Group.

RMBO  RMB100,000,000 Engineering design and
technology promotion
service

ARE ARE IRETREGAR
S 100,000,000t FR#

RMBO ~ RMB20,000,000 Development and sales
of real estate

ARE AR% FERHERHE
ey 20,000,0007T

RMBO RMB1,000,000,000 Management and

consulting service
ARE ARE BERAARSE
Z  1,000,000,0007C
EUR775,000 EUR1,000,000 Technology
development,
promotion, trading
and leasing of steel
products
7750008 1,000,0008A7T HAEE - A4 HE

EmE5NHEE

AU BREFRETFAANRI A
B EREADXABREREHNE
e T3 B % A 3 4 B A () O 2
X4 -

0 REREEEGS  EEREnd
B RE B ERENZHER A
B R R AHE T AKE - RIB W
AEBRAZMEBARNDHRRX
NREREARKE1,45087T - M
IR R RET BB ZREEOA
RES70BTHREBZRERLY
AR®4,520BTTE T ABARRTE

REEZE2019F12A31BIEEE - K
SEAME A R A E R FEIEH i o

Annual Report 2019 « —ZE— A FFH 269



Notes to the Consolidated Financial Statements (Continued)
o OF B 555 i A B e (A

(Al amounts in RMB thousands unless otherwise stated)

(Br=H =B -

For the year ended 31 December 2019

ASRIAARETIREMN) #E2019F12A31HIEFE

12. INVESTMENT IN ASSOCIATES AND A JOINT 12. RE¢& NATIR — B E %

270

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

VENTURE =
(a) Investment in associates, unlisted (a) REEQARZKRE  FLm
2019 2018
| [ |
At 1 January ®W1A1H 103,049 145,487
Impairment loss on investment R—HEEBE AR ZRERE
in an associate B = (34,122
Share of results of associates FE(LEEE N AR 48,433 (8,316)
Dividends received B U B (750) -
Capital deduction B AHEIE, (35,740) -
At 31 December W12 A31H 114,992 103,049
The information of the unlisted associated companies MR2019%F12 A31H  B#IEL™
at 31 December 2019 is as follows: PN F M EREYIAT
Percentage of
equity interest
Place and date of attributable Net
Name incorporation to the Group Assets Liabilities Revenues profit/(loss)
EEailigo A F5E e
=8 WHERAHE EEREEAL BE & [ON /(B1])
| | | [/ [/ | |
Palma Ceia SemiDesign, Inc. USA 30% 12,754 18,970 52,019 11,223
(‘PCS") 5 November 2012 (Indirectly held)
Palma Ceia SemiDesign, Inc. E3E] 30% 12,754 18,970 52,019 11,223
(TPcs)) 2012411 A5 H (BERHA)
XTAL Inc. (‘XTAL") () USA 32.13% 1,252 466 2,930 (18,571)
27 January 2014 (Indirectly held)
XTAL Inc. (TXTAL) () el 32.13% 1,252 466 2,930 (18,571)
2014%1 27 H (RERHA)
Beijing Wofu Energy Co., Ltd. PRC 20% 109,352 17,588 114,420 2,606
(“Wofu”) 6 December 2016 (Indirectly held)
TRAZRRERAR F 20% 109,352 17,588 114,420 2,606
(MR=E]) 2016512 A6 H (FERHA)
2-14 Elise Street Unit Trust AUS 49% 328,948 930 364,469 90,909
(“Elise Trust”) 27 July 2016 (Indirectly held)
2-14 Elise Street Unit Trust B 49% 328,948 930 364,469 90,909
([ Elise Trust]) 201647 A 27 A (FERHA)
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For the year ended 31 December 2019

(B A=BHEHI

12. INVESTMENT IN ASSOCIATES AND A JOINT

VENTURE (continued)

(a)

(b)

Investment in associates, unlisted (continued)

(i) During the year ended 31 December 2019,
XTAL filed for bankruptcy to local court due to
insolvency and the filing had been officially
approved. As at 31 December 2019, full
provisions amounting to RMB34 million (2018:
RMB34 million) were made on investment in
XTAL. 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

Share of result of a joint venture

At 31 December

W1 A1H

M12A31H

The information of the unlisted joint venture at 31
December 2019 is as follows:

Name

oL

Atlas Hurstville Property
Unit Trust
(“Hurstville Trust”)

Atlas Hurstville Property

(Alllamounts in RMB thousands unless otherwise stated)
FBELBHAARET T RER) HE2019F 12831 HIEFE

12. REELNTR—HBEELEZR

i-—4C )

(a)

REBERAR2RE FLEHHE)

U

RE E2019F12A31H Lt
FEER - XTALAE A EGEM
M 5 AT BB R E - B
i E EER - R20194
124318 ' HXTALK & &
EH AR #3,400 8 7T (2018
F: AR¥34008T) 25
BB BAA I IEIRKRAT
WEI - EEMR AT
mHMRARAE -

b) R—BEELEIRE  FL

BiE—HaEhREE

m

2019 2018
18,809 12,434
2,271 6,375
21,080 18,809

MR2019F12 A31H  FFLEmAEE

EEERNT

Percentage of
Place and equity interest
date of attributable
incorporation to the Group Assets Liabilities Revenues Net profit
AL r5H
WERBH EERER D &E =R O EaA

! ' ' ! ! | |

AUS 50% 292,500 246,762 16,969 4,541
5 June 2017 (Indirectly held)
e 50% 292,500 246,762 16,969 4,541
2017466 A5H (MEHA)

Unit Trust
(“Hurstville Trust”)
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(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

13. FINANCIAL INSTRUMENTS BY CATEGORY 13.

272

Assets as per consolidated
balance sheet

As at 31 December 2019

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 and national
debt reverse repurchase (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 44(c))

Restricted bank balances (Note 23)

Cash and cash equivalents (Note 23)

Structured bank deposits (Note 24)

Total

RHEERERMTNEE

R2019F12 A31H
BARBEFEAEZHHA
Hitfr A Sz e BB E

(fi=E16)
UM E 5 R (£ 19)
BRER - fTRAER
(HizE22)
e BB BEK
Hib R R E &
18 (Fi3E 20)
RAnBEFEAEEEHHA
BERzemEAE (ME17)
PR E R (iE21)
fTELBIA
U B 508
(FfizE44(0)
SR B RITEE R (F5E23)
ReRReEEN (MF23)
HEMRTTR(HE24)

#it

Financial
assets at
amortised cost

s £
B &

For the year ended 31 December 2019

SR T A (ZRER)
Financial
Financial assets
assets at fair value
at fair value through other
through  comprehensive
profit or loss income
RARERE BAREE
TEAHSH TERHEZH
FABHEE FAHMGRE
ZEMEE WEEREE

Total

- - 751,105 751,105
1,201,005 - - 1,201,005
- - 1,517,684 1,517,684
801,381 = = 801,381

- 3,559,398 - 3,559,398
1,214,000 - - 1,214,000
- 2,513 - 2,513

127,544 - - 127,544
1,082,560 - - 1,082,560
4,630,945 - - 4,630,945
1,300,100 900,000 - 2,200,100
10,357,535 4,461,911 2,268,789 17,088,235
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(Alllamounts in RMB thousands unless otherwise stated)

(continued)

(B A=BHEHI

13. FINANCIAL INSTRUMENTS BY CATEGORY

Assets as per consolidated balance & 5ERBRITNEE

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 44(c))

Restricted bank balances (Note 23)

Cash and cash equivalents (Note 23)

Structured bank deposits (Note 24)

Total

R2018%12 318
BARBEFEAEEEHHA
Hitfz QS v BB E

(fizE16)
B E SRR (Fi3E19)
EREE — fORLESR
(HizE22)
e BAHZ - AEREM
JE U B 3% (P £ 20)
BRAABEAEAEEHHA
BRERZSREE (MF17)
ERE R (HE21)
fTESMIA
& Yo B 7y 7R
(FizE44())
SR BITHER (FE23)
He kB SEY(HF23)
HEENRTER (ME24)

At

For the year ended 31 December 2019

FBESREAARETIREM) HZE2019F12A31HIEFE

Financial
assets at
amortised cost

B
Al

13. SR T B (3Z%EH) (&)

Financial

Financial assets
assets at fair value

at fair value through other
through comprehensive

profit or loss income
BAABE BAREE
SERER STERHEE
STABER  AARMES
ZEREBE WURsRdE

Total

At

= = 487,376 487,376

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
527,542 = = 527,542
2,845,229 = = 2,845,229
1,037,900 1,000,000 = 2,037,900
6,540,135 7,812,520 1,861,504 16,204,159
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o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

13. FINANCIAL INSTRUMENTS BY CATEGORY 13. €T A (REH) &)

(continued)
Financial
liabilities Financial
measured liabilities
at fair value measured
through at amortised
profit or loss cost Total
RAREE
STEEHSE R e
FFABEE A&
ZeRBE Z2EAE a5

Liabilities as per consolidated & &EEEBRAANERE

balance sheet
As at 31 December 2019

M 2019412 A31 H

Trade payables (Note 27) FERTE B BR % (FizE27) - 5,048,774 5,048,774
Other payables (Note 28) A T FRIE (MT3E28) = 1,286,745 1,286,745
Lease liabilities (Note 8) HEEE (M) - 105,816 105,816
Dividends payable FERTAR B - 7,041 7,041
Borrowings (Note 29) B (FI7E29) - 5,898,604 5,898,604
Amounts due to related parties  FE{ BARE 5 2B

(Note 44(c)) (FF5E44(c)) - 48,047 48,047
Derivative financial instruments T4 &g T A 16,859 - 16,859
Total &5 16,859 12,395,027 12,411,886
As at 31 December 2018 201844 12 A31 H
Trade payables (Note 27) FERTE 5 k38 (5 27) = 4,157,453 4,157,453
Other payables (Note 28) At FE A 5RIE (M 51 28) - 821,509 821,509
Dividends payable FERT AR S - 144 144
Borrowings (Note 29) &R (FI7E29) = 2,765,357 2,765,357
Amounts due to related parties  FE{<} BaEE 5 FIE

(Note 44(c)) (FFE44(c)) = 59,118 59,118
Derivative financial instruments ~ $T4&f T A 15,778 - 15,778
Total &5 15,778 7,803,581 7,819,359

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A




Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

14. CREDIT QUALITY OF FINANCIAL ASSETS

The credit quality of financial assets 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 £—5
Group 2 FH
Group 3 FE=%

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 44(c) respectively.

14. EMEENEFERR

ERMEENEEMRRARESREER
Bl W2 EBME TR L RHOESLE
FHETTRIE - ARBBEKE SRR
BREE BEERRZAAEENE
BEHEFH AR MG RS ZEAB TR
DT

o  EF - RITANER

o FH — BUCEHBEERLEN
EFHNRERWE SRR  BREER
URERRZEARBEFERREE
Bt ARG E RS2 EHTA

s F=E - BURBEEMHNEXRA
BNEPHRKE SRR - BRE
R ERER

EUEZER  BREER  BRERR
BRARBEAEREEZHAAEMES
Wz BB TH

2019 2018
1,517,684 1,364,128
2,531,598 1,604,315

90,531 86,970

4,139,813 2,055,413

AEE [1Re MEMEREER] & [ UK
BB A 2B MEEMR RS BT
3.1(b) ~ 20 K2 44(c) R FE -
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

14. CREDIT QUALITY OF FINANCIAL ASSETS 14. TRIBEENEEMRR (&)

276

(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

. 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

AEEGERTRS  ROFRRIEE
AT B Z BB IERITERD BT ¢

o  E— - XTEERRRT
e FH - PELMR?T
o  FEZ= — PEREMIRT
AR T AEREGENAXRTEES
RITRPEAE M ARIRIT - HEEFFIR
REAREMEBORITRE - RITF

KRR KA 5T B 2 BB RIT K
EERRGE -

RITAES  ROTEARARRBHERATE
ZREBIIRITIER

2019 2018
1
Group 1 F—1 1,129,955 640,291
Group 2 £ %8 4,982,726 3,362,132
Group 3 | 898,724 406,732
7,011,405 4,409,155
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

15. PROPERTIES UNDER DEVELOPMENT AND 15. RERRIEELEY X
HELD FOR SALE

2019 2018
|
Properties under development comprise:  2$E Y5 B1F ¢
— Land use rights — T AR 38,942 -
Completed properties held for sale EEKMFIEL ST 77,697 168,790

116,639 168,790

The properties under development and held for sale are all BRPRBELEMEDULNFTE - 18
located in the PRC. The related land use rights are on A AR A 402704 -
leases of 40 to 70 years.
For the year ended 31 December 2019, no borrowing costs HZE2019F12 A1 B ILFE » BERE
were capitalised into the cost of properties under KR EE RN BEREPYEDKAK
development (2018: nil). (2018 : &) o

2019 2018

Properties under development comprised: ZEH % @ 1F :

Expected to be completed and available TEHAA1 E2 ERNZEL
for sale between 1 and 2 years KAt & 38,942 =
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

16. FINANCIAL ASSETS AT FAIR VALUE 16. RAAREEFEEHEHTAH
THROUGH OTHER COMPREHENSIVE e REzemEE
INCOME

2019 2018
|
Non-current FERE
Unlisted equity interests JE TR MR A 421,000 325,000
Additions INE 2,935 96,000
Less: disposal B EE (96,000) -
Net it 327,935 421,000
Listed debt securities EHERER S 66,376 92,506
Additions NE 22,526 19,226
Less: current portion YAk 5%) (26,873) (48,318)
Net gains transfer to equity (Note 26) SR SR M N F R
(MF5E26) 2,805 2,962
Net HEE 64,834 66,376
Listed equity interests s - -
Additions NE 313,183 -
Net gains transfer to equity (Note 26) ERERERR S TR
(FF5E26) 14,516 _
Net T 327,699 =
720,468 487,376
Current E
Listed debt securities EhERES = =
Additions NE 13,529 -
Add: current portion m : mENER D 26,873 48,318
Net (losses)/gains transfer to BEEESM (B1B) e
equity (Note 26) F 58 (F17E26) (9,765) 2,773
Less: disposal B RE = (61,091)
Net FEE 30,637 =
Total &5t 751,105 487,376
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Notes to the Consolidated Financial Statements (Continued)

(Alllamounts in RMB thousands unless otherwise stated)

(B A=BHEHI

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Non-current EFRE
Equity investments xR &
Current B
Money market funds HEEMEES
Financial investment products SRIEEE M
Bond market funds BEHEmEES
Investment funds REES
Listed bond investments EHEHEE
Listed equity interests AR AERE
Total &5t

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 32).

INVENTORIES
1

Raw materials and materials in-transit BEM B R EEM R
Work-in-progress ER G

Finished goods RIRK fh

B ORER MR
TE — F8

Less: impairment provision

Inventories — net

As at 31 December 2019, no inventories (2018: RMB34
million) was 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 2019 amounted to RMB38,778
million (2018: RMB33,899 million).

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019

FABESEHINARKT TAEAN) HZE2019F12 831 BIEFE

17. BERREEFEEEESHTAR
mRZETMEE

2019 2018
211,620 243,120
897,667 4,863,936
840,687 1,211,991
342,028 230,551
532,634 208,028
546,123 =
188,639 52,737

3,347,778 6,567,243
3,559,398 6,810,363

BAABE B ARSI ABERY
SHAEZ DA BEE(LH AL B
o ) [ LA as — (W3 82) -

18. F&
2019 2018
./ |

2,855,933 1,938,802

798,335 653,016

466,989 547,665
(27,822) (31,972)

4,093,435 3,107,511

R2019F12 531 B » #HE (20184 : A
REEZ4008 L) TEANEBENEMNE
B (M5 27) RE (MizE29) fEHE 1 -

HZE2019F12A31BIEFE ' EER
BHEKRANTFEENR AR ARK3I87.78
Bt (20184 :« AR¥338.991E7L) °
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For the year ended 31 December 2019

(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

19.

280

TRADE RECEIVABLES

1
Trade receivables

Less: impairment provision for trade
receivables

FE L E 5 B K

Trade receivables — net FEWE SRR —

As at 31 December 2019 and 2018, 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 1 year.

As at 31 December 2019 and 2018, the ageing analysis of
the gross amount of trade receivables based on invoiced
date was as follows:

Within 3 months 3MEAR
4-6 months 4E61EA
7-12 months 7E12{8 A
Over 1 year 1F A E

As at 31 December 2019, trade receivables amounting to
RMB502 million (2018: RMB117 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.

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

19. BWE SR

R EACE 5 R R B R

2019 2018
|
1,267,867 719,790
(66,862) (57,839)
1,201,005 661,951

AEBMEKE SRR 20194 K& 2018
F12 A3 HNEABEAMUE AR EE -

AEEHTHERHEECERR  B8%
ARKWER S KB A E 1 FARMER
TEAERERREPRXNEY -

MR2019F 2018412 A31H » BN E
SERFBEELEZAHNRROITOT ¢

2019 2018
1,158,789 585,975
12,633 50,772
34,982 19,237
61,463 63,806
1,267,867 719,790

MN2019F 12 A31H  LE=HEFH
BEMEABERRNEKRE ZEREA
R#50218 T (20185 : AR¥AA7E
JC) °

HRRBEREFHESALE  HREE
BESEFREAEE-
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19. TRADE RECEIVABLES (continued)

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 2019. 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:

RMB AR
uss$ ETT
EUR BT

Movements on the Group’s provision for impairment of
trade receivables are as follow:

At 1 January »1A1H
Provision for impairment (Note 34) B A (BI3E34)
Write-off of receivables J 5 1 Uk BR TR

At 31 December M®12 A31 H

19. EWWE ZRF (&)

AEBCEEABEMBREERNFEINR

BEEXFTEEMEERL  ZEXH

B EWE ZERERMN2019F12 A31 H

%Fﬁﬁ{lﬁzﬁﬁmﬁi,ﬁm@ﬂa%ﬁ MIaE
A IR E BB

BERAASERKE SR ZBEARAR
SEFMEE 2 EERR - SN E R R F
KRB ER AT RRHEESA ©

AEBEREWEZRFNERTIATIE
WREM

2019 2018
764,810 602,379
502,399 117,411

658 =
1,267,867 719,790

AEBRKE SRFORERBEZEBNT

2019 2018
57,839 40,352
10,126 17,873
(1,103) (386)
66,862 57,839
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20. PREPAYMENTS, DEPOSITS AND OTHER 20. FANFIE - HERHMMEWERR
RECEIVABLES
2019 2018
|
Non-current EFRE
Prepayments for purchase of BERHEEMNTENZIE
long-term assets 1,690,315 922,796
Less: impairment provision W RE RS (234,235) (234,235)
Prepayments for purchase of BERIEEMTEN
long-term assets — net NI — JFFA 1,456,080 688,561
Deposits for purchase of right-of-use BEFTHEEENEZS
assets 300,000 -
Lease receivables FEUS T & Fh 1A 56,380 40,803
1,812,460 729,364
Current B
Prepayments for purchase of inventories [ B 77 & H B 538 858,233 949,849
Other receivables Hth e WK BR 3R 428,316 379,729
Less: impairment provision T R BE R (198,621) (203,516)
Other receivables — net HibEWERIR — FEE 229,695 176,213
Prepaid tax TAR R 130,628 139,285
Deposits b oA 335,940 161,279
National debt reverse repurchase (EseaElle 35,100 -
Prepaid expenses TENER 13,136 9,610
Lease receivables FEW AR E IR 13,638 3,699
1,616,370 1,439,935
Total &3t 3,428,830 2,169,299
The fair values of prepayments, deposits and other FRYETER ANKIE - 2R
receivables approximated their carrying amounts as at the HihE RN EE BN AR BEIM
balance sheet date, as the impact of discounting is not HIRMEE -
significant.
Certain prepayments and other receivables were fully B THEMNRIBEREMEWRERRE 28R
impaired since certain suppliers and debtors were in B DERETHERMEBSAERE
significant financial difficulty and had defaulted the payment KNSR 2 O He/R S [ ER%E o

of the remaining balances.
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(B A=BHEHI

20. PREPAYMENTS, DEPOSITS AND OTHER

21.

For the year ended 31 December 2019

20. ANRE REREMEKRN

RECEIVABLES (continued) (#&)
Movements on the Group’s impairment provision of NEBFBNKIAE - 12E R HEMEIWER
prepayments, deposits and other receivables are as follows: HR BB EN I T -

2019 2018
./ | | |
At 1 January MW1HA1H (437,751) (671,786)
Reversal of impairment (Note 34) SRERE D (P5E34) 4,895 234,035
At 31 December ®12 A31H (432,856) (437,751)
LOAN RECEIVABLES 21. EWER

2019 2018
| |
Non-current FERE
Long-term loan receivables (a) JEWREIE X (a) 200,000 720,000
Current TE
Short-term loan receivables (b) JEU S HIE R (b) 1,058,791 85,119
Less: impairment provision (c) W OREREE () (44,791) (44,791)

1,014,000 40,328
Total loan receivables, net of provision FEUE T 4azE - HIRBE 1,214,000 760,328

The Group provided loans to third parties. The details of the
loans are set out below:

(@)

As at 31 December 2019, long-term loan receivables
of RMB200 million were secured by pledge of shares
of a listed company held by the borrowers, interest
bearing at rates of 8.0% per annum and with
repayment terms of 2 years.

As at 31 December 2018, long-term loan receivables
of RMB720 million comprised of various loans with
individual amount ranging from RMB20 million to
RMB300 million. The loan receivables of RMB700
million and RMB20 million were secured by pledge 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.

AEERE=ZTRHEER - EFRFIBTH
FIEnT

(@

MR2019412 A31H * AR¥2.00
BrTHRRERHERAERARTE
B—f LT AR REEAEIR -
REFIEL.0%:T B MRIEHEAR2EF -

MR2018%F 12 A31H *+ AR¥T7.20
BITHREKRBERBIEEESR
NFEARE2008 TE AR
.00 BT EHENK - AR 7.00
BLTRARE20008 THEKE
Fo BB ERARERARERA
BER EMRIELETARIMNBREE
B B FF RN F8.0%E
9.0% st EREFIR2FE -
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21.

284

LOAN RECEIVABLES (continued)

(b) Loan receivables of RMB1,059 million as at 31
December 2019 comprised of various loans with
residual repayment terms within 1 year and with
individual amount ranging from RMBO0.3 million to
RMB300 million. The loans were secured by pledge of
certain land use rights and listed and unlisted shares
of the borrowers or guarantors of the borrowers and
were guaranteed by related parties of the borrowers,
interest bearing at rates ranging from 8.0% to 18.0%
per annum.

Loan receivables of RMB85 million as at 31 December
2018 comprised of various loans with repayment
terms within 1 year and with individual amount ranging
from RMBS5 million to RMB40 million. The loans were
secured by pledge of certain property, plant and
equipment, land use rights and equity shares of the
borrowers or guarantors of the borrowers or other
parties, interest bearing at rates ranging from 12.0%
10 24.0% per annum.

(c) As at 31 December 2019, provisions amounting to
RMB45 million (2018: RMB45 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 e Bl 58 75 5= B AL A R A A

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE

21. ERER#E)

(b)

R2019F12A31H A R ¥
10.59 8 70 /Y JE IR B TN B3 48 38 3
B1FARBESENTARESI0
ETEARESOETHNEEE
Ko BB ERARERANER
ARET L ERERATFEN L
MEIELETARMREIERIER K
A8 A R BB 5 EIE R « IR EF
RNF8.0% E 18.0% 8. °

MN2018%12 A31H + AR¥8,500
ETNERERBFREREA1E
ARBEBSBENTARKS00E T
EARKEA4000E THSEER
ERAERASERANERAK
HEMAMETYE  BEREE
3 {5 PR A e AR 1 AR - IR
FIRANF12.0% E24.0% 515 °

R20194 12 A31 H » ERERA
R S K R 8 & B8 R G
2 - B FIBITIRIE R UL E U
BERGFEENTHBAZ et
EWE RED ARK45008 T
(20184 : AR¥ 45008 7T) K
1% o

A RTETER  RREFNEER
A EELEEREE
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22. NOTES RECEIVABLE — BANK 22, BWRE — RITEALER
ACCEPTANCE NOTES
2019 2018
|
Notes receivable — bank acceptance JEWEE — BITERKIESR
notes 1,517,684 1,364,128
As at 31 December 2019, notes receivable amounting to R2019F 12 A31H » 4 A R #6,200
approximately RMB62 million (2018: RMB66 million) was E (20184 : AR ™ 6,600% 7T) K &
pledged as security for the Group’s notes payable (Note 27) WREAAREEN RN ZE(HiF27) 1E
and nil (2018: RMB80 million) was pledged as security for EH - ML (20184 ARK8,0008
the Group’s borrowings (Note 29). TL) B BE K K5k 29) fEHE 1 -
The settlement of the notes receivable was guaranteed by FEWEZEENEERERTER HEBH
banks with maturity dates within 1 year and the credit risks A E R R ERER R EE R R # R
in respect of the notes receivable are considered to be low. BEIR -
As at 31 December 2019 and 2018, the ageing analysis of R2019F K 2018F 12 A31 B » [EIRE
notes receivable was as follows: BEREDTAT
2019 2018
1 O
Within 3 months 3EAR 1,272,301 1,024,523
4-6 months 4AZE6{EA 242,487 339,605
7-12 months 7E12{@A 2,896 =
1,517,684 1,364,128
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23.

286

CASH AND CASH EQUIVALENTS AND
RESTRICTED BANK BALANCES

Cash and cash equivalents Re KA EEY
Restricted bank balances ZPR BRI TAE B
Total cash and bank balances Re MIRITHEREE

As at 31 December 2019, restricted bank balances
comprised the following:

(@ Approximately RMB1,000.5 million (2018: RMB397.6
million) were pledged as security for issuing notes
payable (Note 27) of the Group, of which amounts of
RMB400 million were bank deposits above three
months (2018: nil).

(b) Approximately RMB64.4 million (2018: RMB82.2
million) were pledged as security for issuing letters of
credit of the Group.

(c) Approximately US$2.54 million (equivalent to
RMB17.7 million) (2018: US$6.95 million (equivalent to
RMB47.7 million)) 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:

Cash and cash equivalents and HERIBESEEYARZRE
restricted bank balances RITHERR

RMB AR

us$ E7T

AU$ SEIT

HK$ PBTT

Others HAh

Total &ast
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For the year ended 31 December 2019

23. RERBEEEYRZMRHERIT
+

= Rivipy

2019 2018

4,630,945 2,845,229
1,082,560 527,542

5,713,505 3,372,771

MN2019512 A31H » KR HIRITA &
BIETNHIEIE :

@)

#ANR¥10.005187T (20184 = A
R¥39761ET)ERFAALXEHE
FE A 4R (BT E27) EHK 4R - H e
AR¥4.00BTR=EA A MR
1TFHK (20184 « B) ;

AN R¥6,4408 T (2018F © A
R¥82208 L) E ARAEAREKHE
EABEERR

#9254 BET(HBERARKA1,770
E7T) (20184 : 695 & 3=7T) (B
RARBATIOE L) EAAEE
SRITIE R (ML 29) 1B -

Re RS EEBYEZRBIRITERD
RREETIA T ES BB -

4,483,389 2,659,435

1,096,696 683,995
116,242 21,681
17,178 6,626

- 1,034

5,713,505 3,372,771
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For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

STRUCTURED BANK DEPOSITS

1
Category =Rl
Financial assets at amortised cost
Financial assets at fair value through BRARBEFEEES

profit or loss BakZepEE
Total A&t

As at 31 December 2019, 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 approximately RMB1,300 million
are recorded in financial assets at amortised cost as their
interests link to SHIBOR and amounts of RMB900 million
are recorded in financial assets at fair value through profit or
loss as their interests link to LIBOR and BFIX EUR/USD.
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 2019, structured bank deposits
amounting to RMB1,200 million (2018: RMB1,000 million)
were pledged as security for issuing notes payable (Note
27) of the Group.

24,

BN EZSREE

RBIERITIE
2019 2018
I
1,300,100 1,037,900
HA
900,000 1,000,000
2,200,100 2,037,900

MR20196E 12 A31 8 @ B HEHRITER
FE AR & B P B AREZ KEBITETE A
1FHUARZE/MT A - £BMERTER
BIRA - B ARK13.00BTHRE
IS FFRTRERBFEHB ML
BAREBHEKNATEZSREERAR
¥ 9.00 BT AR EF B B BIRTTRI %
I E R R K G BFIX BT, ST # 851m
AR ARBENEAHES AR
BRZEMEE - BEEIFROERAME
B HR EEMRAEBIERTE
RIFER S EERR -

R2019F 12 A31H * A R #12.001%
JC(20184F : A R#10.001870) & #E
MRITF R ARERNERR R =& (M
FE27) EHAR o

SHARE CAPITAL AND SHARE PREMIUM 25. RAR KM HE
Amount
¢
Number of
shares Ordinary Share
(thousands) shares premium Total
iG]

(TH) BER  BEE At
! | ! ! | |
As at 1 January 2018 »2018%F1A1H 3,530,209 364,762 2,820,785 3,185,547
Employee share option scheme {& & Bk fExt 2l

— issuance of shares — BTG 192,360 15,866 711,449 727,315
As at 31 December 2018 and 7220184 12 A31 H &
31 December 2019 2019412 A31 H 3,722,569 380,628 3,632,234 3,912,862

As at 31 December 2019 and 31 December 2018, 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.

2019912 831 H &20185F12 8318 -
AR BNATE 8% 48 205 5,000,000,000
f& FREEE 0.1 BT 2 B °
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26. OTHER RESERVES 26. Hitif#E
Financial
assets at
Employee fair value
share  through other
Merger Capital Statutory option  comprehensive
reserve surplus reserve scheme income Total
BOABETE
BHZ®IA
At ads
aftfE I EERE EREREGH ZEREE CH
c] (o) ] d
1 e S
Balance at 1 January 2018 )}@2018#1 A1AzEH (699) 53,367 1,285,569 412,809 (7,059) 1,744,091
Profit appropriation BN E - - 244,671 - - 244,671
Changes in ownership interests R f%‘ﬁ’éﬁ’] BRTEE
in subsidlaries without change RABRARRMARER
of control - (105,318) - - - (105,318)
Employee share options scheme B & B iE: 2
— issuance of shares - Bk - - - (314,981) - (314,981)
— lapse of share options — BIRELN - - - (97,828) - (97,828)
Fair value gains on debt investments  #%/A BfE:H 8 B EEEA
at fair value through other Eftiradias s BBREL
comprehensive income (Note 16) A7 BEUES (Bt 16) - - - - 5,735 5,735
Transfer of fair value gains previously E%%E’Nﬂ“ EEEEH
credited to reserve to statement of ~ E&: A K frz A
profit or loss upon disposal of ﬁ‘%&ﬁ%ﬂua‘r)\ﬁﬁ
debt investments at fair value WAL BENREEERR
through other comprehensive
income - - - - (2,635) (2,635)
Balance at 31 December 2018 A2018% 12 A 31 A 2 &84 (599 (51,951) 1,530,240 - (3.955) 1,473,735
Profit appropriation BHDE - - 174,762 - - 174,762
Changes in ownership interestsina ERAKEEHIENER T
subsidiary without change of control - EBRIIBAAIHE 51
(Note 1) Eam (1) - 45,172) - - - 45,172)
Merger of subsidiaries by absorption () BBRAAHIBLRF () - 147,084 (147,084) - - -
Fair value losses on debt investments #5772 (BfEzH 8 B A &85t A
at fair value through other EW*L\HMZ EfREL
comprehensive income (Note 16) 22 BEEE (Fz16) - - - - (6,960) (6,960)
Fair value gains on equity investments 157271 (B (Bt 8 A £ 285 A
at fair value through other Rz At RERE .
comprehensive income (Note 16) A7 BEUES (Fit3E 16) - - - - 14,516 14,516
Disposal of a subsidiary HE-HBAR - - (459) - = (459)
Balance at 31 December 2019 A2019% 12 A 31 Az &84 (599) 49,961 1,557,459 - 3,601 1,610,422
()  During the year ended 31 December 2019, Jinxi () MEZE2019F12A31H IEFE
Limited merged two wholly-owned subsidiaries by A R ERBRAS FRER
absorption. BB AR
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For the year ended 31 December 2019

(BREEEBEI FTESBHUARBTILAEN) HE2019F 12831 BIEFE

26. OTHER RESERVES (continued)

(a)

(b)

(c)

(d)

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

U

(ii)

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.

Employee share option scheme

As at 31 December 2019 and 31 December 2018,
there was no outstanding share option of the Group.

26. Hftif#E @)

(a)

(b)

(c)

(d)

Annual Report 2019 ¢ —ZF — L EFEF

BOtEE

AEENAHEERESWENEA
AR MEERERIEEARARK
BMBETHOARARMEENZ
o

BEEXLW

A8 i B A AT K 5 SRR
RS o

EEE
() SEERRREE

RIFFBUAR R AN KB EF
B eE TH B QR /A
BERAR  BF2IKFE
AT ZEH BB ARR
EHR B e R EERE
EFMEBRE  ABREFE
ETE F 0 M) 10% 205 TE &
BHEEED BEERWEE
ZEHBRAREE0% & 1E - ATE
BESSERLZERE -

EERMRFEBEE S AIER
ST FR BB EITAR -
R ZEEBKRFHEEES
WERBEITRESZERER
RE)FR D 25% o

iy EEREE

ETEREESNDETIHF
BMBARNEZRER
WABBRRKE O AE -
EREETAURFERHEBE
FRAEIRSB B

EERERESE

M20194 12 A31 B 2018412 A
318 AEBWE N AITENER
o
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27.

290

TRADE PAYABLES

Account payables FEfTERER
Notes payable N2

As at 31 December 2019, all notes payable represented
bank acceptance notes, of which RMB59 million (2018: nil)
were secured by certain notes receivable (Note 22),
RMB1,606 million (2018: RMB1,010 million) were secured
by certain restricted bank balances (Note 23), RMB1,211
million (2018: RMB1,000 million) were secured by certain
structured bank deposits (Note 24), RMB142 million (2018:
nil) were secured by certain restricted bank balances (Note
23), certain right-of-use assets (Note 8) and certain
property, plant and equipment (Note 7), nil (2018: RMB26
million) was secured by certain inventories (Note 18) and
certain restricted bank balances (Note 23), and nil (2018:
RMB73 million) was secured by certain restricted bank
balances (Note 23) and certain notes receivable (Note 22).

As at 31 December 2019 and 2018, the ageing analysis of
the trade payables was as follows:

Within 3 months 3EAR
4-6 months 45 61EA
7-9 months 7E9fE A
10-12 months 10& 1218 A
Over 1 year 1F A E

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

For the year ended 31 December 2019
FEeBEEAARBT T AEN) #HZE2019F12A31BILFE

27. EHEZERN

2019 2018
——

2,030,988 2,048,214

3,017,786 2,109,239

5,048,774 4,157,453

MR2019E12 31 B FrA 21
BIRTTERIEZ  HAEE AR 5,900
BT (20184 « ) AE T el Z % (Kt
FE22) 1B - AR¥16.0618 7T (2018
F: ARM1010EBTT) AE TR HIR
1T#E 84 (BT 7E23) 1R - ARME12.11
fBL (20184 : ARM10.00187T) A HE
FHEBIERITER(ME24) (B - A
R¥E1 428 (20184 : E)UAE TR
FIERITAEER (FIsE23) - BT EAEEE
(KizE8) RETWE - BE&&EH=E
7) VeI ; B4 (20184 © AR 2,600
BrT)UETHEE(ME18) RE TR
HI9R 1T 45 oR (B RE23) (EIE 38 . R e
(20184 : ARM73008 ) AE T =
BRAHISRITAE SR (Ff5E23) BB TRIKEE
(Mf7E22) fEIRH -

MN20195E K 20185 12 A31H » FENE
SERAERE T

2019 2018
3,731,575 3,249,807
509,290 592,692
647,832 148,008
15,563 28,431
144,514 138,515
5,048,774 4,157,453

AEEEMNEZERNEEETIA TS
B REN

2019 2018
4,561,892 3,757,208
486,882 400,245
5,048,774 4,157,453
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ACCRUALS AND OTHER CURRENT 28 FAREARHMABAMS
LIABILITIES
2019 2018
|
Payables for purchase of property, BEYE  BENMEED
plant and equipment FEfTBR R 921,373 678,865
Accrual for processing fee and TERRIMTE R
importing expenses EOER 384,250 336,809
Value-added tax payable and eI E R B B
other taxes payables FEfIBIIR 279,321 520,433
Deposits from suppliers HEmZe 253,374 110,247
Salary, pension and other social ENHS  BRReREMTE
welfare payables =l 175,893 189,803
National debt repurchase (e 66,899 =
Accrual of freight charges TEIRERE A 54,129 24,023
Employee deposits EBE®S 24,923 22,167
Deposits from customers BE%L® 20,176 10,230
Accrual of interest expense TERFI EE R 12,885 1,637
Provisions for legal claims ERRERE = 20,000
Others HEih 201,404 173,223
2,394,627 2,087,437
BORROWINGS 29. B
2019 2018
[ /! | |
Non-current FERE
Bank borrowings IRITIER
Unsecured it 1,318,699 162,000
1,318,699 162,000
Current B
Bank borrowings HRITIER
Secured (a) BB () 168,130 686,116
Unsecured s 4,391,775 1,852,241
4,559,905 2,538,357
Other borrowings, unsecured (b) H g o IR (o) 20,000 65,000
4,579,905 2,603,357
Total borrowings BER 5,898,604 2,765,357
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29. BORROWINGS (continued)

292

(@)
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The secured bank borrowings as at 31 December
2019 totalling RMB168 million were secured by
property, plant and equipment (Note 7), right-of-use
assets (Note 8), and restricted bank balances (Note
23) of the Group.

The secured bank borrowings as at 31 December
2018 totalling RMB686 million were secured by
property, plant and equipment (Note 7), leasehold
land and land use rights (Note 6), certain inventories
(Note 18), certain notes receivable (Note 22) and
restricted bank balances (Note 23) of the Group and
guaranteed by a third party.

The other unsecured borrowings of RMB20 million
(2018: RMB65 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 2019 and 2018, the Group’s
borrowings were repayable as follows:

Bank borrowings

29. &R
(@)

(©

For the year ended 31 December 2019
FEeBEEAARBT T AEN) #HZE2019F12A31BILFE

K (42)
MR2019F12 A31H  BH AR
1.68 8T A MBI T AARE

BEE - BE MR A7)
EREEE(MEs) KRR HIRT
raeh (95T 23) fEHEHA ©

MR2018F 12 A31H ' A HEARK
6.86 (Bt A IR/ T FUARSE
BERMME - BEREEE?) -
FE L R -t {F A (HaEs)
ETEE(MF18) BT REKE
& (M E22) LA K& SR Hl8R 17 4 #2
(MIsE23) 1RSI —BE=H
TEFEIR o

AR 20008 (20184 : AR
# 6,500 7T ) HY E b £ 1 19 5 3R
EEWEKBRFRERER - ZE2E
HKEEEEEY - F 8 F'aﬂfi?;zfﬁﬁ
AR —FHEREFARNEGFE

MR20194F 201812 A31H » &
SEEMEREIEARRIOT ¢

Other borrowings

RITEN Hnfa ™

2019 2018 2019 2018

1 e e Y O
Within 1 year 1R 4,559,905 2,538,357 20,000 65,000
Between 1 and 2 years 1&E24F 533,127 162,000 - -
Between 2 and 5 years 2FB54F 728,572 - - -
Over 5 years 5FM F 57,000 - - -
5,878,604 2,700,357 20,000 65,000
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29. fER (&)

(continued)

The effective interest rates at the balance sheet date
were as follows:

Bank borrowings RITER 3.68%-6.86%
Other borrowings HffER 3.60%

2.21%-4.75%

(&)

2018
us$ RMB Us$
xn ARE X

4.52%-8.00%  2.96%-4.71%
- 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 value of the non-current
bank borrowings are as follows:

Carrying amount
IREE

2019

RRITRZEIK - RBERNE
HEMEEELIUEAREE-

IERBIRITERNEAERARE
BT :

Fair value
AREE
2018 2019 2018

Bank borrowings RITER 1,318,699

162,000

1,318,743 162,392

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 2019, the carrying amount of the
borrowings amounting to RMB1,785 million (2018:
RMB1,100 million) and RMB4,114 million (2018:
RMB1,665 million) were denominated in US$ and
RMB respectively.

Annual Report 2019 ¢ — & —

FERBRITEFNAABEEAR
SENBEE BRI RFEAKEME
FEY & RSB IRIT IS N RIZER
EMEEITIREE o

R2019%F12 A31H  EEAEAA
R#17.858 (20184 : AR
11.00f270) B A R 8411418 T
(20184 : AR¥:16.651870) HIfE
KA BIAFETRAREETE -
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29. BORROWINGS (continued)

(c) (continued)

29. fER (&)

)

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 K
6-12 months 6E12M@A
More than 12 months 1218 A A L

30. DEFERRED REVENUE

At 1 January 2018

Addition
Credited to the consolidated statement of
profit or loss

At 31 December 2018

Addition
Credited to the consolidated statement of
profit or loss

At 31 December 2019

(#&)

N8R [ 3R 1T A8 AR S EL A 18 FORFE A
PR RaNEFTER RN
™

2019 2018
2,142,604 1,279,756
2,721,000 1,323,601
1,035,000 162,000

5,898,604 2,765,357

30. EEWA

M2018F1 A1 H

NE
REfEaRALK

M2018F 12 A31 H

NE
REFFEIERARR

R2019412 A31H
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Deferred
government
grant

I E BT 6 R

I
111,664

30,217

(21,745)
120,136

59,233

(17,104)
162,265
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DEFERRED INCOME TAX 31.

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

IERE P 1S B

EERRBNAEERARSHBERER
WZRZRNTE  UARBELEHREHE
Rl — M B AN Z BRI BRI TFE
R BB METAR  MARAS
HH R REEBATIRR - BEME

taxable entities where there is an interaction to settle the MEEHBEESEN - KEELELT -
balances on a net basis. The offset amounts are as follows:

2019 2018
[ /! | |
Deferred tax assets: FEERIAEE ¢

— Deferred tax asset to be recovered — #1218 A 12Uk e /Y
after more than 12 months EEFRIAE B 55,840 104,636

— Deferred tax asset to be recovered — #1218 A U E Hy
within 12 months RIETHIBE E 222,998 166,353
278,838 270,989

Deferred tax liabilities: BEMIBEE -

— Deferred tax liabilities to be settled — B 12@ A BN
after more than 12 months EEFIAAE (25,938) (16,215)

— Deferred tax liabilities to be settled — B 1218 A R
within 12 months BRI AR (6,209) (5,068)
(32,147) (21,283)
Deferred tax assets - net FELERIBEEE — B8 246,691 249,706

The gross movement on the deferred income tax account is
as follows:

EEFTSTAR B RE ST

2019 2018
1 I
At 1 January ®m1A1H 249,706 140,534
(Charged)/credited to the consolidated A& BBz % (1), 3R
statement of profit or loss (Note 37) (Fff3£37) (3,015) 109,172
At 31 December M®12HA31H 246,691 249,706

Deferred taxation is calculated on temporary differences
under the liability method using the tax rate and the tax
base that is consistent with the expected manner of
recovery or settlement for the year ended 31 December
2019.

BERERAAELINTHEERIRE
HZE2019F 12 A31 B It FEFE YD
HEFE TR B EREETE -

Annual Report 2019 « —Z— A FFH 295



Notes to the Consolidated Financial Statements (Continued)

o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated)
(B=E BN

31. DEFERRED INCOME TAX (continued)

The movement in deferred income tax assets and liabilities
during the year, without taking into consideration the
offsetting of balances within the same tax jurisdiction is as
follows:

Deferred income tax assets:

Temporary
difference
arising from
expense
recognition

Tax
losses

ERERN

For the year ended 31 December 2019
FEeBEEAARBT T AEN) #HZE2019F12A31BILFE

296

HEBR ERMER

31. REEFTEBL (&)
FRBELFRSHEERBECRAT AL
Bl —BHEANEEN AR HEHIT
RIEPSTHEE -
Impairment
provision of
assets and
provisionof  Unrealised Accelerated
legal claims gains depreciation Total
EEHE
BERER EES
ZEER 2RNE MEHE ait

At 1 January 2018 n2018%1 A 1H 16,052 111,449 20,992 77,521 - 226,014
(Charged)/credited tothe  RAMHERR

consolidated statementof (1) /328

profit or loss (3,767 29,169 1,765 5,752 54,173 87,092
At 31 December 2018 2018 F 12 A31H 12,285 140,618 22,757 83,273 54173 313,106
(Chargedy/credited tothe  ABHERR

consolidated statementof ~ (H12) /28

orofit or loss (11,334 5,349 B51) (102100 41671 14298
At 31 December 2019 R2019F 12318 951 135,270 22,206 73,063 95,844 327,334

The Directors are of opinion that accumulated tax losses of
RMB782 million and unused temporary differences arising
from impairment provision of assets of RMB1,687 million as
at 31 December 2019 (31 December 2018: RMB315 million
and RMB2,375 million) were unlikely to be utilised, therefore
no deferred income tax assets were recognised in this
regard. Tax loss amounting to RMB9 million (2018: RMB119
million), RMB12 million (2018: RMB9 million), RMB63 million
(2018: RMB12 million), RMB90 million (2018: RMB78
million) and RMB608 million (2018: RMB97 million) expire in
2020, 2021, 2022, 2023 and 2024 (2018: 2019, 2020,
2021, 2022 and 2023) respectively.
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BEMRA A N20195412H31H A
RE782ETHRIFHEBERARE
16.87 BT EERERBEENADRYE
=R (2018512 H318 : AR¥3.15
BT R ARKI3758TT) i AT 8E4
A Bt WER L ERELEMSH
BE - ARBV0ET(2018F : ARME
1.19187T) « AR 1,20087T(2018 4 -
AR®I00&E T) - AREB,3008 T
(20185 : ARM120087T) AR
9,0008 7t (2018 4F : ARM7,800&7T)
& A R #6.0818 ;L (20184F : A R %
9,700 87T ) A H 1A E518 75 Bl L 2020 4F
20214 - 20225 ~ 2023 4F [z 2024 £ (2018
1 20194 « 20204 ~ 20214 ~ 2022
F K 2023 F) @ °
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DEFERRED INCOME TAX (continued)

For the year ended 31 December 2019
FIEeBANARBTTREN) #ZE2019F12A31BILEE

31. EELEMRESB (4

Deferred income tax liabilities: EEFTISTAE
Investment
Fairvalue  Capitalised inan Depreciation
gains interest associate  differences Total
DR R-EHE
EfEkE EARLFE ARZRE HEZR H
| [ | | | [ |
At 1 January 2018 R2018%1 1B (32,844) (42,399) (10,237) - (85,480)
Credited to the consolidated REfBRRLE
statement of profit or loss 8,019 3,824 10,237 - 22,080
At 31 December 2018 2018E 12 A31 B (24,825) (38,575) - - (63,400)
Credited/(charged) to the consolidated  RAGHER R ZE /(1K)
statement of profit or loss 7,711 (7,835) - (17,119 (17,243
At 31 December 2019 20194124318 (17,114) (46,410) - (17,119) (80,643)
OTHER GAINS - NET 32. Hftlizs — FE
2019 2018
| [ |
Government grants BT B 82,260 147,609
Fair value gains/(losses) of financial BARBEFTEEEZEETA
assets at fair value through Bak/eMEECAREE
profit or loss Wz, (E18) 210,754 (3,416)
Investment income from financial assets Z AR BEE 2 B HZ 8T A
at fair value through profit or loss BREAZERMEEZREWRA 227,330 203,646
Gains on disposal of financial assets HEZANBEFSEHE
at fair value through other STAEMERE W2 B
comprehensive income BEZ W = 2,635
Investment income from structured EEMRITHERZKE
bank deposits WA 44,503 =
Gains/(losses) on disposal of property, HEME MENMKREZ
plant and equipment (Note 42) Wz, (E518) (M 42) 119,925 (214,734)
(Losses)/gains on disposal of investment HEREME 2 (E18) WS
property (Note 9) (KF3£9) (7,017) 2,529
Gains of raw materials and by-products R} & Bl E Uzt 16,790 15,890
Other foreign exchange gains — net H e H s — FEE
(Note 38) (Fff5E38) 13,040 32,603
Losses on derecognition of FEUN IR AR I ETERR
notes receivable E518 (116,970) =
Others, net HAith - %8 29,181 44,549
Total other gains - net HibWzs — BHESE 619,796 231,311
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33. OTHER INCOME 33. HMWA
2019 2018

| |
Interest income from loan receivables JEWE R 2 F BULA 89,094 4,985
Dividend income from financial assets BRARBEFEEHES A

at fair value through other HEtiraamr emEEY

comprehensive income A% B A 82,092 6,319
Interest income from financial assets BAREBETEEEZETA

at fair value through other Hfira ame emEE L

comprehensive income FlEWA 5,278 8,279
Rental income from investment TEYHE AL RHA

properties (Note 9) (FFEEQ) 10,645 15,783
Others Hih 30 28
Total &3t 187,139 35,394
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34. EXPENSES BY NATURE 34. BHEBEEYHAX

2019 2018

1 I
Employee benefit expense (Note 35) EERAIMx (K17E35) 1,118,634 1,087,756
Changes in inventories of finished goods &k M R ER BHITFE

and work in progress HE) (68,793) 294,401
Raw materials used and cost of goods ~ FIARMK REEE 5

sold for trading B 35,362,477 29,858,023
Cost of properties sold EHEWERAR 85,600 122,459
Utilities BER 1,526,999 1,667,953
Depreciation of property, Y BB R EREITE

plant and equipment (Note 7) UEXS 1,158,046 1,131,372
Amortisation of intangible assets BB

(Note 10) (HMtzE10) 12,469 11,550
Amortisation of leasehold land and T & b Ko 4 b {5 R R A 8E

land use rights (Note 6) (fF5E6) = 5,812
Depreciation of investment properties KEMETE

(Note 9) (FF5EQ) 8,608 11,530
Depreciation of right-of-use assets FREEEITE

(Note 8) (Kizx8) 17,768 -
Provision for impairment of trade FEUE SRR R 2 BB

receivables (Note 19) (FzE19) 10,126 17,873
Reversal of impairment of prepayments, FEfIZIE « 24 R EH b FEUBR R

deposits and other receivables BB 2 B (Fff 5% 20)

(Note 20) (4,895) (234,035)
Reversal of impairment of loan RN E RORE 2

receivables # o = (2,209)
Tax 18 134,432 154,179
Research and technical consulting fee R FiigaE 80,065 113,269
Rental fee HeER 8,051 181,570
Auditors’ remuneration ZEEN %

— Audit services — ZERH 4,550 4,538

— Non-audit services — IERRBURTS 570 2,281
Export fee HOEA 4,188 6,622
Others Hib 166,931 182,858
Total &5t 39,625,826 34,617,802
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For the year ended 31 December 2019

(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

35. EMPLOYEE BENEFIT EXPENSE 35. EERFMAX

2019 2018
1 |
Staff costs (including directors’ BB
emoluments) (BREESEM:)
— Salaries and welfare — & kEF 996,728 969,593
— Pension costs — defined — RIKEMA — EEHER
contribution plans (a) 512l (@) 121,906 118,163
1,118,634 1,087,756

(@) 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 2019 and 2018, 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.

(b) Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include four (2018:
four) directors whose emoluments are reflected in the
analysis of Note 47. The emoluments of the remaining
one (2018: one) highest paid individuals for the year
ended 31 December 2019 are as follows:

(a)

(b)

BikE — ERMAKEE

AN EE B R B A M B A A
MWiE B2 HEBERITAMN TR
HRBmEBRARSHE - B Z=2019
FR2018F 12 A1 B ILFE » &
EEIZEEHF S HLE10%E20%
FAMZEFEEL EEMER -
ZHET ERATR ©

B A L 2P IR BE MO SRIB SN - AR
30 £ (A 1 B SUR KA £ X ATIRIK
T RAETRMERREMNOEME
o

AEREEHMAL

REEAEIRNSESFMALE
FEUAL(20184F : Uy )EE - H
B B RH 47 DT 27 -
HZE2019F 12 A1 HIEFERX
FFHB (20185 : — L) &
BEATHMESOT

Salaries, allowances and other benefits ¥ & « JE8 & E 1@ F 1,593 771
Retirement benefits scheme RIRERFT B 5K
contributions 16 39
Performance related incentive ESEy )k
payments - 3,000
1,609 3,810
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35. EMPLOYEE BENEFIT EXPENSE (continued) 35. BEEEFMAXZ &)
(b) Five highest paid individuals (continued) (b) EEEZESFMALE)
The remuneration fell within the following bands: BT AT EE -

Number of individuals

AE
2019 2018
1 Y O
HK$1,500,001 to HK$ 2,000,000 1,500,001 7T = 2,000,000 7 7T
(approximately RMB1,329,001 to (Y9 AR # 1,329,001 TZE
RMB1,772,000) AR¥E1,772,0007T) 1 -
HK$4,000,001 to HK$ 4,500,000 4,000,001 7T = 4,500,000 7T
(approximately RMB3,544,001 to (B9 AR 3,544,001 TZE
RMB3,987,000) AR #3,087,0007T) - 1
36. FINANCE INCOME AND COSTS 36. MW ARRAK
2019 2018
L I
Interest expenses FEER
— borrowings — &R (135,955) (89,923)
— discount of notes receivable — R EIERARIR = (44,601)
— lease liabilities —HEaE (4,790) (11,688
Net foreign exchange losses on &30 K FE 1~ A% B BE 35 & 48
borrowings and dividends FEE (KisE38)
payable (Note 38) (51,965) (17,443)
Finance costs U RN (192,710) (163,655)
Less: amounts capitalised as qualifying ¥ : & &R EEENL
assets -] 49,380 2,340
Total finance costs (Note 42) TSR AN 4R 8 (P 5T 42) (143,330) (161,315)
Interest income FLEWA
- bank deposits — BITER 69,127 29,552
— other receivables and amounts due — Hih U R 2 K el
from related parties RaEs 75 518 4,621 6,169
Total finance income (Note 42) MU A LR (Fi5E42) 73,748 35,721
Finance costs — net WA — FRE (69,582) (125,594)

Annual Report 2019 « —Z— AL FE4F#H 301



Notes to the Consolidated Financial Statements (Continued)

o DF S 85 e o B ke (48

(Al amounts in RMB thousands unless otherwise stated)
(BREEERIN FBELBROUAARE T T REL)

37.

302

INCOME TAX EXPENSE

Current income tax EHIMETH
— PRC enterprise income tax — R ERMEH
(the “EIT") ([%FpREH])

— Singapore profit tax
Deferred income tax (Note 31)

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.

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 2019 after utilising
accumulated tax losses (2018: nil).

China Oriental Singapore has been awarded the “Global
Trader Programme” status since 1 April 2011 and continued
to be awarded from 1 January 2019 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 non-taxable or non-deductible for income tax purposes.
The EIT rate applicable to the subsidiaries incorporated in
the Mainland China is 25% (2018: 25%) except for Zhongjin
Leasing.
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— FINE RIS
EIERTE (HEES1T)

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE

37. FiSBiEH

2019 2018
I

772,928 1,544,702

21,926 3,369

3,015 (109,172)

797,869 1,438,899

RAFIRBAREIBIFRARDEEAR
EEMARERRERRERR &
BREANBREMSH -

ARBAEEFENNBRAREEERS
ERAVEE2NECRBREBARES T
MR RBEREELDT - WERRHN
RBERAREEMEH

HREESARBIESER  RESE
18 S ML B R B A R
REZE2019F 12 31 B L FE AL &
FERRBAE - MR BFTIREBHEH
(20184 : &) o

FREEFFMHE E2011F4 51 HEE
BRI E S8 ol WHEESH
RAHIAL - B 201941 A1 BfEAMSF -
AR 15 R (B 3R 5 5 D3 B T 00 4 B R
XBRERELHOEHGAMIIAE TIER
RigH - GERNR G WA
TEMREA10% HBF -

PEEEMSHIERREDBEHEE
122 R A5 B2 mp B KB A1 A A2 O B /B 2
AHPEE @A - RFEBE T HARTK
PRI B RM A  BBIE B &5t
o JERNFE T BURRE M A LA I B
NAMBEMAEHRT R S25% (20184 :
25%) * FRPIZBESD
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37. INCOME TAX EXPENSE (continued)

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 2019, the effective tax
rate of Zhongjin Leasing was nil (2018: 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 withholding tax
(“WHT") at rate of 10%. If a foreign investor incorporated in
Hong Kong meets the conditions and requirements under
the double taxation treaty arrangement entered into
between the Mainland China and Hong Kong, the relevant
rate of WHT will be reduced from 10% to 5%. During the
year ended 31 December 2019, the distribution of dividends
among Jinxi Limited and certain foreign subsidiaries of the
Group was subject to WHT at rate of 5%.

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 23.77% (2018:
24.93%) to respective profits of the consolidated entities for
the years ended 31 December 2019 and 2018 as follows:

37. FRSBIEM &)

FEMEEAEREBEELE K
REE T {THbE o g E H 2017 F &
BE I SEEILLE - 2017 = 2020
FZHENFEEBAREN - R20194F
128318 AEREZEBRHEEXAT
(2018F : &) o

RIRE A AP BRG] - 72 B R BERR
M KA R REIMEE F 5 R 2008 F 1
A1ABEENZFEBRE  —KE
B 10% B RGN TR ([FEHH L) -
REBEMKIZAIINRIEEEFE T
ABEEEE 2 FF] LA E % 8 EREH
FELHE TEGRESK - HENTENT
FRERBUA0%EE 5% « RE 2= 20194
12 31 BLIEFEA - R EAEE
ETEINTB AR 2 ERIR B D IKIE 5%
TR MBI -

N 68 B BR A AT a B MO TR IE A B 2= 2019 4F
F2018F12A3 1 BILFEAHEERED
A BB hn e 9@ A & 23.77%
(20184F : 24.93% ) 7T E R IEmmAREN =
EHRAT ¢

Profit before taxation B 35 B A 4,064,794 6,299,420
Taxation calculated at statutory tax rate  3Z A FE R EHFiIE 966,394 1,570,294
Tax exemption of a subsidiary — IR S A E H I RO BB A 7

established in specific area ZFriStiE % (123,977) (124,725)
Temporary differences and tax losses for RFERIELFTIS T E EM

which no deferred income tax asset TR R R IAEE

was recognised 10,314 26,941
Reversal of withholding tax on R—EBERRZIREZ

investment in an associate TEINB B El = (10,287)
Withholding tax on dividends from WA Rz kB Z TN

subsidiaries 102,044 120,662
Utilisation of previously unrecognised tax )R8 RIER 2 T IBE 18

losses and temporary differences NEREER (54,538) (90,069)
Withholding tax on intra-group interest &£ B A ERF| 8 2 FEHFL 527 277
Effect of non-taxable income BARBRA Z & (99,954) (57,653)
Effect of non-deductible expenses AR E 2 28 2,061 3,409
Deductible investment in environmental  RJ B KRR R EIRE

protection equipment (5,002) -

797,869 1,438,899
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Notes to the Consolidated Financial Statements (Continued)
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(Al amounts in RMB thousands unless otherwise stated)
(B=E BN

For the year ended 31 December 2019
FEeBEEAARBT T AEN) #HZE2019F12A31BILFE

38. NET FOREIGN EXCHANGE (LOSSES)/GAINS 38. [EX (#5i18) WS

The exchange differences credited in the consolidated REFRBERZRANGCKRZENZE2E 50

statement of profit or loss included the followings:

1 |
Other gains — net (Note 32)
Finance costs — net (Note 36)

39. (LOSSES)/GAINS FROM DERIVATIVE

FINANCIAL INSTRUMENTS

T
2019 2018
I
Hiplzs — F58 (KI5E32) 13,040 32,603
WA — F5 (fI5E36) (51,965) (17,443)
(38,925) 15,160

39. FTHESRMIAE> (BE) ki

2019 2018

|
Investment (losses)/gains from foreign INESRHR S 4 2 1B

currency forward contracts (a) (E518), Wz (@) (19,639) 18,559
Investment gains/(losses) from foreign SNEE - R R K SRAEEE 4

currency, interest rate and iron ore Z21&& Wz (E1E) (b)

swap contracts (b) 1,646 (252)
Investment (losses)/gains from iron ore, &R - BAUARASHE

rebar and alloy future contracts (c) BHZIE (B18), /W3 () (94,095) 11,565
Investment gains from rebar and coke 24U M R EIEHAE AL

future option contracts (d) 2B W E (d) 427 =
Total &5t (111,661) 29,872

(@ As at 31 December 2019, realised losses amounted
to RMB17.3 million and unrealised losses amounted
to RMB2.3 million (2018: realised gains amounted to
RMB33.4 million and unrealised losses amounted to
RMB14.8 million) were derived from foreign currency
forward contracts. A derivative financial liability of
RMB2.3 million was recognised on balance sheet as
at 31 December 2019 accordingly.

(b) As at 31 December 2019, realised gains amounted to
RMB1.6 million (2018: unrealised losses amounted to
RMBO0.3 million) was derived from foreign currency,
interest rate and iron ore swap contracts.

304  China Oriental Group Company Limited ® #1575 £ B ik A R A 7
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HEE AR 7308 T BAE
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B8 ) o Bt - R20194 12 A 31
H ARB20ETHITESRE
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39.

40.

Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

(LOSSES)/GAINS FROM DERIVATIVE
FINANCIAL INSTRUMENTS (continued)

(c) As at 31 December 2019, realised losses amounted
to RMB82.0 million and unrealised losses amounted
to RMB12.1 million (2018: realised gains amounted to
RMB10.1 million and unrealised gains amounted to
RMB1.5 million) were derived from iron ore, rebar and
alloy future contracts. A derivative financial asset of
RMB2.5 million and a derivative financial liability of
RMB14.6 million were recognised on balance sheet
as at 31 December 2019 accordingly.

(d) As at 31 December 2019, realised gains amounted to
RMBO0.4 million was derived from rebar and coke
future option contracts.

EARNINGS PER SHARE

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.

40.

. TTESRMIAZ(BR) WEE)
© M2019F12A318 ' HiEA - 18
DMk ESHEANEEAR
82008 TEMREBEBER AR

1,210%ﬁﬂiﬁﬁﬁwiﬂa(zo18¢
ARE1,0108 LB R K=
REA08 T AR ) © I&t'
R20194 12 A31H + AR ¥ 250
ETHNITESREERARK
1460 B THITESRIBEREE
BEXRPER -

@) 201912 A31H @ BAUSHKRE
HPEHEANEEARKI0E
TCE R ES -

F W

X

SREAYGEHRBAD AR HE
B4 IR DA 4E PO B 54T 2B AR 0 I
FHBTHE -

2019 2018
| [ | |
Profit attributable to owners of the AR A A E(E T

Company 3,210,309 4,781,678

Weighted average number of ordinary BT TR R (F)

shares in issue (thousands)

3,722,569 3,655,434

Basic earnings per share (RMB per FREARWZE (FRAREIT)

share)

0.86 1.31
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(Al amounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

40. 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.
For the year ended 31 December 2018, 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 that would
have been issued assuming the exercise of the share
options. As at 31 December 2019 and 2018, the Company
did not have any dilutive potential ordinary share.

40.

BRW S (2)
e

ERBBRBEDERKAMEAIHENE
LRI ARG BRARDEITY
BRHINE T IREGTE - REZ=2018
F12A31HIEFE  ARRE—HEAH
EREELT B : B - sLEREm
= REEARITE BT A RS
WEEEER BTRAREBEEBEAR
ANERHBEFEHFEME) A EANRKS
HE - U EFNFTEHRMDEE BRE
REREITEMED BTN EE
I EEES o 120194 22018412 A31H -
KRARRE M A HIEH) B LR -

2019 2018

Profit attributable to owners of the
Company

Weighted average number of ordinary

shares in issue used in calculating B 317 mAR hnsE
basic earnings per share (thousands) FEHE(TR)
Adjustments for options (thousands) R RE AR (FR%)

Weighted average number of ordinary
shares and potential ordinary shares
issued as the denominator in
calculating diluted earnings per share

(thousands)
Diluted earnings per share FlHERE
(RMB per share) (BERARET)

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

ARG ESRERK D

SHEGREERERER
HENT BT EBRE
T R (TR

ZAYNGIE: S SR E-p A Epgil

3,210,309 4,781,678
3,722,569 3,655,434
= 4,738
3,722,569 3,660,172
0.86 1.31
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Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REBEHEAIN MBESEAUARETTREMN) BE2019F12 A1 BILFE

DIVIDENDS

1
Interim, paid (a) (b)

Final, paid (c)

Final, proposed (d)

FRHE - 2@ (b)
KE - 244 (c)
RER - 2 ()

(@) At the Board meeting held on 29 August 2019, the
Board proposed an interim dividend of HK$372.3
million (approximately RMB336.3 million), representing
HK$0.10 per ordinary share and a special dividend of
HK$186.1 million (approximately RMB168.1 million),
representing HK$0.05 per ordinary share in respect of
the six months ended 30 June 2019. The proposed
dividend was paid during the year ended 31
December 2019.

(b) At the Board meeting held on 29 August 2018, the
Board proposed an interim dividend of HK$707.3
million (approximately RMB613.4 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.

(c) At the Board meeting held on 28 March 2019, the
Board proposed a final dividend of HK$405.2 million
(approximately RMB348.5 million), representing
HK$0.11 per ordinary share and a special dividend of
HK$262.5 million (approximately RMB225.7 million),
representing HK$0.07 per ordinary share in respect of
the year ended 31 December 2018. The proposed
dividend was approved by the shareholders of the
Company on the Annual General Meeting of the
Company dated 3 June 2019 and was paid during the
year ended 31 December 2019.

(d) At the Board meeting held on 31 March 2020, the
Board proposed a final dividend of HK$335.0 million
(approximately RMB306.1 million), representing
HK$0.09 per ordinary share in respect of the year
ended 31 December 2019.

RE
2019 2018
I R
504,428 613,395
- 574,170
306,118 -

@ M2019F8 H20HEITHNEZEH
gL EEREZNEZE2019
#6730 H 1L/~ A R+ HR S
3.723 BB (K ARKB.3631E7T)
(BNER% E3@mA%0.1057T) R EFRIR
B1.861 BB T (AR 1.6811E
70) (BN E@A%0.05787T) ° it
ERRENRBEEREZE2019F
12 A31 BLEFERLZA »

(o) M2018F8HA220BBRITHNEEH
eHL EEZRAEZENEZE2018
6 H30H L/ EHIREFHR S
7.073 BB T (AR 6.134187T)
(BNERE L RAL0.1987T) L%
KEHREEREZE20185F 12 A
31 BIEFERAZ °

() M2019F3A28HEITHNEEH
€Z Lt EEREEMEE2018
F12 A31 B IEFEIRERARKE
4052188 (P AR S.485187T)
(BN E3@AL0.11 87T ) R B
B.2.625 BB T (HARK2.257 15
70) (A& E®Z0.078T) It
ERREMNRER2019F6 A3H
AARBITHRERF KRG EEAR
NAKRER BB REREZE2019
F12 A31 BIEFERI A -

d) M2020F3A31THEBITHNESH
ent EEREZNEZE2019
F12 431 B L FE k2 RHARKE
3.350 88 T (H AR 3.061127T)
(BNER% E3@A%0.09757T) °
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o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated)
(B=E BN

42. CASH GENERATED FROM OPERATIONS

(@ Reconciliation of profit before income tax to cash (a)
generated from operations is as follows:

Profit before income tax

Adjustments for:

Amortisation of leasehold land and
land use rights (Notes 6, 34)

Depreciation of property, plant and
equipment (Notes 7, 34)

Depreciation of investment properties
(Notes 9, 34)

Depreciation of right-of-use assets
(Note 8)

Amortisation of intangible assets
(Notes 10, 34)

Amortisation of deferred revenue
(Note 30)

(Gains)/losses on disposal of
property, plant and equipment
(Note 32)

Losses/(gains) on disposal of
investment property (Note 32)

Provision for impairment of trade
receivables (Notes 19, 34)

Reversal of impairment of
prepayments, deposits and other
receivables (Notes 20, 34)

Reversal of impairment of loan
receivables (Notes 21, 34)

Share of results of associates and
a joint venture (Note 12)

Gain on disposal of financial assets
at fair value through other
comprehensive income (Note 32)

Losses/(gains) from derivative financial
instruments (Note 39)

Dividend income from financial assets
at fair value through other
comprehensive income (Note 33)

Interest income from financial assets
at fair value through other
comprehensive income (Note 33)

Interest income from loan receivables
(Note 33)

SREBRERNOT ¢
2019 2018
1 Y
BR PS5 A& A 4,064,794 6,299,420
FEE
FAE 1t [ £t (5 R 4
By (fizEe ~ 34) - 5,812
YE -~ BB R
e (HEE7 - 34) 1,158,046 1,131,372
wEMEITE (FizE9 - 34)
8,608 11,530
FREEETE (Fizks)
17,768 =
mPEEHHE (HE10 - 34)
12,469 11,550
B a8 (3 30)
(17,104) =
HEME  BERE&#H 2
(Uezs), /B8 (M7 32)
(119,925) 214,734
HEREME L EBE
(Yezs )(W&SQ) 7,017 (2,529)
B (BisE19 ~ 34) 10,126 17,873
TE IR - iRe REMEI
BRI Z R E ]
(FfsE20 ~ 34) (4,895) (234,035)
FEURE R 2 R E Tl
(Pftzx21 - 34) - (2,209)
LB E AR R—MEE %
EFEE (HiE12) (50,704) 1,941
HERAREBENFEEEEH
FFAEMERA RS2
S RbEE 2 W (FisE32) - (2,635)
PESBMIACZER
(Y ) (FizE39) 111,661 (29,872)
BEARBEFEAHEEFHTA
Hifraamz eMmEEL
AR B U (FF5E33) (82,092) (6,319)
BRARBEFEBEESHTA
Hifm o WEz eMmEEZ
FLEWA (FF5E33) (5,278) (8,279)
FEWE TR 2 F B A
(Ffi7£33) (89,094) (4,985)
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For the year ended 31 December 2019
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42. CASH GENERATED FROM OPERATIONS

Notes to the Consolidated Financial Statements (Continued)

(Alllamounts in RMB thousands unless otherwise stated)

(B A=BHEHI

(continued)

(@)

Reconciliation of profit before income tax to cash @)
generated from operations is as follows: (continued)

Fair value (gains)/losses of financial
assets at fair value through profit or
loss (Note 32)

Investment income from financial
assets at fair value through profit or
loss (Note 32)

Impairment loss on investment in
an associate (Note 12)

Other foreign exchange gains
(Notes 32, 38)

Finance income (Note 36)

Finance costs (Note 36)

(Increase)/decrease in inventories,
properties under development and
held for sale and investment
properties

(Increase)/decrease in trade and notes
receivables, prepayments, deposits
and other receivables

(Increase)/decrease in amounts due
from related parties

Increase in restricted bank balances

Increase in deferred revenue (Note 30)

Increase/(decrease) in trade payables,
accruals, advances from customers
and other current liabilities

(Decrease)/increase in amounts due
to related parties

(Decrease)/increase in contract
liabilities

Cash generated from operation

o OF S0 85 e o Bk (%80)

For the year ended 31 December 2019
FIEeBANARBTTREN) #ZE2019F12A31BILEE

42, EEEHKRENRE (&)
B BT 1554 AT i M BRLZE A |5 S S R
SHYERNT : (8)

2019 2018
)

BRAREEEBEZEHTA
BRRZEMEEZDRA

BE (), B8 (KisE32) (210,754) 3,416
BARBEFTEAHEEZEHA
BaR eMEEL
FEWA (FFE32) (227,330) (203,646)
R—EEBE AR ZEE
RERK(HE12) - 34,122
HAbFE IS
(ff5E32 ~ 38) (13,040) (32,603)
BRI (HI5E36) (73,748) (35,721)
B TE R AN (B 52 36) 143,330 161,315
HTE - BEPRSFELES
Y5 RIGE M
(3&m),m
(884,814) 273,140
B E ZERR KRR
TERFOE - Re REM
FEURBRFR (3 0),/ R > (2,407,811) 968,340
JE U BA B 5 5k IE (38 0), S >
(850) 1,952
IR I RTT A BRI AN (585,047) (62,661)
EIEU AL 0 (P 5E 30) - 8,472
ENEZERN - RIRER -
AW R F RIE R H A
mEA G, ORD) 914,469 (571,868)
JE1SBAESE 5 5k IE O A>) /3 N
(24,175) 22,347
AHEaECRD),
(151,738) 1,629,944
ELXEKENES 1,499,889 9,599,918
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(BREHEPIN  RESBEINARBTTREMN) HE2019F12A31BLFE

42.

310

For the year ended 31 December 2019

CASH GENERATED FROM OPERATIONS 42. ELXERENRE(#®)
(continued)
()  Major non-cash transactions: b)) FEIFREXRH:
Except the major non-cash transactions disclosed B & OF B 75 iy 2 E Aib 2019 FT I 52 /Y
elsewhere in these consolidated financial statements, TEIRESXZHIN B E20195F
the Group endorsed bank acceptance notes to 12A31BIEFE  AEEREE
suppliers for purchase of property, plant and ME  BENMEERHEREZEER
equipment amounting to approximately RMB1,862 THERHEZH ARIE1862E T
million (2018: approximately RMB1,125 million) for the (2018F : HHAREE11.2518TT) °
year ended 31 December 2019.
(©)  Inthe consolidated statement of cash flows, proceeds © RESRERAN HEVE BE
from sales of property, plant and equipment KEREBRERIEELE
comprised:
2019 2018
| Y
Net book amount of property, plant  HEWZE - BEKREED
and equipment disposed (Note 7) BREFE (M) 157,150 268,486
Gains/(losses) on disposals of HEME - BEREEZ
property, plant and equipment W, (E518)
(Note 32) (F3E32) 119,925 (214,734)
Non-cash assets received BUIEREEE (85,061) (53,403)
Cash proceeds from disposal of HEWE - BELRE
property, plant and equipment 18R % 192,014 349
Non-cash assets received mainly represented bank WERIEIR S EETBIEmME -
acceptance notes and other receivables received from M= KRR I ER BV SR 1T A,
deductions of property, plant and equipment. PEZE [ H i fEUGBR X
China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A



Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

42. CASH GENERATED FROM OPERATIONS 42. EXERENRE(®)
(continued)
(d) Reconciliation of liabilities arising from financing o BMEEHELAHEBEZHEZRMN
activities is as follows: T
Loans from Other Other
Borrowings related long-term long-term
(Non-  Borrowings parties payables payables
current) (Current) (Current)  (Non-current) (Current) Total
) Afh R AR
5 B REEZER R JE BRAT
(F%D) (KB  (iE)  GRB) (D) &t
1 e e ) ) O
At 31 December 2017  A2017512A31H 235,500 1,890,206 60,411 - 206,540 2,392,657
Cash flows BenE
— Inflow from financing ~ — BATEBTA
activities 162,000 6,026,990 - - - 6,188,990
— Outflow from financing — BL&TEEN L,
activities - (5,566,782 (36,480) - (206,043)  (5,809,305)
Non-cash changes FHREE
— Reclassfication -E58 (235,500) 235,500 - - - -

—Increase infuture~ — BEREZ AR
finance charges on BE S MIENN

finance leases - - - - (497) (497)
Currency tranglations ~ §#H#HE - 17,443 - - - 17,443
At 31 December 2018 74201812 31 H 162,000 2,603,357 23,931 - - 2789288
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REEEPIN FAESEAUARETTREN) BE2019F 12831 HIEFE

42. CASH GENERATED FROM OPERATIONS 42, EXERENRE (#)
(continued)
(d) Reconciliation of liabilities arising from financing O BMEEZBHEAWABBEIHEXRD
activities is as follows: (continued) T (&)
Loans from
Borrowings related Lease Lease National
(Non-  Borrowings parties liabilities liabilities debt
current) (Current) (Current)  (Non-current) (Current)  repurchase Total
BEn

e i REZER  BERE  BERE
(¥78) (£8) (R8) (kR (£8)  EREER ait

Recognised onadoption  FAE B KHEEE|

of HKFRS 16 F 165D - - - 81,702 3,622 - 85,324
At1 January 2019 R2019%1A1R 162,000 2,603,357 23,931 81,702 3,622 - 2,874,612
Cash flows Reig
— Inflow from financing ~ — BY&EBEA

activities 2,130,133 14,675,380 13,024 - - 398,292 17,216,829
— Outflow from financing  — BE& B

activities - (13,707,344) - - (15,048) (331,393)  (14,053,785)
Non-cash changes FRLES
— Recognition of - EAFRREE

right-of-use assets - - - 22,490 6,806 - 29,386
— Reclassification -ENE (982,005) 962,005 - (19,621) 19,621 - -
— Increase in future - HEZARBETH

finance charges on #m

leases - - - 4,790 - - 4,790
Currency ranslations ~~ EHAE 8,571 26,507 80 1,300 64 - 36,522
At31December 2019 2019612831 H 1,318,699 4,579,905 37,035 90,661 15,155 66,899 6,108,354
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o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

43. COMMITMENTS 43. EiE
(a) Capital commitments (a) BEAREIE
2019 2018
| |
Purchase of property, BEVE  BERRE
plant and equipment
— Contracted but not provided for — BETABREBHE 2,643,877 1,824,782
— Authorised but not contracted for ~ — 2R R4 2,985,217 238,701
5,629,094 2,063,483
(b) Commitments to properties under (b) BERDYEZAE
development
2019 2018
1 | Y
Purchase of properties under BEBEPYE
development 39,387 -
(c) Operating lease commitments (c) REHEAIE
(i) Aslessor iy EHEBEA
The investment properties are leased to tenants KREMERBEREHENAD
under operating leases with various AEENREZHEHEE TH
arrangements of rental payments. The minimum PR EMERERNRIERE
lease payments receivable on leases of WHERNFKIT :

investment properties are as follows:

2019 2018
| | [ |
Within one year 1FR 7,542 6,411
Between one and two years 1E24F 7,265 6,278
Between two and three years 2 & 34 6,531 5,853
Between three and four years 3 & 44 6,130 4,600
Between four and five years 4EB5%F 4,714 3,958
Later than five years 5 F 8,387 8,891

40,569 35,991
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For the year ended 31 December 2019
FEeBEEAARBT T AEN) #HZE2019F12A31BILFE

43. COMMITMENTS (continued)
(c)

Operating lease commitments (continued)

(i) Aslessee

The Group leases various lands and offices
under non-cancellable operating leases expiring
within six months to nineteen years. The leases
have varying terms, escalation clauses and
renewal rights. On renewal, the terms of the

leases are renegotiated.

From 1 January 2019, the Group has
recognised right-of-use assets for these leases,
except for short-term and low-value leases, see
Note 2.1.1 (c) and Note 8 for further information.

43. EIE(#)

(c) REHERE B
(i) EREEA
AEERBETAHENES

HEHEXELAMMB A
= HEHENEAZTA
FR- HEAEBTREHR
HEGHREEEE BE
- REFHEEEGRR

B20196 1818 #£ K&
EEERAREENERE
EE HEHKEEERE
BRAONE LB REMEE2.1.1()
K HizES) o

2019 2018

Within one year 16K
Later than one year and
no later than five years

Later than five years 5F A E

44. RELATED PARTY TRANSACTIONS

(@ For the years ended 31 December 2019 and 2018,

the Directors are of the view that the following

10,308

1AL - 5FLAR

31,579
90,001

131,888

44, BEBAIR S

(@ HZ=E2019FK2018%12A31H1E
FE - E2MRBUTRRIRAL

companies and persons are related parties of the =¥z olea):
Group:

Name Relationship with the Group
=18 B E I RAER

! ____________________________________________________________|]
Foshan Jin Lan Aluminium Company Limited Minority shareholder of Jinxi Jinlan
(“Foshan Jin Lan”)
BlLemamaR AT ([#LEE]) RS BH DB
Foshan Jin Lan Nonferrous Metals Product Co.,
Ltd. (“din Lan Nonferrous Metals”)

BHLeREESBRRERAR(EHNERER]) HLESHNMNEAR]

Foshan Jin Lan’s subsidiary

Tangshan Fengnan Qu Jinxi Fenggang Iron and Chairman of the board of Jinxi Fenggang is Mr. Shen
Steel Co., Ltd. (“dJinxi Fenggang”) Xiaoling, a director of the Company
FLTEmEEALMMEaRAR(NEHEMN|) YN EETRERA/LTARER LB L
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44. RELATED PARTY TRANSACTIONS (continued)

(@)

Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

For the years ended 31 December 2019 and 2018, (a)
the Directors are of the view that the following
companies and persons are related parties of the

Group: (continued)

Name

=L

1
Oriental Sheet Piling Sdn. Bhd. and its subsidiaries

(“Oriental Sheet Piling”)

Oriental Sheet Piling Sdn. Bhd. & E Fff B A 7]
([ Oriental Sheet Piling])

Arcelor International Steel Trading (Shanghai)
Co.,Ltd. (“Arcelor International Trading”)

Arcelor International Steel Trading (Shanghai)
Co., Ltd. ([ Arcelor International Trading |)

XTAL

XTAL

Tianjin Zhanwei Technology Co., Ltd.
(“Tianjin Zhanwei”)

RERMBEARAR (TRERM)

Hurstville Trust
Hurstville Trust

Atlas Property Holdings Pty. Ltd. (“Atlas”)

Atlas Property Holdings Pty. Ltd. ([ Atlas |)

4. BRI RS (&)

HZE2019F K 2018 12 A31 A1k
FE FEMBABUATRARIRAL
BAEERBEE S (&

Relationship with the Group
EAZS £ B Y BA R

.|

Controlled by the same ultimate parent company of
ArcelorMittal Holdings AG, an entity holds over
20% equity interests in the Company

BB AN AER20% RIEE RN TS
ArcelorMittal Holdings AG #)#8 (@)
ST SYNEIEe o

Controlled by the same ultimate parent company of
ArcelorMittal Holdings AG, an entity holds over
20% equity interests in the Company

MEA AN EBIE20% REE =N E S
ArcelorMittal Holdings AG #J#8[7]

S EE S SYNSIEe 7|

An associated company of the Group
REBER—RHBE AR

Minority shareholder of a subsidiary of the Group
REE—HEWBRE 2 VEARR

A joint venture of the Group
REBEH—FHEEPRE

The other shareholder of an associated company of
the Group
RN E B QR 2 HAMARE
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Notes to the Consolidated Financial Statements (Continued)
o OF B 555 i A B e (A

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

44. RELATED PARTY TRANSACTIONS (continued) 44, BB R Z (&)

(@  For the years ended 31 December 2019 and 2018, (@ HEZE2019F &2018F 12431 HIE
the Directors are of the view that the following FE BFEMRAEUATARRAL
companies and persons are related parties of the BAREBMNBEE S ()

Group: (continued)

Name Relationship with the Group

=r BRZK 52 B Y BA £
! _______________________________________|]
Vodar Tianjin Co., Ltd. (“Tianjin Vodar”) Minority shareholder of a subsidiary of the Group up

to 19 February 2019
RER(RE)RBABRAR ([ REXRER]) HZE2019F2 F19AASKE—RHWBARZH

AR
KOHE Industrial Plant and Technology Company Minority shareholder of a subsidiary of the Group
Ltd. (“Kohe”)
Rk T2 R (&) AR A E ([ R AEBE—FHWEB AR 2 PHARR
Mr. Zhou Weijie Controlling shareholder of Foshan Jin Lan
AEGEE #5111 & B AR AR AR R
Elise Trust An associated company of the Group
Elise Trust NEE B E QT
Mr. Li Hejun Minority shareholder of Jinxi Heavy Industry
up to 1 January 2018
FRERE HZE2018F1 A1 REASTIMPERE
Mr. Han Jingyuan and Ms. Zhang Cuilan Chairman and Chief Executive Officer of the
Company and his spouse
FERUR o A OR BB Lt RRFNEEREFEREFNTE RARS
The English name of certain companies referred in this ANEA TS R ER Pt s T A RlH) R X
financial statements represent management’s best BAEEERBEANEZEHED
effort at translating Chinese names of these EAS W BERZE AR ES
companies as no English names have been SRR 7 EXHE o
registered.
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44. RELATED PARTY TRANSACTIONS (continued)

(b)

Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

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 2019

and 2018:

4. BRI RS (&)

BRAGHMIEREEMBOFEHE
BTN - REE 20194 K 20184F 12
ASIHIEFERN  EEMRBAN
THEABB TR S IR AEEH

Sales of goods

— Oriental Sheet Piling

— Arcelor International Trading
— Tianjin Vodar

Sales of utilities
— Jin Lan Nonferrous Metals
— Foshan Jin Lan

Rendering of service
— XTAL

Purchase of goods
— Tianjin Vodar

Purchase of service
— Kohe
— XTAL

Loans granted from a related party
— Elise Trust

Repayment of loans granted from a
related party
— Mr. Li Hejun

Loans granted to related parties
— Atlas
— Mr. Zhou Weijie

Repayment of loans granted to
related parties

— Atlas

— Mr. Zhou Weijie

— Hurstville Trust

— XTAL

HEEY
— Oriental Sheet Piling

— Arcelor International Trading

— RERER

HEREIR
—THEELE
— hlLeH

SR HLARTS

— XTAL
BEEY

— R RER
BERS

— R

— XTAL

— BB R T 2ER

— Elise Trust

BE—REBTRTZER

- FEELE
BT R 2 &%

— Atlas
— BEALEE

B RS ER R

— Atlas

— EEGSEE
— Hurstville Trust
— XTAL

Annual Report 2019 ¢ — =T — L F R

BERGBEPET
2019 2018
53,358 15,275
8,499 27,449
- 1,830
61,857 44,554
21,661 26,094
71 2,383
21,732 28,477
- 157
36 81,952
8,732 31,995
1,249 7,067
9,981 39,062
13,024 -
- 36,480
- 26,778
- 15,000
5 41,778
47,590 7,766
15,000 -
1,942 2,529
= 11,468
64,532 21,763
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Notes to the Consolidated Financial Statements (Continued)

o BF 9 B e e i (78)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

44. RELATED PARTY TRANSACTIONS (continued) 44, BB R Z (&)

318

(b)

Save as disclosed elsewhere in the consolidated (b) BARAEGHIERREMMIHARER
financial statements, the Directors were of the view TN REE 20194 K 20184 12
that the following significant related party transactions B31BIEER =M
were carried out in the normal course of business of THEAKBEB LS TR AERB
the Group during the years ended 31 December 2019 ERIIEII (T ¢ (4F)

and 2018: (continued)

2019 2018
L' |||

Guarantee for bank borrowings of AN&EBRITERE T H

the Group provided by REER
— Mr. Han Jingyuan and — BRI ER
Ms. Zhang Cuilan REBEREZT 500,000 -
The guarantee for bank borrowings of the Group BHEREERREZFL TR AEE
provided by Mr. Han Jingyuan and Ms. Zhang Cuilan RITERIRERNERLEZE2019
expired during the year ended 31 December 2019. F12A31BILEFEERH -

i) EEEBAEME

TREBEABBEAITRIE
HITESF FLEERBME

() Key management compensation

Key management includes executive and non-
executive directors. The compensation paid or

=] 7 N m =] \
payable to key management for employee BN EREEABKOM
services is shown below: ST
2019 2018
.| [ | |
Salaries and other short-term HeREMEHESET
employee benefits 21,512 45,663
Post-employment benefits RIRS MK 84 75
21,596 45,738
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Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

44, RELATED PARTY TRANSACTIONS (continued) 44, BBEE B R Z (&)

(©) The following were the related party balances of the € M2019F K2018F12A31H ' &~
Group as at 31 December 2019 and 2018: SE R SRR AT
2019 2018
| ______________________________________! _______________| __________________|]
Amounts due from related parties JiE s R B 75 SR IE
Current B
Trade balance B S0
— Jin Lan Nonferrous Metals —SHERTE 2,622 1,247
— Foshan Jin Lan — BILeH - 525
2,622 1,772
Loans to related parties A T E R
— Hurstville Trust — Hurstville Trust 63,894 65,048
— Tianjin Zhanwei (i) — RAEEM) 61,028 56,450
— Atlas — Atlas - 47,636
— Mr. Zhou Weijie (ii) — BB A (i) - 15,000
124,922 184,134
127,544 185,906
As at 31 December 2019 and 2018, the fair values of R2019F 201812 A31 8 -
the Group’s amounts due from related parties TIRFBIEK - AL EREYEE
approximated their carrying amount, as the impact of BARIEBz AR BEAUERD
discounting is not significant. =R
As at 31 December 2019, the ageing of trade RK2019F 12 A31 A - [EUEIH:
balances due from related parties were within three B EBNRRA=RAR -
months.
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Notes to the Consolidated Financial Statements (Continued)

o DF S0 85 e o ik (78)

(Al amounts in RMB thousands unless otherwise stated)

(BRAEEP ESBOUARETTREM) BE2019F12A31 AILEFE

44. RELATED PARTY TRANSACTIONS (continued)

320

()

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

The following were the related party balances of the
Group as at 31 December 2019 and 2018:
(continued)

Except for the related party balances disclosed in (i)
and (ii) below, others were unsecured, interest-free,
without fixed terms of repayments and are expected
to be collected within one year.

(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 WEeijie was secured by
shares of a minority shareholder of Foshan Jin
Lan, bore interest at a rate of 8% per annum
and was repaid during the year ended 31
December 2019.

As at 31 December 2019, the carrying amount of the
Group’s amounts due from related parties amounting
to RMB64 million (2018: RMB113 million) and RMB64
million (2018: RMB73 million) were dominated in AU$
and RMB respectively.

For the year ended 31 December 2019

4. BEEA RS (&)

(©

MR2019FE K 2018F 12 A31 H » &
EERRIE T BRI - (8)

B T 511 () B (if) 352 B8 &Y B8 Bk 07 44 BR
Sh o R REEA - 8 - EE
EEEMNRFARHN —FRNKE -

) ERTREERBARG &R
—RLBBER BN ELR
o mENE%HE MAR
—EFREE -

iy ERTEEGTLEUFLS
BM—RLVERE ZRMEE
o REFRINFENMER
H E2019F12 A31H |FF
EREE -

MR2019F 12 A31H  KEEME
W T REZERABARARE
6,400 JL (20184 : A R ¥1.13
Br) & AR #6,4008 (2018
F: AREET730087T) » D RIE
TTRAREEEE -



Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

44, RELATED PARTY TRANSACTIONS (continued) 44, BBEE B R Z (&)

(©)

The following were the related party balances of the € M2019FK2018%F 1231 H @ &
Group as at 31 December 2019 and 2018: KEmBERTERET ()
(continued)
2019 2018
! ___________________________________! _________________| |
Amounts due to related parties FE 1< BB S 75 5K IE
Current JEE)
Loans from related parties A 7 B
— Foshan Jin Lan — #BILEH 23,931 23,931
— Elise Trust — Elise Trust 13,104 -
37,035 23,931
Trade balance e
— Foshan Jin Lan — HILEEH 140 =
— XTAL — XTAL = 4,668
— Tianjin Vodar — RERER - 63
140 4,731
Others Hit
— Kohe — Rk 10,125 29,407
— Foshan Jin Lan — BILEE 383 383
— Jinxi Fenggang — AL 354 354
— Arcelor International Trading — Arcelor International Trading 10 10
— Oriental Sheet Piling — Oriental Sheet Piling - 302
10,872 30,456
48,047 59,118
All the amounts due to related parties were BT FEA RAER 5 I8 A -
unsecured, interest-free and without fixed terms of B BEETEEE -
repayments.
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Notes to the Consolidated Financial Statements (Continued)

o DF S 85 e o B ke (48

(Al amounts in RMB thousands unless otherwise stated)
(BREEERIN FBELBROUAARE T T REL)

45.

322

POST BALANCE SHEET EVENTS

The novel coronavirus disease (“COVID-19”) epidemic was
spreading out since January 2020, imposing a material
adverse impact on the overall economy and every industry
in China. The Group has carried out a series of prevention
measures, such as arranging shift work for staff, controlling
the number of staff in office, performing production line
maintenance earlier than original plan, etc., to effectively
protect the health of staff and to ensure production safety.
For the steel industry, the downstream construction
enterprises were having different degrees of delay in
resumption of work after Chinese New Year, and the
Chinese Government was imposing logistics control to
prevent the spread of the epidemic. Hence, there were
increase in social inventory and decrease in steel prices. On
the other hand, it is expected that the Chinese Government
will continue strengthening infrastructure facility investment
to reduce the impact of COVID-19 epidemic on the
economy. The Group will closely monitor the development
of COVID-19 epidemic, and continue to assess the impact
of the epidemic on the financial position and operating
results of the Group as well as to take proactive measures
as appropriate. As at the date on which this set of
consolidated financial statements were authorised for issue,
the assessment is still in progress.

China Oriental Group Company Limited e Bl 58 75 5= B AL A R A A

45.

For the year ended 31 December 2019
HZE2019F 12 A1 HILFE

HERKER

B2020F 1 ALAZK - iR E AR S5 B
((FEFE)EBEEL  HhHEBEL
ENMAETEELEEARATHELE - A&
BERE T —R5EHEE  flnLEEE
THMTHE - ZEHRIAETETAS &
Rt 8liR R ETEESNEES - A
MREEINRETVRREELZS ° 5t
MEEmMS  THEECERTETF
BHNETBETEREENTE  LUKLFE
BREHEREZARIERBEEL - A
bt IR S EFEN R EREE
BN - B—HE - FBEIF BB %
BMEEEMBRENRE  UREHT
RERBHEENTE - AEEBRY)
ERTTRSRIENER  REETH
ZRBEAEEBT BRI RLEEKNRT
FEWRBUEE MTEREE - RILEE
MRS BB SRR BH - % TR
FEHEFTH o



Notes to the Consolidated Financial Statements (Continued)
B DF B 55 e 2 B s (7))

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

46. BALANCE SHEET AND RESERVE 46. A NFIEEEBREGEESRE

MOVEMENT OF THE COMPANY

As at 31 December

MW12H31H
2019 2018
[ | | |
ASSETS EE
Non-current assets EREBEE
Property, plant and equipment Y - BB REE 1,049 1,127
Right-of-use assets FREEE 4,607 =
Investments in subsidiaries MEBARIEE 519,531 574,873
Loans to subsidiaries B R ER 2,140,103 2,232,537
Financial assets at fair value through BRARBEEEHEEFH:TA
other comprehensive income HEMiralamr emEE 64,834 66,376
Financial assets at fair value through BARBEFTEEEZEFA
profit or loss BRiRsemEE 211,620 243,120
2,941,744 3,118,033
Current assets RENEE
Trade receivables FEWE AR 343,044 710,744
Prepayments, deposits and other JERERIE - 124 & EAE
receivables BRI 54,824 50,210
Financial assets at fair value through RANRBEFSEAEZEFTA
other comprehensive income BEMirelam s emEE 30,637 -
Financial assets at fair value through BARBEFEAEEFHTA
profit or loss BRRZEOMEE 485,958 230,550
Restricted bank balances ZRFIRITAERR 20,888 47,730
Cash and cash equivalents WERBEEEY 956,139 551,280
1,891,490 1,590,514
Total assets HMEE 4,833,234 4,708,547
EQUITY R
Equity attributable to owners of FRERAARERREEN
the Company s
Share capital R 380,628 380,628
Share premium i1 % B 3,532,234 3,532,234
Other reserves HAb A (10,915) (3,955)
Retained earnings BIr e 469,315 224,142
Total equity ERAs 4,371,262 4,133,049
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o OF B 555 i A B e (A

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BRZEIERIN MESFAUARETTREL) HZE2019F12 A1 HIEFE

46. BALANCE SHEET AND RESERVE 46. XN TEEEEBRRHEEE (&)
MOVEMENT OF THE COMPANY (continued)

As at 31 December

®W12H31H
2019 2018
| | [/ |
LIABILITIES =K
Non-current liabilities FRBEE
Borrowings EN 190,683 —
Lease liabilities HEamlE 2,470 =
193,153 -
Current liabilities REBAE
Trade payables FEE SRR 5,998 259,467
Accruals and other current liabilities ERERAMEMTEEE 16,790 11,692
Borrowings N 243,503 304,195
Lease liabilities HEBE 2,381 =
Dividends payable FERTAR B 147 144
268,819 575,498
Total liabilities HWaE 461,972 575,498
Total equity and liabilities EERBESTT 4,833,234 4,708,547
The balance sheet of the Company was approved by the AREEERAEBRENR2020F3 H31H
Board of Directors on 31 March 2020 and were signed on CEERWETHUATEERSRSE -
its behalf.
Han Jingyuan Han Li
BiiR Bh
Chairman Director
FE E2
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o OF S0 85 e o Bk (%80)

(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(BREEEBAN  FESBEONARET T REL) #HZE2019F 12831 HIEFE

46. BALANCE SHEET AND RESERVE 46. AR FEEEBXRERBESSB)

MOVEMENT OF THE COMPANY (continued)

Financial
assets at
fair value
through other
comprehensive Accumulated
Options income gains Total
BRAAE
BiEEHE
BEIT AR
GealEZ
BRE tREE Rt &t
1 I I N —
Balance at 1 January 2018 R2018F1 B1 Az &% 412,809 (7,059) 55,859 461,613
Profit for the year ERRA = - 1,666,842 1,666,842
Fair value gains on debt investments at A% BEHBEAEHHA
fair value through other Eizalia s BBREL
comprehensive income NI DR - 5,735 - 5,735
Transfer of fair value gains previously ~ RMIEERD R EEFEEEED
credited to reserve to statement of SARME A MG 2 BERE
profit or loss upon disposal of BRERG ARG ALEE
debt investments at fair valug through ~ WHEZBER
other comprehensive income - (2,635) - (2,635)
Employee share options EERERETE
— issuance of shares — B1IRM (314,981) - - (314,981)
— lapse of share options — BREAN (97,828) = 97,828 =
Dividend provided BRHREE = = (1,596,387) (1,696,387)
Balance at 31 December 2018 R2018 1231 B 2 &8s - (3,959) 224,142 220,187
Profit for the year FEEA = = 1,323,771 1,323,771
Fair value losses on debt investments ~ 1RA 7 BIE: T E B HEF:A
at fair value through other G AR BRREL
comprehensive income B @Eﬁ B = (6,960) = (6.960)
Dividend provided Bl = = (1,078,598) (1,078,598
Balance at 31 December 2019 5@2019# 12A31 Az &4 = (10,915) 469,315 458,400
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(Al amounts in RMB thousands unless otherwise stated) For the year ended 31 December 2019
(REEEPIN FAESEAUARETTREN) BE2019F 12831 HIEFE

47. BENEFITS AND INTERESTS OF DIRECTORS 47. EEEf kR
BAABEERETETHRABEK EUYH

The emoluments received/receivable by individual directors

and the chief executive is set out below: B & 20T -
()  For the year ended 31 December 2019: () EZE2019F12 A1 HILEFE :
Fair value Pension
of employee costs-
Salaries share defined
and options  contribution
Name of director Fees allowances Bonus granted plans Total

ERILER g
BRESH: AX-TEE

BEpE e HerEE i MER {8 &t
| [ | | /| [/ [ |
2019 20194

Mr. Han Jingyuan () SRR () 532 10,207 - - 16 10,755
Mr. Zhu Jun KERE 354 3,190 - - 16 3,560
Mr. Shen Xiaoling TER LA 354 1,772 - - 16 2,142
Mr. Han Li BhEE 354 2,126 - - 16 2,496
Mr. Zhu Hao RERE 709 - - - 16 725
Mr. Sanjay Sharma Sanjay Sharma %5

(appointed on 30 (R2019%

September 2019) 9830 HEZT) 20 - - - 4 94
Mr. Ondra Otradovec ~ Ondra Otradovec 4 354 - - - - 354
Mr. WongMan Chung,  EXFE4E

Francis 709 - - - - 709
Mr. Wang Tianyi TRELAE 354 - - - - 354
Mr. Wang Bing TikkE 354 - - - - 354
Dr. Tse Cho Che, Edward %8 &+

(appointed on (R2019F

7 November 2019) 11R7REZME) 53 - - - - 53

4217 17,295 - - 84 21,596
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47. BENEFITS AND INTERESTS OF DIRECTORS 47.

Notes to the Consolidated Financial Statements (Continued)

o OF S0 85 e o Bk (%80)

(Alllamounts in RMB thousands unless otherwise stated)

For the year ended 31 December 2019

(Br=EIERI ESBOUARETTREM) EE2019F12A31 ALEFE

(continued)

(i)

For the year ended 31 December 2018:

ESENEERS#)

(i)

HZE2018F 12 A31 HILEFEE

Pension
Fair value Costs-
of employee defined
Salaries and share options  contribution
Name of director Fees  allowances Bonus granted plans Total
BREER fihe
BREE: KA - ER
EEL e FOREH T DAEE R ait
1 e e ) ) O N
2018 20185
Mr. Han Jingyuan () BHEREA() 514 23,730 - 15 24,259
Mr. Znhu Jun RERE 342 7,708 - 15 8,065
Mr. Shen Xiaoling TER LA 342 4,281 = 15 4,638
Mr. Han Li ENRE 342 5,152 - 15 5,509
Mr. Zhu Hao RERE 685 856 - 15 1,556
Mr. Ondra Otradovec ~ Ondra Otradovec ¢4 342 = = = 342
Mr.Wong Man Chung, &V F5%4
Francis 685 - - - 685
Mr. Wang Tianyi TRERE 342 = = = 342
Mr. Wang Bing Tk 342 - - - 342
3,936 44,727 = 75 45,738

(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 2019
and 2018. The emoluments of the independent non-
executive directors of the Company during the year
are approximately RMB1.5 million (2018: RMB1.4
million).

Save as disclosed elsewhere in the consolidated
financial statements, 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 years ended
31 December 2019 and 2018.

) BEEERETAARAER
HITE °

HE2019F K 201812 A31H
IEFE BESEREXRERE
FAME - FA - T FARFIH
BYERTEZTOPHSHOARE
1508 L (20184F : A R¥1408
JL) °

BREHTIEREEMTDTEER
GN s REE2019F 2 2018 12 A
31 B It FEF RN ZEEEMA
BrfE AARIRERBERLIER
¥R FEARARESHEREE
BEEAERIZ2EERS «
B4 o
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Five-year Financial Information

4 S 5 B R

A summary of the consolidated statement of profit or loss and of
the consolidated assets, liabilities and non-controlling interests of
the Group for the last five financial years is as set out below:

CONSOLIDATED STATEMENT OF PROFIT OR
LOSS

AEBEEA A EMRFENRHEERRE
HEE  BENFEHIEERHESRZINT

BHtEER

Year ended 31 December
BZ12A31ALLEE

Audited
BER
2019 2018 2017 2016 2015
(RMB’000)  (RMB'000)  (RMB’000)  (RMB’000)  (RMB’000)

(AR#Tr) (ARETT) (ARBTI) (ARET) (ARETT)

Revenue N 43,014,224 40,782,302 41,352,596 26,427,443 21,071,538
Profit/(loss) before income tax ~ MFTERIATERI/(E518) 4,064,794 6,299,420 6,407,730 1,054,948 (889,668)
Income tax expense FIERER (797,869)  (1,438,899)  (1,524,566)  (523,936) (46,349)
Profit/{loss) for the year FEHF/(BE) 3,266,925 4,860,521 4,883,164 531,012 (936,017)
Profit/(loss) attributable to : wh,/ (EE) BBR
Owners of the Company AREERBEE 3,210,309 4,781,678 4,839,080 722,127 (766,503)
Non-controlling interests SEPREI MR 56,616 78,843 44,084 (191,115 (169,514)
3,266,925 4,860,521 4,883,164 531,012 (936,017)

CONSOLIDATED ASSETS, LIABILITIES AND
NON-CONTROLLING INTERESTS

BHEE -  BEEFEGHNES

As at 31 December

MW12831H

Audited

REX
2019 2018 2017 2016 2015
(RMB’000) (RMB'000)  (RMB’'000)  (RMB’000) (RMB’000)

(AEB®TR) (ARBTT) (ARET) (ARETL) (ARETT)

Total assets A E 35,407,241 29,608,580 24,405,369 21,048,562 22,363,723
Total liabilities maE (15,583,746) (11,927,032) (10,300,601) (11,684,021) (13,451,561)
Non-controlling interests JEIE S MRS (321,814) (273,962) (192,589) (108,443) (397,734)

19,501,681 17,407,586 13912,179 9,256,098 8,514,428
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