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| mportant Statement

The Board of Directors and the directors of the Company guarantee that there are no significant
omissions, fictitious or misleading statements carried in the Report and we will accept individual
and joint responsibilities for the truthfulness, accuracy and completeness of the Report.

None of the directors, supervisors, and senior executives demonstrated uncertainty or
disagreement about the truthfulness, accuracy, and completeness of this report.

All of the 6 directors presented the board meeting at which this annual report is examined and
passed.

Shulun Pan Certified Public Accountants Co., Ltd. issued the standard auditing report without
qualified opinion for the Company.

Chairman of the Board — Zhang Xiaofang, Chief Financial Officer — Mr. Cao Aimin, and Head of
Accounting Dept. — Mr. Zuo Zhanguo hereby declare: the authenticity and integrality of the report
are guaranteed.

This report is prepared both in English and Chinese. Should any conflict in interpreting, the
Chinese version shall prevail.
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|. Company Profile

1. Legal Name of the Company in Chinese:

In English: BENGANG STEEL PLATES CO., LTD

Legal namein short form: BSP

2. Legal representative Yu Tianchen

3. Secretary of the Board: Zhang Jichen, Stock Affair Representative: Lu Xiaoyong
Contact address: No.16, Renmin Road, Pingshan District, Benxi City, Liaoning

Tel: 0414 7828360 7828734 Fax: 0414 7824158 7827004

Email: bgbczjc761@126.coom

4. No.18 Guangtie Rd., Pingshan District, Benxi City, Liaoning

Office address: N0.16, Renmin Road, Pingshan District, Benxi City, Liaoning, Post Code: 117000
Email: bghc761 126.com

5. Information disclosure media stipulated by the company: China Securities Journal, Security
Times, Hong Kong Commercial Daily

Annual reports aso published online at:
http://www.cninfo.com.cn

Place where the annual report is prepared and ready for reference: Stock Affair Department, 16th
Renmin Rd., Pingshan, Benxi, Liaoning

6. Stock listed in: Shenzhen Stock Exchange

(1) Short Form of A-Shares: BENGANGBANCAI  Stock Code: 000761

(2) Short Form of B-Shares: BENGANGBAN-B  Stock Code: 200761

7. Misc. Information

Initial business registration on: June 27 1997

Business registration renewed on: June 15, 2007

Business registration renewed with: Liaoning Commerce & Industry Administration Bureau
Business license number: 210000004931633

Taxation registration number: 210502242690243

Organization code: 24269024-3

Public accountant engaged by the Company: Shulun Pan Certified Public Accountants Co., Ltd.

Address: 4/F 61 Nanjing Rd. East, Huangpu, Shanghai



II. Financial Highlight

1. Gross profit and composition In RMB

Items Indices
Total profit 1,004,624,635.03
Net profit 925,366,759.73
Net profit deducted non-recurring gain/loss 1,023,935,121.48
Main business profit 4,599.718.287.76
Other business profit 331,001,964.70
Operation profit 1,102,798,792.06
None businessincome/ expense, net -98,174,157.03
Cash flow generated by business operation, net 2,586,482,576.88
Net increasing of cash and cash equivalents -112,458,855.03
Note: Non-recurring gain/loss excluded are
Gain/loss of non-current assets -103,090,249.31
Government subsidies accounted into current gain/loss account, other than those
closely related to the Company’ s common business, comply with the national| 1,881,326.47
policy and continues to enjoy at certain fixed rate or amount.
Gain/loss from debt reorganization 7,277,701.25
Other non-business income and expenditures other than the above -4,242,935.44
Influenced amount of income tax -394,204.72
Total -98,568,361.75
2. Major accounting data and financeindicesin the latest 3years In RMB
Yuan
3.1 Mgjor accounting data
2010 o009~ |IMoreaseldecressel g4
(%)
Turnover (yuan) 45,687,750,464.69|35,597,775,963.71 28.34%38,702,329,077.52
Gross profit (RMB) 1,004,624,635.03| -1,324,544,203.59 175.85%| 241,303,453.08
Net profit attributable to
shareholders of the listed 925,366,759.73| -1,545,191,032.37 160.89%| 165,089,865.35
company (yuan)
Net profit attributable to the
shareholders of the listed
company and after deducting| 1,023,935,121.48|-1,483,521,740.36 169.01%| 164,428,397.60
of non-recurring
gain/loss(RMB)
Net Cash flow generated by | o6 105 576,88 3,588,902,570.76 127.93%)| 4,202,599,078.14
business operation (RMB)
End of 2010 End of 2009 |Increase/decrease| End of 2008




(%)
Gross Assets (RMB) 35,871,741,948.24|34,821,686,467.03 3.02%|32,722,333,254.16
Owners equity attributable
to the shareholders of the [15,010,359,312.05|14,124,642,552.32 6.27%|15,826,633,584.69
listed company (yuan)
Capital shares (shares) 3,136,000,000.00] 3,136,000,000.00 0.00%| 3,136,000,000.00
2.2 Mgjor financial indices
2010 | 2009 | Meressidecresse | 5q
(%)
Basic earnings per share (Yuan/share) 0.295| -0.493 160.89%| 0.0526
Diluted earnings per share (Yuan/share) 0.295 -0.493 160.89%| 0.0526
BB E NS Pt EEIES M EE LTS 0.327| -0.4731 160.01%| 0.0496
gain/loss (Yuan/share)
Weighted average net ol 0 0 0
o] ratio (%) 6.35%)| -10.32% 16.67%| 1.01%
Weighted average net
income/asset ratio less non-recurring 7.03%| -9.91% 16.94%| 1.01%
gain/loss(%)
Net Cash flow per share generated by 082 11444 28.35%| 1.3688
business operation (yuan/share)
Endof | Endof | Increase/decrease | End of
2010 2009 (%) 2008
Net asset per share attributable to the
shareholders of the listed company 4.79 4.504 6.35%| 5.0468
(Yuan/share)
3. Supplementary form of the Cash Flow Statement
2010 2009
Net return on equity Earnings per share Net return on equity
Profit of the (% (RMB) (% Earnings per share
report period Basic Diluted Basic Diluted
On full earnings | earnings On full earnings | earnings
amortizing | weighted per per amortizing | weighted per per
basis average share share basis average share share
Net profit 6.16% 6.35% 0.295 0.295 -10.94 -10.32 | -0.4927 | -0.4927
Earnings per
share after
deducting  of
non-recurring
gainfloss 6.82% 7.03% 0.327 0.327 -10.5 -9.91 | -0.4731 | -0.4731
4. Differences between domestic and inter national accounting standar d
Net profit attributable to the Owners'  equity to shareholders of the
shareholders of the listed company listed company
Current term |Amount of last term|  End of term Beginning of term
OnIAS 925,366,759.73| -1,545,191,032.37| 15,010,359,312.05| 14,124,642,552.32
CEemEEe 925,366,759.73| -1,545,191,032.37| 15,010,359,312.05| 14,124,642,552.32
accounting standard




Individual and total of adjustment according to IAS

Total of differences
between the IAS and
domestic accounting
standard

0.00

0.00

0.00

0.00

Statement on
differences between
the IAS and Chinese
Accounting Standard

No difference btween the domestic and international accounting standard.

5. Change in shareholders equity

RMB Yuan
Surplus Total of
Items Share capital | Capital reserves reseFr)ves Retained profit shareholders
equity

ngltr:rl:g 3,136,000,000 | 8,736,261,134.76 | 921,277,509.22 | 1,331,103,908.34 | 14,124,642,552.32
Increased
this yer 54.430,000.00 025,366,759.73 | 979,796,759.73
Decreased 94,080,000.00 94,080,000.00
this year

Etg?rﬁf 3,136,000,000 | 8,790,691,134.76 | 921,277,509.22 | 2,162,390,668.07 | 15,010,359,312.05

Notes

1. Increasing of capital reserves was caused by receiving of government award in 2010 amounted

to RMB54,430,000.00.

2. Retained profit has increased because: profit of the current term RMB925,366,759.73. and
RMB94,080,000 was distributed.




[11. Particulars About the Capital Share and Shareholders

1. Statement of changein capital shares

Statement of change in capital shares (Ended Dec. 31, 2010, in shares)

Before the change

Changed (+,-)

After the change

Amount

Proportion

Issuing
of new
shares

Bonus|
shares

Transferred
from
reserves

Others|

Sub-total

Amount

Proportion

|. Shares with
trading limited
conditions

2,038,410,050

65.00%

2,038,410,050

65.00%

1. State-owned
shares

2. State-owned
legal person
shares

2,038,400,000

65.00%

2,038,400,000

65.00%

3. Other
domestic shares

Incl.
Non-government
domestic legal
person shares

Domestic
natural person
shares

4. Share held by
foreign investors

Incl. Shares
held by foreign
legal persons

Foreign
natural person
shares

5. Management
shares

10,050

0.00%

10,050

0.00%

Il. Shares
without trading
limited
conditions

1,097,589,950

35.00%

1,097,589,950

35.00%

1. Common
sharesin RMB

697,589,950

22.24%

697,589,950

22.24%

2. Foreign
sharesin
domestic market

400,000,000

12.76%

400,000,000

12.76%

3. Foreign
sharesin
overseas market

4. Others

I11. Total of
capital shares

3,136,000,000

100.00%

3,136,000,000

100.00%




Change of conditional shares

in shares

Conditional Conditiona
Name of the shares at Released | Increased shares at end of | RE8SON of | Dateof
shareholder | peginning of | thisyear | thisyear year condition | releasing
year
Benxi Steel Share December
(Group) Ltd. 2,038,400,000 0 0 2,038,400,000 restructuring |31 2010
Total 2,038,400,000 0 0] 2,038,400,000

Conditional current shares held by Bengang Group at the share relocation day was 575,200,000
shares. On August 28, 2006, the Company placed 2 billion shares privately to Bengang Group.
Thus the conditional current shares held by Bengang Group increased to 2,575,200,000 shares. On
April 29, 2008, 56,800,000 conditional shares held by Bengang Group were released for trading.
And another 480,000,000 shares were released on April 30, 2009.

1567580 shares were sold thereof. At present, the total shares held by Bengang Group is
2573632420 shares.

2. Shareissuing and listing
The previous three times of share placing prior to the end of the report term.

(1) At June 10 — 12 1997, the Company issued 400 million domestic listing foreign shares(B-share)
in Shenzhen Stock Exchange, the placing price was HKD2.38 when listed on July 8, 1997. On
November 3, 1997, issued the domestic listing RMB common stock (A-Share) 120 million shares
in Shenzhen Stock Exchange, issue price was RMB5.40, listing date was January 15th, 1998. On
July 16th 1998, the 108 million employees shares were approved to be listed in the stock
exchange.

(2) On June 30, 2006, the Company issued 2 billion A shares privately to Bengang Group and use
the proceeds to purchase the steel & iron assets of the Group. It was approved by China Securities
Regulatory Commission on June 30th 2006. On August 28 2006, as approved by China Securities
Depository & Clearing Corporation Ltd. Shenzhen Office, the registration and conditional placing
procedures of the 2 billion new shares were completed. On September 28 2006, the privately
placed shares were approved by Shenzhen Stock Exchange to be placed in the stock market on
October 9th 2006. Category of the share: Renminbi common shares (A shares); amount placed: 2
billion shares; subscribing price: RMB4.6733 yuan/share; The newly placed shares are shares with
limitation to sell. They are not able to be transferred in 36 months since the date when they are
registered to the name of Bengang Group, i.e. August 28 2006.

3. Particulars about the shareholders and substantial controller

Top 10 shareholders
Total of shareholders | 57,665
Top 10 Shareholders
Properties of Shart_e Conditional | Pledged
Name of the shareholder proportion | Total shares
sharehol der o shares or frozen
%o
Benxi Steel (Group) Ltd. State-owned 82.07%|2,573,632,420| 2,038,400,000
legal person
DREYFUS PREMIER
INVESTMENT FDS Overseas o
INC.-DREY FUS GREATER natural person L67% 52,237,245
CHINA FD




China Construction Bank —
Shangtou Morgan China Domestic o
Advantage Securities Investment |natural person 1.62%| 50,846,952
Fund
GOVERNMENT OF Overseas
SINGAPORE INV. CORP-A/C 0.76%)| 23,980,148
ne natural person
NOMURA TST N BK CO.,LTD Overseas
ATTFASIAATTR DIV STK FD natural person 0.58%| 18,049,086
MTH FD P
GSIC A/C MONETARY Overseas 0
AUTHORITY OF SINGAPORE |natural person 0.33%| 10,402,255
KOREA EXCHANGE Overseas
BANK(DB CHINA EQUITY 0.27% 8,524,216
natural person
FUND)
RENAISSANCE CHINA PLUS |Overseas 0
FUND natural person 0.25%| 7,760,556
UBSAG LONDON BRANCH  |[OVerseas 0.19%| 5,814,342
natural person
DREYFUSEMERGING ASIA |Overseas o
FUND natural person 0.16% 5,018,024
Top 10 holders of unconditional shares
Amount of shares
Name of the shareholder without trade limited Category of shares

conditions

Benxi Steel (Group) Ltd.

535,232,420|RM B common shares

DREYFUS PREMIER
INVESTMENT FDS
INC.-DREY FUS GREATER
CHINA FD

52,237,245

Foreign shares placed in domestic
exchange

China Construction Bank —

Shangtou Morgan China Advantage

Securities Investment Fund

50,846,952|RMB common shares

GOVERNMENT OF

Foreign shares placed in domestic

SINGAPORE INV. CORP-A/C 23,980,148

nee exchange

NOMURA TST N BK CO.,LTD . . .

ATTFASIAATTR DIV STK FD 18,049,086 Eféﬁ'gn” j’ares placed in domestic

MTH FD 9

GSICA/C MONETARY 10.402 255 Foreign shares placed in domestic

AUTHORITY OF SINGAPORE T exchange

KOREA EXCHANGE BANK(DB 8524216 Foreign shares placed in domestic

CHINA EQUITY FUND) T exchange

RENAISSANCE CHINA PLUS Foreign shares placed in domestic
7,760,556

FUND exchange

UBSAG LONDON BRANCH 5,814,342| Oreign shares placed in domestic

exchange
DREYFUS EMERGING ASIA 5,018,024 Foreign shares placed in domestic

FUND

exchange

Notesto relationship or “ actionin

concert” among the top ten
shareholders.

It is unknown to the Company whether there is any related
connection or *Action in Concert’ as described by Rules of
Information Disclosing Regarding Changing of Shareholding
Status of Listed Companies existing among the above
shareholders.




4. Particular s about the controlling shareholder

Name of controlling shareholder: Benxi Steel (Group) Co., Ltd.

Legal representative: Yu Tianchen

Incorporation date: July 10, 1996

Registration Capital: RMB5.368 hillion

Business scope: steel smelt, mine exploitation, panel rolling, oxygen manufacturing, pipe
manufacturing, power generating, coal industry, special steel material manufacturing, heating,
supply of the water, electricity, wind and gas, metal processing, electro mechanics builds, device
manufacturing, architecture installation, railway, highway transportation, import and export trade,
traveling industry, construction materia , refractory material , measuring device instrument, goods
and materials supply and marketing, development of rea estate, scientific research, design ,
information service, property management, telecommunication, processing of waste iron, property
leasing (to the extent of licensed to the subsidiary companies), exchange of steel material, and
recycling of waste ails.

The property right and control relationship between the Company and substantial controller are
shown as the following chart:

Liao Ning State-owned Asset Administration Committee

100%

Bengang Gropp Co., Ltd.

l 100%

Benxi Steel & Iron  (Group) Co. Ltd.

82.07%

Bengang Steel Plate Co. Ltd

(1) Thereis no legal person shareholders holding shares more than 10% (including 10%) except
for the controlling shareholder - Benxi Steel (Group) Co. Ltd.

(2) Top 10 holders of conditional shares

in shares
No Name of the | Shareswith conditioned | Date when trading Newly added Conditions
' holder subscription isalowed tradabl e shares
1[Beni Steel 2,038,400,000/2011-01-01 2,038,400,000 > €

(Group) Ltd.

restructuring




V. Particulars about the Directors, Supervisors, Senior
M anagement and Employees

1. Profiles of the directors, supervisorsand senior executives of the Company,

and their annual remuner ations

Pays
received Take
fromthe |remunerat
Shzﬁgdd Shares held Cause of Company | ion from
Name Position Sex | Age | Job started Job ended - at theend inthe |shareholdi
beginning f change R
of term of term eport ter ng or
(RMBO' | related
000) parties?
before tax
Yu Chairman M 58|Jul 26 2003 |Jun 03 2013 13,400 13,400 0.00|Yes
Tianchen
Zhang - \Vice 51/3un 032010  |Jun 03 2013 0 0 0.00|Yes
Xiaofang [Chairman
Cao —General M 44/Oct. 26,2009 |Jun 03 2013 0 0 30.00|No
Aimin Manager
Zhang |Secretary - of |y, 54/Nov 6, 2007  |Jun 03 2013 0 0 12.00|No
Jichen |the Board
Tian —jIndependent |, 62| April 26, 2007 |Jun 03 2013 0 0 5.00|No
Binfu Director
Lika ~[hdependent |y, 54| April 15, 2009 |Jun 03 2013 0 0 5.00|No
Irector
Wang Independent | 50| April 15, 2009 |dun 03 2013 0 0 5.00|No
Yiqiu Director
Chairman of
Liu the
. M 58/Jul 262003 |Jun 03 2013 0 0 0.00|Yes
Junyou  |supervisory
committee
Zhao Wei |Supervisor  |M 51|April 26, 2007 |Jun 03 2013 0 0 0.00|Yes
Liu Supervisor  |M 56|May 18 2007 |Jun 03 2013 0 0 0.00|Yes
Engquan
Wang Pu |Supervisor |M 48|Jun 26, 2008 |Jun 03 2013 0 0 10.00{No
Zhang | hervisor M 45/Jun 032010  |Jun 03 2013 0 0 8.00|No
Chuang
Zhang —|Vice General|, 58|Mar 17, 2005 |Jun 03 2013 0 0 12.00|No
guohua |Manager
Zhang |Vice Generdl|,, 50|Oct. 26, 2009 |Jun 03 2013 0 0 12.00|No
Guiyu Manager
Nal Vice Generdl|,, 51/3un 032010  |Jun 03 2013 0 0 12.00|No
Zuoxin  |Manager
Totdl - - - - 13,400, 13,400 - 11.00] -
Note:

1. As of the end of report term, Mr. Yu Tiancheng was holding 13,400 shares of the Company, and
no change occurred in the report term. None of other directors, supervisors or management is
holding shares of the Company.

2. Annual remunerations for directors, supervisors and managements were paid in accordance with

document

2007 56

and other regulations.




2. Profiles of directors, supervisors, and senior executives
Directors:

Yu Tianchen, Male, 58 of age, doctorial degree, senior engineer, Mr. Yu once held the position of
Vice General manager of Bengang Group Co; Vice Chairman, vice secretary of Party Committee,
General Manager of Bengang Group, and Chairman of Bengang Steel Plate Co., Ltd. Mr. Yu is
now taking the position of chief secretary of Party Committee of Bengang Group Co. and
chairman of the board of Bengang Stedl Plate Co., Ltd.

Zhang Xiaofang, female, 51 of age, bachelors degree, taking ongoing doctorial course, senior
engineer and professor. Once she's the assistant to General Manager of Bengang Group; director,
standing commissioner of CCP committee, vice general manager of Bengang Group. At present
she’s the vice chairman, vice chief secretary of CCP committee, and general manager of Bengang
Group. Vice Chairman of Bengang Steel Plates Co., Ltd.

Cao Aimin, male, 44 of age, postgraduate degree, senior accountant. Once head of capital division
of finance department, and director of department, the head of financial department of Bengang
Group. Chief Accountant and Head of Planning and Finance Division; The Chief Accountant of
Bengang Group. He's now the general manager of Bengang Steel Plates Co., Ltd.

Zhang Jichen, male, 54 of age, postgraduate degree, senior engineer. Once the vide director of
planning department of Benxi Steel & Iron (Group) Co., Ltd.; vice director of Strategy Dept. and
director of Policy Dept. Secretary of the Board of Bengang Stedl Plate Co., Ltd.; At present he's
the secretary of Board of the Company.

Tian Bingfu, male, 62 of age. He once was the vice chief of overseas Chinese office of Liaoning
Provincial Government; vice director of policy study office of Shenyang CCP Committee; director
of Shenyang Securities Regulatory Commission; investigator of Liaoning Securities Regulatory
Commission. At present he's the Chief Secretary of Liaoning Public Company Association, and
independent director of the Company since April 2007.

Mr. Li Kai, 53 of age, doctorial degree, professor. Once he was professor, dean, and doctoria
instructor of Business School of North-east University; At present he's the dean of Business
School of North-east University. He has been the independent director of the Company since April
2009.

Ms. Wang Yigiu, 48 of age, master degree, professor. Once she was professor of Accounting
Department of North-east University, and assistant to the president of the university; At present
she's assistant to the president and head of Accounting Department of North-east University. She
has been the independent director of the Company since April 2009.

Supervisors:

Liu Junyou, male, 58 of age, university education, senior political profession. Mr. Liu once held
the position of vice secretary and director of Supervisory Bureau of discipline inspection
commission of Benxi Government; Mr. Liu is now taking the position of the standing
commissioner of Party Committee, ministry of office and discipline committee director of
Bengang Group, chairman of the Supervisory Committee of the Company. At present he's the
standing commissioner of CCP Committee of Bengang Group Co., Ltd., and Chairman of the
Supervisory Committee of the Company.

Zhao Wei, male, 50 of age, master’s degree, senior engineer. He once was the director of Business
Planning Department, director of Development Strategy Department of Benxi Steel & Iron (Group)
Co., Ltd. At present he's the director of Finance and Planning Department of Benxi Steel & Iron
(Group) Co., Ltd.



Liu Enquan, male, 56 of age, college graduate, senior political profession. Once the chief of CCP
committee office of No.2 Iron Factory, director of organization division, secretary of discipline
committee of Benxi Steel & Iron (Group) Co., Ltd.; the vice director of personnel department of
Benxi Steel & Iron (Group) Co., Ltd. At present he's the Chief secretary of the Party of Security
Dept. of Benxi Steel & Iron (Group) Co., Ltd.

Wang Pu, male, 48 of age, college education, senior political profession. Once he was the office
manager of the Trade Union of Bengang Group. At present he's the Chairman of Trade Union of
Power Plant of the Company.

Zhang Chuang, male, 45 of age, master's degree, senior engineer. Once he was the head of
Production Section and Planning Dept. of Iron Factory of the Company; At present he's the head
of Production Section and Planning Dept. of Iron Factory of the Company.

Executives:

Zhang Guohua, Male, 58 of age, univerisity graduate, certified accountant. Mr. Zhang was once
the director , assistant to the Chief, and Deputy Chief of the accounting dept. of Benxi Steel &
Iron (Group) Co., Ltd. Vice General Manager and Director of Planning and Accounting Dept. of
the Company. He is now the Vice General Manager and Director of Securities Dept. of the
Company.

Zhang Guiyu, male, 50 of age, university education, senior engineer. Once was assistant of factory
manager, vice factory manager, factory manager and chief secretary of CCP of the Steel Plant;
Vice genera engineer of Bengang Group; director of Technica Center of Bengang Steel Plates Co.,
Ltd. He's now the vice general manager and head of Technical Center of the Company.

Na Zuoxin, male, 51 of age, university graduate, senior engineer. Once he was the director of
Limestone Mine of Benxi Steel & Iron (Group) Co., Ltd.; manager of Purchasing Center of the
Company; at present he's the vice general manager of the Company and manager of Purchasing
Center.

Note: None of the current directors (independent directors are not included) and supervisors is
working full time or part time for organizations other than sharehol ding organizations.

3. Directors and supervisors elected or resigned, executives employed or dismissed in the

report term

(1) The 4th term of Board of Directors has expired for its job term. At the Shareholders’ Annual
Meeting 2009 held on June 3, 2010, Mr. Yu Tianchen, Ms. Zhang Xiaofang, Mr. Cao Aimin, Mr.
Zhang Jichen, Mr. Tian Binfu, Mr. Li Kai, and Mr. Wang Yiqiu were elected the directors of the
5th term of Board. Mr. Liu Junyou, Mr. Zhao Wei, Mr. Liu Enquan, Mr. Wang Pu, and Mr. Zhang
Chuang were elected the supervisors of the 5th term of Supervisory Committee. The resolutions
were released by China Securities Journal, Securities Times, and Hong Kong Commercial Daily
dated June 4, 2010.

(2) At the 1st meeting of the 5th term of Board held on June 3, 2010, Mr. Yu Tianchen was elected
the Chairman of the 5th term of Board, and Ms. Zhang Xiaofang was el ected the Vice Chairman of
the 5th term of Board. At the 1st meeting of the 5th term of Supervisory Committee held on the
same day, Mr. Liu Junyou was elected Chairman of the 5th term of Supervisory Committee. Mr.
Cao Aimin was engaged by the Board the General Manager of the Company; Mr. Zhang Jichen
was engaged the Secretary of Board; Mr. Zhang Guohua, Mr. Zhang Guiyu, and Mr. Nai Zuoxin
were engaged the Vice General Managers of the Company. Resolutions of the above meetings
were released by China Securities Journal, Securities Times and Hong Kong Commercial Daily
dated June 4, 2010.



4. Particularsabout the employees
There are 24827 employees in position by the end of the report term.

(1) Classified by occupations: production people are 20775, count for 83.68%; sales people are
181, count for 0.73%; technology people are 1464, count for 5.90%; finance people are 100, count
for 0.40% and administration people are 2307, count for 9.29%.

(2) Classified by education level: doctorial degree 7, account for 0.03%, postgraduate graduate
325, account for 1.31%, university graduates 3149, count for 12.68%; college graduates 6280,
count for 25.30%; secondary vocational, technical and high school degree are 5930, count for
23.88%0;0thers are 9136 and count for 36.80%.

(3) There are 17100 retired employees get pensions form the Company.



V. Administrative Structure

1. Company Administration

Since listed in the stock exchange, the Company has been following the laws, regulations and
documents such as the Company Law, Securities Law, Listed Company Administration Rules,
Shareholders Meeting Criteria of Listed Companies, Guide of Lifting the Quality of Listed
Company, and Instructions for Articles of Association of Listed Companies. The Company has
been establishing and improving the administration structures. No behavior that violated the
regulations and laws. The holding shareholder of the Company has been behaving according to the
laws and regulations as well. No competition operation has been conducted against the Company.
A long-term constrain system has been established to limit the holding shareholder’s operation.

The Shareholders' Meeting has been functioning with clear responsibilities and meeting criteria.
Arrangement was made and executed to enable public investors to participate in the
decision-making process. Internet voting system was adopted on major decision-making events.
The meetings were held according to the laws, regulations, documents of China Securities
Regulatory Commission as well as the Articles of Association of the Company. The Board of
Directors, the Supervisory Committee, and the executives of the Company were working under
practical meeting rules. All of the directors, supervisors and executives were executing their duties
diligently.

Administrative systems have been established regarding internal controlling, finance,
decision-making over major investment, decision-making over related transactions, and other
internal criteria. The systems are reviewed and assessed periodically, and relative information is
released. The Company has also established internal restricting mechanism and responsibility
tracking mechanism. Responsibilities are clearly undertaken and invalid decision-making is
effectively restricted. Information disclosure regulations were established and executed to ensure
authentic, precise, complete, timely, and fair information disclosure.

Special administrative operation of the Company

The Company has been pushing forward the special administrative operation for years as a
long-term work.

According to the “Notice on Performing of Special Administrative Operation in Listed
Companies’ issued by China Securities Regulatory Commission. The Company has conducted all
of the three stages of the operation, which was: self inspection, public inquiry, and improving
practice. Focusing on the problems discovered in the special operation and the comments provided
by Liaojing Office of China Securities Regulatory Commission, the Company conducted and
completed the improving operations according to the plan.

According to the requirement of China Securities Regulatory Commission in term of the Year of
Listed Company Administration Improving, the Company further reinforced construction of
internal control system and established the introspection and assessment system in the Company.

To fully utilize the supervisory functions of the Auditing Committee on preparing of the financial
reports, the Company established the “Annual Reporting Criteria of Auditing Committee of the
Board”.

To further improve the information disclosure system, reinforce the responsibility of person who
in charge of information disclosure, and increase the quality of the annual reports, the Company
has established the “Responsibility Tracking System for Mgjor Errors in the Disclosing of Annual
Report”, “Regulations for Information Insiders’, “Regulations for External Information Users’,
and “Independent Director Annual Report Criteria’.



No problems discovered by the supervisory authorities remain unresolved at present. The
Company will conduct the special administrative operation as a long-term work and push forward
according to the regulations of China Securities Regulatory Commission as well as Shenzhen
Stock Exchange.

2. Establishing and functioning of independent director working system

In viewing of further improve the administration structure and reinforce the constrain and
supervisory system over the directors and executives, the Company produced the Independent
Directors’ Working Criteria according to the Instructions for Independent Director System of
Listed Companies issued by China Securities Regulatory Commission, and was passed by the
Shareholders Meeting. Beside the power and duties provided by the laws and regulations, the
independent directors also have the special power and duties over issues such as major related
transactions, engaging and dismissing of CPAs, calling for provisional shareholders meetings,
caling for board meetings, and employing external auditing or consulting institutions
independently. Independent directors may issue independent opinions on issues including
nominations, engaging and dismissing of directors and executives, remunerations of the directors
and executives, capital interchange, and those which regarded as impacting the interests of
mid-small shareholders. To ensure that the independent directors may execute their duties and
liabilities independently and diligently in producing and disclosing of the annual reports, the
Company produced the “Annual Work Report Criteria of Independent Directors’ according to the
regulations of CSRC and Shenzhen Stock Exchange, and with regarding to the practical operation
of annua report of the Company.

At the end of each fiscal year, the management shall report to each of the independent directors
about the business situation and progress of major events. Meanwhile, the Company shall arrange
field inspection for the independent directors. The financial officer shall provide the independent
directors the working schedule and relative information about the annual auditing works before the
CPA starts their works in the Company, and shall arrange at least one meeting for the independent
director and the CPA before the CPA provides their initial auditing opinions. Problems discovered
in the auditing process shall be discussed at the meeting.

In the report term, the independent directors have executed their duties setout by the laws,
regulations, and the Articles of Association of the Company, presented at the boarding meetings
and shareholders’ meetings, made remarkable contribution in protecting the legal interests of the
Company and the whole shareholders. The independent directors have provided professional
suggestions to important decision-making processes, and executed the special power and dutiesin
supervising the management. They provided independent opinions on the related transactions. All
of the proposals regarding related transactions were examined and approved by the independent
directors before being submitted to the board meeting or the shareholders’ meeting.

Independent directors’ presenting of board meetings

Not attend the
Name of Attended by
Timesto | Actudly Presented meetings for
I ndependent mean of Absented
attend attended by proxy successively
Director telecom
2 times
Tian Binfu 4 3 1 0 0 No
Li Kai 4 3 1 0 0 No
Wang Yiqiu 4 2 1 1 0 No

Note: No dissenting opinion was issued by the independent directors on any of the issues
discussed at the Board Meetings.



3. Separation statusin such aspects as per sonnel, assets, financial affairs, institution,

business, etc between the Company and controlling shareholders.

The Company is separated from the controlling shareholder in aspects of personnel, assets,
financia affairs, ingtitution, business, etc. and has its own independent and complete business
operation.

(1) In business operation: the Company has its own production and business planning, financial
affairs check and calculate, personnel, raw material supplies and products selling business system
independently and completely, .

(2) In personnel: The Company and controlling shareholder are separate in such aspects as labor,
personnel and salary management. Such senior executives as company's chairman, general
manager, vice general manager, secretary of Board of Directors, etc. get salary from the Company,
and have not held the important position other than a director in shareholding party.

(3) In Asset: The Company is separated from the controlling shareholder's clearly in asset. The
Company has its own independent purchase, production, and marketing system.

(4) In organization: The internal operations of the Company are independent; organization
structuring and working function are totally independent.

(5) In finance: The company has independent financial & accounting department, the accounting
and financial management system were are complete and operated independently, and has bank
account and pay taxes independently.

4, Statement of the Board on internal control responsibilities
The Board of Directors deems that:

The Company has established a mature legal person structure and internal control system which
satisfied the requirements of the Basic Rules of Enterprise Internal Control. The control system
has been operated effectively and working to control management risks, protecting legal benefits
of shareholders, and contribute to healthy development.  The Board of Directors examined the
Introspection Report on Internal Control 2010 and regarded it as reflecting the business situation
frankly, precisely and completely without false record, misleading statement or major omission.

5. Horizontal competition and related transactions

(1) In year 2006, the Company conducted private share placing and listing of the whole iron &
steel business. For the restriction of conditions at that time, Puxiang Cool Rolling Co., Ltd.
(Sino-foreign Joint Venture) under Bengang Group was not included. It has products that form
horizontal competition with the Company.

During the period of the 12th 5-year-plan, the Company will pursue to resolve the above
competition in alegal approach as soon as possible.

(2) Related transactions occurred in the report term are described in part IX. Major related
transactions.

The party that has related transactions with the Company is Bengang Group and legal entities
directly or indirectly under control of it. Bengang Group is the parent company of the Company
and is the substantial controller of the Company.

Related transactions with the related parties are conducted under the market principle with
maximum benefit and economy efficiency. They are reflecting professional cooperation and
double win situation.



Related transactions are conducted openly, fairly, and justly without impairing any interests of
both parties. At examining of the related transactions at the Board meetings, the related directors
waived from voting, and independent directors provided opinions.

6. During the period, the Company had not established any new evaluation and incentive

scheme for the executives.



VI. Particulars about the Shareholders’ Meeting

The Company held shareholders’ annual meeting once in the report term, and a provisiona
meeting was convened..

The Shareholders Annual Meeting 2009 was held on June 3, 2010, and the resolutions were
released by China Securities Journal, Securities Times, and Hong Kong Commercia Daily dated
June 4, 2010.

The 1st Shareholders Provisional Meeting 2010 was held on September 17, 2010, the Operation
Report of Routine Related Transactions 2009 was examined at the meeting.  The resolutions were
released by China Securities Journal, Securities Times, and Hong Kong Commercia Daily dated
September 18, 2010.

VII. Report of the Board of Directors

1. Review of Company’s operation during the period of report

2010 is the final year of the 11th 5-year-plan, and also the milestone period of the Company’s
development. In the past one year, with the great effort of the leadership and the whole employees,
the Company has overcome multiple negative impacts and achieved historical achievements.
Output of the main products are:

Products Output volume (x 10K ton) Increased over same period of

last year
Pigiron 982.07 7.09 %

Crude stedl 1,004.52 11.14 %
Hot-rolled plates 928.76 14.46 %
Cool-rolled plates 166.35 22.89%
Specid steel 64.05 51.06%
Salesincome RMBA45.68 hillion 28.34%
Profit RMB1.004 hillion 175.85 %

The following works were done throughout the year:

The Company has been seizing the market trend and expanded market share with cool-mind and
strength. Throughout year 2010, both the domestic and overseas market were in complicated and
fluctuating situation with frequent vibration of prices. The Company has been following the
principle of benefit maximizing and grab every opportunity.

a. Coallecting of market information to seize market trend. Marketing policies were adjusted
synchronal to the changes of market situation.



b. Strengthen product composition and attract customers with newly developed products. Special
steel products have increased by 24.2% over the same period of last year. The “double-high”
products have increased by 51.5% as well. 62 new type steel products were developed. Successin
developing of hot-rolled X100 spiral welded pipe has not only provided primary data to producing
of national standard for X100 pipe stedl but aso laid a good foundation for future invading of
globa ail and gas transmitting pipe market. Baking hardened steel sheet product developed by
cool-rolling has been adopted by Shanghai GM and Beijing Hyundai. Heavy duty gear steel,
crankshaft steel, bearing steel, and gas tank steel produced by Special Steel have formed a
high-end product line.

¢. Product certification. 4 high-strength steel products and 2 models of automobiles have been
through certifying procedures. 27 specifications under 6 types of hot-rolled acid washed plates
have passed the certifications of 8 customersincluding Brilliant Auto.

d. Customer composition adjustment was reinforced and established long-term strategic
collaboration with multiple well-known enterprises in the country. This has been benefiting the
developing of technical support teams, providing customized services, reinforce communication
with customers, accelerated quality upgrading, and won the trust of customers.

e. Reinforce of export. Facing the difficulties brought by eliminating of some tax refunding
policies by the national government, the Company has been adjusting its exporting strategies and
achieved continuous increase of overseas contracts, and created best record in the Company’s
history and in the industry of the whole country.

The Company has been making scientific and rational arrangement of production, do al efforts to
approach higher productivity. Business targets were achieved through overcoming of severe
weather conditions and significant increasing of special steel products in the market.

a. Reinforce of materia and fuel supply. The purchasing system adopted flexible measures to fully
satisfy the needs of production. Great difficulties have been overcome by the logistic section and
provided solid support to production.

b. Both of the production systems of iron and steel were further strengthened to breakthrough the
bottleneck of productivity. Great importance has been attached to stable operation of blast
furnaces and quality of raw materials. As the result, the records of monthly and daily production
have been broken continuously.

¢. Reinforce of high-tech and high-value-adding products. Focusing on a number of difficulties
attached to specia steel products, the production, technical, and quality control sections have been
working together and make fine arrangement of production. 100% accomplishing of contracts was
realized. Furthermore, advantages of the three hot-rolling lines of the Hot-rolling Factory have
been fully developed and contributed considerable profitability to the Company.

d. Great importance has been attached to effective operation of equipment. Multiple advanced
facilities were adopted to reinforce maintaining of key sections of equipment, which ensured
98.9% of equipment usable rate, which was 1.7% higher than planned; 1.28%. of accident rate,
which was 0.53%0 lower than planned. Three overall maintaining operations were conducted
successfully to provide strong support to high productivity.

e. Sufficient supporting facilities. Supporting facilities regarding supplying of water, power,
airflow, and gas were well organized to fully satisfy the needs of production.

Focusing on future market competition, accelerate construction of key projects. To provide a solid
foundation for the Company’s future development, the Company has been fully accelerating the
reconstruction projects and with great attention laid on quality control. As of the end of report term,
the air-compressor station, the three hood type furnaces, dephsophorizing converter, and the 60K
oxygen generator have been put into production, the blast furnace 5# gas power station were
online. All of the projects other than billet edge scarfing and Dandong stainless steel have been
completed within the year.



Full accelerating of administration innovation and strict control on business costs.

a. Administration innovation was fully accelerated to achieve best efficiency. Assessments were
conducted three times a month and quarterly to pursue 10% of reducing in administration cost.
Purchasing procedures were further refined to reduce the annual clearance quota by RMBO0.89
billion. Quality control innovation was conducted and realized 93.89% of satisfaction ratio of
quality indexes. The Provincial Governor Prize was awarded to the Company during the year. A
triple-grade measuring network was established to realize measurement innovation. A number of
measurement difficulties were overcame and provided precise data to cost accounting process.

b. Factory site environmental improving operations. A specia leading team was founded to
conduct al operations regarding security, material inflow and outflow, vehicle routes and
administration operations. Through cleaning of illegal constructions, the environmental condition
has been changed significantly.

c. Energy efficiency operations have been conducted and achieved the lowest record of energy
consuming per ton of steel, which was 33kg lower than planned, and 4.6% lower than previous
year. Some 250k ton standard coal will be saved throughout a year, and reduced cost by RMB0.25
billion. Water consuming per ton of steel has reduced by 0.83 ton, 3.6% lower than last year. Blast
furnace gas leaking reduced by 3.2%. Negative energy consuming has realized with converters.
TRT has produced 0.29 billion kwh of power, which was a 28% of increase and reduced power
cost by RMB35 miillion. Dry coke cooling has contributed 0.165 billion kwh and reduced power
cost by RMB87 million.

d. Energy saving and pollution eliminating. A number of environment protection reforming were
accomplished including dedusting systems and materia yard reconstruction. The
standard-satisfying rate of environment protection facilities was over 97%, and the pollution pass
rate was 96.91%, which was a 0.18% higher than last year.

e. Accelerating of IT projects. An IT system has been constructed and optimized including 12
subsystems including the accounting system, production and sales integrated system, ERP
engineering accounting, and HRM system. QA office system has been fully completed and a
paperless work system has been devel oped.

f. Asset clearing works were reinforced. Inventory check was conducted on al of the spare parts,
and large amount material and fuel in stock, covering 100% of all stock with 98% of accuracy.
This helped to reduce costs and making of rational inventory policies.

Reinforce of security and safety management. In the report term, the Company has been
concentrating on implementing of the Act of Safe Production, and realized the “triple zero” target.

a. Adopted strict performance assessment and responsibility tracking regulations to clarify
responsibilities of leadership at every level.

b. Reinforced monitoring over major risks and hazard factors especially hazard chemical materials,
cod, and gas. Measurements were taken to eliminate most of the risky factors. 8764 risky items
were eliminated comparing with the primary assessment conducted in 2007, and 30 major risky
items were eliminated.

c¢. Training programs were provided to increase the sense and skill of safe operation. Specia
training programs were provided to specia operational workers and section leaders. Namely 7245
specia operators, 2623 common workers, and 2133 section leaders were through the training
program.

d. Counter-emergency drills were performed. 110 pre-plans were prepared and revised to coupe
with possible emergent situations. Over 30 drills were conducted. Meanwhile, the Company
conducted anti-terrorism drills focusing on 13 key units, which were vital to national security.

(2) Main business and operation situation



The Company is engaged in the production and processing of steel smelting, panel rolling. It has
not been changed during the report term. The major businesses layout, the profitability of the
major businesses, market status, asset and profit structure, and cash flow status are as the

followings:

A. Segments of main business on industries and products

In RMB 10 thousand Yuan

Segments on industries
ity || Operation | e ove| codt over | CIOSSPIOt raion
urnover increased/decreased
or product cost ratio (%) | last year % | last year % ther e
Industry 14,022,835.73|3,562,863.90| 11.43% 31.19% 22.96% 5.92%
Segments on products

Steel plate|3,960,642.41|3,503,887.14| 11.53% 41.17% 29.19% 8.20%

aﬁz 331.45 257.22| 22.40%| -99.85%| -99.82% -12.25%

Others 61,861.87| 58,719.54 5.08% 55.22% 43.21% 7.96%

B. Geographic distribution of products

Maior business Proportionin Proportion in
Regions 4 major business Main business profit | major business
turnover ; )
income profit

North-east 961,999.60 23.91% 168,944.03 36.73%
North 590,558.04 14.68% 62,999.48 13.70%
East 1,403,740.92 34.89% 116,611.65 25.35%
Northwest 11,356.17 0.28% 1,211.45 0.26%
Southwest - 0.00% - 0.00%
Mid-south 444.,662.85 11.05% 45,076.45 9.80%
Export 610,518.14 15.18% 65,128.78 14.16%
Tota 4,022,835.73 100.00% 459,971.83 100.00%

C. Geography segment

In RMB 10 thousand Yuan

. Major business Major business turnover increased/decreased over
Regions :
turnover corresponding term

Northeast 961,999.60 -21.01%
North 590,558.04 9.69%
East 1,403,740.92 60.08%
Northwest 11,356.17 238.98%
Southwest - -100.00%
Mid-south 444,662.85 102.76%
Export 610,518.14 190.68%
Total 4,022,835.73 31.19%

D. Mgjor suppliers and clients

Total of purchases from top 5 suppliers

15,654,024,008.09

Portion in total purchasing

40.64%

Total of salesto top 5 buyers

14,206,139,598.92

Portion in total sales

31.05%




E. Asset and profit composition

Changed
Items 2010 Portion % 2009 Portion % | OV the
previous
year %
Gross Assets 35,871,741,948.24 34,821,686,467.03 - 3.02%
Account receivable 344,857,035.57 0.96% 578,413,768.04 1.66 -40.38%
Other account receivable | 106,040,016.05 0.30% 93,630,458.88 0.27 13.25%
Inventories 10,297,600,688.08 | 28.71% 8,075,674,235.63 23.19 27.51%
Fixed assets 18,856,618,212.00 | 52.57% 17,962,489,063.75 51.58 4.98%
Construction in process | 1,619,227,102.66 4.51% 1,826,180,938.13 5.24 -11.33%
Short-term loans 2,295,236,500.00 6.40% 2,845,850,700.00 8.17 -19.35%
L ong-term borrowings 4,824,024,138.39 13.45% 2,869,036,104.26 8.24 68.14%
F. Change of expenses and income tax
Changed over
Items 2010 2009 the previous
year %
Sales expense 509,685,325.26 360,767,124.18 41.28%
Administrative expense 2,861,539,520.37 2,425,505,704.09 17.98%
Financial expenses 235,727,287.85 127,807,649.76 84.44%
Income tax 79,302,591.21 220,646,828.78 -64.04%

Note: Cause of changes

Sales expense was RMB509,685,325.26 which were freight and tariffs. It has increased by
RMB148,918,201.08 and 41.28% over last year, which was caused by increasing of export.

Administrative expense was RMB2,861,539,520.37 in the report term, which comprises wages,
insurances, fixed asset repairing fee, and office expenses. It increased by RMB436,033,816.28 and
17.98% over the same period of last year, which was caused by increasing of wage and fixed asset
repairing fees.

Financial expenses increased by RMB107,919,638.09 and 84.44%, which was mainly caused by
increasing of interest expenses.

Income tax has decreased by RMB141,344,237.57 and 64.06% which was caused by realizing of
impairment provision on diferred income tax asset provided in previous term, and caused increase

of income tax - deferred income tax; the Company made profit this year, thus the income tax has
increased.

F. Cash flow compositions

Changed
Items 2010 2009 over the
previous
year %
Cash flow generated by business operation, net | 2,586,482,576.88 | 3,588,902,570.76 | -27.93%
Net cash flow generated by investment -3,859,198,308.56 | -3,822,105,795.87 | 0.97%




Net cash flow generated by financing 1,158,215,856.75 | -245,437,522.18 571,90%

G. Particulars about the controlled subsidiaries

Tianjin Bengang Steel & Iron Trade Co., Ltd., Wuxi Bengang Steel & Iron Sales Co., Ltd.,
Nanjing Bengang Material Co., Ltd. are the seven sales companies acquired from Bengang Group
or held by subsidiaries. They are mainly engaged in sales of metal materials and steel materials.

In 2009, the Company newly founded 3 fully-owned subsidiaries, they are Guangzhou Bengang
Steel & Iron Trade Co., Ltd, Shanghai Bengang Metallurgy Technologies Co., Ltd., Bengang Steel
Plate Liaoyang Ore Ball Co., Ltd., they are mainly involved in manufacturing and sales of metal
materials, steel, and ore ball.

In year 2010, two subsidiaries were established by the Company, they are Bengang Stainless
Cool-rolling Dandong Co., Ltd. and Dalian Benruitong Automobile Material Technologies Co.,
Ltd. Both of them are involved in sales of stainless steel and steel plates.

2. Prospects
(1) Industrial trend and market competition

To redlize the development target of the 12th 5-year-plan, the Company must start at a higher point
in 2011. It is vital for the development of the coming five years. Therefore the Company is
preparing for a more harder fight.

2011 is again a year full of challenges and opportunities. The deep influences of global financial
crisis is dill existing, the iron & steel industry is till in over production situation, prices of
upstream products are increasing, great pressure on cost control, energy saving requirements are
more strict. Meanwhile the Company has its own problems such as low rate of self-owned
resources, weaker capital operation, relative lower product innovation, and unbalanced production
chain.

(2) Opportunities and challenges confronting the Company

While being aware of the challenges and difficulties, the Company also sees the opportunities and
advantages. Recovering of global economy, expanding of domestic demand, implementing of
national policies on improving domestic economy and recovering of northeast industry bases,
encouraging of high-end stedl and iron products, and the Company’s own advantages in product
composition and egquipment may greatly increase the Company’s position in the market. These are
the potential powers the Company may develop and apply. We are confidence to realize a new
peak of business performance in 2011, and a good start for the 12th 5-year-plan.

(3) Business policies of year 2011

Administration innovation will be fully accelerated. Great effort will be spent on market research,
economy efficiency lifting, product structure adjustment, scientific production organizing, quality
lifting, and cost reducing to ensure realizing of annual targets and lay a sound foundation for the
12th 5-year-plan.

Generd targets: output of 9.9 million ton pig iron, 10.02 million ton of crude steel, 9.06 million
ton of hot-rolled plate, 1.84 million ton of cool-rolled plate, 700 thousand ton of specia steel, 80%
of “double-high” rate, and “triple zero” of production safety.

According to the above policies, the following works will be attached with great importance in
year 2011:

l. WEell organize production focusing on the annual targets;



. Reinforce marketing approach, expanding high-end market share;

[l. Further adjust product composition, strengthen technical innovation;

V. Accelerate construction of key projects, lay a good foundation for future
development;

V. Keep on administration innovation, deepen internal reformation;

VI. Reinforce energy saving and pollution decreasing approach, eliminate out-of-date
equipment;

VII. Reinforce production safety to provide a steady development environment;

VIII.  Keepin people-oriented direction, to concentrate manpower.

(4) Capital demand and financial resources

In year 2011, capital expense will mainly be operationa cash outflow, which is predicted to
RMB43.8 hillion. Project investment will be RMB4.46 hillion. Main projects are: projects carried
over from previous years including energy-saving reengineering of converter system, 180 ton
dephosphurization converter, billet flame cleaning, silicon steel project, Galvanized automobile
steel sheet production line, phase Il of waste steel, 200K ton stainless steel cool-rolling line, and
IT project, and newly launched projects including cool-rolling line of Cool Rolling Factory I,
continuous cast slab scarfing machine, new energy control center, reconstruction of coke furnace
No.3, moisture adjustment of coke furnace No0.8, 9, enlarging of waste water processing section,
Nanshan iron ore yard, and reconstruction of water desalt system.

The operation and investing capital is mainly from sales income and bank loans.
(5) Main risks and countermeasures

The global economy isin recovering process, thus the uncertain factors such as fluctuation energy
price and market demand still bring risks to the production cost and profitability. Although the
Company has achieved great progress in product structure adjusting, its risk-resistance ability
needs to be lifted. The Company will face great market pressure in a certain period of time.

Through years of technica reconstruction, the Company has achieved great progress in production
techniques. But there is still gap with the leading enterprisesin the world.

To handle the aforesaid risks, the Company will enhance internal management, quality control,
and marketing territory. Adjust product structure, increase output of “double high” products,
enrich product lines, and develop profit-making points. Carry on cost controlling policies, further
enhance initial cost controlling, enforce process cost control, keep promote collective bidding in
purchasing approach, make sure the cost controlling system will be effectively operated in the
Company, to form the advantages in cost control and enforce the Company in market competition.



(6) Investment of the Company

A. The holding subsidiaries

Relat
ionsh
. Reg. Legal . Share | . Consol
Company invested Add | represen Business Scope Registere holdin | 'P to idated
in . d Capital the
tative g% or not
Com
pany
Xiamen Bengang . Wholesale and retaining of metal materials, .
Xia Zhang . . 500K Subsi | Consol
Steel & Iron Sales men | Guoming steel, pigiron, elec_tro-mechanlc products, Yuan 100 diary idated
Ltd. hardware, electronics
N Sales of stedl, pig iron, chemical materias . .
Tianjin Bengang . . : 3 mil. Subs | Consol
Steel & Iron T_l_an rll‘ u (excent for harz"’!rd chemlcf':\lsand Yuan 100 diary | idated
Trading Ltd jin Chuang easy-to—njake poison chemlcqls),
) construction materials, and mineral products
. Sales of metal materials, chemical materials
Wuxi Bengang Wu Wen and products (dangerous products 1 mil. Subs | Consol
Steel & Iron Sales . Yonggan . ) ;
Xi excluded), general machinery and accessory, Yuan 100 diary | idated
Co,, Ltd. g ; . ;
electronic machinery and instruments, and
hardware
Sales of construction materials, chemical
Nanjing Bengang Nan Pang hmaarmcilr\;glrz (?;(ngﬁr doeu;ggggﬁzzggge;)‘ 1.15 mil Subsi | Consol
Material SalesLtd. jin Zonghua dlectronic products, hot rolled plate, cool Yuan 100 diary | idated
rolled plate, and pig iron. Process of metal
materials.
Yantai Bengang Yan Wang Wholesalg, retailing, construction materials, 500K Subsi | Consol
Iron and Steel Sales tai Lixin fire-resistance materials, steel, chemical Yuan 100 diary | idated
Ltd. products (except for dangerous products)
Harbin Bengang Metal materials, construction materials, :
Steel & Iron Sales H_ar Fei Jixi hardware (except for wireless phone S00K Sybs C_:onsol
bin . - Yuan 100 diary | idated
Ltd. equipment), electro-mechanic products,
home electronics.
Changchun Cha Wana Jun Sales of stedl, pig iron, electronic machinery 500K Subsi | Consol
Bengang Iron and ngc 9 and instruments, general machinery, Yuan 100 diary | idated
Steel SalesLtd. hun construction material
ggnangrz]h(?lyr ade Co Suza Wu Whole sale and retail: steel and iron 1 mil. Subsi | Consol
gang " 9 Shaogang | products, chemical products; import and Yuan 100 diary | idated
Ltd. hou .
export of goods and technologies
Shanghai Bengang Sha Fai Jixi Technica development, consulting, service 5 million Subsi | Consol
Metallurgy Tech. ngh in metallurgy industry, sales of steel, plate, 100 diary | idated
Ltd. ai metal material and hardware.
Bengang Steel Plate | Liao | Zhang Developing of ore mine, production and 10 Subsi i((:j(;rt]:gl
Liaoyang Orel Ball | yua | Shiming processing, house rent, machine process, million 100 diary
Co., Ltd. ng rubber belt, equipment maintenance
Dalian Benruitong
Automobile . Subsi | Consol
Material Dali | Wang | o5 of stedl plates 100 65 diary | idated
. an Shu million
Technologies Co.,
Ltd.
Bengang Stainless Dan | Yu Production and sales of stainless steel 260 100 Subsi | Consol
Cool-rolling don | Tianchen million diary | idated
(Dandong) Co., Ltd. | g

B. Non-financing capital usage in the report term

In the report term, using of non-financing funds were as the followings:

In year 2010, the Company has invested RMB2.48805 hillion in technical reconstruction projects.



1. IT project: planned for RMB274.64 million of investment, started in 2005. RMB40.19 million
invested in 2010. Accumulated to RMB183.99 million at the end of 2010 (including: RMB159.55
million transferred from construction-in-process to fixed assets). Scheduled to be completed in
2012.

2. Super thin cool rolling reengineering project: planned for RMB1126.19 million of investment,
started in 2006. RMB7.63 million invested in 2010. Accumulated to RMB1.01605 billion at the
end of 2010 (including RMB970.36 million of construction in process transferred to fixed assets).
Scheduled to be completed in 2010.

3. Relocating and reengineering project of coking furnace (coking furnace 8# 9#): planned for
RMB1.42571 hillion, started in 2006. Accumulated to RMB1.41534 hillion at the end of 2010.
Has been completed in 2010.

4. Reengineering of billet plate continuous casting line: planned for RMB1.99740 billion, started
in 2007. RMB166.04 million was invested in 2010. Accumulated to RMB2.10469 billion at the
end of 2010. Has been completed in 2010.

5. Energy saving and environmental reengineering project of 180 ton converter system: planned
for RMB1.37584 billion, started in 2007. RMB339.39 million was invested in 2010. Accumulated
to RMB635.88 million at the end of 2010 (including RMB533.99 million transferred from
construction in process to fixed asset). Scheduled to be completed in 2012.

6. Dandong stainless steel cool rolling project: planned with investment of RMB1.5147 hillion,
started in 2008. RMB555.52 million invested in 2010. Accumulated to RMB724.69 million at end
of 2010. Scheduled to completein 2011.

7. 60K oxygen generator project: planned with RMB673.23 million, started in 2008. RMB385.64
million invested in 2010, accumulated to RMB508.02 million at end of 2010. Has been completed
in 2010.

8. Cool rolled silicon steel project: planned with RMB603.35 million, started in 2009. RMB322.18
million invested in 2010 and accumulated to RMB381.30 million at the end of 2010. Scheduled to
be completed in 2011.

9. Dedusting system reconstruction project: planned with investment of RMB34.60 million,
started in 2010. RMB36.02 million invested in 2010 and completed within the year.

10. Reconstruction of coal boiler to use gas. planned with investment of RMB135.17 million,
started in 2010. RMB121.62 million invested in 2010 and compl eted within the year.

11. Furnace 5# TRT reconstruction: planned with investment of RMB61 million, started in 2010.
RMB49.99 million invested in 2010 and completed in the year.

12. Plate billet edge scarfing project: planned for RMB207.63 million of investment, started in
2010. RMB87.60 million invested in 2010. (including RMBO0.44 million of construction in
process transferred to fixed assets). Scheduled to be completed in 2011.

(7) Routine works of the Board
A. Particulars about the board meetings and resolutions
The Board of Directors held 4 meetings in the report term as the followings:

The 19th meeting of the 4th term of Board was held on April 23, 2010. Resolutions were released
by China Securities Journal, Securities Times, and Hong Kong Commercial Daily dated April 27,
2010.



The 1st meeting of the 5th term of Board was held on June 3, 2010. Resolutions were released by
China Securities Journal, Securities Times, and Hong Kong Commercial Daily dated June 4, 2010.

The 2nd meeting of the 5th term of Board was held on August 20, 2010. Resolutions were released
by China Securities Journal, Securities Times, and Hong Kong Commercia Daily dated August 24,
2010.

The 3rd meeting of the 5th term of Board was held on October 25, 2010. Resolutions were
released by China Securities Journal, Securities Times, and Hong Kong Commercial Daily dated
Octaober 26, 2010.

B. Execution of the resolutions of Shareholders' Meeting by the Board
Execution of the profit distribution plan of 2009

As approved by the Shareholders Annual Meeting 2009 held on June 3, 2010, the profit
distribution plan for year 2009 was: Basing on the total capital shares of 3,136,000,000 shares at
present, cash dividend of RMBO0.30 is distributed to each 10 shares (tax included). RMBO0.27 is
practically distributed to each 10 shares after tax to the public individua A-share holders,
investment foundations, and qualified overseas organization investors; RMB0.27 is distributed to
non-residential enterprise B share holders, no payment made on behalf for other B shareholders.
According to the Articles of Association, dividend for foreign investors shares (B-shares) was
distributed in Hong Kong Dollar at the middle rate published by People’s Bank of China at the 1st
working day after this dividend plan was adopted by the shareholders’ meeting (June 4, 2010), i.e.
1 HKD = 0. 8766 RMB. (Dividend for B-shares are free of tax temporarily.)

The Dividend Distribution Announcement for Year 2009 was released on July 13, 2010 by China

Securities Journal, Securities Times, and Hong Kong Commercia Daily. And was implemented
theresfter.

Dividend distribution in last three years:

In RMB Yuan
Net profit attributable to E)efzf?t‘[rei}%ﬁtlgb?go
Dividend |Cash dividend (tax| the owners of the PLC in oF\)Nners of the PLC in Distributable
year included) the consolidated h lidated profit of the year
Satement the consolidat
statement

2009 94,080,000.00 -1,545,191,032.37 -6.09%| 1,331,103,908.34
2008 156,800,000.00 165,089,865.35 94.98%| 3,033,094,940.71
;((jo.a; 1,003,520,000.00 1,698,949,701.78 59.07%)| 3,985,462,287.28

Dividend accumulated in the latest three years over the

0,
average annual net profit (%) 393.42%

Establishing and functioning of the Auditing Committee of the Board

To fully develop the active role of the special committees in management and making of major
decisions, increase the decision-making efficiency and quality, the Board established four special
committees and adopted the Auditing Committee Working Criteria.

The Auditing Committee is responsible for the inspection of internal control system, major related
transactions, financial information, and disclosure; coordinating, supervising, and inspection of the
internal and external auditing works.  According to related regulations of China Securities
Regulatory Commission, the Company has produced the “Working Criteria of Annual Report of
the Auditing Committee”, which stipulated that Auditing Committee is responsible to discus and
decided the schedule for the auditing works with the CPA, make sure the CPA submit the auditing
report on schedule, investigate the annual financial report, the meeting minutes submitted to the
Board of Directors, the summary report of auditing works of the CPA, and provide suggestion in



replacing or extending the services of the CPA.  During the preparation, auditing, and disclosing
of Annual Report 2010, the Auditing Committee has inspected the financial information, the
internal control system, and overlook the legal operation of the Company. It communicated with
Shulun Pan Certified Public Accountants Co., Ltd. before they started auditing work in the
Company and made them finish the work on time. Meanwhile, the Auditing Committee provided
evauation opinion in every aspect and quality of the works done by the CPA, and agreed to extend
the service of Shulun Pan Certified Public Accountants Co., Ltd. to year 2011.

Establishing of external information user administration regulations

The Company has produced the “External Information User Administration Regulations’ to
further regulate the information management and disclosure. The directors, supervisors, executives,
and related clerks are responsible for keeping secret of the information during preparing the
periodic reports and planning of major operations. Before the releasing of periodic reports and
provisional reports, they are not alowed to leak any of the information to outsiders or particular
person in any form and through any channel. Providing of information to outside users according
to the law, shall not earlier or more than the official disclosing time and date of the express
business information disclosure. The Company may deny the request for information disclosure
from outside companies without supporting of relative laws and regulations. When the Company
is required by laws or regulations to submit particular information, the related clerks shall be filed
asinsiders, and remind in writing the outside clerks to take the responsibilities of keeping secret.

Establishing of internal information user administration regulations

The Company has produced the “Information Insider Administration Regulations’ aiming to
reinforce the sense of legal operation of the directors, supervisors, and executives, prevent illegal
trade of the Company’s shares taking advantage of inside information, and prevent short-term
trade in six months and sensitive periods.  The regulations has stated that all of the persons who
may have access to undisclosed information are responsible for keeping secret of such information.
All leaking of information, under-table trade, or collaborated manipulating of share price are
illegal. The Company, the directors, the supervisors, the executives and relative insider shall use
necessary measures to limit the number of people getting access to the information before they are
disclosed to the lowest. The holding shareholder or the substantial controller may not use its
power or dominating position to require the Company, the directors, the supervisors, or the
executives to provide undisclosed information to them. People get access to the internal
information shall not trade or suggest other people to trade the shares of the Company before the
relative information is officially disclosed. If major negative influence of loss caused by leaking
of information to outside, or by taking advantage of the information to trade or suggest others to
trade the shares of the Company, the responsible person shall subject to discipline punishment
and/or penalty.Within 30 days prior to releasing of the periodical reports, and 10 days prior to
releasing of announcement of business performance predictions or other major events, the
Company will perform inspection on the share trading by the directors, supervisors and executives
of the Company, aiming to restrict them from illegal trading of the Company’s shares using the
inside information. As long as major impairment or loss occurred to the Company due to illegal
leaking of information or illegal operation by an information insider, the responsible person will
be subject to punishment and penalty under the Company’s call.

No trading of the Company’s shares by information insider before releasing of major information
disclosure which may greatly influence the Company’s share price in the report term. No such
people under inspection or penalty of the authoritiesin the report term.

(8) Profit distribution or common reserve capitalization plan of the current year

As audited by Shulun Pan Certified Public Accountants Co., Ltd., the Company made profit in
year 2010. The net profit of the year was RMB925,269,882.53, plus the retained profit of
RMB1,331,156,069.63 at beginning of year, and deduct RMB94,080,000 of dividend distributed
for the previous year, the profit distributabl e to the shareholdersis RMB2,162,390,668.07.

The dividend plan for year 2010 is: upon the total capital shares amounted to 3,136,000,000 shares



at December 31st 2010, RMB1.00 (tax included) of dividend will be distributed upon each 10
shares to the whole shareholders. The dividend for common shares is totaled to RMB313,600,000
thistime. The balance of RMB1,848,790,668.07 will be carried over to the next fiscal year.

(9) Other issues

A. The Company appoints China Securities Journal, Securities Times, and Hong Kong
Commercial Daily as the official information disclosure presses, which remain unchanged in the
year.

B. Special statement of the CPA on the capital adoption by the controlling shareholder and other
related parties

Pursuant to the “Notice on regulations about capital transaction with related parties and providing
of external guarantees’ ( 2003 56 ) issued by China Securities Regulatory
Commission, the CPA issued the “Specia statement of the CPA on the capital adoption by the
controlling shareholder and other related parties’. As of December 31, 2010, no capital adoption
by the controlling shareholder and other related parties was discovered.

C. Opinions of the independent directors: “ Through investigation, the external guarantees occurred
in 2010 and accumulated there before are zero, and no illegal providing of guarantee happened.
Capital transactions with the controlling shareholder and other related parties under its control
were normal business transactions. No illegal adoption of capital happened.”



VIII. Report of the Supervisory Committee

1. Works of the Supervisory Committeein thereport term
The Supervisory Committee convened 4 meetings during the report term:

The 15th meeting of the 4th term of Supervisory Committee was held on April 23, 2010,
resolutions adopted were the followings:

Supervisory Committee’'s Work Report 2009;

Annua Report 2009 and Summary;

Financia Settlement Report 2009;

Profit Distribution Proposal 2009;

The 1st Quarterly Report 2010;

Proposal on Engaging of CPA for year 2010;

Proposal of Investment Outline 2010;

Proposal on Routine Related Transactions;

Introspection Report on Internal Control System;

Proposal of Electing the New Term of Supervisory Committee;

Proposal on Adopting the Responsibility Tracking Scheme of Mgjor Error in Annual Reports;
Proposal on Adopting the Administration Criteria of Information Insiders;

Proposal on Adopting the Administration Criteria of External Information User;

Proposal on Providing of Inventory Impairment Provision, Bad Debt Provision, and Fixed
Assets Impairment Provision;

® Proposal on Calling of Shareholders’ Annual Meeting 2009.

The resolutions were disclosed on April 27, 2010 by China Securities Journal, Securities Times,
and Hong Kong Commercia Daily.

The 1st meeting of the 5th term of Supervisory Committee was held on June 3, 2010. The
following resolutions were adopted:

The Proposal to Elect Mr. Liu Junyou Chairman of the 5th Term of Supervisory Committee;
Proposal of External Investment Plan;

Proposal of Adjusting the Depreciation Scheme of Some Fixed Assets;

Proposal on Routine Related Transactions 2009.

The resolutions were disclosed on June 3, 2010 by China Securities Journal, Securities Times, and
Hong Kong Commercial Daily.

The 2nd meeting of the 5th term of Supervisory Committee was held on August 20, 2010, the
resolutions adopted were the followings:

® |nterim Report 2010 and the Summary;
® Proposal of Calling the Shareholders Annual Meeting 2010

The resolutions were released by China Securities Journal, Securities Times, and Hong Kong
Commercial Daily dated August 20, 2010.

The 3rd meeting of the 5th term of Supervisory Committee was held on October 25, 2010 by mean
of telecommunication. The 3rd Quarterly Report 2010 was examined and adopted.

2. Independent opinions of the Supervisory Committee on particular issuesin 2010

The Supervisory Committee of the Company performed its duties according to the Company Law,



Securities Law and the Articles of Association focusing on legality of daily operation, financial
operation, etc. It was to protect the overall interests of the Company and the masses of
shareholders, the Supervisory Committee issued the independent opinion on the relevant issues in
report term as follows:

(1) Legality of business operation

The Supervisory Committee attended and observed Company's shareholder meetings and every
conference of Board of Directors, and played an important role on resolution’s formulated,
implemented guarantee function during the report term. The Supervisory Committee of the
Company considered that the production of the Company was in good condition of operation.
Company directors accorded with Company’s article and regulation while carrying out company's
work and did not violate laws and regulations, Article Association or any behavior that harmful to
the interests of the Company and shareholder. The Supervisory Committee of the Company
considered, the Company’s management of production and operation had responsible as devoted
to their duty, had not violated laws and regulations, Article Association or any behavior harmful to
the interests of the Company and shareholder while carrying out company's work, the Company
made the proper strategy of business and Company’s management is doing well and with
high-efficiency.

(2) Inspection on financial operation

The finance statement was audited by Shulun Pan Certified Public Accountants Co., Ltd. and they
issued standard auditor’s report without qualified opinion, the finance report of the Company was
frankly, objectively, and precisely reflecting the status of finance and business performance of the
Company.

(3) Related transactions

Related transactions were done on fair base according to contracts or agreements, no interest of
the Company was violated.

(4) Opinions on the Introspection Report on Internal Control prepared by the Board

The Supervisory Committee deems that the Company has been following with the regulations of
China Securities Regulatory Commission and Shenzhen Stock Exchange as well as the basic rules
of internal control. The internal control system has been improved continuously to support normal
business operation and guard the assets of the Company. The Company has established a mature
internal control system with internal auditing department and specialized stuffs to ensure effective
monitoring on important activities of the Company. No behavior was found violating the
“Instructions for Internal Control of PLCS’ of Shenzhen Stock Exchange and the Company’s own
internal control rules. Therefore the Supervisory Committee deems that the introspection report is
reflecting the Company’s situation completely, truthfully, and precisely, and holds no contradictive
opinion.



I X. Significant Events

1. Inthe report period, the Company didn’t involve in any material lawsuits or arbitrations.
2. No bankruptcy or reorganizing issues occurred in the report term needs to be disclosed.

3. In the report term, the Company holds no shares of other PLCs, nor shares of financial
ingtitutions such as commercial banks, security dealers, insurance companies, trust companies, or
future companies, and made no trading of other PLCs' shares.

4. In the report term, the Company conducted none of purchasing, selling of assets, nor merger of
enterprises.

5. In the report term, the Company conducted no implementation of share option incentive
program.

6. Materia related transactionsin the report term:
® Satement on the necessity and consistency of related transactions

To keep a steady supply of resources, the Company still needs to purchase major materials such as
mineral powder from the Group. On the other hand, the power supply department and purchasing
department still provides power and parts to the Group. For some companies under the controlling
of the Group need to purchase finished products from the Company for further process. Therefore
the sales to the Group and accepting of labor and training services will last for a period of time.

To fully adopt the overseas marketing channels the Group has, the Company accepted the import
& export services from Bengang International Trading Ltd. which is under full possession of the
Group.

® No non-operational capital adoption happened between the Company and the
controlling shareholder or other related parties.

® No related transactions happened in the report term in term of external joint
investment with related parties.

7. Major contracts and fulfilling

(1) The Company has never been involved in such events as keeping as custodian, contracted or
|eased any other company’s assets and vice versain the report period.

(2) No providing of external guarantee occurred in the report term.

(3) No providing or accepting of cash asset management to or from other parties occurred during
the report term.

(4) No other material contract engaged in the report term.

8. Commitment issues made by share holders with 5% or above share equities occurred in or last
to the report term.

Commitments Fulfilling Fulfilling of commitments

Shareholder Status

1. After launching of the share relocation From the day of the share
Benxi Steel | program, Bengang Group has committed not to Under equity relocation was
(Group) Co., | trade or transfer its shares in 24 months since the implemented till the day

Ltd. day when they are allowed to trade in the stock when this report is released,
exchange, and not more than 5% of the tota none of the shares of the

processing




capital share of the Company between the 24™
month and the 36™ month.

2. Bengang Group committed not to put the
newly placed shares in the market or sell to
others in 36 months since the date when the share
registration is done.

3. From completion day of this acquisition up to
the end of 2010, Bengang Group will hold not
lower than 65% of the Company’s shares (Except
for selling to strategic investors by way that is
allowed by national policies. However the
acceptor shal cary over the origind
commitment.)

Company held by Bengang
Group was traded in the
market or transferred to
others. None of the shares
newly placed to the Group for
acquiring of the steel & iron
assets of the Group was
traded in the market or
transferred to others. No
situation occurred that the
Group is not fulfilling or not
completely  fulfilling  the
commitments.

9. The Company extended the services of Shulun Pan Certified Public Accountants Co., Ltd. as
CPA of the Company. The annual pay was RMB2.8 million. Shulun Pan Certified Public
Accountants Co., Ltd. has been providing auditing services to the Company for successively four
years.

10. In the report term, none of the directors, supervisors, executives, shareholders, substantial
dominators, buyer of the Company was investigated by relative departments, executed by legal &
discipline departments, delivered to legal departments, appeared for crime, investigated or
punished by China Securities Regulatory Commission, restricted to security market, criticized
publicly, regarded as improper person, punished by other executive departments, or publicly
condemned by the Stock Exchange.

11. No other significant issues occurred during the report term as determined by the Board of
Directors or as provided by Article 67 of the Securities Law, or Article 17 of Information
Disclosing Rules for Company Placed Shares Publicly

12. Reception of investigation and visiting

In the report term, the Company properly executed “Investor Management Instruction” issued by
China Securities Regulatory Commission, and “Fair Information Disclosure Instruction” issued by
Shenzhen Stock Exchange, accepted investigations, inquiring, and visiting of organization
investors and individua investors. All information provided are those have already been disclosed
in regular and provisional reports and announcements. The Company never provided, disclosed or
leaked any major information to any particular object that is closed to the public.

. o Main content involved and
Time/date Place Way Visitors material provided

Jan 14, Office of the Field Guojin Securities etc Production and operation
2010 secretary of Board |research © |situation

Jan 16, Office of the Field China Merchants Production and operation
2010 secretary of Board |research  |Securities situation

Mar 5, Office of the Field s Production and operation
2010 secretary of Board |research CITIC Securities situation i

Mar 17, Office of the Field XihuaAsset, Yinhua  [Production and operation
2010 secretary of Board |research  |Foundation, etc. situation

May 14 Office of the Field Ping an Securities Production and operation
2010 secretary of Board |research situation

June 10, |Office of the Field Orient Securities Production and operation
2010 secretary of Board |research situation

July 13, Office of the Field . Production and operation
20{0 secretary of Board |research North-east Security situation P




X. Financial Report

1. Financial Statements (Attached her eafter)

2. Notesto the Financial Statements (Attached hereafter)

XI. Documents For Reference

1. Financial Statements signed and stamped by the legal representative, CFO, and

accounting manager;

2. Original copy of the Auditors Report under the seal of the CPA and signed by and under

the seal of certified accountants.

3. All of theoriginal copies of documents and announcementsthat have been published on

China Securities Journal, Securities Times, and Hong Kong Commer cial Daily.

TheBoard of Directors of
Bengang Seel Plate Co., Ltd.
Chairman of the Board: Zhang Xiaofang

April 20, 2011
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AUDITORS REPORT

PCPAR(2011) No.

All Shareholders of Bengang Steel Plates Co., Ltd.:

We have audited the accompanying financial statements of Bengang Steel Plates Co., Ltd.
(hereinafter referred to as “the Company”) which comprise the consolidated balance sheet
and balance sheet as at 31 December 2010, the consolidated income statement and income
statement, the consolidated statement of changes in equity and statement of changes in
equity, the consolidated statement of cash flow and statement of cash flow for the year then
ended, and notes to the financial statements.

Management’s Responsibility for the Financial Statements

The Company’s management is responsible for the preparation of financial statements in
accordance with Accounting Standards for Business Enterprises -Basic Standard and
specific accounting standards and the Accounting Regulations for Business Enterprises
issued by the Ministry of Finance of the People’'s Republic of China. This responsibility
includes (1) designing, implementing and maintaining the internal control relevant to the
preparation of the financial statements that are free from material misstatement, whether
due to fraud or error; (2) selecting and applying appropriate accounting policies; and (3)
making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Auditing Standards for Certified Public
Accountants of China. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain a reasonable assurance as to whether the financia
statements are free from material misstatement.

Auditors Report Page 1



An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we consider the
internal control relevant to the entity’s preparation of financial statementsin 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 company’sinternal control.

An audit aso includes evaluating the appropriateness of the accounting polices used and
the reasonableness of the accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

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

Auditor’s opinion

In our opinion, the financial statements of Bengang Steel Plates Co., Ltd. comply with the
requirements of the Accounting Standards for Business Enterprises and the Accounting
Regulations for Business Enterprises and present fairly, in all materia respects, the
consolidated financial position and financial position of the Company as at 31 December
2010, and the consolidated results of operations and results of operations and the
consolidated cash flows and cash flows of the Company for the year then ended.

BDO SHULUN PAN CERTIFIED PUBLIC Certified Public Accountants
ACCOUNTANTSCO., LTD. Registered in the People's Republic
Of China

Jinmei Zhu

Shanghai, the People’s Republic of China Xue Wu

18 April 2011

This auditor’s report and the accompanying notes to the financial statement are English translation of the Chinese
auditors' report. In case of doubt as to the presentation of these documents, the Chinese version shall prevail.

Auditors Report Page 2



BENGANG STEEL PLATESCO., LTD.

(Expressed in Renminbi unless otherwise indicated)

BALANCE SHEET
As at 31 December 2010

Assets Note Ending Balance Opening Balance
Current assets
Cash at bank and on hand 1,358,651,762.79 2,795,043,926.41
Financial assets held for trading
Notes receivable 1,822,459,543.49 1,692,464,732.45
Accounts receivable 11(1) 400,131,072.92 736,508,549.83
Prepayments 744,919,442.64 1,134,073,791.54
Interests receivable
Dividends receivable
Other receivables 11(2) 220,725,711.61 210,275,779.87
Inventories 9,814,369,793.69 7,701,138,465.80
Non-current assets due within one year
Other current assets 182,211,823.73 182,211,823.73
Total current assets 14,543,469,150.87 14,451,717,069.63
Non-current assets
Available-for-sale financial assets
Held- to-maturity investment
Long-term receivable
Long-term equity investment 11(3) 878,655,407.17 539,708,177.17
Investment properties
Fixed assets 18,438,736,612.00 17,518,704,793.06
Construction in progress 889,881,763.38 1,826,180,938.13
Project material 15,638,434.32 137,969,772.11
Disposal of fixed assets
Productive biological assets
Oil and gas assets
Intangible assets
Development expenditure
Goodwill
Long-term deferred expenses
Deferred tax assets 189,470,501.84 210,573,821.71
Other non-current assets
Total non-current assets 20,412,382,718.71 20,233,137,502.18
Total assets 34,955,851,869.58 34,684,854,571.81
The notes to the financial statements attached form part of these financia statements.
Legal Representative Chief Financial Officer: Chief Accountant

Financial Statements Page 1




BENGANG STEEL PLATESCO., LTD.

BALANCE SHEET (Continued)
As at 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

Liabilities and Equities Note Ending Balance Opening Balance
Current Liabilities
Short-term loans 2,295,236,500.00 2,845,850,700.00
Financial liabilities held for trading
Notes payable 1,260,376,722.11 4,238,076,393.71
Accounts payable 8,189,917,528.20 6,401,502,740.43
Advance from customers 2,831,031,113.85 2,418,365,310.33
Employee benefits payable 184,669,271.84 245,128,249.09
Current tax liabilities -651,410,574.54 -99,007,033.77
Interests payable
Dividends payable
Other payables 631,026,887.30 747,373,431.76
Non-current liabilities due within one year 1,013,263,228.43 960,040,053.18
Other current liabilities
Total current liabilities 15,754,110,677.19 17,757,329,844.73
Non-current liabilities
Long term loans 4,314,024,138.39 2,869,036,104.26
Bonds payable
Long-term payable
Special accounts payable 5,666,666.67
Contingent liabilities
Deferred tax liabilities
Other non-current liabilities 120,469,446.22 1,048,650.00
Total non-current liabilities 4,434,493,584.61 2,875,751,420.93
Total liabilities 20,188,604,261.80 20,633,081,265.66
Shareholder’s equity:
share capital 3,136,000,000.00 3,136,000,000.00
Capital reserve 8,790,691,134.76 8,736,261,134.76
Less: treasury shares
Special reserves
Surplus reserves 921,277,509.22 921,277,509.22
General Risk reserve
Undistributed Profits 1,919,278,963.80 1,258,234,662.17
Total shareholder's equity 14,767,247,607.78 14,051,773,306.15
Total liabilities and shareholder’s equity 34,955,851,869.58 34,684,854,571.81
The notes to the financial statements attached form part of these financia statements.
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.

CONSOLIDATED BALANCE SHEET
As at 31December 2010

(Expressed in Renminbi unless otherwise indicated)

Assets Note Ending Balance Opening Balance
Current assets
Cash at bank and on hand 5(1) 1,475,045,148.55 2,842,961,050.60
Financial assets held for trading
Notes receivable 5(2) 1,900,062,739.70 1,758,593,662.55
Accounts receivable 5(3) 344,857,035.57 578,413,768.04
Prepayments 5(4) 810,851,238.27 1,150,044,136.73
Interests receivable
Dividends receivable
Other receivables 5(5) 106,040,016.05 93,630,458.88
Inventories 5(6) 10,297,600,688.08 8,075,674,235.63
Non-current assets due within one year
Other current assets 5(7) 182,211,823.73 182,211,823.73
Total current assets 15,116,668,689.95 14,681,529,136.16
Non-current assets
Available-for-sale financial assets
Held- to-maturity investment
Long-term receivables
Long-term equity investments 5(8) 15,791,030.00 1,843,800.00
Investment property
Fixed assets 5(9) 18,856,618,212.00 17,962,489,063.75
Construction in progress 5(10) 1,619,227,102.66 1,826,180,938.13
Project material 5(11) 15,638,434.32 137,969,772.11
Disposal of fixed assets
Productive biological assets
Oil and gas assets
Intangible assets 5(12) 46,395,483.80
Development expenditure
Goodwill
Long-term deferred expenses
Deferred tax assets 5(13) 201,402,995.51 211,673,756.88
Other non-current assets
Total non-current assets 20,755,073,258.29 20,140,157,330.87
Total assets 35,871,741,948.24 34,821,686,467.03
The notes to the financial statements attached form part of these financial statements.
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
CONSOLIDATED BALANCE SHEET (Continued)

As at 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

Liabilities and Equities Note Ending Balance Opening Balance
Current Liabilities
Short-term loans 5(15) 2,295,236,500.00 2,845,850,700.00
Financial liabilities held for trading
Notes payable 5(16) 1,260,376,722.11 4,238,076,393.71
Accounts payable 5(17) 7,993,191,216.38 6,261,007,678.94
Advance from customers 5(18) 3,118,780,973.56 2,538,565,736.60
Employee benefits payable 5(19) 184,769,139.84 245,128,249.09
Current tax liabilities 5(20) -704,770,343.24 -117,251,269.73
Interests payable
Dividends payable
Other payables 5(21) 721,086,330.41 849,874,951.99
Non-current liabilities due within one year 5(22) 1,013,263,228.43 960,040,053.18
Other current liabilities
Total current liabilities 15,881,933,767.49 17,821,292,493.78
Non-current liabilities
Long term loans 5(23) 4,824,024,138.39 2,869,036,104.26
Bonds payable
Long-term payable
Special accounts payable 5(24) 5,666,666.67
Contingent liabilities
Deferred tax liabilities
Other non-current liabilities 5(25) 120,469,446.22 1,048,650.00
Total non-current liabilities 4,944,493,584.61 2,875,751,420.93
Total liabilities 20,826,427,352.10 20,697,043,914.71
Shareholderr’s equity:
share capital 5(26) 3,136,000,000.00 3,136,000,000.00
Capital reserve 5(27) 8,790,691,134.76 8,736,261,134.76
Less: treasury shares
Special reserves
Surplus reserves 5(28) 921,277,509.22 921,277,509.22
General risk reserve
Undistributed profits 5(29) 2,162,390,668.07 1,331,103,908.34
Foreign currency translation differences
Total equity attributable to equity holders of the parent
company 15,010,359,312.05 14,124,642,552.32
Minority interests 34,955,284.09
Total equity 15,045,314,596.14 14,124,642,552.32
Total liabilities and shareholder’s equity 35,871,741,948.24 34,821,686,467.03
The notes to the financial statements form part of these financial statements
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
INCOME STATEMENT
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

[tem Note 2010 2009
1. Operating income 11(4) 44,992,560,256.05 34.360,605,341.73
Less: Operating cost 11(4) 40,438,137,117.10 32,805,950,140.59
Business tax and surcharges 154,535,295.39 11,315,952.82
Selling and distribution expenses 408,607,676.45 282,517,309.29
General and administrative expenses 2,819,408,561.57 2,387,841,443.97
Financial expenses 236,378,477.88 128,197,712.31
Asset impairment loss 59,523,718.92 100,067,127.09
Add:  Changes of fair value assets
Income on investment
Wherein: income from associates
2. Operating profit 875,969,408.74 -1,355,284,344.34
Add:  Non-operating income 14,997,550.12 39,633,527.64
Less:  Non-operating expenses 114,739,337.36 103,438,264.11
Wherein: loss on disposal of non-current
assets
3. Total profit 776,227,621.50 -1,419,089,080.81
Less: Income tax expenses 21,103,319.87 193,218,870.67
4. Net profit 755,124,301.63 -1,612,307,951.48
5. Earnings per share
1.Basic earnings per share
2.Diluted earnings per share
6. Other comprehensive income
7. Total comprehensive income 755,124,301.63 -1,612,307,951.48
The notes to the financial statements form part of these financial statements
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

[tem Note 2010 2009
1. Operating income 5(30) 45,687,750,464.69 35,597,775,963.71
Less: Operating cost 5(30) 40,757,030,212.23 33,833,681,618.46
Business tax and surcharges 5(31) 162,415,949.47 13,251,571.68
Selling and distribution expenses 5(32) 509,685,325.26 360,767,124.18
General and administrative expenses 5(33) 2,861,539,520.37 2,425,505,704.09
Financial expenses 5(34) 235,727,287.85 127,807,649.76
Asset impairment loss 5(35) 59,764,068.25 100,359,439.00
Add: Changes of fair value assets
Income on investment 5(36) 1,210,690.80
Including: income from associates
Exchange loss
2.0perating profit 1,102,798,792.06 -1,263,597,143.46
Add:Non-operating income 5(37) 16,581,720.53 42,522,575.16
Less:Non-operating expenses 5(38) 114,755,877.56 103,469,635.29
Indluding: loss on disposal of non-current assets 108,639,680.88 97,059,271.85
4. Total profit 1,004,624,635.03 -1,324,544,203.59
Less: Income tax expenses 5(39) 79,302,591.21 220,646,828.78
5. Net profit 925,322,043.82 -1,545,191,032.37
Including: net profit realized before consolidation by
the combined party
Attributable to: equity shareholders of the Company 925,366,759.73 -1,545,191,032.37
Minority shareholders -44,715.91
6.Earnings per share
(1) Basic earnings per share 0.295 -0.49
(2) Diluted earnings per share 0.295 -0.49
7. Other comprehensive income
8. Total comprehensive income 925,322,043.82 -1,545,191,032.37
Attributable to: equity shareholders of the Company 925,366,759.73 -1,545,191,032.37
Minority shareholders -44,715.91
The notes to the financial statements form part of these financial statements
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
STATEMENT OF CASH FLOW

For the year ended 31 December 2010
(Expressed in Renminbi unless otherwise indicated)

Item 2010 2009

1. Cash flow from operating activities

Cash received from sale of goods or rendering of services 29,611,860,130.30 26,879,704,919.53
Refund of taxes 117,938,503.27 70,520,181.98
Other cashes received relating to operating activities 448,021,134.22 149,499,383.99
Subtotal of cash inflows 30,177,819,767.79 27,099,724,485.50
Cash paid for goods and services 23,616,795,440.95 20,590,711,352.98
Cash paid to and on behalf of employees 2,071,955,131.71 1,828,840,595.49
Cash paid for all types of taxes 1,090,554,742.97 475,055,089.65
Other cash paid relating to operating activities 737,611,669.79 645,012,053.76
Subtotal of cash outflows 27,516,916,985.42 23,539,619,091.88
Net cash flows from operating activities 2,660,902,782.37 3,560,105,393.62
2. Cash flows from investing activities

Cash received from return on investments

Cash received from distribution of dividends or profit

glsestefsaZEdrgt?%\rl?gn ét?enrwmdgégfgl of fixed assets, intangible 4187.716.38 1.933.900.00
Net cash received from disposal of subsidiary and other operating units

Other cash received relating to investing activities

Subtotal of cash inflows 4,187,716.38 1,933,900.00
Cash paid for acquisition of investments 338,947,230.00 10,000,000.00
Net cash received from subsidiary and other operating unit

Other cash paid relating to investing activities

Subtotal of cash outflows 3,473,101,607.00 3,832,148,075.65
Net cash flows from investing activities -3,468,913,890.62 -3,830,214,175.65
3. Cash flows from financing activities

Proceeds from investment 54,430,000.00

Proceeds from borrowings 6,841,851,000.00 6,148,315,400.00
Other proceeds relating to financing activities 9,916,201.87 24,128,827.05
Subtotal of cash inflows 6,906,197,201.87 6,172,444,227.05
Cash repayments of borrowings 5,838,275,204.31 4,894,169,422.30
Cash payments for distribution of dividends, profit or interest 442,887,025.81 422,762,962.83
Other cash payments relating to financing activities 1,100,949,364.10
Subtotal of cash outflows 6,281,162,230.12 6,417,881,749.23
Net cash flows from financing activities 625,034,971.75 -245,437,522.18
4, Effect of foreign exchange rate changes on cash and cash equivalents 2,041,019.90 -183,561.72
5. Net increase in cash and cash equivalents -180,935,116.60 -515,729,865.93
Add: cash and cash equivalents at the beginning of the period 1,324,990,582.40 1,840,720,448.33
6. Cash and cash equivalents at the ending of the period 1,144,055,465.80 1,324,990,582.40

The notes to the financial statements form part of these financial statements

Legal Representative

Chief Financia Officer:
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BENGANG STEEL PLATESCO,, LTD.

CONSOLIDATED STATEMENT OF CASH FLOW
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

[tem Note 2010 2009
1.Cash flow from operating activities
Cash received from sale of goods or rendering of services 30,342,142,707.81 | 27,313,928,352.24
Refund of taxes 121,701,262.73 71,514,781.68
Other cashes received relating to operating activities 5(41) 460,458,077.30 157,944,116.87
Subtotal of cash inflows 30,924,302,047.84 |  27,543,387,250.79
Cash paid for goods and services 24,107,674,465.84 20,929,448,753.13
Cash paid to and on behalf of employees 2,081,690,545.03 1,837,689,511.41
Cash paid for all types of taxes 1,232,495,076.60 513,532,453.49
Other cash paid relating to operating activities 5(41) 915,959,383.49 673,813,962.00
Subtotal of cash outflows 28,337,819,470.96 23,954,484,680.03
Net cash flows from operating activities 2,586,482,576.88 3,588,902,570.76
2. Cash flows from investing activities
Cash received from return on investments
Cash received from distribution of dividends or profit
NSRS HITRpgsalg e asses, nangite waniess | 1e3a0m
Net cash received from disposal of subsidiary and other operating units
Other cash paid relating to investing activities
Subtotal of cash inflows 4,218,406.38 1,933,900.00
gﬁ&%@]aeiplgonrgqfeqr%sgis%% t%f fixed assets, intangible assets 2 840,460 484,94 282,105 895 7
Cash paid for acquisition of investments 13,947,230.00 1,843,800.00
Net cash received from subsidiary and other operating unit
Other cash paid relating to investing activities
Subtotal of cash outflows 3,863,416,714.94 3,824,039,695.87
Net cash flows from investing activities -3,859,198,308.56 -3,822,105,795.87
3. Cash flows from financing activities
Proceeds from investment 89,430,000.00
Including: Net proceeds from issuance of minority equity securities of subsidiary 35,000,000.00
Proceeds from borrowings 7,351,851,000.00 6,148,315,400.00
Other proceeds relating to financing activities 5(41) 9,916,201.87 24,128,827.05
Subtotal of cash inflows 7,451,197,201.87 6,172,444,227.05
Cash repayments of borrowings 5,838,275,204.31 4,894,169,422.30
Cash payments for distribution of dividends, profit or interest expenses 454,706,140.81 422,762,962.83
Other cash payments relating to financing activities 1,100,949,364.10
Subtotal of cash outflows 6,292,981,345.12 6,417,881,749.23
Net cash flows from financing activities 1,158,215,856.75 -245,437,522.18
4, Effect of foreign exchange rate changes on cash and cash equivalents 2,041,019.90 -183,561.72
5. Net increase in cash and cash equivalents -112,458,855.03 -478,824,309.01
Add: cash and cash equivalents at the beginning of the period 1,372,907,706.59 1,851,732,015.60
6. Cash and cash equivalents at the ending of the period 1,260,448,851.56 1,372,907,706.59

The notes to the financial statements attached form part of these financial statements
Legal Representative Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
STATEMENT OF CHANGESOF EQUITY
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

[tem

2010

Special
Share capital Capital Surplus Less: treasury shares Surplus reserves

reserves

General Risk

Provisions

Undistributed profits

Total shareholder’s equity

1. Balance at the end of last vear

3,136,000,000.00 8,736,261,134.76 921,277,509.22

1,258,234,662.17

14,051,773,306.15

Add:Chanae of accounting policies

Carrection of errors for last period

Others

2. Beainnina Balance

3,136,000,000.00 8,736,261,134.76 921,277,509.22

1,258,234,662.17

14,051,773,306.15

|_3. Chanaes in current vear (“-” _decrease )

54,430,000.00

661,044,301.63

715474,301.63

(1) Net profit

755,124,301.63

755,124,301.63

(2) Gain and loss recoanized directly in equity

Subtotal of above (1) and (2)

755,124,301.63

755,124,301.63

(3) Shareholders' contributions and decrease of capital

54,430,000.00

54,430,000.00

1.Contributions by shareholders

2.Amount calculated into owner's equity paid in shares

3.0thers

54,430,000.00

54,430,000.00

(4) Aoprooriation of profits

-94,080,000.00

-94,080,000.00

1.Appropriation to surplus reserves

2.Anpropriation to general risk reserves

3.Profit distribution to shareholders

-94,080,000.00

-94,080,000.00

4.0thers

(5) Transfers within equity

|_1.Capital surplus turned to paid-in capital (or stock)

2.Surplus reserves turned to paid-in canital (or stock)

3.Surplus reserves covering a [0ss (or capital stock)

4.0thers

(6) Special reserves

1. Provision of special reserves

2. Use of spcial reserves

4. Balance at the end of this vear

3,136,000,000.00 8,790,691,134.76 921,277,509.22

1,919,278,963.80

14,767,247,607.78

The notes to the financia statements attached form part of these financial statements.

Legal Representative

Chief Financial Officer:

Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
STATEMENT OF CHANGESOF EQUITY
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

[tem

2009

Less:treasur
y shares

Special
reserves

Surplus

Share capital reserves

Capital surplus

General risk
provision

Undistributed
profits

Total shareholder’
S equity

1. Balance at the end of last vear

3.136.000.000.00 8,736,261.134.76 921.277.509.22

3.027,342.613.65

15,820,881,257.63

|_Add:Chanae of accountina nolicies

Carrection of errors for last beriod

QOthers

2. Beainnina Balance

3.136.000.000.00 8,736,261.134.76 921.277.509.22

3.027,342.613.65

15,820,881,257.63

3. Chanaes in current vear (“-” decrease )

-1,769,107,951.48

-1,769,107,951.48

-1,612,307,951.48

-1,612,307,951.48

(1) Net profit
(2) Gain and loss recoanized directlv in equity

-1,612,307,951.48

-1,612,307,951.48

|_Subtotal of abave (1) and (2)
, o f canial

1.Contributions bv shareholders

| 2.Amount calculated into owner's equitv paid in shares

3.0thers

(4) Aporooriation of profits

-156.800.000.00

-156.800.000.00

| 1.Appronriation to surplus reserves

2.Appronriation to aeneral risk reserves

3 Profit distributi ers

-156.800.000.00

-156.800.000.00

4.0thers

(5) Transfers within equitv

|_1.Canital surplus turned to paid-in caoital (or stock)

|_2.Surplus reserves turned to paid-in canital (or stock)

|3.Surplus reserves coverina a loss (or capital stock)

4,0thers

(6) Special reserves

1. Provision of special reserves

2. Use of spcial reserves

4. Balance at the end of this vear

3.136.000.000.00 8.736.261.134.76 921.277.509.22

1,258,234,662.17

14,051,773,306.15

The notes to the financia statements attached form part of these financial statements

Legal Representative

Chief Financial Officer:

Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
CONSOLIDATED STATEMENT OF CHANGES OF EQUITY
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

2010
ltem Shareholder's equity atti bI.-Jtab| e to the parent company : - Minority Total shareholder's
. . Less:treaury Specia Surplus General risk Undistributed : .
Share capital Capital reserves . ) Others equity equity
shares reserves reserves provision Profits
1. Balance at the end of last vear 3,136,000,000.00 8,736,261,134.76 921,277,509.22 1,331,103,908.34 14,124,642,552.32
Add:Change of accountina palicies
Correction of errors for last period
Others
2. Beginnina Balance 3,136,000,000.00 8,736,261,134.76 921,277,509.22 1,331,103,908.34 14,124,642,552.32
3. Chanaesin current vear (“-" decrease) 54,430,000.00 831,286,759.73 34,955,284.09 920,672,043.82
(1) Net profit 925,366,759.73 -44,715.91 925,322,043.82
(2) Gain and loss recognized directly in equity
Subtotal of above (1) and (2) 925,366,759.73 -44,715.91 925,322,043.82
(3) Shareholders' contributions and decrease of capital 54,430,000.00 35,000,000.00 89,430,000.00
1.Contributions by shareholders 35,000,000.00 35,000,000.00
2.Amount calculated into owner’s equity paid in shares
3.0thers 54,430,000.00
(4) Appropriation of profits -94,080,000.00 -94,080,000.00
1.Appropriation to surplus reserves
2.Appropriation to general risk reserves
3.Profit distribution to shareholders -94,080,000.00 -94,080,000.00
4.0thers
(5) Transfers within equity
1.Capital surplus turned to paid-in capital (or stock)
2.Surplus reserves turned to paid-in capital (or stock)
3.Surplus reserves covering aloss (or capital stock)
4.0thers
(6) Special reserves
1. Provision of special reserves
2. Use of spcial reserves
4. Balance at the end of thisvear 3,136,000,000.00 8,790,691,134.76 921,277,509.22 2,162,390,668.07 34,955,284.09 15,045,314,596.14

The notes to the financial statements attached form part of these financial statements

Legal Representative

Chief Financial Officer: Chief Accountant
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BENGANG STEEL PLATESCO., LTD.
CONSOL IDATED STATEMENT OF CHANGES OF EQUITY (Continued)
For the year ended 31 December 2010

(Expressed in Renminbi unless otherwise indicated)

Item

2009

Shareholder's equity attributable to the parent company

Share capital

Capita
reserves

Lessitreasu
ry shares

Specia
reserves

Surplus
reserves

General risk
provision

Undistributed
profits

Others

Minority

equity

Total sharehol
der's equity

1. Balance at the end of last vear

3,136,000,000.00

8,736,261,134.76

921,277,509.22

3,033,094,940.71

15,826,633,584.69

Add:Change of accounting policies

Correction of errors for last period

Others

2. Beqinning Balance

3,136,000,000.00

8,736,261,134.76

921,277,509.22

3,033,094,940.71

15,826,633,584.69

3. Chanaesin current vear (“-" decrease)

-1,701,991,032.37

-1,701,991,032.37

(1) Net profit

-1,545,191,032.37

-1,545,191,032.37

(2) Gain and |oss recognized directly in equity

Subtotal of above (1) and (2)

-1,545,191,032.37

-1,545,191,032.37

(3) Shareholders' contributions and decrease of capital

1.Contributions by shareholders

2.Amount calculated into owner’s equity paid in shares

3.0thers

(4) Appropriation of profits

-156,800,000.00

-156,800,000.00

1.Appropriation to surplus reserves

2.Appropriation to general risk reserves

3.Profit distribution to shareholders

-156,800,000.00

-156,800,000.00

4.0thers

(5) Transfers within equity

1.Capital surplus turned to paid-in capital (or stock)

2.Surplus reserves turned to paid-in capital (or stock)

3.Surplus reserves covering aloss (or capital stock)

4.0thers

(6) Special reserves

1. Provision of special reserves

2. Use of spcial reserves

4. Balance at the end of thisvear

3,136,000,000.00

8,736,261,134.76

921,277,509.22

1,331,103,908.34

14,124,642,552.32

The notes to the financia statements attached form part of these financial statements

Legal Representative

Chief Financial Officer:

Chief Accountant:

Financial Statements Page 12




Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

Bengang Steel Plates Co., Ltd.

Notes to the financial statements

1. Company Profile

Bengang Steel Plates Co., Ltd. (hereinafter referred to as “the Company”), as approved in Liao-Zheng
(1997) No.57 by Liaoning People’s Government on 27 March 1997 ,was incorporated as a joint stock
limited company in the People's Republic of China (the “PRC”) on 27 June 1997 by Benxi Iron and
Steel (Group) Co., Ltd.(“Bengang Group”), through reorganization of operations, assets and liabilities of
its plants, namely, Steel Smelting plant, Primary Rolling Plant and Continuous Hot Rolling Plant.

As approved by China Securities Regulatory Commission (hereinafter referred to as “The CSRC”), the
Company issued 400,000,000 B-shares at RMB2.38 each in Shenzhen Stock Exchange on 10 June 1997.
On 3 November 1997, the Company issued another 120,000,000 A-shares (Renminbi Common Shares)
at RMB5.40 each, and listed in Shenzhen Stock Exchange since 15 January 1998. The capital shares
were totaled to 1,136,000,000 shares including 616,000,000 shares held by the promoter.

On 14 March 2006, according to the resolutions of the Shareholders' Meeting regarding share equity
relocation, the Share Equity Relocation Scheme, Response to Bengang Steel Plate Co., Ltd. about Share
Equity Relocation issued by Liaoning Provincia Government State-owned Asset Administrative
Committee, Bengang Group — the only holder of non-negotiable state-owned legal person shares paid
the consideration to the current shareholders to obtain the current option for the 40,800,000 shares of the
total 616,000,000 shares it was holding. Shareholding positions have been registered with China
Securities Depository & Clearing Corporation Ltd. However, the total amount of capital shares of
Bengang Steel Plates Co., Ltd. was not changed through the share equity relocation action.

According to the approval document “Zheng-Jian-Gong-Si-Zi [2006] No0.126" by China Securities
Regulatory Commission on June 30th 2006, the Company was approved to place 2 billion Renminbi
common shares particularly to Bengang Group and the proceeds would be used to purchase the related
assets of the Group. On the same day, Bengang Group received circular Zheng-Jian-Gong-Si-Zi [2006]
127 issued by China Securities Regulatory Committee, and was exempted for the liability of undertaking
the purchase offer. The liability was caused by subscribing of the 2 billion new shares and the total
shareholding was thus increased to 2.5752 billion shares (accounts for 82.12% of the total capital shares
of the Company). On 28 August 2006, as approved by China Securities Depository & Clearing
Corporation Ltd. Shenzhen Office, the registration and conditional placing procedures of the 2 billion
new shares were completed. On 28 September 2006, the privately placed shares were approved by
Shenzhen Stock Exchange to be placed in the stock market. The new shares were placed in the market
on October 9th 2006, with face value of RMB1.00 per share and the placing price was RMB4.6733 per
share. The newly placed shares were restricted to be sold in 36 months when they were registered to the

account of Bengang Group.
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Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

Capital inputted for the newly placed shares was the main steel & iron assets of Bengang Group
amounted to RMB 10,097,917,959.13 provided by the auditing report dated May 31st 2006 (i.e. the
purchase price of the steel & iron assets). The price for each share was RMB4.6733. The balance
between the net value of inputted assets and the share capital formed capital reserves of RMB
7,346,600,000 and liability to Bengang Group of RMB 751,317,959.13.

The main steel and iron assets of Bengang Group have been appraised by Zhongzi Asset Appraisal Co.,
Ltd. based on 30 June 2005. The appraisal report was filed “ Zhongzi-Ping-Bao-Zi (2005) No.142.”

Up to 31 December 2007, the capital shares of Bengang Steel Plates Co., Ltd were amounted to
3,136,000,000 shares. The business registration was renewed on December 21%, 2006. The business
license was numbered 2100001049024. The registered address is. 18th Gangtie Road, Pingshan, Benxi,
Liaoning Province. The registered capital is RMB 3,136,000,000. The legal representative is Xiaofang
Zhang.

Bengang Steel Plates Co., Ltd. ismainly involved in processing and trading of recycled metal (including
color metal), steel & iron making, rolling, and trading, oxygen making, specia pre-shaped steel material,
metal process, goods and technology import & export (excluding categories prohibited by the national
government, constrained products can only be traded with special certificates), measuring instruments,
electronic & mechanical equipment, sales of steel, new industrial products, developing of technologies,
recycling of gas dust and waste oil (excluding dangerous materials), production of dangerous chemical
materials.

2. Significant Accounting policies, Accounting Estimatesand Error Correction

(1) Basis of Preparation

The Financial Statements have been prepared on the assumption of continuing operation and in
accordance with the requirements of the China Accounting Standards for Business
Enterprises(CA S(2006)) issued by the Ministry of Finance(MOF).

(2) Satement of Compliance
The financial statements present truly and completely the financial position, operation results and cash
flows of the company.

(3) Accounting year
The Accounting year isfrom 1 January to 31 December.

(4) Functional currency
The Company’s functional currency isRMB

(5) The accounting treatment for Business combination under /not under common
control
(1) Business combination under common control

Notesto the financial statements Page 2



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

The assets and liabilities that the combining party obtains in a business combination shall be measured
on the basis of their carrying amount in the combined party on the combining date. As for the balance
between the carrying amount of the net assets obtained by the combining party and the carrying amount
of the consideration paid by it (or the total par value of the shares issued),the additional paid-in capital
shall be adjusted. If the additional paid-in capital is not sufficient to be offset, the retained earnings shall
be adjusted.

The direct cost for the business combination of the combining party shall, including the expenses for
audit, assessment and legal services, be recorded into the profits and losses at the current period.

The handling fees, commissions and other expenses for the issuance of equity securities for the business
combination shall be credited against the surplus of equity securities; if the surplusis not sufficient, the
retained earnings shall be offset.

Where the accounting policy adopted by the combined party is different from that adopted by the
combining party, the combining party shall, according to accounting policy it adopts, adjust the relevant
itemsin the financia statements of the combined party, and shall, pursuant to the present Standard,
recognize them on the basis of such adjustment.

(2) Business combination involving entities not under common control

The acquirer shall, on the acquisition date, measure the assets given and liabilities incurred or assumed
by an enterprise for a business combination in light of their fair values, and shall record the balances
between them and their carrying amounts into the profits and losses at the current period.

The acquirer shall distribute the combination costs on the acquisition date

The acquirer shall recognize the positive balance between the combination costs and the fair value of the
identifiable net assets it obtains from the acquiree as business reputation. The acquirer shall treat the
balance between the combination costs and the fair value of the identifiable net assets it obtains from the
acquiree into the profits and losses of the current period.

Asfor the assets other than intangible assets acquired from the acquiree in a business combination (not
limited to the assets which have been recognized by the acquiree), if the economic benefits brought by
them are likely to flow into the enterprise and their fair values can be measured reliably, they shall be
separately recognized and measured in light of their fair values. Asfor any intangible asset acquired in a
combination, if its fair value can be measured reliably, it shall be separately recognized as an intangible
asset and shall measured in light of itsfair value. Asfor the liabilities other than contingent liabilities
acquired from the acquiree, if the performance of the relevant obligationsis likely to result in any
out-flow of economic benefits from the enterprise, and their fair values can be measured reliably, they
shall be separately recognized and measured in light of their fair values. Asfor the contingent liabilities
of the acquiree obtained in a combination, if their fair values can be measured reliably, they shall
separately be recognized as liabilities and shall be measured in light of their fair values.
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(6) Consolidation of Financial Satements

The scope of consolidation of consolidated financial statements is determined based on control. All the
subsidies have been consolidated into the scope of consolidation for this period ended.

The accounting policty and accounting period of the subidiaries within the consolidation scope shall be
in accordance with those of “the Company”. If not, it is necessary to make the adjustment according to
the Company’s accounting policies and accounting period when preparing the consolidated financisl
statements

The consolidated financial statements shall, on the basis of the financia statements of the parent
company and its subsidiaries together with other relevant material, be prepared by the parent company
after the long term equity investmentsin the subsidiaries are adjusted through the equity method.

The impact of transactions between the Company and its subdiaries and inter-subsidiaries for the
consolidated balance sheet, consolidated income statement, consolidated statement of cash flow and
consolidated statement of changes of equity are eliminated when preparing the consolidated financial
Statements.

Where losses applicable to the minority exceed the minority’ sinterestsin the beginning equity of a
subsidiary, the excess are charged against the minority’s interests

If the parent company has a new subsidiary due to business combination under a same control during a
reporting period, it shall adjust the beginning balance in the consolidated balance sheets when preparing
consolidated bal ance sheets. the sales, expenses and profits of the subsidiaries from the acquisition date
to the end of the reporting period are included in the parent company’s consolidated Profit statements
The cash flow of the subsidiaries from the acquisition date to the end of the reporting period are included
in the parent company’s consolidated cash flow statements.

If it isnot under a same control the parent company shall not adjust the beginning balance in the
consolidated bal ance sheets when preparing consolidated balance sheets. the sales, expenses and profits
of the subsidiaries from the acquisition date to the end of the reporting are included in the parent
company’s consolidated profit statements. the cash flow of the subsidiaries from the acquisition date to
the end of the reporting period are included in the parent company’s consolidated cash flow statements

If the parent company disposes of a subsidiary within reporting period, the sales, expenses and profits
of the subsidiaries from the beginning of the reporting period to the disposal date are included in the
parent company’s consolidated profit statements. the cash flow of the subsidiaries from the beginning of
the reporting period to the disposal date are included in the parent’s consolidated cash flow statements.

(7) Recognition of cash and cash equivalents
Cash equivaent refers to the investments with short term, strong liquidity and small risk of value
fluctuation that are held by the Company and easily converted into cash with known amount.
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Cash and cash equivalents are: cash, bank deposits that can be used for payment at anytime, other
monetary capital, and short term investment not longer than three months.

(8) Foreign currency transaction and trandslation of foreign currency financial
statements

1) Foreign currency transaction

Foreign currency transactions are trandated into RMB at the current rate at the day of transactions.

The foreign currency monetary items shall be trandated at the spot exchange rate on the balance sheet
date. The balance of exchange arising from the difference between the spot exchange rate on the balance
sheet date and the spot exchange rate at the time of initia recognition or prior to the balance sheet date
shall be recorded into the profits and losses at the current period.

The foreign currency non-monetary items measured at the historical cost shall still be translated at the
spot exchange rate on the transaction date, of which the amount of functional currency shall not be
changed.

The foreign currency non-monetary items measured at the fair value shall still be trandated at the spot
exchange rate on the date of confirming the fair value and the balance of exchange arising from it shall
be recorded into profits and losses at the current period or capital reserves.

2) Trandlation of foreign currency financial statements

The asset and liability items in the balance sheets shall be translated at a spot exchange rate on the

bal ance sheet date. Among the owner's equity items, except the ones as "undistributed profits®, others
shall be trandated at the spot exchange rate at the time when they are incurred. The income and expense
itemsin the profit statements shall be translated at the spot exchange rate of the transaction date. The
balance arisen from the trandlation of foreign currency financia statements in compliance with the
aforesaid Items shall be presented separately under the owner's equity item of the balance sheets.

When disposing an overseas business, an enterprise shall shift the balance, which is presented under the
items of the owner's equitiesin the balance sheet and arises from the translation of foreign currency
financial statements related to this oversea business, into the disposal profits and losses of the current
period. If the overseas businessis disposed of partially, the enterprise shall calculate the balance arising
from the trandation of foreign currency statements of the part of disposal based on the disposal rate and
shall shift them into the profits and losses of the current period.

(9) Financial instruments

Financia instruments include financial assets, financial liahilities and equity instruments

1) Classification of financia instruments

According to the purpose of holding financial assets and financial liabilities, the Company classifies its
financial assets and financia liabilities as: financia assets or financial liabilities designated at fair value
through profit or loss, including: Held-to-maturity investment; loans and receivables and other financial
liagbilities.
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2) Recognition and Measurement of financial instruments

(1) Thefinancia assets(financial liabilities) at fair value through profit or loss includes:

The financial assets (financial liabilities) at fair value through profit or loss are recognized initialy at
fair value (minus cash dividends declared but not received or bond interest matured but not drawn yet).
The relevant transaction cost is recognized in the income statement when occurred.

The cash of dividends or interest are recognized as investment income when the Company received
when holding such financial assets. At the balance sheet date, the Company recognizes the fair value
changes in the income statements.

The Company recognizes the difference between initial recognition and fair value of the financia assets
as investment income when dispose of the financial assets and at the same time adjust the fair value
changes in the income statements.

(2) Held-to-maturity investment
The Held-to-maturity investments are recognized initially at fair value (minus bond interest matured but
not drawn yet). The relevant transaction cost is recognized in the income statement when occurred.

The held-to-maturity investments are measured at amortized cost using the effective interest rate. The
interest income is recognized as investment income. The effective interest will be determined at the
initial recognition and will not be changed in the holding period or within the applicable period.

When disposing the held-to-maturity investment, the difference between the investing proceeds and the
carrying value is recognized as investment income.

(3) Receivables

Receivables from selling products and rendering services or receivable of other company not including
the receivables with quoted price in the active market (Including: accounts receivable, other receivables,
bill receivables, prepayments, long-term receivables) are measured at contract price; if the receivablesis
of financing nature, it shall be recognized at the present value initially.

When disposing the receivables, the difference between the proceeds and the carrying value is
recognized in the income statement.

(3) Availablefor salefinancial assets

Available for sale financial assets are initially recorded at fair value plus any directly attributable
transaction costs on the trade date and subsequently re-measured at fair value. The price including the
declared but not received bond interest or cash dividend is recognized as a separate item.

The Company recognizes the interest or cash dividends as investment income. At each balance sheet
date, available-for-sale financial assets are measured at fair value and the fair value changes are
recognized in the capital reserve - other capital reserve.
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The difference between the proceeds of the disposal and the carrying value should be recognized as
investment income. And the related fair value change in the equity should be transferred out, and
recorded as investment income.

(5) Other financial liahilities

For other financial liabilities, they are initialy recognized at fair value plus any directly attributable
transaction costs. After the initial recognition, the other financial liabilities are measured at amortized
cost.

3. Determination and measurement of financial assets transfer

Where an enterprise has transferred nearly all of the risks and rewards related to the ownership of the
financial asset to the transferee, it shall stop recognizing the financial asset. If it retained nearly all of the
risks and rewards related to the ownership of the financial asset, it shall not stop recognizing the
financial asset.

To judge whether the transfer of afinancia asset can satisfy the conditions as prescribed in these
Standards for stopping the recognition of afinancial asset, the enterprise shall pay more attention to the
essential of the transfer of the financial asset.

Transfer of an entire financial asset can be divided into partia financia assets transfer and entire
financial asset transfer.

If the transfer of an entire financia asset satisfies the conditions for stopping recognition, the difference
between the amounts of the following 2 items shall be recorded in the profits and losses of the current
period:

(1) The book value of the transferred financial asset;

(2) The sum of consideration received from the transfer, and the accumulative amount of the changes of
the fair value originaly recorded in the owner's equities (in the event that the financial asset involved in
the transfer isafinancial asset available for sale).

If the transfer of partial financial asset satisfies the conditions to stop the recognition, the entire book
value of the transferred financial asset shall, between the portion whose recognition has been stopped
and the portion whose recognition has not been stopped (under such circumstance, the service asset
retained shall be deemed as a portion of financia asset whose recognition has not been stopped), be
apportioned according to their respective relative fair value, and the difference between the amounts of
the following 2 items shall be included into the profits and losses of the current period :

(1) The book value of the portion whose recognition has been stopped,;

(2) The sum of consideration of the portion whose recognition has been stopped,and the portion of the
accumulative amount of the changesin the fair value originally recorded in the owner's equitieswhich is
corresponding to the portion whose recognition has been stopped (in the event that the financial asset
involved in the transfer isafinancia asset available for sale).

If the transfer of financial assets does not satisfy the conditions to stop the recognition, it shall continue
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to be recognized as financial assets and the consideration received shall be recognized as financial
liagbilities.

4. Terminiation of the recognition of financial liabilities
Only when the prevailing obligations of afinancial liability arerelieved in al or in part may the
recognition of the financial liability be terminated in al or partly.

Where an enterprise (debtor) enters into an agreement with a creditor so as to substitute the existing
financial liabilities by way of any new financial liability, and if the contractual stipulations regarding the
new financial liability is substantially different from that regarding the existing financia liability, it shall
terminate the recognition of the existing financial liability, and shall at the same time recognize the new
financia liability.

Where an enterprise makes substantial revisionsto some or al of the contractual stipulations of the
existing financial liability, it shall terminated the recognition of the existing financial liability or part of
it, and at the same time recognize the financial liability after revising the contractual stipulationsasa
new financial liability.

Where the recognition of afinancial liability istotally or partialy terminated, the enterprise concerned
shall include into the profits and losses of the current period the gap between the carrying amount which
has been terminated from recognition and the considerations it has paid (including the non-cash assets it
has transferred out and the new financial liabilities it has assumed).

Where an enterprise buys back part of itsfinancial liabilities, it shall distribute, on the repo day, the
carrying amount of the whole financial liabilitiesin light of the comparatively fair value of the part that
continues to be recognized and the part whose recognition has already been terminated. The gap between
the carrying amount which is distributed to the part whose recognition has terminated and the
considerationsit has paid (including the noncash assets it has transferred out and the new financial
liahilities it has assumed) shall be recorded into the profits and losses of the current period.

5. Determination of the Fair Value
The fair values of the financial assets or financial liabilities measured at fair value shall be determined
by reference to the quoted prices in the active market.

6. Impairment provision of the financial assets (not including accounts receivables)

(1) I'mpairment of available-for-sale financial assets

An impairment provision shall be made where the fair value of the held-to-maturity financial assets drop
significantly at the balance sheet date or the trend of decrease is expected not to be temporary after
taking various factors into consideration. The accumulative losses arising from the decrease of the fair
value of the owner’s equity which was directly included shall be transferred out and recorded as
impairment loss

(2) Impairment of held-to-maturity investment
The impairment of the held-to-maturity investment can be measured by reference to the measurement of
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the impairment of accounts receivables.

(10) Receivables

1. The recognition and provision of bad debt for the individually significant receivable

The recognition standard of bad debt provision for the individually significant receivable:

Individually significant receivables refer to accounts receivable over RMB 10 million or other
receivables over RMB 5 million

The provision of bad debt for the individually significant receivable:

The impairment test should be assessed individually for each individually significant receivable.If the
thereis evidence indicating the receivables have been impaired, the difference between the present value
of the future cash flows and the book value of receivables shall be recognized as bad debt provision and
shall be recorded into the profits and losses at the current period.

2. The recognition and provision of bad debt for the individually significant receivable with high

credit risk in group assessment

Individually insignificant receivables with high credit risk in group assessment refer to the individually
insignificant receivables whose ageing is over 3 years.

The bad debt provision for the group of receivables with credit risk characteristics:
Percentage of bad debt provision for accounts receivables: 100%

Percentage of bad debt provision for other receivables:  100%

3. Aging analysis method

Aging Percentage of bad debt for Percentage of bad debt for Other
Accounts receivables (%) receivables (%)

Within 1 year 0.00 0.00

1-2 years 5.00 5.00

2-3years 20.00 20.00

Over 3 years 100.00 100.00

(12) Inventory
1) Inventory classification

Inventories include material in transit, raw material, low-valued consumables, work in process, finished
goods, materials for consigned processing etc.

2) Valuation method for inventory issuing
The weighted average method is used to confirm the actual cost of the inventories sending out.

3) The basis for confirming the net realizable value of inventories and the methods to make provision for
the inventories impairment loss

At the year end, complete check of the inventories shall be carried out and on the date of balance shest,
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the inventories shall be measured whichever islower in accordance with the cost and the net realizable
value.

The net realizable value of inventories (finished products, stock commodity, material etc.) held for direct
selling in the daily business activity shall be calculated by deducting the estimated sale expense and
relevant taxes from the estimated sale price of inventories.

The net realizable value of inventories for further processing in the daily business activity shall be
calculated by deducting the estimated cost of completion, estimated sale expense and relevant taxes from
the estimated sale price of inventories.

The net realizable value of inventories held for the execution of sales contracts or labor contracts shall
be calculated on the ground of the contract price. If an enterprise holds more inventories than the
guantities subscribed in the sales contract, the net realizable value of the excessive part of the
Inventories shall be calculated on the ground of the general sales price.

The Company shall make provision for loss on decline in value of inventories on the ground of each
item of inventories at the year end. For inventories with large quantity and relatively low unit prices, the
provision for loss on decline in value of inventories shall be made on the ground of the categories of
inventories.

For the inventories related to the series of products manufactured and sold in the same area, and of
which the final use or purposeisidentical or similar thereto, and if it is difficult to measure them by
separating them from other items, the provision for loss on decline in value of inventories shall be made
on a combination basis,

If the factors causing any write-down of the inventories have disappeared, the amount of write-down
shall be resumed and be reversed from the provision for the loss on decline in value of inventories that
has been made. The reversed amount shall be included in the current profits and losses.

4) Inventory system
The Company use perpetual inventory system.

3) Amortization of low-valued consumables and packing materials
Low-valued consumables should be amortized in full amount on issuance.
Packing materials should be amortized in full amount on issuance

(12) Long-term equity investment

1) Initial measurement

(1) Theinitial cost of long-term equity investment from business acquisition:

For the acquisition under the common control, if the consideration of the acquiring enterprise is that it
makes payment in cash, transfers non-cash assets, bear its debts, or issues equity securities, it shall, on
the date of acquisition, regard the share of the book value of the owner's equity of the acquired enterprise
as the initial cost of the long-term equity investment. The difference between the initial cost of the
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long-term equity investment and the payment borne by the acquiring party shall offset against the capital
reserve. If the capital reserve is insufficient to dilute, the retained earnings shall be adjusted. The direct
cost for the business combination of the combining party shall, including the expenses for audit,
assessment and legal services, be recorded into the profits and losses at the current period.

For the combination not under the common control, the combination costs shall be the fair values, on the
acquisition date, of the assets paid, the liabilities incurred or assumed and the equity securities issued by
the acquirer in exchange for the control on the acquiree. For a business combination realized by two or
more transactions of exchange, the combination costs shall be the summation of the costs of al separate
transactions. Where any future event that is likely to affect the combination costs is stipulated in the
combination contract or agreement, if it is likely to occur and its effects on the combination costs can be
measured reliably, the acquirer shall record the said amount into the combination costs.

(2) Theinitial cost of the long-term equity investment other than from business acquisition:
The initial cost of a long-term equity investment obtained by making payment in cash shal be the
purchase cost which is actually paid.

The initial cost of along-term equity investment obtained on the basis of issuing equity securities shall
be the fair value of the equity securities issued.

The initial cost of a long-term equity investment of an investor shall be the vaue stipulated in the
investment contract or agreement (minus cash dividend or profit declared but not paid) except the unfair
value stipulated in the contract or agreement.

If the exchange of non-monetary assetsis commercial in nature and the fair values of both the assets
received and surrendered can be reliably measured, the fair value of the assets surrendered shall be the
basis for the determination of the cost of the assets received, unless there is any exact evidence showing
that the fair value of the assets received ismorereliable. Whereany  non-monetary assets transaction
does not meet the conditions as prescribed above, the carrying value and relevant payable taxes of the
assets surrendered shall be the initial cost of the assets received.

The initial cost of along-term equity investment obtained by Debt Restructuring shall be ascertained on
the basis of fair values.

2) Subseguent measurement and profit or loss recognition

(1) Subsequent measurement

The Company adopts cost method for the long term investment in subsidiary company and shall make an
adjustment by employing the equity method when it prepares consolidated financial statements.

For along-term equity investment for which there is no quoted price in the active market and of which
the fair value cannot be reliably measured, if the investing enterprise has not joint control or significant
influence over the invested entity, the cost method shall be employed in the measurement.

A long-term equity investment of the investing enterprise that does joint control or significant influences
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over theinvested entity shall be measured by employing the equity method.

If theinitial cost of along-term equity investment is more than the investing enterprise’ attributable share
of the fair value of the invested entity's identifiable net assets for the investment, the initial cost of the
long-term equity investment may not be adjusted.

If theinitial cost of along-term equity investment is less than the investing enterprise’ attributable share
of the fair value of the invested entity's identifiable net assets for the investment, the difference shall be
included in the current profits and losses

Where any change is made to the owner's equity other than the net profits and losses of the invested
entity and if the percentage of the share remains the same, the book value of the long-term equity
investment shall be adjusted in accordance with the attributable part calculated as per the proportion of
the shares and simultaneously capital reserves (other capital reserves) shall be increased or decreased
accordingly.

2) Under the cost method, an investing enterprise shall, in accordance with the attributable share of the
net profits or losses of the invested entity, recognize the investment profits or losses except the dividend
declared but unpaid, which isincluded in the payment when acquiring the investment

Under the equity method, the following factors shall be taken into consideration: if the accounting
policies and accounting periods adopted by the invested entity are different from those adopted by the
investing enterprise, an adjustment shall be made to the financia statements of the invested entity in
accordance with the accounting policies and accounting periods of the investing enterprise. the impact of
the depreciation and amortization based on the fair value of fixed assets and intangible assets aquired at
the time of investment and related assets impairment for the net profit; the offset of the unrealized
intercompany transaction profis between the parent company and the jointly controlled enterprises and
associates. After considering the adjustments above, it shall, in accordance with the attributable share
of the net profits or losses of the invested entity, recognize the investment profits or losses.

When the invested enterprise realize any net profit in the future period, the company shall reduce the
unrecognized loss first and then make the reverse accounting treatment as above , reduce the book value
of recognized contingent liabilities, recover the book value of the long-term equity investment and other
long-term right and interests which substantially form the net investment made to the invested entity and

at the same time, recognized the income on invetment

3) Criteriafor the determination of joint control and significant influence over invested enterprise

If an investing enterprise has the control over an economic activity in accordance with the contracts and
agreements, which does not exist unless the investing parties of the economic activity with an assent on
sharing the control power over the relevant important financial and operating decisions, the investing
enterprise and other parties are regarded to have joint control over an invested entity

If an investing enterprise has the power to participate in making decisions on the financial and operating
policies of an enterprise, but not to control or do joint control together with other parties over the
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formulation of these policies, the investing enterprise is regarded to have significant influences on the
invested entity.

4) Impairment test and provision for impairment

For along-term equity investment for which there is no quoted price in the active market and of which
the fair value cannot be reliably measured and the investing enterprise does not have significant
influence over the invested entity, the impairment shall be determined by the balance between its
carrying value and the present value of its future cash flows discounted by the present market rate of
return of the similar financial assets.

For other long-term equity investment other than goodwill arising from the business combination, if the
net realizable value shows the net realizable value of the long term equity investment is less than the
book value, the balance shall be recognized as an impairment loss.

The Company assesses the goodwill arising from the business combination every year regardless
whether there isindication of impairment.

Once any impairment loss of long-term equity investment is recognized, it shall not be switched back in
the future accounting periods.

(13) Investment real estates

Theterm "investment real estates’ refersto the real estates held for generating rent and/or capita
appreciation. Theinvestment real estates include:

(1) Theright to use any land which has aready been rented;

(2) Theright to use any land which is held and prepared for transfer after appreciation; and

(3) Theright to use any building which has already been rented.

The Investment real estates shall be measured by the cost model. For the investment real estates
measured at cost model, Building for rent shall adopt the same depreciation policy as that of fixed assets
and land use right shall adopt the same amortization policy as that of intangible assets

Where any evidence shows that there is possible investment real estates impairment, the recoverable
amount of the investment real estates shall be estimated. If the recoverable amount of the investment real
estates is lower than the book value, the impairment loss shall be recognized accordingly

Once any impairment loss of investment real estates is recognized, it shall not be switched back in the
future accounting periods.

(14) Fixed assets

1. Recognition of Fixed assets
Theterm "fixed assets' refers to the tangible assets that simultaneously possess the features as follows:
(1) They are held for the sake of producing commodities, rendering labor service, renting or business
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management; and
(2) Their useful lifeisin excess of one fiscal year.

No fixed asset may be recognized unless it simultaneously meets the conditions as follows:
(1) The economic benefits pertinent to the fixed asset are likely to flow into the enterprise; and
(2) The cost of the fixed asset can be measured reliably.

2. Fixed assets depreciation
Fixed assets are depreciated under the straight line method. The depreciation rate is determined
according to the category of assets, the useful life and the expected salvage value.

L eased assets are depreciated over the useful lifeif it is reasonably certain that the ownership of the
leased assets will be acquired upon expiry of lease, or over the shorter of lease term and useful lifeif itis
not reasonably certain that the ownership of the leased assets will be acquired upon expiry of lease.

Details of classification, depreciation period, salvage value rate and annual depreciation rate are as
follows:

Classification Depreciation Period  Salvage Value Rate (%)  Depreciation Rate (%)

Plants and Buildings 8-30years 0.00 3.33-12.50
Machinery 4-18 years 3.00 5.39-24.30
Transportation and other 5-18 years 3.00 5.39-19.40
equipments

3. Impairment of fixed assets:

The Company shall, on the day of balance sheet, make a judgment on whether there is any sign of
possible fixed assets impairment. Where any evidence shows that there is possible fixed assets
impairment, the recoverable amount of the fixed assets shall be estimated. The recoverable amount shall
be determined in light of the higher one of the net amount of the fair value of the fixed assets minus the
disposal expenses and the current value of the expected future cash flow of the fixed assets.

Where the measurement result of the recoverable amount indicates that an fixed asset's recoverable
amount is lower than its carrying value, the carrying value of the fixed asset shall be recorded down to
the recoverable amount, and the reduced amount shall be recognized as the loss of fixed asset
impairment and be recorded as the profit or loss for the current period. Simultaneously, a provision for
the fixed asset impairment shall be made accordingly.

After the loss of fixed asset impairment has been recognized, the depreciation or amortization expenses
of the impaired fixed asset shall be adjusted accordingly in the future periods so as to amortize the
post-adjustment carrying value of the fixed asset systematically (deducting the expected net salvage
value) within the residual service life of the fixed asset.

Once any loss of fixed asset impairment is recognized, it shall not be switched back in the future
accounting periods.
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Where there is any evidence indicating a possible impairment of fixed assets, the Company shall, on the
basis of single item assets, estimate the recoverable amount. Where it is difficult to do so, it shall
determine the recoverable amount of the group assets on the basis of the asset group to which the fixed
asset belongs.

4. Recogniztion criteriafor fixed asset leased in by finance lease and its valuation

Where a lease satisfies one or more of the following criteria, it shall be recognized as afinance lease:
(1) The ownership of the leased asset istransferred to the lessee when the term of |ease expires;

(2) The lessee has the option to buy the leased asset at a price which is expected to be far lower than the
fair value of the leased asset at the date when the option becomes exercisable.

(3) The lease term covers the major part of the use life of the |eased asset;

(4) The present value of the minimum lease payments on the |ease beginning date amounts to
substantially all of the fair value of the leased asset on the lease beginning date;

On the lease beginning date, the Company shall record the lower one of the fair value of the leased asset
and the present value of the minimum lease payments on the lease beginning date as the entering value
in an account, recognize the amount of the minimum lease payments as the entering value in an account
of long-term account payable, and treat the balance between the recorded amount of the leased asset and
the long-term account payable as unrecognized financing charges.

(15) Construction in Progress
1. Classification of Construction in Progress
Construction in progress is classified and measured by the specific project.

2. The criteriaand time of transfer of construction in progress to fixed assets
The cost of fixed assets transferred from a construction in progress includes al the necessary expenses
incurred for bringing the asset to the expected conditions for use.

Construction in progress is transferred to fixed asset when it has reached its working
condition for its intended use. In case the final project accounts have not been completed or
approved, the asset should be transferred to fixed assets at an estimated vaue by
considering project budget, cost or actual cost of the project and etc., and the deprecation of
the said fixed assets shall be provided in accordance with the Company’s accounting policy
since it has reached its working condition for its intended use. After the project accounts
have been approved, the estimated values should be adjusted based on the actual cost, but
those provided deprecation should not be adjusted.

3. Impairment of Construction in progress:
The Company shall, on the day of balance sheet, make a judgment on whether there is any sign of
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possible Construction in progress impairment.

If thereis evidence indicates that there is possible construction in progress impairment, the recoverable
amount of the construction in progress shall determined as higher of the net amount of the fair value of
the construction in progress less disposal expenses, and the current value of the expected future cash
flow of the construction in progress.

Where an fixed asset’ s recoverable amount is lower than its carrying value, the carrying value of the
fixed asset shall be reduced to the recoverable amount, and the reduced amount shall be recognized as
fixed asset impairment loss and be recorded as the profit or loss for the current period. Simultaneoudly, a
provision for the fixed asset impairment shall be made accordingly.

After the impairment has been recognized, the depreciation of the impaired fixed asset shall be adjusted
accordingly in the future periods so as to depreciate the adjusted carrying value of the fixed asset
systematically (deducting the expected salvage value) over the remaining useful life of the fixed asset.

Impairment loss on construction in progress shall not be reversed in the future accounting periods.

Where there is any evidence indicating a possible impairment of construction in progress, the Company
shall, on the basis of single item assets, estimate the recoverable amount. If the recoverable amount of
the individual asset is undeterminable, the company shall determine the recoverable amount of the asset
group to which the fixed asset belongs.

(16) Borrowing Costs

1) Principle of the recognition of capitalized borrowing costs

Where the borrowing costs incurred to an enterprise can be directly attributable to the acquisition and
construction or production of assets eligible for capitalization, it shall be capitalized and recorded into
the costs of relevant assets. Other borrowing costs shall be recognized as expenses on the basis of the
actual amount incurred, and shall be recorded into the current profits and losses.

Theterm "assets eligible for capitalization™ shall refer to the fixed assets, investment real estate,
inventories and other assets, of which the acquisition and construction or production may take quite a
long time to get ready for itsintended use or for sale.

The borrowing costs shal not be capitalized unless they simultaneously meet the following
requirements:

(1) The asset disbursements have already incurred, which shall include cash, transferred non-cash assets
or interest bearing debts paid for the acquisition and construction or production activities for preparing
assets eligible for capitalization;

(2) The borrowing costs has already incurred; and

(3) The acquisition and construction or production activities which are necessary to prepare the asset for
itsintended use or sale have already started.

2) The capitalization period of borrowing costs
The capitalization period shall refer to the period from the commencement to the cessation of
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capitalization of the borrowing costs, excluding the period of suspension of capitalization of the
borrowing costs.

When the qualified asset under acquisition and construction or production is ready for the intended use
or sale, the capitalization of the borrowing costs shall be ceased.

Where each part of a qualified asset under acquisition and construction or production is completed
separately and is ready for use, the capitalization of the borrowing costsin relation to this part of asset
shall be ceased.

Where each part of aasset under acquisition and construction or production is completed separately and
isready for use or sale during the continuing construction of other parts, but it can not be used or sold
until the asset is entirely completed, the capitalization of the borrowing costs shall be ceased when the
asset is completed entirely.

3) The Suspension of capitalization of borrowing costs

Where the acquisition and construction or production of a qualified asset isinterrupted abnormally and
the interruption period lasts for more than 3 months, the capitalization of the borrowing costs shall be
suspended. If the interruption is a necessary step for making the qualified asset under acquisition and
construction or production ready for the intended use or sale, the capitalization of the borrowing costs
shall continue. The borrowing costs incurred during such period shall be recognized as expenses, and
shall be recorded into the profits and losses of the current period, till the acquisition and construction or
production of the asset restarts.

4) Method of calculating the capitalized amount of borrowing costs

For interest expense (minus the income of interests earned on the unused borrowing loans as a deposit in
the bank or investment income earned on the loan as atemporary investment) and the ancillary expense
incurred to a specifically borrowed loan, those incurred before a qualified asset under acquisition,
construction or production is ready for the intended use or sale shall be capitalized at the incurred
amount when they are incurred, and shall be recorded into the costs of the asset eligible for
capitalization;

The enterprise shall calculate and determine the to-be-capitalized amount of interests on the general
borrowing by multiplying the weighted average asset disbursement of the part of the accumulative asset
disbursements minus the general borrowing by the capitalization rate of the general borrowing used. The
capitalization rate shall be calculated and determined in light of the weighted average interest rate of the
general borrowing.

Where there is any discount or premium, the amount of discounts or premiums that shall be amortized
during each accounting period shall be determined by the real interest rate method, and an adjustment
shall be made to the amount of interestsin each period.

(17) Intangible Assets
1. Measurement of Intangible Assets
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(2). Initial measurement is based on cost upon acquisition.

The intangible assets shall be recorded at initial cost.

The cost of an intangible asset on acquisition include the purchase price, relevant taxes and other
necessary disbursements which may be directly attributable to brining the intangible asset to the
conditions for the expected purpose. If the payment for an intangible asset is delayed beyond the normal
credit conditions and it is of the financing nature, the cost of the intangible asset shall be determined on
the basis of the current value of the purchase price.

For intangible assets obtained from debt restructuring as settlement of liabilities from debtors, initial
recognition is based on its fair value, and the difference between the debt restructured and the fair value
of the intangible assets are recognized in the current profit and loss.

For intangible assets obtained from non-monetary transactions with commercial substance, and the fair
value of the assets obtained or surrendered can be reliably measured, the initial recognition of the asset
obtained is based on the fair value of the asset surrendered, unless there is strong evidence that the fair
value of the asset obtained is more reliable. For intangible assets obtained through non-monetary
transactions which do not meet the above criteria, the initial recognition is based on the book value of
the assets surrendered and the relevant taxes payable. No gain or loss will be recognized.

For the intangible assets are obtained in a business combination under the same control, initial
recognition is based on the book value of the party being combined. If the intangible assets are obtained
in a business combination not under the same control, initial recognition is based on the fair value.

For self-developed intangible assets, the costs shall include the cost of material consumed in developing
the intangible assets, |abor costs, registration cost, and amortization of other patents and royalty in the
developing process, the capitalized interest expense and other necessary expenditures directly
attributable to intangible assets for the expected purpose.

(2). Subsequent M easurement

The Company shall analyze and judge the beneficial period of intangible assets upon acquisition.
Intangible assets with finite beneficial period shall be amortized under the straight-line method during
the period when the intangible asset can bring economic benefits to the enterprise. If it is unable to
estimate the beneficial period of the intangible asset, it shall be regarded as an intangible asset with
uncertain service life and shall not be amortized.

2. Impairment of intangible Assets
For intangible assets with finite beneficial period, impairment test shall be performed at end of the
period if there is strong evidence that impairment exists.

Impairment test shall be carried out for intangible assets with uncertain beneficial period at each end of
the period.

Impairment test shall be performed for intangible assets, for which the recoverable amount of the
intangible assets shall determined as higher of the net amount of the fair value of the intangible assets
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less disposal expenses, and the current value of the expected future cash flow of the intangible assets.

Where an fixed asset’ s recoverable amount is lower than its carrying value, the carrying value of the
fixed asset shall be reduced to the recoverable amount, and the reduced amount shall be recognized as
fixed asset impairment loss and be recorded as the profit or loss for the current period. Simultaneoudly, a
provision for the fixed asset impairment shall be made accordingly.

After the impairment has been recognized, the depreciation of the impaired fixed asset shall be adjusted
accordingly in the future periods so as to depreciate the adjusted carrying value of the fixed asset
systematically (deducting the expected salvage value) over the remaining useful life of the fixed asset.

Impairment loss on intangible assets shall not be reversed in the future accounting periods.

Where there is any evidence indicating a possible impairment of intangible assets, the Company shall,
on the basis of single item assets, estimate the recoverable amount. If the recoverable amount of the
individual asset is undeterminable, the company shall determine the recoverable amount of the asset
group to which the fixed asset belongs.

3. Classification criteriafor internal research phase and development phase
Research phase refers to the phase of creative and planned investigation to acquire and study to acquire
and understand new scientific or technological knowledge.

Development phase refers to the phase during which the result of research phase or other knowledgeis
applied into certain projects or designs for the manufacturing of new or substantially improved material,
device and product.

The expenditure of research phase of internal research and development projects shall be recorded into
the profit or loss of the current period.

4. Criteria of capitalization of development expenditure

Expenditures during the devel opment phase of internal research and development projects shall be
recognized as intangible assets when they meet all the following criteria:

(2) It isfeasible technically to complete the intangible assets for use or sale;

(2) Theintention to complete and use or sell the intangible assets is present;

(3) The method of which the intangible assets generate economic benefits shall be proved, including
being able to prove that there is a potential market for the products manufactured by applying the
intangible assets or there is a potential market for the intangible assets itself or the intangible assets will
be used internally;

(4) Sufficient technical, financial and other resources to complete the development of the intangible
assets, and ability to use or sell the intangible assets and

(5) The development expenditures of the intangible assets can be reliably measured.

(18) Contingent liabilities
When the Company isinvolved in litigation, guarantees provided for the debts of other enterprises, loss
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contract, restructuring and these events will result in future assets transfer or rendering of services and
the amount of the obligation can be measured reliably, the contingent liabilities shall be recognized.

1. Recognition of contingent liabilities

The obligation pertinent to a Contingency shall be recognized as an estimated debt when the following
conditions are satisfied simultaneously:

(1) That obligation is a current obligation of the enterprise;

(2) Itislikely to cause any economic benefit to flow out of the enterprise as aresult of performance of
the obligation; and

(3) The amount of the obligation can be measured in areliable way.

2. Measurement of contingent liabilities
The estimated debts shall beinitially measured in accordance with the best estimate of the necessary
expenses for the performance of the current obligation.

To determine the best estimate, an enterprise shall take into full consideration of the risks, uncertainty,
time value of money, and other factors pertinent to the Contingencies. If the time value of money is of
great significance, the best estimate shall be determined after discounting the relevant future outflow of
cash.

The best estimate shall be conducted in accordance with the following situations, respectively:

If thereis a sequent range for the necessary expenses and if al the outcomes within this range are
equally likely to occur, the best estimate shall be determined in accordance with the middle estimate
within the range.

If thereis not a sequent range for the necessary expenses and if the outcomes within this range are not
equally likely to occur, the best estimate shall be determined as follows:

(1)If the Contingencies concern asingle item, it shall be determined in the light of the most likely
outcome.

(2) If the Contingencies concern two or more items, the best estimate should be calculated and
determined in accordance with all possible outcomes and the relevant probabilities.

When all or some of the expenses necessary for the liquidation of an estimated debts of an enterpriseis
expected to be compensated by athird party, the compensation should be separately recognized as an
asset only when it isvirtually certain that the reimbursement will be obtained. The amount recognized
for the reimbursement should not exceed the book value of the estimated debts.

(19) Revenue

1. Recognition Criteria for the Revenue from sale of goods

The Company has transferred to the buyer the significant risks and rewards of ownership of the goods;
and retained neither continuing managerial involvement which usually relates to the ownership nor
exerts effective control over the goods sold. The relevant amount of revenue can be measured reliably,
the economic benefits related to the transaction will flow into the enterprise; and the relevant costs
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incurred or to be incurred can be measured reliably. Revenue from the sale of goods may be recogni zed.

2. Recognition Criteria for the Revenue from alienating of Assets Use Rights

When it is probable that economic benefitsin relation to the transaction will flow into the enterprise; and
the amount of revenues can be measured reliably. The Company shall ascertain the amount of revenues
from the transfer of Assets Use Right based on the following circumstances respectively:

(2) Interest income shall be cal culated based on the duration of which the Company's cash is used by
others and the actual interest rate; or

(2) Royalty revenue shall be calculated based on the period and method of charging as stipulated in the
relevant contract or agreement.

3. Recognition Criteria for the Revenue from providing Labor Services and Construction
Contracts under percentage of completion method

Revenue from providing labor services are recognized under the percentage of completion method if the
outcome of the labor service provision transaction can be reliably measured. Percentage completed is
determined by measurement of work compl eted.

Total revenue from providing of labor servicesis determined based on the received or receivable amount
stipulated in the contract or agreement, unless the received or receivable amount as stipulated in the
contract or agreement isunfair.

The Company shall, on the date of the balance sheet, ascertain the current revenue from providing labor
services by multiplying the total amount of revenues from providing labor services with the percentage
completion, less cumulative revenues recognized in the previous accounting periods. At the same time,
the enterprise shall recognize current cost of labor services by multiplying the total estimated cost of
providing of labor services with percentage completion less cumulative costs recognized in the previous
accounting periods.

If the result of atransaction concerning the providing of labor services cannot be reliably measured at
the balance sheet date, it shall be measured as follows:

(2) If the cost of labor servicesincurred is expected to be compensated, the revenue from the providing
of labor services shall be recognized to the extent of the cost of labor services incurred, and the cost of
labor services shall be recognized; or

(2) If the cost of labor services incurred is not expected to compensate, the cost incurred should be
recognized in the current profit and loss, and no revenue from the providing of labor services shall be
recognized.

(20) Government Subsidies

1. Types of Government subsidies

A government subsidy means the monetary or non-monetary assets obtained free of charge by the
Company from the government. Government subsidies consist of the government subsidies pertinent to
assets and government subsidies pertinent to income.
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2. Accounting treatment
The government subsidies pertinent to fixed assets and intangible assets shall be recognized as deferred
income and equally recognized over the useful lives of the relevant assets as non operating income;

The government subsidies pertinent to incomes to subsidize future expenses shall be recognized as
deferred income and transferred to non operating income in the period during which the expenses
subsidized is recognized. Government subsidies to subsidize past expenses or losses shall be recognized
in the income statement in the period during which the subsidy is received.

(21) Deferred income tax liabilities and assets

1. Recognition of deferred incometax assets

The Company shall recognize the deferred income tax assets arising from a deductible temporary
difference to the extent that it is probable that the deductible temporary differences will be utilized to
offset taxable income.

2. Recognition of deferred income tax liabilities

The Company shall recognize the accrued income tax of the taxable temporary differences arising from
current and prior periods as a deferred income tax liability. Recognition of deferred income tax liabilities
are exclusive of goodwill and temporary differences arising from transaction not resulted from business
combinations and such transaction will affect neither accounting profit nor taxable income of the period
during which it occurs.

(22) Operating lease and finance lease

1. Accounting treatment of Operating lease

(1).The rents paid for operating leases shall be recorded in the profits and losses of the current period by
using the straight-line method over each period of the lease term. The initial direct costs paid by the
Company shall be recorded into the profits and losses of the current period

If the lessor has shouldered any expense related to the lease which should have been borne by the
Company, the Company shall deduct these expenses from the total rental expense and the remaining
rental expense shall be allocated to each period during the lease term

(2). The rents collected from operating leases shall be recorded in the profits and losses of the current
period by using the straight-line method over each period of the whole lease term in which free lease
period is included. The initial direct costs paid by the Company shall be recorded into the profits and
losses of the current period. Theinitial direct costs shall be capitalized if it is material, and be allocated
to each period as per the basis for rental revenue recognition.

If the Company has shouldered any expense related to the lease which should have been borne by the

lessee, the company shall deduct these expenses from the total rental revenue and the remaining rental
revenue shall be allocated to each period during the lease term.

Notesto the financial statements Page 22



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

2. Accounting treatment of Finance lease

(1). Leased in asset

On the lease beginning date, alessee shall record the lower one of the fair value of the leased asset and
the present value of the minimum lease payments on the lease beginning date as the entering valuein an
account, recognize the amount of the minimum lease payments as the entering value in an account of
long-term account payable, and treat the balance between the recorded amount of the leased asset and
the long-term account payable as unrecognized financing charges.

The lessee shall adopt the effective interest rate method to calculate and recognize the financing charge
in the current period. The unrecognized financing charge shall be amortized to each period during the
lease term.

(2). Leased out asset

On the beginning date of the lease term, the bal ance between the sums of the financing lease values
receivable and the unguaranteed residual value, and the sum of their present values shall be recognized
as unrealized financing income. The unrealized financing income shall be allocated to each period
during the lease term. Theinitial direct costs directly attributable to the leased item shall be included in
the initial measurement of financing lease values receivable and reduce the profit recognized during the
lease period.

(23) Significant accounting policies and changes to accounting estimates
1) Changesto accounting policies

No accounting policy change with the Company.

2) Changesto accounting estimates

As approved by the Board of directors, the Company decided to adjust the depreciation period for
certain part of the Fixed assets from 1 April 2010 on and the major influence of the accounting estimate
change for the financia statements of 2010 is as follows:

The content and reason for the

change of accounting Approval procedure Items affected Amount
unti v u
" 9 Approvap affected
estimates
Cancellation of accelerated Resolution approved by Accumulated depreciation -183,214,897.28
depreciation method, and first meeting of the Fifth  Operating Cost -181,731,320.45
change of depreciation period  Board of directors General and  administrative
-1,483,576.83
expenses
Profit before tax 183,214,897.28
Net profit 183,214,897.28

(24) Correction of prior period errors
No prior period errors have been found.
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(25) Other significant accounting policies, accounting estimates and the preparation

method of financial statemnts
None

3. Taxes

1. Major Taxes and Rates

1. Value added tax: the taxes should be paid by taxable sales at 17% to allow the deduction of input tax.
2. City maintenance and construction taxes: the tax should be paid at 7% of turnover tax actually paid.

3. Enterprise income tax: the tax should be paid at 25% of taxable profit

4. Housing property tax: the tax should be paid at 1.2% of the building’s original costs after deduction of
30% of that.

5. Other taxes: to be calculated and paid according to the relevant tax laws.

2. Tax Preference

1. According to the Cai Shui (2009) No. 43 “Notice of Ministry of Finance and State Administration of
Taxation on Raising the Export Tax Refund Rate for Textile, Electronics Information” issued by the
Finance Ministry and State Tax Bureau, from 1 April on, the tax refund rate for cold rolling plates, hot
rolling stainless steel, oriented silicon steel, alloy steel, seamless sted pipe and kitchen range steel
products will be increased from 5-13% to 9%-13%.
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4 Business combination and consolidated financial statements
The figures in the following two tables are expressed in RMB 0,000.00 unless otherwise stated .
1) Information of the subsidiaries

1 The subsidiaries acquired through investment or establishment

Other
Acutua balance
Nature ) ) ) )
) Registere ) investme  which Percentage of o ) Minor
Full name of Type of Registere of Business . i Voting rights ~ Consoli ) Note Note
S o ] d nt constitutes  Shareholding ity
the subsidiaries subsidiary daddress  busine ) Scope ) (%) Dated or not ) A B
Capita a year investment (%) equity
ss
end in
nature
Guangzhou Benggang \wholly-ow  Guangzh
Trading Co., Ltd Sales 100 Steel sales 100 100 100 ves
ned ou

Shanghai  Benggang
Metallurgy ~ Science  \wholly-ow

! Steel sales Yes
and Technology Co., - Shanghai  Sales 500 500 100 100
Ltd.
Benggang Steel Manufacturin
. Wholly-ow Manuf
Liaoyang Pallete Co., Liaoyang 1,000 g and sdle of  47,760.76 100 100 Yes
Ltd. ned acture

pallete

Dalian Benruitong Manuf
automobile  material  Associate  Dalian an 10,000 Steel sdles 6,500.00 65 65 ves
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technology Co., Ltd.
o acture

Bengang Cold-rolled
steel

Manuf
Stainless

Dandong Co., Ltd.

Associate Dandong

26,000 26,000

100

100 ves

Note A: the amount in the minority equity used to offset the minortiy profit or loss

Note B: the excess of |osses applicable to the minority exceed the minority’ s interests in the beginning equity of a subsidiary charged against the Group’s interest

2 The subsidiaries acquired through business combination under common control

Other balance
Register Acutual which Share Voting
Full name of Nature of Registered Consolidated Minority
Type ed Business Scope investment  constitutes holding(  share Note A Note B
the subsidiaries business Capita or not equity
address atyearend investmentin %) (%)
nature
Changchun Bengang Wholly-o  Chang
Sales 50 Steel sales -135.51 100 100 Yes
Steel Sales Ltd. whed chun
Harbin Bengang Steel Wholly-o
Harbin Sales 50 Steel sales 42.34 100 100 Yes
& lron Sales Ltd. whed
Nanjing Bengang Wholly-o
Nanjin Sales 115 Steel sales 208.14 100 100 Yes
Material Sales Ltd. whed
Wuxi Bengang Steel Wholly-o
Wuxi Sales 100 Steel sales 93.67 100 100 Yes
Sales Ltd. whed
Xiamen Bengang Wholly-o  Xiame
Sales 50 Steel sales 109.57 100 100 Yes
Steel Sales Ltd. whed n
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Other balance
Register Acutua which Share Voting
Full name of Nature of Registered Consolidated Minority
Type ed Business Scope investment  constitutes holding(  share Note A Note B
the subsidiaries business Capita or not equity
address atyearend investmentin %) (%)
nature
Yantai Bengang Steel Wholly-o
Yantai Sales 50 Steel sales 1,960.03 100 100 Yes
Sales Ltd. wned
Tianjin Bengang Wholly-o  Tianji
Sales 300 Steel sales 3,331.81 100 100 Yes
Steel Trading Ltd. wned n

Note A: the amount in the Minority equity used to offset the Minortiy profit or loss

Note B: the excess of losses applicable to the minority exceed the minority’ s interestsin the beginning equity of a subsidiary charged against the Group’s interest
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2)

3)

4)

5)

6)

Special purpose entity or operational entity controlled through entrusted operation or
lease

None.

The change of consolidation scope

The consolidation scope has increase by two subsidiaries compared with last year:

1. The Company has invested RMB100 million and RMB160 million in January and May
respectively for the set-up of of the Bengang Cold-rolled Stainless Steel Dandong Co., Ltd. in
Dandong, which has been approved the Administration of Industry and Commerce of Dandong,
Liaoning Province. The Paid-in capital is RMB260 million and has been verified by Dandong
Yalujiang Accountant Firm with Capital verification report “Dan Ya Kuai Yan Zi (2010) No.
1”.and “Dan YaKua Yan Zi (2010) No. 147"

2. Dalian Benruitong Automobile Material Technology Co., Ltd. is jointy set up in Daian by
the Company, Hubei Huitong Gongmao Group Co., Ltd. and Wuhu Ruichuang Investment Co.,
Ltd. on 12 June, 2010, which has been approved the Administration of Industry and Commerce
of Dalian, Liaoning Province. The Company possesses 65% of the total share. The registered
capital is RMB 100 million and has been verified by Dalian Zaolin Certified Public Accounts
Co., Ltd. with the Capital verification report “DaZao Kuai Yan Zi (2010)No. 019",

Subsidiaries being newly included in the consolidation scope and the subsidiaries which
have not been consolidated thisperiod.

1. Subsidiaries being newly included in the consolidation scope this period

Name Net assets at year end Net profit of thisperiod
Dalian Benruitong Automobile Materia
99,872,240.27 -127,759.73
Technology Co., Ltd.
Bengang Cold-rolled Stainless Steel Dandong
260,000,000.00

Co., Ltd.

2. The subsidiaries which have not been consolidated this period
None

The business combination under the common control
None

The business combination not under the common control
None
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5 Notesto the consolidated financial statements

As below, The “ beginning balance” means 31 December 2009, “ Ending balance” means 31 December
2010, “This period” means from 1 January 2010 to 31 December 2010. The following amount is

expressed in Reminbi unless otherwise stated.

(1) Cash at bank and on hand

Ending balance Beginning balance
Item Original Exchange Original Exchange
RMB amount RM B amount
amount rate amount rate
Cash on
hand
RMB 122,226.22 51,602.24
Subtotal 122,226.22 51,602.24
Cash at bank
RMB 1,259,264,621.17 1,371,404,875.80
HKD 860,172.87 0.8509 731,921.10 23,482.32 0.8805 20,676.18
usbD 32,264.82 6.6229 213,686.68 190,501.44 6.8283 1,300,800.99
EUR 13,275.59 8.7677 116,396.39 13,262.13 9.7836 129,751.38
Subtotal 1,260,326,625.34 1,372,856,104.35
Other
monetary
funds
RMB 214,596,296.99 1,470,053,344.01
Subtotal 214,596,296.99 1,470,053,344.01
Total 1,475,045,148.55 2,842,961,050.60

The details of other monetary funds are asfollows:

Item Ending balance Beginning balance
Fixed deposit 4,367,126.26 286,119,000.00
Credit letter deposit 7,506,151.70
Bank acceptance hill deposit 210,229,170.73 1,176,428,192.31

Total 214,596,296.99 1,470,053,344.01
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At theyear end, Fixed deposit amounting to RMB 4,367,126.26 is pledged for the issuance
of Notes payable. The Ending balance has reduced by RMB 1,367,915,902.05 at the year
end compared with the beginning balance. The decrease rate is 48.12% and is mainly

caused by settlement of purchase by the monetary assets

(2) Notesreceivable

1. The categories of Notesreceivable
Item Ending balance Beginning balance

Bank acceptance bill 1,900,062,739.70 1,758,593,662.55

Commercial acceptance hill
Total 1,900,062,739.70 1,758,593,662.55

2. No pledged acceptance bill at the year end.

3. No Notes receivable has been transferred into accounts receivable due to inability of

drawer to meet acceptance bill at the end year end.

4. Details of Notes receivable endor sed over but not yet matured

Period Amount Notes
Within one month 1,325,194,135.03
1-2 months 930,633,756.34
2-3 months 1,030,606,683.42
3-6 months 1,655,294,697.00
Total 4,941,729,271.79

5. Details of Notes receivable which have been discounted but not yet matured at the year

end
Period Amount Notes
Within one month 224,897,897.93
1-2 months 384,033,091.25
2-3 months 276,016,848.67
3-6 months 452,868,422.94
Total 1,337,816,260.79
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6. Within the aforesaid balance, there is no Notes receivable due from the shareholders

who hold 5% or more of the company’ svoting shares.

(3) Accountsreceivable

1. Accountsreceivable by categories

Ending balance

Per centage
Item . of thetoal Provison for Bad debt
Carrying value )
accounts bad debt ratio(%)

receivable(%)

Individually significant and
tested for impairment
individualy

accounts receivable tested for 755,168,055.62 100.00 410,311,020.05 54.33
impairment by portfolio

Other insignificant items but
tested for impairment
individualy

Total 755,168,055.62 100.00 410,311,020.05 54.33

Beginning balance

Per centage
Item of thetoal Provison for Bad debt
Amount
accounts bad debt Ratio(%)
receivable(%)
Individually significant and
tested for impairment
individualy
accounts receivable tested for  957,805,088.39 100.00 379,391,320.35 39.61
impairment by portfolio
Other insignificant items but
tested for impairment
individualy
Total 957,805,088.39 100.00 379,391,320.35 39.61

2. Accountsreceivabletested for impairment by portfolio

Ending balance
Item ) Per centage of the toal Provison for
Carrying value )
accountsreceivable(%) bad debt
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Within 1 year 273,980,909.25 36.28

1-2 years 39,052,931.65 5.17 1,952,646.58
2-3years 42,219,801.57 5.59 8,443,960.32
Over 3 years 399,914,413.15 52.96 399,914,413.15
Total 755,168,055.62 100 410,311,020.05

Beginning balance
Item Per centage of the toal Provison for
Carryingvalue accountsreceivable(%) bad debt

Within 1 year 445,700,267.73 46.54

1-2 years 89,275,079.38 9.32 4,463,753.97
2-3years 59,877,718.63 6.25 11,975,543.73
Over 3 years 362,952,022.65 37.89 362,952,022.65
Tota 957,805,088.39 100 379,391,320.35

3. No accounts receivable, which had been fully impaired or made a large proportion of bad

debt provison last year, has been fully recovered or taken back a huge proportion thisyear.

4. No accounts receivable has been written off thisyear

5. Thetop five debtors at the year end

Relationship Per centage of
Company with Amount Aging total accounts
company receivable(%)
Beri! Steel (Group) Machinery Related part 87,292,806.56 11.56
ar ,292,806. .
Co,, Ltd. bary 1-2years
Benxi Steel (Group) Industrial -
( P) Related party 65,409,885.85  Within1 8.66
Development Co., Ltd. year
China Petroleum Materials . -
Client 23,666,032.32  Withinl 3.13
Co., Ltd. year
Benxi Steel -
_ Related party 21,763,174.78  Within1 2.88
Metallurgy Residues Co., Ltd. year
Benxi Steel (Group)
Construction & Repairing Co., Related party 17,543,982.47  Within1 2.32
ear
Ltd. y
Total 215,675,881.98 28.55
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6. The accountsreceivables of related partiesare disclosed in Note 6.

7. Within the aforesaid balance, there is no amount due from the shareholders that hold

5% or more of the company’ svoting shares.

(4) Prepayments
1. Prepayments presented by aging

Ending balance

Beginning balance

Ading Amount Per centage(%) Amount Per centage(%)
Within 1 year 757,568,718.76 93.43 1,082,831,843.79 94.16
1-2 years 53,282,519.51 6.57 67,212,292.94 5.84
2-3years
Over 3years
Tota 810,851,238.27 100.00 1,150,044,136.73 100.00

2.Top five companies of prepayments
Relationship Reason of

Name of Company

Amount Aging

with company outstanding
Liaoning electric power (Benxi) Co., . Within 1 Prepaid
Supplier 288,376,022.49 .
Ltd. year electricity fee
China Metallurgy Southern Engineering ) Within 1
Supplier 66,422,125.08 Prepayments
Technology Co., Ltd. year
Shanghai Xintai International Trading . Within 1 Cargo not
Supplier 49,287,677.38 .
Co. Ltd. year received
Ddlian Jiakun International Trading Co. . Within 1 Cargo not
Supplier 32,143,999.93 .
Ltd. year received
China Metallurgy Southern Engineering ) Within 1
Supplier 28,482,348.12 Prepayments
Technology Co., Ltd. year
Total 464,712,173.00

3. On 31 December 2010, within the aforesaid balance, there is no amount due from the

shareholdersthat hold 5% or more of the Company’svoting shares.

4. Asto the ending balance of prepaymentswith regard to related parties, pleaserefer tothe

Note 6.

5. The explanation of prepayments. The balance of prepayments has reduced by RMB

339,192,898.46 at the year end compared with the beginning balance. The decrease rate is
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29.49% and is mainly caused by settlement of prepayments.

(5) Other receivables
1. Other receivable by categories

Ending balance

Per centage
Item ] of thetoal Provison for Bad debt
Carrying value )
other bad debt ratio(%)

receivable(%)

Individually significant and
tested for impairment
individualy

accounts receivable tested for  178,726,805.81 99.04 74,426,789.76 4164
impairment by portfolio

Other insignificant items but

tested for impairment 1,740,000.00 0.96
individually
Tota 180,466,805.81 100.00 74,426,789.76 41.64

Beginning balance

Per centage
Item of thetoal Provison for Bad debt
Amount
other bad debt Ratio(%)
receivable(%)
Individually significant and
tested for impairment
individualy
accounts receivable tested for 146,943,250.77 98.83 55,052,791.89 37.47
impairment by portfolio
Other insignificant items but
tested for impairment 1,740,000.00 117
individualy
Total 148,683,250.77 100.00 55,052,791.89 37.47

2. Other receivablestested for impair ment by portfolio:

Ending balance
[tem ] Per centage of the toal Provison for
Carrying value ]
other receivable(%) bad debt

Within 1 year 86,637,953.98 48.47

Notesto the financial statements Page 34



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

1-2 years 9,115,989.60 5.10 455,799.48
2-3years 11,252,339.93 6.30 2,250,467.98
Over 3 years 71,720,522.30 40.13 71,720,522.30
Total 178,726,805.81 100 74,426,789.76

Beginning balance

Item ) Per centage of the toal Provison for
Carrying value ]
other receivable(%) bad debt

Within 1 year 77,445,904.32 52.71

1-2 years 3,369,823.70 2.29 168,491.18
2-3 years 14,054,027.55 9.56 2,810,805.51
Over 3 years 52,073,495.20 35.44 52,073,495.20
Total 146,943,250.77 100 55,052,791.89

3. Other receivables which are individually insignificant but tested for impairment

individually:
. Bad debt Bad debt
Name Carrying value . ) Reason
provision ratio(%)
Finance Bureau of Benxi o
Japane% Loan S|nk|ng fund 1,740,00000 S|nk|ng Fund

Total 1,740,000.00

The Finance Bureau of Benxi Japanese Loan Sinking fund is the deposit for paying back Janapese

yuan loan. The aging is over three years and no bad debt provision has been made.

4. No other receivables, which had been fully impaired or made a large proportion of bad debt

provison last year, has been fully recovered or taken back a huge proportion thisyear.
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5. Top five debtors at the year end

Relationship Per centage
. . Nature or
Company with Amount Aging of total other
. content
company receivables
State administration  of o
. Tax bureau 15,306,611.59 Within 1 year 8.48 Tax refund
Taxation Bengang Branch
) ) Transportation - )
Client transportantion fee 9,323,595.50 Within 1 year 5.17 Freight
Company
Benxi Steel (Group) Read Related Party
Estate Development Co., 7,003,991.64 Within 1 year 3.88 Material
Ltd.
Benxi Steel (Group) Second  Supplier - energy and
. . 4,198,316.69 Within 1 year 2.33 .
Steel Rolling Mill material
Shengyang Zhanxian  Supplier )
. 3,824,589.76 Over 3 years 2.12 Material
Decoration Co., Ltd.
Total 39,657,105.18 28.42

6. As to the ending balance of other receivables with regard to related parties, please refer

to the Note 6.

7. Other receivables amounting to RM B 77,827.45 has been written-off this year.

8. On 31 December 2010, within the aforesaid balance, the amount due from Benxi Seel

(Group) Co., Ltd. who holds 5% or more the voting shares of the Company is RMB

522,033.16

Inventories

(6)

1. Categoriesof inventories

Ending balance

Beginning balance

Item
Carrying value  Impairment Book value Carrying value Impairment Book value

Raw material

. 7,248,284,410.99 22,659,881.77 7,225,624,529.22 5,315,883,785.06 22,659,881.77 5,293,223,903.29
and main
material
work in
process and
sdf-made 1,167,538,162.85 66,531,714.03 1,101,006,448.82 372,869,345.07 56,804,949.29 316,064,395.78
semi-finished
product
Finished 1,982,843,012.15 11,873,302.11 1,970,969,710.04 2,478,593,460.18 12,207,523.62 2,466,385,936.56
products
Total 10,398,665,585.99  101,064,897.91 10,297,600,688.08 8,167,346,590.31 91,672,354.68 8,075,674,235.63
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There are no inventories used as mortgage and guarantee at the end of the year.

The decrease of the finished productsis caused by the increase of sales.

2. Impairment of Inventory

Beginning - Reduction Ending carrying
Category Provision ) )
carrying value Write-back Write-off value

Raw material 22,650,881.77 22,650,881.77
and main materials
work in process and
slf-made semi-finished 56,804,949.29 9,726,764.74 66,531,714.03
product
Finished products 12,207,523.62 2,702,618.49 3,036,840.00 11,873,302.11
Total 91,672,354.68  12,429,383.23 3,036,840.00 101,064,897.91

3. Information of inventory impair ment

) . Thereason for the The percentage of write-back
Thebasis of provision for ] ) )
Item ) . ) . write-back of againt the ending balance of
impair ment of inventories

impairment inventory
Raw material Net realizable value is lower
and main materials than cost at the year end
work in process and Net redizable valueislower
self-made  semi-finished
product than cost at the year end
Net realizable value is lower . f ori

Finished products INcrease or price 0.15%

than cost at the year end

(7) Other current assets
Item Ending balance Beginning balance

Prepaid income tax 182,211,823.73 182,211,823.73
Total 182,211,823.73 182,211,823.73
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(8 Long-term equity investment

A . ] impairment
Name of entity Method Initial ng;g:égg Changes Ending balance hOId'(T,%)Share Voting share(%6) Note 1 Impr?trme inthis Cash dividend
period
Tianjin Bengang Longxing Steel Cost 20 20
Processing Co., Ltd. method 3,888,980.00 3,888,980.00 3,888,980.00
Zhonggang Shanghai Steel Cost
Processing Co., Ltd. method 10,058,250.00 10,058,250.00 | 10,058,250.00 15 15
Zhegiiang Bengang Jinrui  Steel Cost
Processing Co., Ltd. method 1,843,800.00 1,843,800.00 1,843,800.00 20 20 1,210,690.80
Cost method  subtotal
15,791,030.00 | 1,843,800.00 | 13,947,230.00 | 15,791,030.00
Total
15,791,030.00 1,843,800.00 | 13,947,230.00 | 15,791,030.00

Note 1. Notefor theinconsistency of proportion of thetotal share holded and the proportion of the voting share
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(99 Fixed assets and accumulated depreciation
1. Information of Fixed assets

Item Beginning Increasein this  Decreasein Ending
balance period thisperiod balance

1. Total original value 3430342573221 2,720,206,259.87 637,033,937.30  36,476,508,054.78
Including: Buildings 8,444,656,063.60 444,586,948.92 135,113,402.79 8,754,129,609.73
Machinery 25,197,300,177.29 2,251,653,040.87 492,138,388.40 26,956,814,829.76
Transportation equipment 751,469,491.32 23,966,270.08 9,782,146.11 765,653,615.29
é';o ?(ta?:li stion accumulated o o) 60897035 1.711,424,060.04 522,380,89472  17,611,742,15367
Including: Buildings 1,888,837,377.52 456,295,334.61 57,516,559.41 2,287,616,152.72
Machinery 14,081,025,243.26 1,235,639,011.46 456,913,361.92 14,859,750,892.80
Transportation equipment 452,836,358.57 19,489,722.97 7,950,973.39 464,375,108.15
3. 'Ii‘)’(tgld ;:a/;ng amount of 7 020 296 752,86 18,864,855, 901,11
Including: Buildings 6,555,818,686.08 6,466,513,457.01
Machinery 11,116,274,934.03 12,097,063,936.96
Transportation equipment 298,633,132.75 301,278,507.14
4. Total impairment 8,237,689.11 8,237,689.11
Including: Buildings 8,208,087.85 8,208,087.85
Machinery 29,601.26 29,601.26
Transportation equipment

5. ':Tigg ;;tagook value of 1, 965 480,063.75 18,856,618,212.00
Including: Buildings 6,547,610,598.23 6,458,305,369.16
Machinery 11,116,245,332.77 12,097,034,335.70
Transportation equipment 298,633,132.75 301,278,507.14

The original vaue of
RMB2,694,973,669.41.

the fixed assets transferred from construction

The Company has no guaranteed or mortgaged fixed assets at the year end.

2. Fixed assets|eased out by operating lease

in progress is

Item Book value
. 11,692,025.14
Buildings
. 39,712.41
Machinery
11,731,737.55
Total:
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3. Fixed assets without property rights certificates at the year end

Item Book value Reason Estimated timefor certificates
Buildings 3,143,557,993.14 Newly-built Building Not yet handled
Transportatlon 1,659,076.93 Newly-purchased equipmet Not yet handled
equipment

3,145,217,070.07

Total

(10) Construction in progress

1. Details of Construction in progress

Ending balance

Beginning balance

Item
Carrying value Impairment Book value Carrying value Book value
IT project of the
Company 24,436,789.73 24,436,789.73 124,336,841.97 124,336,841.97
Moving and reforming of 12,276,536.00 12,276,536.00
coking furnace
Energy saving and
environmental - protection 296,497,595.87 296,497,595.87
reconstruction  of  the
converter system 101,889,969.96 101,889,969.96
Plate-billet  continuous
casting machine 350,979,705.03 350,979,705.03
reformation
Energy saving
reconstruction of special 169,994,167.25 169,994,167.25
steel factory
Upgrading of continuous 66,116,583.13 66,116,583.13
casting
Environmental
reengineering and
Manufacture Tech. 72,443,997.84 72,443,997.84
Project 47,986,839.61 47,986,839.61
Stainiess  steel  cool 169,177,238.11 169,177,238.11
rolling
Taizi river transformer
substation 66KV line 30,095,814.00 30,095,814.00 56,244,279.85 56,244,279.85
Scrap steel plant phase 11
Reforming 111,699,762.22 111,699,762.22 92,524,211.85 92,524,211.85
60000 cubic meter oxygen 122,375,900.82 122,375,900.82
Generator
Other small projects 57,839,443.47 57,839,443.47 51,893,537.39 51,893,537.39
Super thin cool rolling
plate reformation 45,694,370.32 45,694,370.32 38,064,980.39 38,064,980.39
Silicon stedl project 381,305,058.86 381,305,058.86 59,709,125.65 59,709,125.65
Capacity expansion and
reform of steel tank 46,429,345.65 46,429,345.65
Two tacker-Reclaimers in
Sawo Codl yard 47,791,242.85 47,791,242.85
Ancillary facilities
reconstruction for
ironmaking, transportation 1,770,975.94 1,770,975.94 49,265,648.48 49,265,648.48
and logistics
Plate flare clearing 87,162,739.27 87,162,739.27
1,101,007.30 1,101,007.30

Dalian Benruitong project
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tem Ending balance Beginning balance
Carrying value Impairment Book value Carrying value Impairment Book value
Elg’r‘]fo”g Stainless - steel 794 697,933.98 724,697,033.98
Office of Haerbin 3,546,398.00 3,546,398.00
Total 1,619,227,102.66 1,619,227,102.66 1,826,180,938.13 1,826,180,938.13

The construction in progress has not been impaired at the year end.
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1. The change of important construction in progress

Project Budget Beginning Balance Increase Transfer to FA Other decrease Ending balance
Super thin cool rolling plate reformation 1,126,190,000.00 38,064,980.39 7,629,389.93 45,694,370.32
IT project of the Company 274,440,000.00 124,396,841.97 40,188,592.78 140,148,645.02 24,436,789.73
Moving and reforming of coking furnace 1,445,710,000.00 12,276,536.00 12,276,536.00
Energy saving and environmental  protection
reconstruction of the converter system 1,375,840,000.00 296,497,595.87 339,387,750.70 533,995,376.61 101,889,969.96
Plate-billet continuous casting machine reformation 1,997,400,000.00 350,979,705.03 166,039,392.84 517,019,097.87
Converter Energy saving reconstruction of specia steel
factory 245,890,000.00 169,994,167.25 15,464,880.23 185,459,047.48
Upgrading of continuous casting 110,260,000.00 66,116,583.13 25,116,956.88 91,233,540.01
Environmental reengineering and Manufacture Tech.
Praiect 245,000,000.00 72,443,997.84 94,807,821.53 119,264,979.76 47,986,839.61
Stainless steel cool rolling 1,514,700,000.00 169,177,238.11 -169,177,238.11
Taizi river transformer substation 66KV line 92,950,000.00 56,244,279.85 38,399,852.87 64,548,318.72 30,095,814.00
Scrap steel plant phase I Reforming 188,340,000.00 92,524,211.85 19,175,550.37 111,699,762.22
60000 cubic meter oxygen Generator 673,230,000.00 122,375,900.82 385,646,751.90 508,022,652.72
Other small projects 300,000,000.00 51,893,537.39 125,455,772.61 119,509,866.53 57,839,443.47
Silicon steel project 603,350,000.00 59,709,125.65 322,179,895.22 583,962.01 381,305,058.86
Capacity expansion and reform of steel tank 62,490,000.00 46,429,345.65 3,209,908.43 49,639,254.08
Two tacker-Reclaimersin Sawo Coal yard 51,000,000.00 47,791,242.85 3,271,215.13 51,062,457.98
Ancillary facilities reconstruction for
ironmaking,transportation and logistics 95,120,000.00 49,265,648.48 32,361,269.19 79,855,941.73 1,770,975.94
Plate flare clearing 207,630,000.00 87,601,118.27 438,379.00 87,162,739.27
Dust removing system reforming 34,600,000.00 36,020,616.11 36,020,616.11
Coal fired Boiler reformation using surplus gas 135,170,000.00 121,622,022.59 121,622,022.59
Three Bell-type furnace 17,530,000.00 14,275,560.67 14,275,560.67
5# blast furnace TRT 61,000,000.00 49,997,414.52 49,997,414.52
Dalian Benruitong project 205,487,800.00 1,101,007.30 1,101,007.30
Dandong Stainless steel plant 2,230,000,000.00 724,697,933.98 724,697,933.98
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Office of Haerbin

3,994,000.00

3,546,398.00

3,546,398.00

Totd

13,297,321,800.00

1,826,180,938.13

2,488,019,833.94

2,694,973,669.41

1,619,227,102.66

The Company has transfer the Stainless steel cool rolling project to Dandong Stainless Steel plant

. Input of Accumulated amount of Including:interest Interest
Proled bud%et(%) Progress(%) Interest capitalized capi talize% amount  capitalized rate Source of fund

Super thin cool rolling plate reformation 76% 97% 881,573.20 881,573.20 4.6225%  self-raised fund
IT project of the Company 55% 70% 3,234,400.75 1,875,112.44 4.6225%  self-raised fund
Moving and reforming of coking furnace 98% 100% 102,911,570.12 self-raised fund
Energy saving and environmental  protection 4.6225%  self-raised fund
reconstruction of the converter system 46% 60% 23,578,505.39 15,671,068.30

Plate-billet continuous casting machine reformation 100% 100% 165,447,836.63 self-raised fund
Converter Energy saving reconstruction of special steel 4.6225%  self-raised fund
factory 79% 100% 3,695,390.63 1,862,087.31

Upgrading of continuous casting 83% 100% 355,788.30 215,104.65 4.6225%  self-raised fund
Environmental reengineering and Manufacture Tech. 4.6225%  self-raised fund
Project 49% 90% 2,491,450.89 1,517,705.13

Stainless steel cool rolling - self-raised fund
Taizi river transformer substation 66KV line 100% 95% 1,589,149.75 1,010,424.35 4.6225%  self-raised fund
Scrap steel plant phase Il Reforming 61% 50% 7,180,154.25 4,577,313.73 4.6225%  self-raised fund
60000 cubic meter oxygen Generator 75% 100% 16,771,677.30 12,652,163.57 4.6225%  self-raised fund
Other small projects 826,550.83 826,550.83 4.6225%  self-raised fund
Silicon steel project 63% 80% 14,360,945.48 11,255,832.08 4.6225%  self-raised fund
Capacity expansion and reform of steel tank 79% 100% 2,787,463.85 1,654,222.50 4.6225%  self-raised fund
Two tacker-Reclaimers in Sawo Coal yard 100% 100% 1,168,606.27 self-raised fund
Ancillary facilities reconstruction for 4.6225%  self-raised fund
ironmaking,transportation and logistics 88% 95% 1,140,607.31 856,919.24

Plate flare clearing 42% 50% 1,044,913.81 1,044,913.81 4.6225%  self-raised fund
Dust removing system reforming 100% 100% - self-raised fund
Coal fired Boiler reformation using surplus gas 90% 100% 2,311,277.44 2,311,277.44 4.6225%  self-raised fund
Three Bell-type furnace 81% 100% 265,792.64 265,792.64 4.6225%  self-raised fund
54 blast furnace TRT 82% 100% 840,689.24 840,689.24 4.6225%  self-raised fund
Dalian Benruitong project 0.5% 10% - self-raised fund
Dandong Stainless steel plant 32% 70% 11,819,115.00 11,819,115.00 2.3175%  self-raised fund
Office of Haerhin 89% 70% - self-raised fund
Tota 364,703,459.08 71,137,865.46
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(1)

(12)

(13)

Project material

Items Beginning Increase Decrease Ending
balance balance
Spepi a 137,969,772.11 744,937 512.46 867,268,850.25 15,638,434.32
equipment
Total 137,969,772.11 744,937,512.46 867,268,850.25 15,638,434.32

The explanation of project material: the ending balance of project material has decreased by
RMB 122,331,337.79 compared with the beginning balance with the decrease rate 88.67%,

which is caused by use of the equipments for the projects.

Intangible assets
1. Breakdown of I ntangile assets

Items Beginning Increase Decrease Ending
balance balance

1.Tatal of Book 46,395,483.80 46,395,483.80
value
() Land use 46,395,483.80 46,395,483.80
right
2. Tota of
Accumulated
Amortization
(). Land use
right
3. Total of Net
book VValue 46,395,483.80 46,395,483.80
(.1) Land use 46,395,483.80 46,395,483.80
right
4, Total of

I mpairment
(1).Land use

right
Tod of Net 46,395,483.80 46,395,483 80
value

(2). Land 46,395,483.80 46,395,483.80

The Company has no guaranteed or mortgaged intangible assets at the year end.
Deferred tax asset and deferred tax liability
1. Recognized deferred tax asset
ltem Ending balance Beginning balance

Deferred tax asset:

Impairment 148,510,099.21 133,588,539.01
Welfare for early retired employee 23,404,564.45 38,346,962.04

Notes to the financial statements Page 44



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notesto the financial statements

Unrealized profit in inter-company sales 11,257,733.24 465,805.21
Unpaid Employee salary 16,151,581.65 13,609,876.69
Accrued expense 2,079,016.96 25,662,573.93

Total 201,402,995.51 211,673,756.88

2. Breakdown of unrecognized deferred tax asset

Item Ending balance

Beginning balance

Deductible loss 1,035,820,020.21

1,545,191,032.37

Total 1,035,820,020.21

1,545,191,032.37

Note: Whether there is enough taxable income in the future is still uncertain, therefore no

deferred tax asset arising from deductible lossis recognized.

3. The deductible loss of the unrecognized deferred tax asset will be due in the next

period
Items Ending balance Beginning balance Note

Year 2011
Y ear 2012
Year 2013 29,643,975.85 32,950,207.98
Y ear 2014 1,006,176,044.36 1,512,240,824.39
Y ear 2015
Total 1,035,820,020.21 1,545,191,032.37

4. Thebreakdown of temporary difference

Ending balance

Beginning balance

ltem
Impairment 594,040,396.83 534,354,156.03
Welfare for early retired employee 93,618,257.80 153,387,848.15
Unrealized profit in inter-company sales 45,030,932.95 1,863,220.85
Unpaid Employee salary 64,606,326.58 54,439,506.75
Accrued expense 8,316,067.83 102,650,295.73
Total 805,611,981.99 846,695,027.51

5. The deductible loss of unrecognized deferred tax assets amounting to RMB

750,940,108.01 will be duein the next four years.

(14) Impairment of assets

Item Increase

Beginning Decrease

Ending

balance Write-back  Write-off balance
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1.Provision

for bad debt 434,444,112.24 50,371,665.02 140.00 77,827.45 484,737,809.81

2.Impairment

for 91,672,354.68 12,429,38323  3,036,840.00 101,064,897.91

inventories

3.Impairment

for fixed asset 8,237,689.11 8,237,689.11
Total 534,354,156.03 62,801,048.25  3,036,980.00 77,827.45 594,040,396.83

(15) Short-term loan

1. Short-term loan

Item Ending balance Beginning balance
Credit loan 2,295,236,500.00 2,500,850,700.00
Guaranteed loan 345,000,000.00

Total 2,295,236,500.00 2,845,850,700.00

2. Thereisno overdue short-term loan which has not been paid back at the year end.

(16) Notes payable

Item Ending balance Beginning balance
Bank acceptance bill 1,260,376,722.11 4,232,186,393.71
Commercial acceptance bill ©,890,000.00
Total 1,260,376,722.11 4,238,076,393.71

1. Thereis no notes payable owed to shareholders who hold 5% or above voting shares at

the end of thisyear.

2. As to the ending balance of notes payable with regard to related parties, please See

detailsin Note 6.

3. The explanation of notes payable: the ending balance of notes payable has decreased by

RMB 2,977,699,671.60 compared with the beginning balance with the decrease rate of

70.26% , which is mainly caused by decrease of bank acceptance bill settlement.

(17)  Accounts payable

1. Categories of accounts payable

Item

Ending balance

Beginning balance

Within lyear

6,991,708,726.60
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1-2years 730,769,310.52 303,183,911.62
2-3years 143,469,087.21 123,125,601.44
Over 3years 127,244,092.05 41,099,182.06
Total 7,993,191,216.38 6,261,007,678.94

2. Within the above balance ,there is no amount due to shareholder s who hold 5% or more

voting shares at the end of thisyear.

3. Asto the ending balance of accounts payable with regard to related parties, please refer

tothedetailsin Note 6.

4. The significant accounts payables with aging over one year:

Notes(those paid back

Name Amount Reason after balance sheet date)
Benxi Sted (Group)
Construction Co., Ltd. 136,410,831.01 Unsettied
Budget and fina
settlement Project 94,739,938.19 Unsettled
Chonggin Saidi Within the warranty
Industrial Furnace Co., )
Ltd. 53,736,349.64 period
China Metallogy Jiaonai Within the warranty
engineering technology )
Co., Ltd. 52,117 531.54 period

(18)  Advancefrom customers

1. Categories of advance from customers

ltem Ending balance Beginning balance

Within lyear 3,042,512,439.12 2,483,918,216.27
1-2 years 61,594,266.42 38,821,035.65
2-3years 7,254,321.05 8,850,227.45
Over 3years 7,419,946.97 6,976,257.23
Total 3.118,780,973.56 2,538,565,736.60

2. Within the above balance ,there is no amount due to shareholders who hold 5% or more

voting shares at the end of thisyear.

3. As to the ending balance of Advance from customers with regard to related parties,

pleaserefer to the detailsin Note 6.

4. The significant advance from customer s with aging above one year

Name Amount

Reason

Notes
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Guangzhou Free Trade
Zone Bengang Sales

Co., Ltd.

22,228,324.44

Customer

postponed
purchase of steel products

the

Other advance from customers with aging above one year are mainly client deposits

(29 Employee benefits payable

Item Beginning Increase Decrease Ending
balance balance

(D)Salary, bonus, alowance
and subsidy 54,439,506.75 1,294,474,548.22 1,284,207,860.39 64,706,194.58
(2 Employee welfare 33,251,480.04 33,251,480.04
(3)Socia Insurance 545,335.87 389,115,868.68 388,977,785.21 683,419.34
Including: A. Pension fund 249,014,175.10 249,014,175.10
B. Annual fee
C. Medical insurance 17,518.00 90,332,947.85 90,381,895.85 -31,430.00
D. Medical insurance
premiums
E. Unemployment insurance 102.90
expense ' 24,158,279.94 24,158,279.94 102.90
F. Compensation of employee 527,714.97 25,610,465.79 25,423,434.32 714,746.44
G Maternity insurance
(4 Housing accumulation
funds 6,751,033.00 73517,040.00 73,417,040.00 6,851,033.00
(5)Labor union fee and
training for employee fee 30,004,525.32 26,688,084.10 37,782,374.30 18,910,235.12
(6)Non-monetary welfare
(7)Compensation of relieving
the work relations 153,387,848.15 18,676,955.73 78,446,546.08 93,618,257.80
(8)employee allowance funds
(9)others 164,943,345.46 164,943,345.46
Including: shares account by
monetary

Total 245128,249.09  2000,667,322.23  2,061,026,431.48  184,769,139.84

1. The scope of the termination benefit is the early retired employees who have signed the

agreement of retirement with the company and no longer bring economic benefits into

the company but have not yet terminate the working relationship with company. To

confirm the termination benefit, the company refersto the recent interest rate of bank

loan to recognize the discount rate which is 6.10%. Up to 31 December 2010, the

unrealized financing expense balance is RMB 9,679,836.79 due to recognizing

termination benefits.

2. Other items include heating subsidy, transportation subsidy, aging salary of retired

employee, housing subsidy and subsidy of harmful influence to bodies because of bad

wor king environment.
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(20)

Current Tax liabilities

Item Ending balance Beginning balance
Value added tax -727,562,244.94 -123,359,734.30
Business tax 143,127.71 63,871.90
City construction tax 888,707.60 58,767.29
Enterprise income tax 15,386,332.04 2,988,719.59
House Property tax 5,314,042.13 1,908,333.28
Educational surcharges 521,852.85 25,186.01
Others 537,839.37 1,063,586.50

Total -704,770,343.24 -117,251,269.73

The explanation for current tax liablities: the ending balance of current tax liabilities has
decreased by RMB 587,519,073.51 compared with the beginning balance with the decrease
rate of 501.08%, which is mainly caused by increase of deductible input tax of value added

tax.

(21) Other payables

1. Categories of other payables

Item Ending balance Beginning balance
Within 1 year 538,476,810.76 781,464,197.16
1-2years 127,647,443.45 34,417,310.38
2-3years 21,724,161.29 7,195,420.48
Above 3years 33,237,914.91 26,798,023.97

Total 721,086,330.41 849,874,951.99

2. Thereis other payables amounting to RMB 281,257,020.09 owed to Benxi Steel (Group)

Co., Ltd. who hold 5% or more voting shares at the end of thisyear.

3. Pleaserefer to the Note 6 for details of other payableswith regard to related parties.

4. No significant other payableswith aging over one year.

5. The details of significant other payables

Nature and

Notes
content

Name Amount

Benxi Steel (Group) Co., Ltd. 281,257,020.09  cyrrent account

Bengang Automobile Transportation
Co., Ltd.

Benxi Steel (Group) Thermal Power 14,385623.96  hegting subsidy
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Development Co., Ltd.

Benxi Steel Co., Ltd. Plate rolling 11,378,027.28
plant

(22) Non-current liabilities due within one year

Item Ending balance Beginning balance
Long-term loan 1,013,263,228.43 960,040,053.18
Total 1,013,263,228.43 960,040,053.18

(1) Long-term loans due within one year

Item Ending balance Beginning balance
Credit loan 1,012,320,000.00 958,320,000.00
Guaranteed loan 943,228.43 1,720,053.18

Total 1,013,263,228.43 960,040,053.18

Please refer to the Note 6(4)5 for the details of guaranteed loan

(2) Top five long-term loans due within one year:

Endin
Bank Sartdate Enddate Currency Interest Rate(%) ding
balance
Benxi steel branch of
China Congtruction  2009-9-22 2011-9-21 RMB 4.86 300,000,000.00
Bank
Benxi steel branch of
China Construction  2009-9-8 2011-7-7 RMB 4.86 200,000,000.00
Bank
Benxi steel branch of
China Construction 2009-9-11 2011-9-10 RMB 4.86 177,000,000.00
Bank
Benxi steel branch of
China Construction ~ 2009-9-9 2011-8-8 RMB 4.86 170,000,000.00
Bank
Benxi steel branch of
China Construction  2008-11-18 2011-11-17 RMB 5.40 37,000,000.00
Bank
Tota 884,000,000.00
(23) Long-term loans
1. Categories of long-term loans
Categories Ending balance Beginning balance
Credit loan 1,884,200,000.00 1,056,520,000.00
Guarantee loan 2,939,824,138.39 1,812,516,104.26
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Total 4,824,024,138.39 2,869,036,104.26

Please refer to the Note 6(4)5 for the details of the guarantee loan
The ending balance of long-term loans has increased by RMB 1,954,988,034.13 compared
with the beginning balance with the increase rate of 68.14%, which is mainly caused by

increase of settlement by monetary assets and the loans increases accor dingly.
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2. Top fivelong-term loans

Interest

Ending balance

Beginning balance

Bank Start date End date curren i i
cy rate(%) Foreign RMB Foreign RMB
currency currency

China  Construction 50 4 5 2013-4-15 RMB 5.76 400,000,000.00 400,000,000.00 400,000,000.00 400,000,000.00
Bank Benggang Branch
Bank  of  China 55544 2012-9-10 USD 3.17 60,000,000.00 397,404,000.00 60,000,000.00 409,728,000.00
Benggang branch
China  Construction ) ; 2013-7-1 RMB 5.0220 310,000,000.00 310,000,000.00
Bank Benggang Branch
China  Construction ), ; 2013-6-1 RMB 5.0220 300,000,000.00 300,000,000.00
Bank Benggang Branch
Bank  of  China 0,414 2012-4-13 RMB 5.0220 200,000,000.00 200,000,000.00
Benggang branch
Total 1,270,000,000.00 1,607,404,000.00 460,000,000.00 809,728,000.00
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(24) Special accounts payable
Item Beginning Increase Decrease Ending Notes
balance balance
Gifriicoke oven of 566666667  -5,666,666.67
dryguenching coke
Total 5,666,666.67  -5,666,666.67
The Specia accounts payables has been transferred to Other non-current liabilities-deferred
income this period.
(25) Other non-current liabilities
Item Ending balance Beginning balance
Funding of three technology items 929,224.00 1,048,650.00
Total 929,224.00 1,048,650.00
Item Beginning Increase Decrease Ending Notes
balance balance
Funding ~ of three | 1 148 650,00 119,426.00 929,224.00 Note 1
technology items
Gir#coke oven of 7,166,666.67 1,194,444.45 5,972,222.22 Note 2
dryquenching coke
Elimnaing outdated 34,800,000.00 34,800,000.00 Note 3
industrial capacity
Industrial enterprise energy
management center
. . 1 . 1 . Note 4
construction demonstration 1600,000.00 1600,000.00 ote
project
automobile hight-class
electrolytic zinc steel plate 41,040,000.00 41,040,000.00 Note 5
production line project
Resuming Bengang Second
Power Plant Heat Source 16,000,000.00 1,872,000.00 14,128,000.00 Note 6
The 2*265 Square meter
Sintering machine
desulfuration project  of 5,000,000.00 5,000,000.00 Note 7
blast furnace plant
The 2*265 Square meter
Sintering mechine 3,000,000.00 3,000,000.00 Note 8
desulfuration project of
blast furnace plant
Provincia Environment
; i 4,000,000.00 4,000,000.00 Note 9
Protection Special fund T T 0
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Total 1,048,650.00 122,606,666.67 3,185,870.45 120,469,446.22

1. “Funding of three technology items’ was used for “three technologies’, namely, thin slab,
continuous casting and continuous rolling with a short process according to the notice of
Liaoning Province “ The notice for funding of three technologies’(Liao cai zhi gi 341
[20086]).

2. Funds for the project of dry extinguishing coke of 6# 7#coke furnace isreceived in 2008
for the project of dry extinguishing coke as per the “ Notice of capital construction
expenditure budget within the central budget for 2008 ener gy saving project * issued by the
Finance Hall of Liaoning province. RMB1.5 million has been received in 2010 and the
project of dry extinguishing coke of 6# 7#coke furnace has been transferred to Fixed assets
and the fund has been transferred to non-operating income accordingly as per the

depreciation period of related assets, which accountsfor its decrease.

3. According to Liao Cai Zi Qi (2008) N0.1079 and Cai Jian(2008) 904 “2008 The contral
finance award fund for eliminating outdated industrial capacity”, 34.80 million award has
been received in January 2010 for eliminating three coke furnacesand aferroalloy furnace
of Ironmaking plant project and build a new No. 8 Coke Furnce . The projct has been

finished at the end of 2010

4. According to Liao Cai Zi Qi (2009) N0.868" The notice for the distribution of finance
subsidy fund for the 2009 Industrial enterprise energy management center construction
demonstration project”, 11.6 million finance subsidy fund has been received in March 2010
for the 2009 Industrial enterprise energy management center construction demonstration

project. The projct hasnot started yet.

5. According to “The notice for key industry revitalization and first technology
transformation project contruction expansion and national debt investment budget”, 41.04
million subsidy fund has been received in June 2010 for automobile hight-class electrolytic

zinc steel plate production line project . The projct hasjust started.

6. According to “The reply for resuming the heat source production of the Second power
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plant of Bengang Group”, 16 million isthe compensation for the resuming of the hear source
production of second power plant and operating heating cost. The relevant expenses of
second power plant will be paid from the special accounts payables, and till the year end the

total amount of RMB 1,872,000.00 has been paid.

7. According to “ The notice of second environmental protection special fund project of 2009
in Liaolin province ", 5 million will be distrubted to Bengang Seel Plates Co., Ltd. for
environmental protection project of the 2*265 Square meter Sintering machine

desulfuration project of blast furnace plant

8. According to “The notice of central pollution discharge special fund project of 2009 ”,
16.9 million will be distrubted to Bengang Seel Plates Co., Ltd. for pollution discharge
project of the 2*265 Square meter Sintering machine desulfuration project of blast furnace

plant. 3 million has been received during the year.

9. According to “ The notice of first environmental protection special fund project of 2008 in
Liaolin province’, 4 million will be distrubted to Bengang Steel Plates Co., Ltd. for the

220t/h boiler desulfuration of the power plant

(26) Share capital
The paid-in share capital of the company is as follows:
ltem Ending balance Beginning balance
Shares Amount Shares Amount
Share capital —A shares 2,736,000,000.00 2,736,000,000.00 2,736,000,000.00 2,736,000,000.00
Share capital B shares 400,000,000.00 400,000,000.00 400,000,000.00 400,000,000.00
Total 3,136,000,000.00 3,136,000,000.00 3,136,000,000.00 3,136,000,000.00

Notes to the financial statements Page 55



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

tem Beginning ‘ Changes (increase“+"decrease”-" ) Ending
balance  Newshares Sharedividend PNl Reserves Others Subtotal balance

1.Shares with restricted sales condition
(1) State-owned shares
(2) Shares held by State-owned corporation 2.038.400,000.00 2.038.400,000.00
(3) Shares held by other domestically
invested Corporation 10,050.00 10,050.00
Including
Shares held by domestic non-state-ownedCorporation
Shares held by domestic individuals 10,050.00 10,050.00
(4) Shares held by foreign invested Corporation
Including
Shares held by oversea Corporation
Shares held by individual foreigners
Subtotal 2,038,410,050.00 2,038,410,050.00
2.Shares without sales restriction
(1))RMB Common stock 697,589,950.00 697,589,950.00
(2).Foreign shares listed in domestic stock market ~ 400,000,000.00 400,000,000.00
(3).Foreign shares listed in oversea stock market
(4) others

Subtotal 1,097,589,950.00 1,097,589,950.00

Total 3,136,000,000.00 3,136,000,000.00
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(27) Capital reserves

ltem Beginning Incr Decr Ending
balance balance
1.  Additiona paid-in
capital
(1) Invested capital 8,706,903,665.94 8,706,903,665.94
Subtotal 8,706,903,665.94 8,706,903,665.94
2. Other capital surplus
(1) Fiscal rewards of 29,357,468.82  54,430,000.00 83,787,468.82
energy saving reform
Subtotal 29,357,468.82  54,430,000.00 83,787,468.82
Total 8,736,261,134.76  54,430,000.00 8,790,691,134.76

The explanation for capital reserves. Other capital surplus are three projects, namely, hot
continuousrolling 3# heating fur nace, 240ton coke oven of power plant reconstruction and
saturated steam power engine. They werelisted in the plan of “ Reform of Energy Saving
Technology” of National Development and Reform Commission in 2007 and were
awarded special funds of RMB54,430,000.00 in 2010 in the form of “ replacing

supplement with awards” .

(28)  surplus Reserves

Item Beginning Increase Decrease Ending
balance balance
Statutory Reserves 921,277,509.22 921,277,509.22
Total 921,277,509.22 921,277,509.22
(29) Undistributed Profits
Item Amount Distribution rate
Undistributed profits of last year before adjustment 1,331,103,908.34

Total amount of adjustment of beginning
undistributed profits  (increase+, decrease -)

After adjusted beginning undistributed profits
Add: undistributed profit belongs to parent
company 925,366,759.73

Minus  statutory reserves
Surplus reserves
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(30)

Item Amount Distribution rate

Deposit funds
Enterprise expansion funds
Employee alowance funds

Common shares dividend payable

Common shares dividend transfer to
paid in capital 94,080,000.00
Ending balance of undistributed profits 2,162,390,668.07

Operating income and oper ating cost

1. Operating income

ltem 2010 2009
Operating revenue from 40,228,357,263.84 30,664,872,038.99
principal business
Other operating revenue 5,459,393,200.85 4,932,903,924.72
Total 45,687,750,464.69 35,597,775,963.71
Operating cost 40,757,030,212.23 33,833,681,618.46

2. Principal operating revenue classified by businessindustry

2010 2009
Iltem Principal operating Principal operating Principal operating Principal operating
revenue cost revenue cost
(DIndustry 40,228,357,263.84 35,628,638,976.08 30,664,872,038.99 28,976,475,127.69
Total 40,228,357,263.84 35,628,638,976.08 30,664,872,038.99 28,976,475,127.69

3. Principal operating revenue classified by productsvariety

2010 2009
Item Principal operating Principal operating Principal operating Principal operating
revenue cost revenue cost
Steel Plates 39,606,424,091.69 35,038,871,382.76 28,056,637,526.85 27,122,317,195.75
Steel Billet 3,314,515.89 2,572,217.25 2,209,695,527.00 1,444,121,266.88
Others 618,618,656.26 587,195,376.07 398,538,985.14 410,036,665.06
Total 40,228,357,263.84 35,628,638,976.08 30,664,872,038.99 28,976,475,127.69

4. Principal operating revenue classified by areas

Area 2010 2009
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Principal operating

Principal operating Principal operating Principal operating

revenue cost revenue cost

Northeast 9,619,995,955.91 7,930,555,689.47 12,179,165,532.01 11,534,537,470.48
North China 5,905,580,448.15 5,275,585,689.71 5,384,049,324.09 5,098,939,052.76
East China 14,037,409,249.41 12,871,292,768.48 8,768,867,603.07 8,256,726,825.97
Northwest 113,561,738.11 101,447,213.48 33,501,265.03 31,808,971.09
Southwest 5,895,455.60 5,597,650.61
Middle south 4,446,628,496.71 3,995,864,000.13 2,193,053,218.89 2,054,622,765.30
Export 6,105,181,375.55 5,453,893,614.81 2,100,339,640.30 1,994,242,391.48

Total 40,228,357,263.84 35,628,638,976.08 30,664,872,038.99 28,976,475,127.69

5. Top five clients principal operating revenueisasfollows

Principal operating Percentage of total

Ranking revenue operating revenue(%)

Bengang Puxiang Cool Rolling Steel

Sheet Co., Ltd. 6,532,442,804.05 14.30
Hengxin International Resources Co.,

Ltd. 1,659,536,361.00 3.63
DUFERCO SA 902,519,546.25 1.98
Minmetals Steel Co., Ltd. 567,962,288.01 1.24
Xiamen Jianfa Co., Ltd. 529,192,507.45 1.16

Gross profit margin this period is higher than last period, which is mainly caused by the

increase of the market price and the change of depreciation palicy.

(31) Businesstax and Surcharges
Item 2010 2009 Tax rate
Business tax 1,282,339.51 1,123,307.52 5%
City maintenance and
construction surtax 102,056,058.69 7,401,963.16 7%
Educational surcharge 59,077,551.27 4,717,885.42 3% 1%
Floodwater prevention fee 8,415.58
Total 162,415,949.47 13,251,571.68
The explanation of business tax and surcharges. The amount of business tax and surchage
has increased by RMB 149,164,377.79 in 2010 compared with last year. The increase rate is
1,125.64%, which is mainly caused by the increase of tax payable of VAT.
(32)  Sdling and distribution expenses
ltem 2010 2009
External freight 267,581,132.18 122,238,310.21
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Port surchages 89,590,475.35 32,737,958.97
Agency fee 61,816,511.73 34,665,364.04
Package fee 52,692,701.37 38,890,819.74
Sdary 14,400,554.43 11,741,674.04
Internal freight 5,499,786.92 4,534,921.82
Sales profit return 102,650,295.73
Others 18,104,163.28 13,307,779.63

Total 509,685,325.26 360,767,124.18

Compared with last year, Selling and distribution expenses has increased by RMB
148,918,201.08 with increase rate of 41.28%, which is mainly caused by the increase of port

sur-charges, transportation charges along with theincrease of export in 2010.

(33) General and administrative expenses

Item 2010 2009
Repair Fee 1,567,546,967.86 1,405,901,027.42
Social security expense 386,636,762.56 372,647,246.54
Saary and benefits 239,665,166.74 180,035,368.95
L ease expense 180,075,059.38 1,277,259.96
Maintenance fee 155,098,600.00 184,980,300.00
Taxes 75,283,158.30 62,823,547.46
Land useright fee 57,426,000.00 57,426,000.00
Heating fee 42,230,830.44 5,331,223.04
Freight 31,164,511.27 32,858,510.50
Pollution discharge fee 20,261,750.00 20,035,354.00
Depreciation 15,983,326.32 14,749,159.11
Water resources fee 14,000,000.00 11,035,000.00
Entertainment expense 7,659,980.30 7,006,193.10
Housing fund 6,709,780.00 3,286,286.00
Technology development fee 6,195,406.07 6,034,647.50
Others 55,602,221.13 60,078,580.51

Total 2,861,539,520.37 2,425,505,704.09

The General and administrative expenses has increased by RMB 436,033,816.28, an
increase of 17.98% compared with last year which is mainly due to the increase of

salaries ,lease expense and maintenance expense of fixed assets.

(34) Financial expenses

Item 2010 2009
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Interest expense 321,382,322.30 163,811,227.95
Minus Interest income 20,794,767.25 40,219,118.52
Exchange loss -67,813,081.33 -1,003,945.24
Others 2,952,814.13 5,219,485.57
Total 235,727,287.85 127,807,649.76

The financial expense has increased by RMB 107,919,638.09 in 2010 compared with last

year. The increase rate is 84.44%, which is mainly caused by the increase of interest

expense.

(35) Impairment loss on assets
ltem 2010 2009
1. Allowance for accounts receivable 50,371,525.02 35,957,703.41
2. Impairment of inventories 9,392,543.23 61,507,909.00
3. Fixed asset impairment losses 2,893,826.59
Total 59,764,068.25 100,359,439.00
The impairment loss on assets has decreased by RMB 40,595,370.75 with decrease rate of
40.45% compared with last year, which is mainly caused by the increase of market price,
and decrease of production cost
(36) Income on investment
1. Details of income on investment
ltem 2010 2009
L ong-term investment (cost method) 1,210,690.80
Total 1,210,690.80

The income on investment is the recognized according to the investment agreement signed
between the subsidiary Shanghai Bengang Metallurgy Science and Technology Co., Ltd. and its

associates Zhejian Bengang Jinrui Steel Plate Processing Co., Ltd.

(37) Non-operating revenue

1. Details
The amount
Item 2010 2009 recognized in
non-operating profit
1. Non-current assets disposal income 554943157  1,566,867.93 5,549,431.57
Including:Fixed assets disposal income 5,549,431.57  1,566,867.93 5,549,431.57
Intangibl e assets disposal income
2. Non-monetary assets exchange
income
3. Debt restructuring gain 7,277,701.25  2,994,785.93 7,277,701.25
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(38)

(39)

The amount
Item 2010 2009 recognized in
non-operating profit
4. Government grants 1,881,326.47 11,017,561.08 1,881,326.47
5. Overage gain
6. Denotation income
7. Accounts payable unpaid due to creditor's
reason
8. Fines and the penalty income 500,000.00  26,893,240.22 500,000.00
9. Others 1,373,261.24 50,120.00 1,373,261.24
Total 16,581,720.53  42,522,575.16 16,581,720.53

The explanation of non-operating revenue: The amount of non-operating income has decreased by

RMB 25,940,854.63 in 2010 compared with last year. The rate of decrease is 61.00%, which is

caused by the decrease of government grants received and penalty income.

Non-oper ating expense

The amount
recognized in
Item 2010 2009 nor-operating
profit
1 Non-current assetsdisposal loss ~ 108,639,680.88  97,059,271.85  108,639,680.88
Thereinto fixed assets disposal loss 108,639,680.88  97,059,271.85 108,639,680.88
intangible assets disposal loss

2 Non-monetary assets exchange
loss
3 Debt restructuring loss 15,656.24
4 Charitable Donatation
5 Extreordinary loss 6,106,866.90 6,106,866.90
6 Finesand overdue payment 932978 302255220 9,329.78
7 Compensation expenditure
8 Default penalty
9 Shortageloss
10 Others 3,372,155.00

Total 114,755,877.56  103,469,635.29  114,755,877.56
Income tax expense

Item 2010 2009
Incometax payable for the current year 69,031,829.84 27,719,784.02
Deferred ~ income tax  expense 10,270,761.37 192,927,044.76
(income)of current year

Total 79,302,591.21 220,646,828.78

The amount of income tax has decreased by RMB 141,344,237.57 in 2010 compared with last
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year with the decrease rate of 64.06% which is mainly caused by realization of the impairment
provision of deferred income tax assets made last period, resulting in the increase of income

tax-deferred income tax; The subsidiaries made a profit this period, leading to the significant

increase of income tax.
(40) Calculation of basic Earning per share and diluted Earning per Share
(Omitted)

(41) Notesto the statement of Cash flow

1. Cash received relating to other operating activities

ltem 2010
1. Current accounts, advance money for another 292,289,758.30
2. Interest income 100,940,000.00
3. Specia subsidy and allowance 10,878,565.38
4. Non-operating income 763,096.70
5. Others 55,586,656.92
Total 460,458,077.30
2. Cash paid for other operating activities

ltem 2010
1. Current accounts 557,946,628.11
2. Selling expenses 140,687,189.66
3. General and administrative expenses 151,337,016.94
4. Others 56,291,581.19
5. Bank charges 2,952,814.13
6. Petty cash 6,744,153.46
Total 915,959,383.49
3. Cash received related to the other financing activities.

ltem 2010
Guarantee deposit interest 9,916,201.87

Total 9,916,201.87

(42 Supplementary information for Cash Flow Satement
1. Supplementary information for Cash Flow Statement
ltem 2010 2009

1. A reconciliation of net profit to cash flows from
operating activities
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Item 2010 2009
Net profit 925,322,043.82 -1,545,191,032.37
Add Asset impairment losses 59,764,068.25 100,359,439.00
Depreciation and amortization 1,711,424,069.04 2,568,205,188.61
Amortization of intangible assets
Long-term prepayment amortization
Losses proceeds from disposal of PPE  intangible assets 103.090.249.31
and other long-term assets (Earnings marked“ ") DA 95,492,403.92
Scrapped losses from fixed assets, real estate investment
Fair value losses(Earnings marked” )
Financial expenses(Earnings marked* ") 309,425,100.53 139,865,962.62
Investment losses(Earnings marked” ") -1,210,690.80
Deferred tax assets reduction(Addition marked* ) 10,270,761.37 194,087,275.22
Deferred tax liabilities increased(Reduce marked* ")
Reduction of inventory(Addition marked” ") -2,231,318,995.68 393,729,084.62
Operating  receivable  items  reduction(Addition
marked* ") 368,577,299.04 -575,655,094.46
Operating payable items increase(Minus marked” ") 1,331,138,672.00 2,218,009,343.60
Others
Net cash flow Generated from operating activities 2,586,482,576.88 3,588,902,570.76
2. Payments of investment and fund-raising activities do
not involve cash
Liabilitiestransferred to capital
Convertible bonds due within one year
Fixed assets financed by leasing
3. The net increase in cash and cash equivalents
Ending balance of the monetary funds 1,260,448,851.56 1,372,907,706.59
Minus Opening balance of the monetary funds 1,372,907,706.59 1,851,732,015.60
Add Ending balance of cash equivalents
Minus Opening balance of cash equivalents
The net increase in cash and cash equivalents -112,458,855.03 -478,824,309.01

2. The structure of cash and cash equivalents

Item Ending balance  Beginning balance
1. Cash 1,260,448,851.56 1,372,907,706.59
Including: Cash on hand 122,226.22 51,602.24
Bank deposits available on demand 1,260,326,625.34 1,372,856,104.35
Other monetary funds available on demand
Central bank deposits available on demand
Balances with other financial institutions
Loansto other financial institutions
2. Cash equivaents
Including: investment of securities to be
mature within 3 months
3. Ending balance of cash and cash equivaents 1,260,448 851.56 1,372,907,706.59
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6. Related party transactions
(1) Information of the parent company
(InRMB 100 million)
Name of parent Rele}iiho?sl;ip Business Registered Legal Nature of Registered
company (\ZA(/)Impany Type Place Representative Business capital
Benxi Steel Parent Wholly . Xiaofang
(Group) Co., Ltd. company tate-owned Benxi Zhang Manufacture  53.69
(Continued)
. Theultimate N
Name of parent Share proportion Voting rights (%) contralling Organization
company (%) Code
party
. SASAC of
Benxi Stedl 82.07 82.07 Liaoning 11972626-3
(Group) Co., Ltd. Provi
ovince

2

Information of the subsidiaries:

(In RMB 10 thousand)

S Type of Business Registered Legal Nature of
Name of the subsidiaries o Place ' '
subsidiary Type Representative  Business
. Wholly-owned Limited . . Sales
Xiamen Bengang Steel Sales Ltd. subsidiary liability Xiamen Guoming Zhang
. Wholly-owned Limited . Sales
Wuxi Bengang Steel Sales Ltd. subsidiary liability Wuxi Yonggang Wen
- . Wholly-owned  Limited N . Sales
Tianjin Bengang Steel Trading Ltd. subsidiary liability Tianjin Chuang Liu
Nanjing Bengang Material Sales Wholly-owned Limited . Sales
Ltd. subsidiary liability Nanjing Zonghua Pang
} Wholly-owned Limited . . Sales
Yantai Bengang Steel SalesLtd. subsidiary liability Yantai Lixin Wang
Harbin Bengang Steel & Iron  Wholly-owned Limited Harbin Jixi Eei Sales
SalesLtd. subsidiary liability
Changchun Bengang Steel &Iron  Wholly-owned  Limited Sales
SdlesLtd. subsidiary liability Changchun Jun Weng
Guangzhou Benxi Iron & Steel Wholly-owned Limited Guanazhou Shaogana Wu Sales
Trading Co., Ltd subsidiary liability 9 gang
Shanghai Benggang Metalurgy Wholly-owned Limited ] AT Sales
Science and Technology Co., Ltd.  subsidiary liahility Shanghai JIxi Fe
Benggang Steel Plates Liaoyang Wholly-owned Limited . o Manufacturing
Pallete Co., Ltd. subsidiary liability Lisoyang  Shiming Zhang
Ddian Benruitong automobile Holding Limited . Manufacturing
material technology Co., Ltd. subsidiary liability Dalian Shu Wang
Bengang Cold-rolled Stainless Wholly-owned Limited Dandon Tianchen Yu Manufacturing
Steel Dandong Co., Ltd. subsidiary liability 9
(Continued)
o Registered  Share Voting Organization
Name of the subsidiaries capital Ratio(%) Right(%)

Code
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Registered Share Voting Organization
Name of the subsidiaries capital Ratio(%) Right(%)
Code
Xiamen Bengang Steel Sales Ltd. 50.00 100.00 100.00 73788827-8
Wuxi Bengang Steel Sales Ltd. 100.00 100.00 100.00 73654820-4
Tianjin Bengang Steel Trading Ltd. 300.00 100.00 100.00 74135658-1
Nanjing Bengang Material Sales Ltd. 115.00 100.00 100.00 75945466-5
Yantai Bengang Steel SalesLtd. 50.00 100.00 100.00 74451514-6
Harbin Bengang Steel & Iron Sales Ltd. 50.00 100.00 100.00 73137417-X
Changchun Bengang Steel Sales Ltd. 50.00 100.00 100.00 74841484-4
Guangzhou Benxi Iron & Steel Trading Co., Ltd 100.00 100.00 100.00 68328959-4
i{?@;ﬂ;ﬁggf@”&“ﬁf" lurgy Science 500.00 10000 10000 684087628
Benggang Steel Plates Liaoyang Pallete Co., Ltd. 1000.00 100.00 100.00 68968094-9
ggiﬂd.Benruitong automobile material technology 10000.00 65.00 65.00 55498444-3
Bengang Cold-rolled Stainless Steel Dandong Co., Ltd. 26000.00 100.00 100.00 69941004-5
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(3) Other related partiesinformation

Name of Other related parties

Relationship

Organization

Code

Benxi Steel (Group) Machinery Co., Ltd. The same Parent Company 701577718
Bengang Group International Trading Ltd. The same Parent Company 701581055
Benxi Steel (Group) Tengda Holdings Ltd. The same Parent Company 11968922-0
Guangzhou Free Trade Zone Bengang Sales Co., Ltd. The same Parent Company 231289622
Shanghai Bengang Steel & Iron Trading Co., Ltd. The same Parent Company 784796085
Liaoning Bengang Steel & Iron Trading Co., Ltd The same Parent Company 78458403-1
Ddlian Boluole Steel Tube Ltd. The same Parent Company 60480260-2
Benxi Steel (Group) Steel Process and Logistics Co., Ltd. The same Parent Company 752795993
Benxi Steel (Group) Construction & Repairing Co., Ltd. The same Parent Company 701578219
Bengang Fire-resistance Materia Co., Ltd. The same Parent Company 78124925-8
Benxi Steel (Group) Metallurgy Residues Co., Ltd The same Parent Company 701578155
Liaoning Metallurgy Technician College The same Parent Company 463564144
Benxi Steel (Group) Industrial Development Co., Ltd. The same Parent Company 701578120
Benxi Steel (Group) Congtruction Co., Ltd. The same Parent Company 119726538
Yinkou Bengang International Logistics Co., Ltd. The same Parent Company 74712716-5
Benxi Steel (Group) Real-estate Development Co., Ltd. The same Parent Company 819664921
Benxi Steel (Group) Education Center The same Parent Company 463567636
Benxi Steel (Group) Drilling Tools Co., Ltd. The same Parent Company 74710835-1
Benxi Steel (Group) Designing Institute The same Parent Company 78510290-3
Benxi Steel (Group) Information and Automatic

Tech. Ltd. (Growp) The same Parent Company 752798182
Benxi Steel (Group) News Center The same Parent Company 774640431
Benxi Steel (Group) New Industrial Devel opment

Co., Ltd. (Grow) P The same Parent Compary 701578198
Benxi Steel (Group) Mining Co., Ltd. The same Parent Company 701577726
Benxi Steel (Group) Electronics and Gas Co., Ltd. The same Parent Company 781648511
Benxi Steel (Group) Therma Power Development

Co., Ltd. (Growp) P The same Parent Compary 701579297
Bengang Puxiang Cool Rolling Steel Sheet Co., Ltd. The same Parent Company 717851072
Benxi Steel (Group) Engineering Inspection Co., Ltd. The same Parent Company 736708677

(4) Related Parties Transactions

1. The Inter-subsidiary and parent-subsidiary transactions of the subsidiaries

which has been controlled by the parent company and incor porated into the

consolidated financial statements have been offset.

2. Related party transactions of purchasing goods and services

Unit: 10 thousand

Thetype of Tgcertélo;\tt:gt Pricin 2010 2009
Name related party g and Ratio Ratio
. party . Amount Amount
transactions . Policy (%) (%)
transactions
Raw material and
Benxi Steel (Group) Co., Ltd. Purchase of goods supplementary 27,799.11 0.82
material
Benxi Steel (Group) Co., Ltd. Services received Repair fee 11215.27 028 1850245 0.65
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The content .-
Thetype of of related Pricin 2010 2009
Name related party art g and A . Ratio . Ratio
: : moun moun
transactions party Palicy (%) (%)
transactions
Benxi Steel (Group) Co., Ltd. Services received Labor cost 133.77 0.00 846.92 0.03
Benxi Steel (Group) Co., Ltd. Lease Leasing land 5,742.60 0.14 5,742.60 0.17
Bengang Puxiang Cool Rolling Raw materia and
Steel Sheet Co., Ltd. Purchase of goods supplementary 88,954.47 218 11,809.65 0.35
material
Bengang Puxiang Cool Rolling Pu
Stedl Sheet Co., Ltd. rchase of goods Products 211,468.31 5.19 138,131.44 4.08
Benxi Steel (Group) Mining Co,, Ltd.  geryjces received Labor cost 585.78 001 1,764.45 0.05
Benxi Steel (Group) Mining Co., Ltd. Raw material and
Purchase of goods ~ supplementary 422,436.76 1036  524,305.33 15.50
materials
Benxi Steel (Group) Mining Co., Ltd.  geryjces received Freight 37.78 0.00 56.07 0.00
B el (Group) Metallre  grvicesreceived  Residuedischarge 107.79 000 623099 002
Benxi Steel (Group) Metallurgy The purchase of Raw material and
Residues Co., Ltd. 00ds p supplementary 12,258.37 0.30 18,334.50 0.54
9 materials
:neé‘f'ogis;ei‘is é‘é‘i"t’g_ Stedd Process  ovicesreceived  processing charge 268.58 0.01 38.06 0.00
Benxi Steel (Group) Redl-estate The purchase of .
Development Co, Ltd. goods Raw material 6,141.80 0.15 5,512.86 0.16
gggopn?eﬁ Cch[‘t’é’p) Red-estate | o Rent 38.65 0.00 12.81 0.00
Benxi Steel (Group) Red-estate . ; Property
Development Co,, Ltd. Services received Management  fee 273.70 0.01 187.17 0.01
Benxi Steel (Group) Red-estate . . ]
Development Co., Ltd. Services received Project fee 10.00 0.00
(BZE”XLS@' (Group) Machinery Purchaseof goods  Spare parts 36,867.22 090  33585.05 0.99
ngx'l_sf;e' (Group) Machinery E‘gs&i of Fixed b ect fee 6.50 0.00 2,031.93 0.09
B Sted (Group) Machinery Servicesrecsived  Repair fee 678.83 002 120029 0.04
. . Raw materia and
ng'gtje' (Group) Machinery Purchaseof goods  supplementary 296.13 0.01 267.28 0.01
" : materials
Bg;m LSttéad (Group) Machinery ;Usrst‘:a?ssa of Fixed Irgltlltjesatdr)flee water 35,56 0.00 89.21 0.00
Eﬁnxitﬁtee' (Group) Construction ggg " purchase  of g e parts 8,017.55 020 1657133 0.49
(E;g”xt t?ee' (Group) Construction Servicesreceived  Project fee 43,233.41 106 4857693 1.44
(B:E”Xt S‘ee' (Group) Construction Servicesreceived  Repair fee 24,660.36 061  15143.19 0.45
Benxi Steel (Group) Construction The purchase of Raw materia and
Co., Ltd. goods P supplementary 585.24 0.01 0.00
materials
e dS‘ee' (Group) Construction o ices recaived  Freight 698.98 0.02 815.38 0.02
Benxi  Stedl Grou Industrial
Dariopment Co Lt doads" " spareparts 3752 0.00 570.7 002
Benxi Steel (Group) Industria The purchase of Raw material and
Development Co. Ltd. goods P supplementary 16,967.69 0.42 8,942.94 0.26
materials
Benxi Steel (Group) Industria . . .
Development Co. Ltd. Services received Repair fee 4,173.06 0.10 1,214.79 0.04
Benxi Steel (Group) Industria . . .
Development Co. Ltd. Services received Freight 831.47 0.02 1,115.23 0.03
Benxi Steel (Grou Industrial i .
Development o CrouP) i“srsce?:s&‘ of Fixed  project fee 74407 0.02 855.81 0.03
Benxi Steel (Group) Construction & The purchase of Raw material and
Repairing Co. Ltd. goods P supplementary 1,904.74 0.05 488.56 0.01
materials
Seeg;‘i'ri%eio((ﬁ;g“p) Construction & Tsrsi‘f&‘ of Fixed b iect fee 3,004.62 007 8009.15 0.24
E:S;'ri%eio(ﬁg”p) Construction & - ooy icesreceived  Repair fee 16,079.74 049 1659376 0.49
Benxi Steel (Group) Electronics and  The purchase of Raw materid and 8,734.95 021 7,112.80 0.21

Notes to the financial statements Page 68



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

The content .-
Thetype of of related Pricin 2010 2009
Name related party art g and A . Ratio A . Ratio
. . moun moun
transactions party Poalicy (%) (%)
transactions
Gas Co. Ltd. goods supplementary
materials
g:goﬂlﬁ (Group) Electronics and T&rﬁce??ﬁ of Fixed Project fee 276.08 001 4859 0.00
gaegéoﬂeei (Group) Electronics and gggds purchase of Spare parts 9718 0.00 6771 0.00
giﬂo&gj (Group) Electronics and oo i vos received Repair services 1,959.61 0.05 817.64 0.02
(E;gwxl_ltdSteel (Group) Drilling Tools 'gll'ggdspurchase of Spare parts 1749.29 0.04 1.047.96 0.06
Benxi Steel (Group) New Industrial Labor  protection
Development Co. Ltd. Others fogs 605.65 0.01 1,006.50 0.03
Benxi Steel (Group) New Industrial The purchase of Raw materia and
Development Co. Ltd. 00ds P supplementary 38.83 0.00 149,51 0.00
9 materials
('-:'O?fgg'lgg Metalurgy ~ Technician oy o0 o Training fee 838.37 0.02 720.88 0.02
(":'oal"l’e’ggg Metallurgy  Technician ggg e o spare parts 1,617.09 004  2759.34 008
'T':zgi“rigg(:oBi':ga”g Sted & lIron ggg s purchase  of o material 574.65 0.01 444.67 0.01
gsgg Steel  (Group)  Education e Training fee 9.00 0.00 9.24 0.00
gsgg Sted (Group)  Education Tg‘f&‘ of Fixed b iectfee 76.07 0.00 584.26 0.02
II_?ﬁwgang Group International Trading gggds purchase of Raw material 44761318 13.23
Bengang Group International Trading ) : Import and export
L Services received agents fee 6,165.59 0.15 3,466.54 0.10
Ettzwgang Group International Trading Others ;gﬂleport equipment 33,174.42 0.98
E%ﬁ;ﬁgﬂ‘g Information and ggg s purchase  of g e narts 387.93 0.01 753.93 0.02
penxi Steq (Group) Information and - Purchases of Fixed  project fee 3195.77 008 285023 008
gg{“g‘ognelgmg“”ﬂ) dTherma‘ POWEr  sorvices received Heating costs 878.88 0.02 246257 0.07
. Raw materia and
gggoanfgm(gg“”ﬂ) dThe'ma‘ POWE'  birchaseof goods  supplementary 89.72 0.00 8.82 0.00
p ” ) materials
. . . Raw materia and
LBt%”gang Fireresistance Material Co. o\ e of goods  supplementary 51,499.90 126 4906281 145
’ materials
Benxi Steel (Group) News Center Others Print& mediafee 140.94 0.00
IB;gii(llJte Steel (Group) Designing Eg::ses of Fixed Project fee 17.144.37 042
ﬁg)t‘l:te Steel  (Group)  Designing o0 Design fees 15.30 000  1533.00 0.05
Do [ Stet (Growp) DesSonng - soryicesreceived  Repair 1310 0.00
Yinkou  Bengang International
Logistics Co., Ltd. Others Port charge
;‘E‘)’;‘{/iﬁrﬁo (ft’é’“p) Engineering  oovicesreceived  Project fee 30.00 0.00 10212 0.00
penxi Sted (Group) Medical €0 gvicesreceived  Medicia fee 17.79 0.00
Total 1,014,624.59 24.86 1'467'362'2 43.36
3. Related party transactions of selling goods or rendering services are as follows
. . Pricin 2010 2009
Name of the related Transaction Transaction and 9 Rati Rati
atio atio
party Type Content - Amount Amount
Policy (%) (%)
Benxi Steel (Group) Co., Ltd. Sales of goods Products 215,775.08 6.06
Benxi Steel (Group) Co., Ltd. Raw materiadl &
Sales of goods supplementary 22,134.45 0.48 52,599.78 148

materials& spare
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. . Pricin 2010 2009
Name of the related Transaction Transaction and 9 Rati Rati
atio atio
party Type Content - Amount Amount
Policy (%) (%)
parts
Benxi Steel (Group) Co., Ltd. Sales of goods Energy& Power Cost plus 171.67 0.00 13,939.46 0.39
Benxi Steel (Group) Co., Ltd. Rendering of service  Agency fees 6.38 0.00 264.38 0.01
_Er’f;%ﬂggL tgroup International s of goods Products 209,778.92 5.89
Dalian Boluole Steel TubeLtd.  Saesof goods Products 4,437.50 0.10 4,399.52 0.12
ggnaggﬁggga Tﬁge Z0M€ e of goods Products 227165 0.05 42,836.86 120
Shanghai Bengang Stee &
Iron Sales of goods Products 577.20 0.01
Trading Co., Ltd. 43,654.50 1.23
oo ﬂg Bengang Stedd & Iron e of goods Products 29,074.22 0.66 45,499.93 128
Benxi Steel (Group) Steel
Process Sales of goods Products 40,140.72 0.88 36,688.97 1.03
and Logistics Co. Ltd.
Benxi Steel (Group) Steel
Process Sales of goods Energy& Power Cost plus 75.22 0.00 59.54 0.00
and Logistics Co. Ltd.
E‘l%l)gtryacgd L tgGroup) Dahe Sales of goods Energy& Power Cost plus 64.95 0.00 193.02 0.01
Benxi Steel (Group) Industria
Development Co. Ltd. Sales of goods Products 249.77 0.01 759.43 0.02
Benxi Steel (Group) Industria Raw materiadl &
Development Co. Ltd. Sdles of goods i‘;’g‘f‘;‘g‘“y spare 5,370.72 012 5,283.47 0.15
parts
Benxi Steel (Group) Industrial
Development Co. Ltd. Sales of goods Energy& Power Cost plus 240.57 0.01
Eg?gructior?gs Ltd (Group) Sales of goods Products 186.92 0.00 76.09 0.00
o ( ) Raw materid &
Benxi St Group, supplementary
Construction Co., Ltd. Sales of goods materidst  spare 13,967.59 0.31 35,860.33 1.01
parts
gg?lgru ctionSt(.‘Tacell Lid (Group) Sales of goods Energy& Power Cost plus 750.02 0.02 817.98 0.02
Eﬂeja::ﬂ nery CSto eell_ d (Group) Sales of goods Energy& Power Cost plus 2,949.66 0.06 2,641.36 0.07
o ( ) Raw materid &
Benxi St Group, supplementary
Machinery Co., Ltd. Sales of goods materialst.  spere 779.63 0.02 9,101.80 0.26
parts
. o Rav  materia &
gg”xt . dStee' (Group) Mining oo of goods e ™ cpare 138,009.19 302 186,931.87 525
h ' parts
Benxi Steel (Group) Mining
Co. Ltd, Sales of goods Energy& Power Cost plus 70,394.37 1.54 64,024.86 1.80
g?)nxll i dSteeI (Group) Mining Rendering of service Freight revenue 1,733.54 0.04 1,093.18 0.03
Benxi Steel (Group) Mining ) .
Co. Ltd, Rendering of service  Agency fee 663.69 0.01 655.73 0.02
Benxi Steel (Group) New
Industrial Development Co.,  Sdesof goods Energy& Power Cost plus 31.59 0.00 38.16 0.00
Ltd.
Benxi Steel (Group) New ;a’vlmrjmag‘a' &
Industrial  Development Co.,  Salesof goods posliviat spare 99.50 0.00 56.36 0.00
Ltd. parts )
Benxi Stedl (Group) ;a;; lem”:i:‘;' &
Construction & Repairing Co.,  Saesof goods material st sare 0.84 0.00
Ltd. parts
Benxi Steel (Group)
Construction & Repairing Co.,  Salesof goods Energy& Power Cost plus 180.66 0.00 903.97 0.03
Ltd.
Benxi Steel (Group) ;a'“lm”;g ia &
Metallurgy Residues Co., Ltd., ~ Salesof goods posslivit spare 21,034.21 0.46 22,077.12 0.62
Ltd. parts
Benxi Steel (Group)
Metallurgy Residues Co., Ltd.,,  Salesof goods Energy& Power Cost plus 444.69 0.01 353.29 0.01

Ltd.
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. . Pricin 2010 2009
Name of the related Transaction Transaction and 9 Rati Rati
atio atio
art Type Content .
party yp Policy Amount (%) Amount (%)
Benxi Steel (Group)
Metalurgy Residues Co., Ltd.,  Rendering of service ~ Freight revenue 74.97 0.00 81.93 0.00
Ltd.
Benxi Steel (Group)
Electronicsand  Gas Co,, Ltd. Sales of goods Energy& Power 195.41 0.00 157.33 0.00
Bengang Puxiang Cool Rolling
Stedl Sheet Co., Ltd., Ltd., Sales of goods Products 653,244.28 14.30 494382.15 13.89
Cool ' Raw materid &

Bengang Puxiang Cool Rolling supplementary
Stedl Sheet Co., Ltd., Ltd. Sales of goods materialst  spare 45,040.16 0.99

parts 40,877.78 1.15
Bengang Puxiang Cool Rolling
Stedl Sheet Co,, Ltd., Ltd. Sales of goods Energy& Power Cost plus 33,153.91 0.73 33.505.14 0.94
Bengang Puxiang Cool Rolling . . .
Stedl Sheet Co., Ltd., Ltd., Rendering of service  Freight revenue 1,848.15 0.04 741.01 0.02
Bengang Puxiang Cool Rolling ) .
Stedl Sheet Co,, Ltd., Ltd. Rendering of service ~ Agency fee 214.69 0.00 20079 001
Benxi Steel (Group) Therma
Power Development Co., Ltd. Sales of goods Energy& Power Cost plus 6,757.02 0.15 452346 013
Benxi Steel (Group) Thermal )
Power Development Co., Ltd. Sales of goods Raw material 16,596.11 0.36 5,920.20 0.17
Benxi Steel (Group) Thermal ) .
Power Development Co., Ltd. Rendering of service  Agency fee 41.64 0.00 29.29 0.00
Benxi Steel (Group)
Red-estate Development Co.,  Salesof goods Energy& Power Cost plus 463.28 0.01 370.26 0.01
Ltd.
Benxi Steel (Group)
Engineering Supervision Co.,  Salesof goods Energy& Power Cost plus 0.60 0.00
Ltd.
(B:ce)nxll_tdSteel (Group) Medica Sales of goods Energy& Power Cost plus 84.76 0.00 28.12 0.00
Liaoning Met@lurgy e of goods Codl 1719 0.00 11592 0.00
Technician College
Bengang Fire-resistance
Material Co. Ltd. Sales of goods Energy& Power Cost plus 1,266.18 0.03 1,143.46 0.03
Bengang Fire-resistance . ] .
Material Co. Ltd. Rendering of service  Freight revenue 634.58 0.01 480.61 0.01
Bengang Fire-resistance .
Material Co. Ltd. Sales of goods Raw material 8,398.20 0.18 3,121.22 0.09
Bengang Fire-resistance . )
Material Co. Ltd. Rendering of service ~ Agency fee 21.50 0.00 15.61 0.00
Benxi Steel (Group)
Information Sales of goods Energy& Power Cost plus 24.16 0.00 12.25 0.00
and Automatic Tech. Ltd.
Benxi Steel (Group) Tengda
Holdings Ltd. Sales of goods Energy& Power Cost plus 1.39 0.00 0.43 0.00
Benxi Sted (Group) Drilling o 0 ¢ ooads Product 134.86 0.00 107.03 0.00
Tools Co., Ltd.
Tianjin Bengang Steel Plates
Process and L ogistics Co., Ltd Sales of goods Product 1,703.51 0.04
Tianjin Bengang Steel Plates .
Process and L ogistics Co., Ltd Sales of goods Raw material 23.73 0.00 113.95 0.00
(E;ai(;rSteel (Group) Education Sales of goods Energy& Power Cost plus 5.34 0.00 1.90 0.00
Tota 1,127,130.67 24.65 1,582,345.64 44.44

The principles for guiding the related party transactions are as follows:

The Company entered into several agreements, namely, “Land use right lease contract”,
“supplementary agreement of Land use right lease contract ” , “ Supplementary agreement No.2 of
Land use right lease contract supplementary agreement” and “Raw material and service rendering
agreement” successively on 28 December 2005,26 June 2008 and 15 April 2009 respectively. Those
agreements include the Group's providing the raw material, supplementary, supporting services, rent
and so on, to the Company and the Company’s sale of the raw materials, supplementary, energy,
accessories, usage of the trade mark, supporting services, waste materials to the Group. The
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following are the pricing policies:
A: The pricing of subjects purchased from Bengang Group
Pricing of raw materials:

Price of fine iron ore shall not be higher than the average customs C& F price from countries like Brazil
and Australiain the last half year, plusinland freight, port fee, and quality price adjustment.

Quality Price adjustment shall be based on the weighted average of imported fine iron ore in the first
half of year, and on the basis of 10 Yuan per ton to 1% of quality difference.

The transaction price of pellet ore is based on the market price for the same quality pellet ore

Price of scrap steel is co-determined by two transaction parties within the scale of the weighted average
price of purchasing from independent third parties by the company during the last month.

The price of chill plate is based on the weighted average price of selling price to the independent third
parties by the company during the last month plus RMB 363 processing fee and processing fee shall be
adjusted every year.

Cold rolling sheets and Galvanized sheet steel: based on market price.

Supplementary materials: As to the supplementary materials, such as lime, Fire-resistance materials,
ancillary materials, etc. provided by the Group is determined by market price

Accessories. the accessories produced by and purchased from the Group are carried out on market price.

Rental |ease fee of 2300mm hot rolling mill production line: based on the rental price according to lease
agreement signed by both parties.

Auto transportation: based on Market price.

Heating service of staff residence: based on National price.

Repairs and maintenance of plant and equipment: Negotiable according to the complexity and workload.
Designing and engineering: based on National price.

Engineering construction: the Price of the engineering construction service provided by the Group is
carried out on market price.

Copies, newspaper, media and other publications: based on National price.

Education facilities. the education facilities rental service, professiona technical education and staff
training are carried out on market price.

Agency services. Before the import and export permission is obtained, the import and export business of
the Company are deputized by the Group. This business is conducted as the normal business behavior.
The agency fee determined by the Group and the Company according to the specific affair is charged at
0.5%-1.5% of the total value of import or export goods. The agreed rate of agency fee of 2010 is 0.50%

After abtaining the export rights, the Company has the right to inform the Group to terminate the agency
relationship. The Group is not the sole agency, so the Company has the right to choose independent third
party as an agent.

Telephone, fax, television services: based on National price.

Use of Office Building: based on Market price.
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Business transportation: based on Market price.
Property management service: based on Market price.
Packing service: based on Market price.

Labor protection service: based on Market price.

Trademark: the trademark “Bengang” which is free to the Company permitted by The Group and the
Company should not alow others to use the trademark. The Company has the right to register its own
trade mark at any time.

B: The pricing of the salesto The Group:

Hot rolling of thin steel plates: The weighted average price of selling goods with same quality to third
parties in the preceding month.

Coke products and chemical products: based on market price.
Waste steel residue and residual iron: based on market price.

Public services: Public services provided to the Group by the Company such as the oxygen, nitrogen,
argon, blast furnace gas converter gas COG stream purified water new water central water  soft

water and so on are priced at full cost plus the national additional tax and rationa profit. The electricity
provided to the Group is based on the National price plus the cost of transfer the electricity.

Railway transportation, quality control, measuring and weighting: based on National price.
Scrap steel (containing iron): based on Market price.

Raw material, supplementary material and spare parts. based on purchase price of the Company plus
0.5%-1.5% purchasing fee. The agreed purchased expense of 2010 is 0.50%

Research and development service: the service provided by the Company, which could not be finished
by The Group, is priced on National price.

The selling price of continuous casting billet is based on the “agreement of selling steel billet” signed in
2008,, and the agreed selling price by both partiesis RMB 4623 per ton( before tax).

As to the leasing service of land use right provided by The Group, the two parties agree to determine
the price at 6.24 Yuan per sguare meter per year in accordance with the “Land Use Right Leasing
Agreement” which is been carried out by the Company and The Group.

4. Lease information of related parties
The explanation of lease of related parties:

In 2009, the Company leased 2300mm hot rolling mill production line from shareholder Benxi Steel
(Group) Co., Ltd. The value of the whole line amounts to 5 billion RMB. The stage from the effective
date of the lease contract to December 31st, 2009 is a testing period. Benxi Steel (Group) Co., Ltd
charged no rent and any loss related to the |ease subject is borne by Benxi Steel (Group) Co., Ltd and the
profit belongs to the company if thereis any.

The second stage: From January 1% 2010 to the end of the |lease period, the company will pay 30% of the
profit to Benxi Steel (Group) Co., Ltd as rent, and the annual rent will be no more than 5%(excluding
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5%) of the audited net assets, and any loss related to the lease subject will be borne by the company.

The 2300mm hot rolling mill production line made a profit of RMB 594,087,152.32 during 2010 and
need to pay the Benxi Steel (Group) Co., Ltd RMB 178,226,145.70 as a rent.

5. Information of Guarantee among related parties

Has the
Amount of Staring date Ending date uarant
Warrantor Warrantee g 9 9
Guarantee of Guarantee of Guarantee ee been
fulfilled
Benxi Steel (Group) Co., Ltd.
Bengang Steel Plates Co., Ltd 100,000,000.00  2007-12-3 2012-7-25 No
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 70,000,000.00 2007-4-30 2014-4-29
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 130,000,000.00  2007-4-30 2014-4-29
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 100,000,000.00  2007-12-3 2012-7-25
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 400,000,000.00  2008-4-29 2013-4-15
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 100,000,000.00  2010-7-1 2013-6-30
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 300,000,000.00  2010-7-2 2013-6-1
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 310,000,000.00  2010-7-2 2013-7-1
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 200,000,000.00  2010-4-14 2012-4-13
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 145,000,000.00 2010-4-14 2012-4-13
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 100,000,000.00  2010-4-29 2013-4-28
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd $60,000,000.00 2009-9-11 2012-9-10
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd $20,000,000.00  2009-9-25 2012-9-24
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd $20,000,000.00 2009-10-12 2012-8-24
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd $24,000,000.00  2009-10-20 2012-10-18
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd $20,000,000.00 2009-10-21 2012-10-5
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd JPY 393,992,000.00 1997-9-10 2027-9-10
Notes payable guarantee
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 22,165,677.33  2010-11-29 2011-5-29
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 153,500,000.00  2010-10-29 2010-4-29
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 271,288,110.23  2010-12 2011-06
Benxi Steel (Group) Co., Ltd. No
Bengang Steel Plates Co., Ltd 86,266,853.09  2010-11 2011-05

Description of Guarantee: The Benxi Steel (Group) Co., Ltd. offer guarantees for the shor-term and

long-term loans of the Company

Notes to the financial statements Page 74



Bengang Steel Plates Co., Ltd.
For the year ended 31 December 2010
Notes to the financial statements

6. Receivablesand payables of therelated parties

(1) Receivables of the Company

Ending balance(In RMB

Beginning balance (In

Related party 1Q thousand) RM B 10 thousand)
Carrying | Bad debt Carrying | Bad debt
value provision value provision
Accountsreceivable
Benxi Steel (Group) Machinery Co., Ltd. 8,729.28 698.83 11,168.18 334.22
Benxi Steel (Group) Thermal Power Development Co., Ltd. 1,650.90 2396.92
Benxi Steel (Group) Construction & Repairing Co. Ltd. 1,754.40
Benxi Steel (Group) Construction Co., Ltd. 1,691.40 13.00 7,909.86 381
Benxi Steel (Group) Industrial Development Co., Ltd. 6,540.99 24.54 1,803.36
Benxi Steel (Group) New Industrial Development Co., Ltd. 651.91 282.76 573.29 143.37
Bengang Fire-resistance Material Co. 6,631.10 15.22
Benxi Steel (Group) Metallurgy Residues Co., Ltd. 2,176.32 5,601.76
Benxi Steel (Group) Real-estate Development Co., Ltd. 0.75
Benxi Steel (Group) Medical Co., Ltd. 54.72 2.28
Subtotal 23,249.92 1,021.41 36,085.22 496.62
Prepayments
Bengang Group International Trading Ltd. 17,668.27
Benxi Steel (Group) Construction & Repairing Co., Ltd. 46.19
Benxi Steel (Group) Construction Co., Ltd. 2,295.51 4,369.49
Benxi Steel (Group) Industrial Development Co., Ltd. 17.19
Bengang Puxiang Cool Rolling Sted Sheet Co., Ltd. 516.94 1,604.02
Benxi Steel (Group) Machinery Co., Ltd. 2,253.13
Subtotal 2,812.45 25,958.29
Other receivables
Benxi Steel (Group) Engineering supervision Co., Ltd. 25.00 25.00 25.00 25.00
Benxi Steel (Group) Information and Automatic Tech. Ltd. 14.54
Benxi Steel (Group) Industrial Development Co., Ltd. 41.62 0.00
Benxi Steel (Group) Real-estate Development Co., Ltd. 700.40 11.15 222.18 0.00
Benxi Steel (Group) Electronics and Gas Co., Ltd. 163.63 147.63 0.00
Benxi Steel (Group) Education Center 27.10
Benxi Steel (Group) Co., Ltd. 52.20
Subtotal 982.87 36.15 436.43 25.00

(2) payables of the Company

Related party Endi ngobﬁlq gﬂ;no(l CT) RMB | Beginni ;g t?%l S:;:ne d()I nRMB
Accounts payable
Bengang Group International Trading Ltd. 183,896.93
Bengang Fire-resistance Material Co. 9,844.87 12,012.00
Liaoning Bengang Steel & Iron Trading Co., Ltd 457.33 281.88
Liaoning Metallurgy Technician College 979.03 142411
Benxi Steel (Group) Co., Ltd. 274.56
Benxi Steel (Group) Drilling Tools Co., Ltd. 280.13 803.79
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Ending balance(in RMB

Beginning balance (In RMB

Related party 10 thousand) 10 thousand)
Benxi Steel (Group) New Industrial Development Co., Ltd. 775.14 135
Benxi Steel (Group) Real-estate Development Co., Ltd. 921.53 594.82
Benxi _ S_teel (Group) Engineering construction and 8.80 39.48
suppervision Co.,Ltd
Benxi Xinye Clean& Care Operation Co., Ltd. 83.74
Benxi Yitong Tube Co., Ltd. 205.36
Benxi Steel (Group) Machinery Co., Ltd. 3,849.04 2,709.88
Benxi Steel (Group) Construction Co., Ltd. 52,105.38 1,089.45
Benxi Steel (Group) Mining Co., Ltd. 45,136.74 74,957.52
Benxi Steel (Group) Industrial Development Co., Ltd. 12,418.05 3,961.86
Benxi Steel (Group) Construction & Repairing Co., Ltd. 16,682.52
Benxi Steel (Group) Metallurgy Residues Co., Ltd. 2,118.73 4,898.44
Benxi Steel (Group) Information and Automatic Tech. Ltd. 3,436.69 1,601.62
Benxi Steel (Group) Electronics and Gas Co., Ltd. 1,811.18 1,005.12
Benxi Steel (Group) Designing Ingtitute 5,784.26 1,529.72
Benxi Steel (Group) Education Center 372.47 329.50
Benxi Steel (Group) Thermal Power Development Co., Ltd. 115.29 10.32
Subtotal 340,994.11 107,814.52
Notes payable
Benxi Steel (Group) Construction Co., Ltd. 69.60 864.03
Benxi Steel (Group) Industrial Development Co., Ltd. 994.69 2,137.34
Benxi Steel (Group) Drilling Tools Co., Ltd. 59.98
Liaoning Bengang Steel & Iron Trading Co., Ltd 123.84 210.00
Benxi Steel (Group) New Industrial Development Co., Ltd. 16.63 10.00
Bengang Fire-resistance Material Co. 2,100.00
Benxi Steel (Group) Information and Automatic Tech. Ltd. 14.50 475.09
Benxi Steel (Group) Machinery Co., Ltd. 15.04 2,388.61
Benxi Steel (Group) Real-estate Development Co., Ltd. 21.45 367.90
Benxi Steel (Group) Electronics and Gas Co., Ltd. 32.00 881.00
Benxi Steel (Group) Construction & Repairing Co., Ltd. 35.50 330.60
Liaoning Metallurgy Technician College 34.56 786.30
Subtotal 1,417.79 10,550.87
Other payables
Benxi Steel (Group) Machinery Co., Ltd. 4.53 382.70
Benxi Steel (Group) Construction & Repairing Co., Ltd. 56.69 513.48
Benxi Steel (Group) Industrial Development Co., Ltd. 354.13 1,052.63
Benxi Steel (Group) Construction Co., Ltd. 783.98 8,944.11
Benxi Steel (Group) Real-estate Development Co., Ltd. 25.00
Benxi Steel (Group) Information and Automatic Tech. Ltd. 87.54 949.67
Benxi Steel (Group) New Industrial Development Co., Ltd. 1.00 252.14
Benxi Steel (Group) Electronics and Gas Co., Ltd. 1.00 303.47
Benxi Steel (Group) Education Center 2.78 395.32
Bengang Fire-resistance Material Co. 45.99
Benxi Steel (Group) Designing Institute 135.01
412.57

Liaoning Metallurgy Technician College
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Related party

Ending balance(In RMB

Beginning balance (In RMB

10 thousand) 10 thousand)

Benxi Steel (Group) Mining Co., Ltd. 3.54

Benxi Steel (Group) Steel Process and Logistics Co., Ltd. 24.70
Benxi Steel (Group) Co., Ltd. 28,125.70 14,460.68
Benxi Steel (Group) News Center 422.69 386.84
Bengang Puxiang Cool Rolling Steel Sheet Co., Ltd 94.79
Benxi Steel (Group) Thermal Power Development Co., Ltd. 1,438.56 1,416.77
Benxi Steel (Group) Metallurgy Residues Co., Ltd. 45.09
Subtotal 31,282.14 29,840.96
Advance from customers

Dalian Boluole Steel Tube Ltd. 1,146.25 843.93
Benxi Steel (Group) Steel Process and Logistics Co., Ltd. 634.04 3,796.53
Benxi Steel (Group) Construction Co., Ltd. 17.58 17.58
Benxi Steel (Group) Industrial Development Co., Ltd. 1.85 640.29
Guangzhou Free Trade Zone Bengang Sales Co., Ltd. 2,745.58 4,934.74
Benxi Steel (Group) Drilling Tools Co., Ltd. 120.18

Liaoning Bengang Steel & Iron Trading Co., Ltd 3,932.11 2,403.13
Shanghai Bengang Steel & Iron Trading Co., Ltd. 548.13 191
Tianjin Bengang Steel Plates Process and L ogistics Co., Ltd 2,386.46 2,050.00
Benxi Steel (Group) New Industrial Development Co., Ltd. 0.07
Liaoning Metallurgy Technician College 29.33
Benxi Steel (Group) Medical Co., Ltd. 121
Benxi Steel (Group) Metallurgy Residues Co., Ltd., 0.10
Benxi Steel (Group) Machinery Co., Ltd. 233.05 38.26
Benxi Steel (Group) Culture Center 0.42
Benxi Steel (Group) Tengda Holdings Ltd. 0.27
Tianjin Bengang Longxing Steel Process Co., Ltd. 300.00

Subtotal 12,065.23 14,757.77

7. Contingencies

At the balance sheet date, no significant contingencies need to be disclosed.

8. Commitment

1. External investment contract signed but not yet carried out or fully

carried out and itsfinancial expenditure

The capital construction and equipment purchase contract signed in 2009 but not yet

carried out is equal to RMB233.65 million, The total of RMB1,188.98 million is to be

paid for the capital construction and equipment purchase contract already signed but not

yet to be finished

2. Lease contract already signed or to be carried out and its financial

impact
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0.

10.

)

)

1) Operating lease commitment: As to the leasing service of land use right provided by
The Group, the two parties agree to determine the price at 6.24 Yuan per square meter per
month in accordance with the “Land Use Right Leasing Agreement” which is been
carried out by the Company and The Group. The total area of land is 7,669,068.17 square

meters and the total annual rent is RMB 57,426,000.00

2) On March 18th, 2009, “The proposal of leasing 2300mm hot rolling mill production
line from Benxi Steel (Group) Co., Ltd” had been passed on the thirteenth meeting by the
Fourth Board of Directors. According to the proposal, the company will lease the
2300mm hot rolling mill production line invested and constructed by Benxi Steel (Group)
Co., Ltd, Including but not limited to plants, machinery and equipment, subsidiary
buildings, ancillary facilities and assets invested in testing by the lessor, which are related
to the 2300mm hot rolling mill production line.

The rent was agreed by both parties as follows:

The first stage: From the effective date of the lease contract to December 31st, 2009. This
stage is atesting period for the lease subject. Benxi Steel (Group) Co., Ltd will charge no
rent and any loss related to the lease subject will be borne by Benxi Steel (Group) Co.,
Ltd and the profit belongs to the company if thereis any.

The second stage: From January 1% 2009 to the end of the lease period, the company will
pay 30% of the profit to Benxi Steel (Group) Co., Ltd as rent, and the annual rent will be
no more than 5%(excluding 5%) of the audited net assets, and any loss related to the
lease subject will be borne by the company.

The period of the lease contract is from the effective date to December 31% 2011.

Subsequent event
Up to the issue date of thisreport , the non-adjusting events after the balance sheet date
mainly includes the following:

1. The Company have received al Notes receivables matured

2. On 18" April 2011, on the fifth meeting of the Fifth board of directors, the Company decides to
dispatch the cash dividend of RMB 1 yuan (before tax) for every ten shares to al shareholders
based on the year-end shares of 3,136,000,000.00. The cash dividend totaled RMB 313,600,000.00 .
The above proposal will be carried out after approval by general meetings of the sharehol ders.

Others

Non-monetary transaction
No Non-monetary transaction needs to be disclosed.

Other important Items
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1.Benxi Group International Economic and Trade Co., Ltd is a wholly-owned subsidiary of
Benxi Steel (Group) Co., Ltd, which is the import agent of the company. In 2009, because of its
lack of credit limit, Benxi Group International Economic and Trade Co., Ltd used the RMB 800
million credit limit of the Company in the Industriadl and Commercial Bank of China Benxi
branch. Up to the date of issuing this report, the amount of letters of credit not due is RMB
65,947,901.79.
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11. Notesto thefinancial statements of the parent company
D Accountsreceivables

1. accountsreceivables

Ending balance

Per centage
Item Carrving value of thetoal Provison for Bad debt
ying accounts bad debt ratio(%)

receivable(%)

Individually significant and

tested for impairment

individualy

accounts receivable tested for

impai rment by portfolio 808,236,347.68 100.00 408,105,274.76 50.49

Other insignificant items but

tested for impairment

individually

Total 808,236,347.68 100.00 408,105,274.76 50.49

Beginning balance
Per centage
Item Amount of thetoal Provison for Bad debt
accounts bad debt Ratio(%)

receivable(%)

Individually significant and

tested for impairment

individualy

accounts receivabl e tested for

impairment by portfolio 1,113,706,678.28 100.00 377,198,128.45 33.87

Other insignificant items but

tested for impairment

individualy

Total 1,113,706,678.28 100.00 377,198,128.45 33.87

2. Accounts receivable tested for impair ment by portfolio

Ending balance

[tem Carrying value Per centage of'thetoal Provison for
accountsreceivable(%) bad debt
Within 1 year 329,323,169.55 40.75
1-2years 39,052,930.65 483 1,952,646.53
2-3 years 42,134,524.07 5.21 8,426,904.82
Over 3years 397,725,723.41 49.21 397,725,723.41
Total 808,236,347.68 100 408,105,274.76
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Beginning balance

Item Carrving value Per centage of the toal Provison for
ying accountsreceivable(%) bad debt
Within 1 year 603,876,063.14 54,22
1-2 years 89,189,801.88 8.01 4,459,490.09
2-3years 50,877,718.63 5.38 11,975,543.73
Over 3 years 360,763,094.63 32.39 360,763,094.63
Total 1,113,706,678.28 100.00 377,198,128.45

3. No accounts receivable, which had been fully impaired or made a large proportion of bad

debt provison last year, has been fully recovered or taken back a huge proportion thisyear.

4. No accountsreceivable has been written off this year

5. Thetop five debtors at the year end

Ratio of the

Name Relationship Amount Aging  toal accounts
receivable(%)

Benxi Sted (Group) Machinery

Co.. Ltd Related party 87,292,806.56  within 2year 10.80
[Bf:/); Osptﬁflefég“pz d e party 65,400,835.85  within 1 year s00
China Petroleum Material Co., Ltd.  gyppier 23,666,032.32  Within 1 year 203
gggasnhgeguéloang tSOOI Rolling Related party 21,110,991.70  within 1 year 261
Total 245,337,919.33 30.35

@)

6. Within the aforesaid balance, there is no amount due from the shareholders that hold 5%

or more of the company’svoting shares.

7. The accountsreceivables of related partiesare disclosed in Note 6 .

Other receivables

1. Other receivables
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Ending balance

Percentage :
Item Carrying value of thetotal other Prg\éldst()jr;gor Ba(_j d;bt
receivable(%) t ratio(%)
Individually significant and
tested for impairment
individualy
accounts receivable tested for 292,919,204.96 99.41 73,933,493.35 25.24
impairment by portfolio
Other insignificant items but
tested for impairment 1,740,000.00 0.59
individually
Total 294,659,204.96 100.00 73,933,493.35 25.24
Beginning balance
Percentage :
Item Amount of the total other Prg\éldst()jr;gor BRad_deot/)t
receivable(%) t atio(%)
Individually significant and
tested for impairment
individualy
accounts receivable tested for 263,245,243.84 99.34 54,709,463.97 20.78
impairment by portfolio
Other insignificant items but
tested for impairment 1,740,000.00 0.66
individually
Total 264,985,243.84 100.00 54,709,463.97 20.78
2. Other receivablestested for impairment by portfolio:
Ending balance
Item Carrvina value Per centage of the toal Provison for
ying other receivable(%) bad debt
Within 1 year 201,454,501.88 68.77
1-2years 9,109,359.62 311 455,467.98
2-3years 11,096,647.61 3.79 2,219,329.52
Over 3years 71,258,695.85 24.33 71,258,695.85
Total 292,919,204.96 100 73,933,493.35
Beginning balance
[tem Carrving value Per centage of thetoal Provison for
ying other receivable(%) bad debt
Within 1 year 194,395,933.32 73.84
1-2years 3,184,114.22 121 159,205.71
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2-3years 13,893,672.55 5.28 2,778,734.51
Over 3 years 51,771,523.75 19.67 51,771,523.75
Total 263,245,243.84 100 54,709,463.97

3. Bad debt provision for individually significant other

insignificant other receivablesfor which impairment test has been carried out:

receivables and individually

Carrying Bad debt Bad debt
Name o : Reason
value provision ratio(%)
Finance Bureau of
Benxi Japanese Loan
Sinking fund 1,740,000.00 0.00 0.00 Sinking Fund
Total 1,740,000.00 0.00 0.00

4. No other receivables, which had been fully impaired or made a large proportion of bad debt

provison last year, has been fully recovered or taken back a huge proportion thisyear.

5. No other receivables has been written off thisyear.

6. Top five debtorsat the year end

Nature or

Name Relationship content Amount Aging Ratio(%)
Zf‘”dtaj Bengang Stedl Sales Subsidiary gctgﬁms 58,127,128.68 "i’;‘;{‘ 19.73
NS ey T mmrsso
galanejslrll_gtd Bengang Material Subsidiary gcfgﬁ'r‘;s 15.397.941.32 VX;Q;? 593
g;‘?;gfg”_“ Bengang  Sted Subsidiary i{gﬂs 13,703,800.97 Wi;t“.arrll 4.65

7. On 31 December 2010, within the aforesaid balance, there is no amount due from the

shareholderswho holds 5% or more the voting shares of the Company.

8. Asto the ending balance of other receivables with regard to related parties, please refer to

the Note 6.
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3 Long-term equity investments

(In RMB 0.00)
Per centage . .
Name of investee M ethod Initial Beginning Changes Ending of gg;?/ec;tiﬁg shareholding is Imrpal nignﬁ)al:o oﬁ&?e
investment cost balance 9 balance shareholdin . 9 ntp
rights . - ment vision nd
g voting rights)

Harbin Bengang Steel Cost
& Iron Sales Ltd, method 423,398.23 423,398.23 423,398.23 100% 100%
Changchun  Bengang Cost
Stedl Sales Ltd, method -1,355,124.64 -1,355,124.64 -1,355,124.64 100% 100%
Tianjin Bengang Cost
Stedl Trading Ltd. method 33,318,095.80 33,318,095.80 33,318,095.80 100% 100%
Yantai Bengang Steel Cost
Sales Ltd. method 19,600,329.41 19,600,329.41 19,600,329.41 100% 100%
Nanjing Bengang Cost
Material Sales Ltd. method 2,081,400.65 2,081,400.65 2,081,400.65 100% 100%
Wuxi Bengang Steel Cost
Sales Ltd. method 936,718.57 936,718.57 936,718.57 100% 100%
Xiamen Bengang Steel Cost 0 0
Sales Ltd, method 1,095,711.66 1,095,711.66 1,095,711.66 100% 100%
Guangzhou Benggang Cost 0 0
Trading Co., Ltd mehod 1,000,000.00 1,000,000.00 1,000,000.00 100% 100%
Shanghai Benggang Cost
Metallurgy Science and 5,000,000.00 5,000,000.00 5,000,000.00 100.00 100.00

method
Technology Co., Ltd.
Benggang Steel Cost
Liaoyang Pallete Co., hod 477,607,647.49 477,607,647.49 477,607,647.49 100% 100%
Ltd. metho
Bengang Cold-rolled Cost
Stainless Steel 260,000,000.00 260,000,000.00  260,000,000.00 100.00 100.00

method
Dandong Co., Ltd.
Dalian Benruitong Cost
automobile  material 65,000,000.00 65,000,000.00 65,000,000.00 65.00 65.00

method
technology Co., Ltd.
Tianjin Bengang Longxing Cost
Sted Process Co., Ltd. method 3,888,980.00 3,888,980.00 3,888,980.00 20.00 20.00
Zonggang  Shanghai Cost
Steel Process Co., L td. method 10,058,250.00 10,058,250.00 10,058,250.00 15.00 15.00
Total 878,655,407.17 539,708,177.17  338,947,230.00  878,655,407.17
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Note to the long-term equity investment: the Company has invested a wholly-owned enterprise the Bengang Cold-rolled Stainless Steel Dandong Co., Ltd. in
Dandong and Dalian Benruitong Automobile Material Technology Co., Ltd. isjointy set up in Dalian by the Company, Hubei Huitong Gongmao Group Co., Ltd. and
Wuhu Ruichuang Investment. Tianjin Bengang Longxing Steel Process Co., Ltd. and Zonggang Shanghai Steel Process Co., Ltd. are associates.
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(4)

Operating revenue and cost

1.0Operating revenue

Item 2010 2009
Operaling reventie from 39,593,568,130.60 29,278,122,198.76
principal business
Other operating revenue 5,398,992,125.45 5,082,483,142.97
Total 44,992,560,256.05 34,360,605,341.73
Operating cost 40,438,137,117.10 32,805,950,140.59
2. Principal operating revenue classified by businessindustry
2010 2009
Item Principal Principal Principal Principal
operating . operating 3
oper ating cost operating cost
revenue revenue
(2) Industry 39,593,568,130.60  35,369,810,515.36  29,278,122,198.76  27,799,157,484.56
Total 39,593,568,130.60  35,369,810,515.36 29,278,122,198.76  27,799,157,484.56
3. Principal operating revenue classified by products variety
2010 2009
Item Principal Principal Principal Principal
operating . operating -
oper ating cost operating cost
revenue revenue
Steel Plates 38,971,634,958.45 34,780,042,922.04  26,669,887,686.62  25,944,999,552.62
Steel Billet 3,314,515.89 2572,217.25  2,209,695527.00  1,444,121,266.88
Others 618,618,656.26 587,195,376.07 398,538,985.14 410,036,665.06
Total 39,593,568,130.60 35,369,810,515.36  29,278,122,198.76  27,799,157,484.56
4_Principal operating revenue classified by areas
2010 2009
Area Principal Principal Principal Principal
operating - operating .
operating cost oper ating cost
revenue revenue
Northeast 13,032,483,399.55  11,642,205,796.31 12,044,100,762.81  11,435,701,087.40
North China 5,905,580,448.15 5,275,585,689.71  5,168,386,606.69  4,907,309,022.25
East China 10,310,621,685.95 9,210,706,499.72  7,908,700,756.61  7,509,198,040.05
Northwest 113,561,738.11 101,447,213.48 33,501,265.03 31,808,971.09
Southwest - 5,895,455.60 5,597,650.61
Middle south 4,126,139,483.29 3,685,971,701.33  2,017,197,711.72  1,915,300,321.68
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(®)

2010 2009
Area Principal Principal Principal Principal
operating operating cost operating oper ating cost
revenue revenue
Export 6,105,181,375.55 5453,893,614.81  2,100,339,640.30  1,994,242,391.48
Total 39,593,568,130.60 35,369,810,515.36  29,278,122,198.76  27,799,157,484.56

5. Top five clients' principal operating revenueisasfollows

Per centage of total

. Principal .
Ranking operating revenue operating
P 9 revenue(%)
Bengang Puxiang Cool Rolling Steel Sheet Co.,
Ltd. 6,532,442,804.05 1452
Hengxin International Resources Co., Ltd. 1,659,536,361.00 3.69
Yantai Bengang Steel Sales Ltd. 1,392,009,526.66 3.09
Shanghai Benggang Metalurgy Science and
Technology Co., Ltd. 1,220,189,988.25 2.71
DUFERCO SA 902,519,546.25 201
Total 11,706,698,226.21 26.02
Supplementary information for Satement of Cash Flow
Item 2010 2009

1. A reconciliation of net profit to cash flows from
operating activities
Net profit 755,124,301.63 -1,612,307,951.48
Add Asset impairment losses 59,523,718.92 100,067,127.09
Depreciation and amortization 1,676,150,565.72 2,541,815,216.03
Amortization of intangible assets
Long-term prepayment amortization
Losses proceeds from disposal of PPE intangible assets
and other long-term assets (Earnings marked” ) 103,089,588.74 95,492,403.92
Scrapped losses from fixed assets, real estate investment
Fair value losses(Earnings marked* )
Financial expenses(Earnings marked* ") 309,425,100.53 139,865,962.62
Investment losses(Earnings marked” )
Deferred tax assets reduction(Addition marked* ) 21,103,319.87 193,218,870.67
Deferred tax liabilities increased(Reduce marked* ")
Reduction of inventory(Addition marked” ") -2,122,623,871.12 459,376,905.80
Operatlpg ) receivable  items  reduction(Addition 534,955,907.34 801,166,401.54
marked )
Operating payable itemsincrease(Minus marked* " ) 1,324,154,150.74 2,443,743,260.51
Others
Net cash flow Generated from operating activities 2,660,902,782.37 3,560,105,393.62

2. Payments of investment and fund-raising activities do
not involve cash

Liabilitiestransferred to capital

Convertible bonds due within one year
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Item 2010 2009
Fixed assets financed by leasing

3. The net increase in cash and cash equivalents

Ending balance of the monetary funds 1,144,055,465.80 1,324,990,582.40
Minus Opening balance of the monetary funds 1,324,990,582.40 1,840,720,448.33
Add Ending balance of cash equivaents

Minus Opening balance of cash equivalents

The net increase in cash and cash equivalents -180,935,116.60 515,729,865.93

12.  Supplementary information

(0] Details of Non-recurring profit and loss
Item Amount Notes
Gains and losses from disposal  of
non-current assets including the write-off of -103,090,249.31

the provision of asset impairment

Gains and losses included in the current

period of government subsidies, excluding

those government grants which are closely

related to normal business and in line with 1,881,326.47
national policy , or in accordance with fixed

standards or quantities

Gain from debt restructuring 7,277,701.25
Non-operating income and expenditure in )
addition to the above items 4,242,935.44
The impact of income tax -394,204.72
Total -98,568,361.75
(2) Net asset yield and Earnings per Share
Profit in the Reporting Weighted average net Earning per share
Period assetsyield(%) Basic EPS Diluted EPS
Net profit attributable to 6.35 0.295 0.295

ordinary shareholders

Net profit attributable to

ordinary shareholders after 703 0.327 0.327
deducting non-recurring

profit and loss

13. Difference between financial statements prepared under the PRC GAAP and IFRS
Other than the differences in the classifications of certain financial accounts and the difference described

below, there are no materia differences between the Company’s financial statements prepared under the
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PRC GAAP and IFRS. The mgjor differences are the revalued assets and its depreciation. Certain assets
of the Company are stated at their revalued value in the financial statements prepared under IFRS while
they are stated at cost in the financial statements prepared under the PRC GAAP. Therefore the
depreciation of these assets under IFRS and the PRC Accounting Rules and Regulations differs. The

effects of the differences are as follows:

Effects of major differences between the PRC GAAP and IFRS on net profit are analyzed as

follows:
ltem Note 2010 2009
RMB’000 RMB’000

Profit under the PRC GAAP 925,322 -1,545,191

Adjustment:
- Depreciation on revalued assets 7,069 -11,316
- Disposal of revalued assets 9,734 -30
Subtotal -16,303 -11,346
Profit under IFRS 908,519 -1,556,537

Effects of major differences between the PRC GAAP and IFRS on total equity are analyzed as

follows:
2010 2009
Item Note
RM B’ 000 RM B’ 000

Total equity under the PRC GAAP 15,045,315 14,124,643
Adjustments:

- Revaluation of assets 321,764 321,764

- Depreciation on revalued assets 281,476 -274,407

- Disposal of revalued assets -21,417 -11,683

Subtotal 18,871 35,674
Total equity under IFRS 15,064,186 14,160,317

14. Theapproval of thefinancial statements

The Financial Statements and Notes of the Company have been approved by the board of directors of
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the Company on April 18th, 2011

Bengang Steel Plates Co., Ltd.

18 April 2011
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