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VI.

VII.

VI

Xl.

The Board, the Supervisory Committee and directors, supervisors and senior management of the
Company warrant that there are no false representations, misleading statements contained in or
material omissions from this interim report and individually and collectively accept full responsibility
for the truthfulness, accuracy and completeness of the contents hereof.

All directors of the Company attended Board meetings.

This interim report has not been audited.

Mr. Xie Zhixiong, head of the Company, and Mr. Zou An, the Chief Financial Officer and Ms. Lei
Xiaodan, the Chief Accountant, have declared that they guarantee the truthfulness, accuracy and
completeness of the financial statements in the interim report.

The profit distribution proposal or proposal to transfer capital reserve to share capital for the
Reporting Period as approved by the Board by way of resolution

Nil
Risk warning in respect of forward-looking statements

Applicable |:| Not applicable

The forward-looking statements in this interim report, such as the future plans, are subject to
uncertainties and do not constitute the Company’s substantive undertakings to investors. Investors
should pay attention to investment risks.

Is there any non-operational fund occupancy by the controlling shareholder or its related party?

No

Is there any provision of external guarantee by the Company in violation of the stipulated decision
making procedure?

No

Whether more than half of the directors cannot guarantee the truthfulness, accuracy and
completeness of the interim report disclosed by the Company or not

No
Major Risk Warning
No

Others

|:| Applicable Not applicable

2023 Interim Report



Section | Definitions

Unless the context otherwise requires, the following expressions have the following meanings in this report:

DEFINITIONS OF COMMON TERMS

CSRC

SSE

HKEXx

China Baowu, Baowu Group

Strategic Emerging Fund

Sichuan Desheng, Desheng Group

Changshou Iron & Steel, controlling
shareholder

Company, Chongging Iron & Steel
Group

General Meeting

Board

Supervisory Committee

Companies Law
Securities Law
Articles of Association
Reporting Period

RMB, RMB’000, RMB0’000,
RMB00’000'000

China Securities Regulatory Commission
Shanghai Stock Exchange

The Stock Exchange of Hong Kong Limited
China Baowu Steel Group Corporation Limited

Chongging Strategic Emerging Equity Investment Fund Partnership
(Limited Partnership)

Sichuan Desheng Group Vanadium & Titanium Co., Ltd.

Chongging Changshou Iron & Steel Company Limited

Chongging Iron & Steel Company Limited

Chongging Iron & Steel Company Limited and its subsidiaries

the general meeting of Chongging Iron & Steel Company Limited
the board of directors of Chongging Iron & Steel Company Limited

the supervisory committee of Chongqging Iron & Steel Company
Limited

the Companies Law of the People’s Republic of China

the Securities Law of the People’s Republic of China

Articles of Association of Chongging Iron & Steel Company Limited
From 1 January 2023 to 30 June 2023

RMB yuan, RMB thousand yuan, RMB ten thousand yuan, RMB
hundred million yuan

Chongging Iron & Steel Company Limited
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Section Il  Company Profile and Major Financial Indicator

. COMPANY INFORMATION

Chinese name

Abbreviation of Chinese name
English name

Abbreviation of English name
Legal representative

EEFMERNOABERAR]

Chongging Iron & Steel Company Limited
CISC

Xie Zhixiong

. CONTACT INFORMATION

Secretary to the Board Securities Representative
Name Zou An Peng Guoju
Correspondence No. 2 Jiangnan Avenue, Jiangnan Street, No. 2 Jiangnan Avenue, Jiangnan Street,
address Changshou District, Chongging Changshou District, Chongging
Telephone 86-23-6898 3482 86-23-6898 3482
Fax 86-23-6887 3189 86-23-6887 3189
E-mail ir_601005@baowugroup.com ir_601005@baowugroup.com

lll. CHANGES IN BASIC INFORMATION

Registered address

Historical changes in registered
address

Office address

Postal code of office address

Website

E-mail

Query index for the change
during the Reporting Period

2023 Interim Report

No. 2 Jiangnan Avenue, Jiangnan Street, Changshou District,
Chongging

No. 30 Gangtie Road, Dadukou District, Chongging

No. 1 Gangcheng Avenue, Changshou Economic Development
Zone, Chongging

No. 2 Jiangnan Avenue, Jiangnan Street, Changshou District,
Chongqging

401258

http://www.cqgt.cn

ir_601005@baowugroup.com

There are no changes incurred during the Reporting Period



Section Il

V.

VL.

Company Profile and Major Financial Indicator (Continued)

CHANGE IN DISCLOSURE OF INFORMATION AND PLACE FOR

INSPECTION

Name of newspapers designated
by the Company for information
disclosure

Website for posting the interim
report

Place for inspection of the interim
report

Query index for the change
during the Reporting Period

China Securities Journal, Shanghai Securities News, Securities
Times and Securities Daily

http://www.sse.com.cn (SSE)
https://www.hkexnews.hk (HKEXx)

Secretariat of the Board of the Company

There was no change during the Reporting Period

BASIC INFORMATION ABOUT THE SHARES OF THE COMPANY

Class of Abbreviated Stock name
shares Place of listing name Stock code before change
A shares Shanghai Stock Exchange ~ Chongging Iron & Steel 601005 N/A

H shares  The Stock Exchange of Chongging Iron 01053 N/A

Hong Kong Limited

OTHER RELATED INFORMATION

|:| Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section I Company Profile and Major Financial Indicator (Continued)

VIl. KEY ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE

COMPANY

() Key Accounting Data

Key accounting data

Revenue

Net profit attributable to
shareholders of the Company

Net profit attributable to
shareholders of the Company
after deducting non-recurring
profit or loss

Net cash flow from operating
activities

Unit: RMB  Currency.: Renminbi

This Reporting

Period (January Same period
to June) last year

20,994,831,477.22 18,016,175,802.82

-434,740,206.19 516,416,390.18

-446,804,937.39 546,619,211.44

414,520,654.04 936,510,963.14

Change from the
same period of
last year to this

Reporting Period

(%)
16.53

-184.18

-181.74

-65.74

Net assets attributable to
shareholders of the Company
Total assets

At the end of the At the end of
Reporting Period last year

20,909,066,001.41 21,341,917,700.36
37,951,369,960.61 39,364,800,403.02

Change from the
end of last year

to the end of the
Reporting Period
(%)

-2.03
-3.59
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Section Il Company Profile and Major Financial Indicator (Continued)

VIl. KEY ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE
COMPANY (CONTINUED)
(I1) Key Financial Indicators

Change from the
This Reporting same period of

Period (January Same period last year to this
Key financial indicators to June) last year Reporting Period

(%)

Basic earnings per share

(RMB per share) -0.05 0.06 -183.383
Diluted earnings per share
(RMB per share) -0.05 0.06 -183.33

Basic earnings per share after
non-recurring profit or loss

(RMB per share) -0.05 0.06 -183.33
Weighted average return on net Decreased by 4.34

assets (%) -2.06 2.28 percentage points
Weighted average return on net

assets after deducting non- Decreased by 4.53

recurring profit or loss (%) -2.12 2.41 percentage points

Explanation on the major financial data and financial indicators

I:I Applicable Not applicable

VII. DIFFERENCE IN ACCOUNTING DATA BETWEEN THE PRC
ACCOUNTING STANDARDS AND OVERSEAS ACCOUNTING
STANDARDS

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section I Company Profile and Major Financial Indicator (Continued)

IX. NON-RECURRING PROFIT OR LOSS ITEMS AND AMOUNTS
Applicable I:I Not applicable

Unit: RMB  Currency: Renminbi

Note (if

Non-recurring profit or loss Amount applicable)

Gains or losses on disposal of non-current assets 6,380,758.48
Tax relief and reduction with approval exceeding authority

or without formal approval or of non-recurring nature
Government grants included in the profit or loss for the

period (except for those closely related to the ordinary

businesses of the Company, in compliance with the

requirements under the State’s policies, and continuously

entitled to quantitative or qualitative government grants

according to certain standards) 6,267,011.94
Capital occupancy fee from non-financial enterprises
recognized through profit or loss 460,608.08

Gains arising from investment costs for acquisition of
a subsidiary, an associate and a joint venture by the
enterprise being less than its share of fair value of
identifiable net assets of the investee on acquisition

Gain or loss on exchange of non-monetary assets

Gain or loss on entrusted investments or assets under
management

Provision for impairment on assets due to force majeure
events, such as natural disasters

Gains or losses on debt restructuring

Corporate restructuring costs, such as employee
redundancy pay and integration costs

Gain or loss on transactions with obviously unfair transaction
price for amount which exceeds fair value

Net gains or losses of subsidiaries for the current
period from the beginning of the period to the date of
combination arising from business combination under
common control

Gain or loss on other contingencies which are not related to
the Company’s normal operations

8 2023 Interim Report



Section Il Company Profile and Major Financial Indicator (Continued)

IX. NON-RECURRING PROFIT OR LOSS ITEMS AND AMOUNTS
(CONTINUED)

Note (if

Non-recurring profit or loss Amount applicable)

Gains or losses on changes in fair value of financial assets
held for trading, derivative financial assets, financial
liabilities held for trading, and derivative financial liabilities
and investment income from disposal of financial assets
held for trading, derivative financial assets, financial
liabilities held for trading, derivative financial liabilities
and other equity investments, excluding those arising from
effective hedging business related to operating activities

Reversal of the provision for impairment of receivables
and contract assets which are tested individually for
impairment

Gains or losses from entrusted loans

Gain or loss arising from changes in fair value of investment
properties under fair value model on subsequent
measurement

Effect of one-time adjustment to current profit or loss
according to the requirements of tax and accounting laws
and regulations on current profit or loss

Entrusted fee income from entrusted operations

Other non-operating income and expenses apart from the
above mentioned 1,085,422.91

Other gain or loss items meeting the definition of non-
recurring gains or losses

Less: Effects on income tax 2,129,070.21

Effect of minority interests (after tax)

Total 12,064,731.20

Regarding the Company’s definition of extraordinary gains or losses items according to the Explanatory
Announcement on Information Disclosure by Companies Offering Securities to the Public No. 1 -
Extraordinary Gains or Losses, the reasons for the defining of the extraordinary gains or losses items
as illustrated in the Explanatory Announcement on Information Disclosure by Companies Offering
Securities to the Public No. 1 — Extraordinary Gains or Losses as recurring profit or loss items should
be provided.

I:I Applicable Not applicable
X. OTHERS

Applicable v | Not applicable
I:I of 3 Chongging Iron & Steel Company Limited 9
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Section Il Management Discussion and Analysis

. EXPLANATION ON THE SITUATION OF THE COMPANY’S INDUSTRY
AND MAIN BUSINESS DURING THE REPORTING PERIOD

(1

Information on the Industry

Since the beginning of 2023, China’s economy has shown a rebound to the good situation, the
steel industry has shown great development resilience; but in the complex market situation,
the steel industry is also facing difficulties and challenges, the industry’s overall profit declined
year-on-year and continued to be at a lower level.

First, steel production increased year-on-year. In the first half of the year, the national steel
production is 536 million tonnes, up 1.3% year-on-year; pig iron production is 452 million tonnes,
up 2.7% year-on-year; and steel production is 677 million tonnes, up 4.4% year-on-year.

Second, steel exports increased significantly. In the first half, 43.58 million tonnes of steel
was exported, an increase of 31.3%; 3.74 million tonnes of steel was imported, a year-on-year
decrease of 35.2%. In the first half, the average price of steel exports in China is of USD1,075
per tonne, down 24.7% year-on-year; average price steel imports of USD1,718 per tonne, up
10.2% year-on-year.

Third, steel prices fell year-on-year. The average value of the china steel price index (CSPI)
in the first half of the year was 113.21 points, a year-on-year decrease of 15.4%; the average
CRU steel composite price index in the first half of the year was 234.4 points, a year-on-year
decrease of 24.5%.

Fourth, the price of imported ore is at a high level. The national imports of iron ore amounted
to 576 million tonnes in the first half of the year, an increase of 7.7% year-on-year; the average
price of imports was USD114.5 per tonne, a year-on-year decrease of 11.7%. (Source of
information: National Bureau of Statistics of China, General Administration of Customs and China
Iron and Steel Association)

2023 Interim Report



Section Il Management Discussion and Analysis (Continued)

. EXPLANATION ON THE SITUATION OF THE COMPANY’S INDUSTRY
AND MAIN BUSINESS DURING THE REPORTING (CONTINUED)

(1)

Explanation on the Main Business

The Company, belonging to the manufacturing industry/ferrous metal smelting and rolling
processing industry, is mainly engaged in the production and sale of hot rolled sheets, medium
plates, rebars, wire rods, billets, steel by-products and coking and coal chemical products, etc.
The Company has the following main production lines: 4,100mm wide and thick plate, 2,700mm
medium plate, 1,780mm hot rolled sheet, high speed wire rods and bar materials.

The Company’s products are applied in various industries, such as machinery, architecture,
engineering, automobile, motorbike, shipbuilding, offshore oil, gas cylinder, boiler as well
as oil and gas pipelines. The products of the Company are mainly sold in Chongqging and
southwestern regions, and have met the development demands in northwestern regional
markets. The products are highly recognized in regional markets.

The Company’s steel products used in hull structure, boilers and pressure vessels were
rewarded the title of “Chinese brand products” and four other products were rewarded the title
of “Chongging’s brand products”. The Company successively obtained the following titles of
honor: national Labor Day certificate, national implementation of performance excellence model
advanced enterprises, Chongging famous trademark, Chongqging quality benefit enterprise and
Chongqing contract-abiding and trustworthy Enterprises. The Company ranks No. 348 in 2023
Fortune China 500.

In 2023, the Company actively practiced the production concept of “benchmarking and finding
differences from excellent enterprises comprehensively, paying close attention to reducing
costs and increasing efficiency, refining management, minimizing resource consumption” to
continuously optimize the production organization. With the mission of “keeping the national
strength of steel alive and build a green and wonderful life” and the development goal of “to
create a high-quality green intelligent steel manufacturer with an annual output exceeding 10
million tons”, the Company is committed to building “Beautiful Chongging Iron & Steel, Pastoral
Chongging Iron & Steel” and becoming a leader in the steel industry in Southwest China,
providing steel support for social development and contributing to the construction of Chengdu-
Chongging Twin Cities Economic Circle, the development of Yangtze River Economic Belt and
the Western Development Strategy.

Chongging Iron & Steel Company Limited
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Section Il Management Discussion and Analysis (Continued)

Il. ANALYSIS OF CORE COMPETITIVENESS DURING THE REPORTING
PERIOD

Applicable |:| Not applicable

() Flexible system and mechanism advantage

As a company with mixed ownership, the Company gave full play to the advantages of the
system and mechanism, established a streamlined and efficient operation system and a market-
oriented incentive mechanism for the Company, which resulted in a high level of consistency in
respect of interests among staff, management and shareholders, truly allowed the staff to share
profits and risks and responsibilities with the Company, and injected vitality and momentum to
the sustainable development of the Company.

(I1) Relative targeted market and logistic advantages

The Company is strategically located in Chongqging, an important city in Southwest China,
close to the gold fairway of Yangtze River with good transport, and owns unique advantages in
geographical location. In the face of various opportunities such as “the western development”,
“Belt and Road Initiative”, “the Yangtze River Economic Belt” and “the Chengdu-Chongging
economic rim”, the Company is the only iron and steel conglomerate meeting national policies
on the industry in Chongqging. With its proximity to the Yangtze River, the Company enjoys
favourable logistic conditions of the port for self-owned raw material and finished products
transportation with its products mainly sold in Chongging and southwestern regions. It boasts
obvious comparable advantages in regional markets and enjoys bright development prospects.

(1) Brand advantage

With rich production lines, the Company is able to provide a diversified portfolio of products.
The products includes the varieties of medium plates, heavy plates, hot coil and long
products, which meet the development demands in northwestern regional markets and are
highly recognized in regional markets. The Company has established extensive cooperation
relationships with various central enterprises such as China State Construction Engineering
Chengdu Co, Ltd. (PRI LA ABABR A7), China Railway Materials Chengdu Co, Ltd. (F##E&
F&BE PR /A R]) and China Communications Materials.

2023 Interim Report



Section Il Management Discussion and Analysis (Continued)

DISCUSSION AND ANALYSIS ON OPERATION

In the first half of 2023, the demand for steel in the domestic market was lower than expected, with
the prices of steel fluctuating at low levels and the price of imported iron ore remaining at a high level,
resulting in the production and operation of iron and steel enterprises suffering from a severe situation.
In the face of the complex situation and arduous tasks, the Company responded positively and

adopted multiple measures to stabilise its production and operation, unswervingly promoted energy
conservation and carbon emission reduction, unremittingly strengthened technological innovation and
pursued ultimate efficiency, comprehensively enhancing its competitiveness.

(1)

Strengthening environmental protection through energy saving and carbon emission reduction.

Abiding by the management concept of “maximizing the recovery” of secondary energy, the
Company increased the recovery of secondary energy and the self-generated electricity, with
the self-generated electricity rate exceeding 85.87%, the best record in history. The Company
continued to advance the ultra-low emission transformation and zero wastewater discharge,
resulting in a year-on-year decrease of 46% and 41% in the intensity of sulfur dioxide and
nitrogen oxides emissions from January to June, and realising the recycling of non-conventional
water resources with a reduction of wastewater discharge of approximately 10,000 m3/d.

Continuously improving various technical and economic indicators in pursuit of excellence.

The Company’s ironmaking centered on cost and consumption reduction of blast furnace and
optimised the coal and ore distribution structure. In March, the utilization coefficient and fuel
ratio of 4# blast furnace hit the best record in history, securing its leading position among the
same type of blast furnaces. Centering on production efficiency and quality stability, based
on the principle of maximizing the benefits, the Company advanced the increase of benefits
throughout the process. In March, the turnover rate of the second steelmaking ladle set a new
monthly record, the cost of the first steelmaking process hit a record low in June, and the energy
consumption of the second steelmaking process declined by 0.48kgce/t as compared with that
of the previous year, which was a record high. The hot charge ratio of the 1,780mm production
line in February and the 4100mm production line in March broke the historical record, and the
yield of bar production line in May hit a record high.

Insisting on ultimate efficiency with the turnover efficiency of the “Two Funds (i.e., inventory
funds and accounts receivable funds)” hitting a record low and the comprehensive financing
cost continuing to decrease.

“Two Funds” reduction was carried out in an orderly manner, with the number of days of turnover
as at the end of June 2023 being 26.65 days, representing a decrease of 11.10 days, and an
increase of 29% in the efficiency of the turnover of “Two Funds” as compared with that of 2022,
respectively. The Company strengthened benchmarking and identified gap and continued to
track the trend of interest rates in the financial market, so as to obtain the funds required for
operation at the optimal cost, minimise the Company’s finance costs, and practically realise
the cost reduction and benefit increase in the channels of funding. In 2023, the comprehensive
financing cost was 12% lower than that as at the beginning of the year, and among the new
borrowings secured in 2023, the prime funding costs had decreased to 2.1%.

Chongging Iron & Steel Company Limited
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Section Il Management Discussion and Analysis (Continued)

lll. DISCUSSION AND ANALYSIS ON OPERATION (CONTINUED)

Material change in the operation of the Company during the Reporting Period
and the events occurred in the Reporting Period which have and are expected
to have in the future a significant effect on the operation of the Company

I:I Applicable Not applicable
IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD

()  Main business analysis
1. Analysis of changes in certain items from financial statements
Unit: RMB  Currency: Renminbi

Forthe  For the corresponding

reporting period period last year

Revenue 20,994,831,477.22 18,016,175,802.82 16.53
Cost of sales 21,128,203,365.30 16,793,108,913.19 25.81
Distribution and selling expenses 43,065,329.07 38,921,169.42 10.65
General and administrative expenses 141,514,648.17 157,960,364.87 -10.41
Finance expenses 117,873,511.59 231,104,884.08 -49.00
Research and development expenses 14,557,677.64 104,831,842.92 -86.11
Net cash flow from operating activities 414,520,654.04 936,510,963.14 -55.74
Net cash flow from investing activities -340,443,005.21 -1,841,168,179.60 N/A
Net cash flow from financing activities -1,081,155,780.23 -2,379,298,579.85 N/A

Reasons for change in finance expenses: The exchange losses decreased.

Reasons for change in research and development expenses: The implementation of new
accounting policies resulted in the changes in accounting basis.

Reasons for change in net cash flow from operating activities: The net profit decreased.

Reasons for change in net cash flow from investing activities: The decrease in fixed assets
investment and technological reform projects resulted in lower investment expenditures.

Reasons for change in net cash flow from financing activities: The size of interest-bearing

liabilities decreased, with a year-on-year decrease in repayment of borrowings and
interest expenses during the reporting period.
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Section Il

Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

() Main business analysis (Continued)

2.

Detailed description of major changes in the Company’s type of business, profit structure
or profit sources

Applicable I:I Not Applicable

In the first half of 2023, the Group realized a total profit of RMB-515 million, representing
a year-on-year decrease of RMB1,151 million, which was mainly due to the following
reasons: the selling price of commodity billet amounted to RMB3,736/tonne, representing
a year-on-year decrease of 17.38% and resulting in a decrease of RMB3,690 million in
profit; the sales volume of commodity billet reached 5,420,100 tonnes, representing a
year-on-year increase of 44.70%, and recorded a decrease of RMB529 million in sales
volume and structure due to the influences by products structure; the decrease in prices
of raw materials, such as ore, coal, alloy, scrap steel, etc., resulted in an increase of
RMB1,705 million in profit. The Company continued to promote the cost reduction plan,
centering on “cost reduction and benefit increase of RMB200 per tonne of steel”, and
further promoted the work of reducing costs and tapping potentials, realizing the process
cost reduction of RMB1,183 million; insisted on all expenses could be reduced including
financial expenses, achieving an increase of RMB113 million in profit.

In the first half of 2023, the Group’s revenue from main business amounted to RMB20,945
million, representing a year-on-year increase of 17.53%. In particular, the income from
sales of commodity billet amounted to RMB20,248 million, representing an increase of
RMB3,311 million as compared with the corresponding period of last year. Firstly, the
sales volume of commodity billet was 5,420,100 tonnes, representing a year-on-year
increase of 44.70%, resulting in a increase in the sales income of RMB7,001 million;
secondly, the average sales price of commodity billet was RMB3,736/tonne, representing
a year-on-year decrease of 17.38%, resulting in a decrease in the sales income of
RMBS,690 million.

Chongging Iron & Steel Company Limited
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

()  Main business analysis (Continued)

2. Detailed description of major changes in the Company’s type of business, profit structure
or profit sources (Continued)

Composition of revenue from principal operations:

First half of 2023 First half of 2022 Year-on-

Amount Percentage Amount Percentage year growth

(RMB 000) (%) (RMB000) %) %)

Plates 5,148,262 24.57 5,996,760 33.65 -14.15

Hot rolled cails 9,285,090 44.33 9,346,746 52.45 -0.66

Bars 2,123,215 10.14 128,262 072 1,956.37

Double high rods 1,903,169 9.09 1,113,210 6.25 70.96

Wire rods 957,098 4.57 347,681 1.95 175.28

Steel billets 830,707 397 3,994 002 20,699.34
Sub-total of commodity

billets 20,247,561 96.67 16,936,653 95.04 19.55

Others 697,331 333 884,242 4.96 2114

Total 20,944,892 100.00 17,820,895 100.00 17.53
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

()  Main business analysis (Continued)

2. Detailed description of major changes in the Company’s type of business, profit structure
or profit sources (Continued)

Sales prices of steel products:

Sales price Sales price
in the first in the first Year-on-year Income
half of 2023 half of 2022 growth increase
(RMB/tonne) (RMB/tonne) (%) (RMB000)
Plates 4,089 4,743 -13.79 -823,451
Hot rolled coils 3,709 4,449 -16.63 -1,852,590
Bars 3,528 3,979 -11.33 -271,457
Double high rods 3,479 4,153 -16.23 -368,745
Wire rods 3,701 4,393 -15.75 -178,951
Steel billets 3,325 4,105 -19.00 -194,922
Total 3,736 4,522 -17.38 -3,690,116

Sales volumes of steel products:

Sales volume Sales volume
for the first for the first Year-on-year Income
half of 2023 half of 2022 growth increase

(Ten thousand (Ten thousand
tonnes) fonnes) (%) (RMB'000)
Plates 125.91 126.44 -0.42 -25,027
Hot rolled coils 250.35 210.09 19.16 1,790,934
Bars 60.19 3.223 1,767.51 2,266,410
Double high rods 54.71 26.81 104.10 1,158,704
Wire rods 25.86 7.92 226.52 788,368
Steel billets 24.99 0.10 24,890.00 1,021,635
Total 542.01 374.58 44.70 7,001,024

Chongging Iron & Steel Company Limited 17



Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

()  Main business analysis (Continued)

2. Detailed description of major changes in the Company’s type of business, profit structure

18
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or profit sources (Continued)

Principal operations by sectors, products and regions:

Unit: RMB'000 Currency: RMB

Main operations by sectors

Year-on-

year increase/

Cost of Gross decrease in

Revenue sales ETO revenue
(%) %)

By sectors

Iron and steel 20,944,892 21,086,070 -0.67 17.53

Year-on-

year increase/
decrease in
cost of sales
%)

26.98

Year-on-

year increase/
decrease in
0ross margin
%

-1.49

Main operations by products

Year-on- Year-on- Year-on-

year increase/ year increase/ year increase/

Cost of Gross decrease in decrease in decrease in

By products Revenue sales Margin revenue cost of sales gross margin
(%) (%) (%) (%)

Steel products 20,247 561 20,387,557 -0.69 19.55 29.65 -1.84
Others 697,331 698,513 -0.17 -21.14 -20.65 -0.62




Section Il Management Discussion and Analysis (Continued)

IV.

MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

()  Main business analysis (Continued)

2. Detailed description of major changes in the Company’s type of business, profit structure
or profit sources (Continued)

Main operations by regions

Year-on- Year-on- Year-on-
year increase/ year increase/ year increase/
Cost of Gross decrease in decrease in decrease in
By regions Revenue sales ETOT revenue cost of sales 0ross margin
(%) %) %) %)

Southwest
region 16,933,308 17,091,412 -093 38.20 48.70 -1.13
Other regions 4,011,584 3,994,658 042 -21.95 -21.85 -1.78
Total 20,944,892 21,086,070 -0.67 17.53 26.98 -1.49

(I1) Explanation on material change in profit due to non-principal business

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(1) Analysis of assets and liabilities

Applicable I:I Not applicable

1. Assets and liabilities

Unit: RMB  Currency: Renminbi

Percentage
Percentage of the
of the amount at
amount at Amountat the end of
Amount at the end of theendof  the previous
theend of  the periodin the previous periodin - Year-on-year
the period total assets period tofal assets change  Explanation
(% % (%
Cash and bank balances 3,088,667,503.34 8.14  3995,675679.90 1045 20 -
Trade receivables 34,776,082.96 009 3878924344 0.10 403% -
Inventories 2,631,639,085.83 6.93  2592,756,838.00 6.59 150 -
Property, plant and equipment ~ 26,368,840,864.17 69.53 26,261,780,445.68 66.76 041 -
Construction in progress 886,18,430.98 230 894,154,698.17 2.01 08 -
Right-of-use assets 323,046,938.00 085  388,738725.76 0.9 1667 -
Short-term borrowings 606,003,134.28 160 1,106,441,170.84 281 -4523  Repayment of borrowings
Long-term borrowings 4,019,245,100.00 1059 2751,945,100.00 6.99 4605 Newborrowings
Lease liabilties 211,167,760.21 056  278,352825.03 071 24 -
Receivables financing 47,375,048.47 110 799,686,595.46 203 -4781  Bil discounting
Prepayments 623,370,496.19 164 8454329980 215 2621 -
Other receivables 20,409,857.95 005 34,846,186.58 0.09 4143 Immediate refund of VAT receivable
Other current assets 148,015,814.46 0.39  207,034.907.16 0.53 B85 -
Long-term equity investments 111,227,095.30 029  111,123058.00 0.28 009 -
Other equity investments 60,364,499.70 0.16 - - NA Capital injection of Baowu Water
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(1) Analysis of assets and liabilities (Continued)

1. Assets and liabilities (Continued)

Percentage
Percentage of the
of the amount at
amount at Amountat  the end of
Amount at the end of theendof  the previous
theend of  the period in the previous period in  Year-on-year
the period  total assets period  total assets change  Explanation
(%) (%)
Intangible assets 2,477,830,158.58 6.53 2514,367,788.86 6.39 445 -
Goodwil 328,054,770.34 086 328,054770.34 083 - -
Long-term expenses o be 220,513.01 - 23748646 - a8 -
amortized
Deferred income tax assets 409,075,197.48 108 327.989,203.45 0.83 un -
Other non-current assets 735,594.85 - 413181897 0.01 -82.20  Decrease in advance payment related to
fived investment
Bills payable 519,225,451.64 137 609,367,940.00 15 4479 -
Trade payables 3,926,453,144.80 1035 3115,966,628.22 79 601 -
Contract liabilties 1,867,621,535.43 492 264556947247 6.72 204 -
Employes benefts 122,059,965.01 032 144905,310.06 037 4507 -
Tax payable 30,721,010.73 008 2297435275 0.06 3372 Increase in VAT payable
Other payables 2,059,593,877.11 780 27208969349 691 877 -
Non-current liabilties due within - 1,297,960,606.25 342 2352,484,115.99 5.9 -44.83 Repayment of horrowings
one year
Qther current liabilities 242,791,457.53 064 34392403142 087 294 -
Long-term payables 1,080,466,022.15 285 1730,677,459.72 440 -3757  Repayment of horrowings
Long-term employes benefts 66,885,636.10 018 107,663455.08 027 -§7.88  Repayment of termination benefits
payable
Provisions for liabilties - - 5,540,444.09 0.01 -100.00  Implementation of ongrous contracts
Deferred income 86,058,402.13 023 79742,929.39 020 -
Deferred income tax liabilities 6,050,855.83 0.02 6,430,532.64 0.02 S50 -

Other explanation

I:I Applicable Not applicable
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(I Analysis of assets and liabilities (Continued)

2. Overseas assets
I:I Applicable Not applicable
3. Major restricted assets at the end of the Reporting Period

Applicable I:I Not applicable

Unit: RMB’000 Currency: Renminbi

Closing Opening

carrying carrying  Reason for
amount amount  restriction

Cash and bank balances 146,709,582.59 57,742,846.62 As at 30 June 2023, the Group had
cash and bank balances amounted to
RMB146,709,582.59 (31 December 2022:
RMB57,742,846.62) restricted for bank
acceptance notes and letter of credit.

Receivables financing 117,502,637.12  100,119,944.03  As at 30 June 2023, the Group pledged
bank acceptance notes with a carrying
amount of RMB117,502,637.12 (31
December 2022: RMB100,119,944.03)
for issuing bank acceptance.
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Section Il

IV.

Management Discussion and Analysis (Continued)

MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(1) Analysis of assets and liabilities (Continued)

3. Major restricted assets at the end of the Reporting Period (Continued)

Closing Opening

carrying carrying
amount amount

Property, plant and equipment 2,697,607,851.25 3,205,875,127.07

Intangible assets 285,012,648.40  289,098,468.82

Equity 837,609,884.19  837,609,884.19

Reason for
restriction

As at 30 June 2023, the plants and
buildings with a carrying amount of
RMB93,124,029.36 (31 December 2022:
RMB94,398,773.70) and machineries and
other equipment with a carrying amount
of RMB2,604,483,821.89 (31 December
2022: RMB3,111,476,353.37) were
pledged to banks to secure the bank
loans and facilities granted to the Group.
As at 30 June 2023, the Group’s land
use rights with a carrying amount of
RMB285,012,648.40 (31 December 2022:
RMB289,098,468.82) were pledged to
secure bank borrowings. The amortisation
of land use rights for January to June
2023 was RMB4,085,820.42 (2022:
RMB8,171,640.84).

As at 30 June 2023, the equity
interest with a carrying amount of
RMB837,609,884.19 (31 December
2022: RMB837,609,884.19) was
pledged to secure the bank loans of
RMB215,000,000.00 (31 December 2022
RMB335,000,000.00).

Total 4,084,442,603.55 4,490,446,270.73

Chongging Iron & Steel Company Limited
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Section Il

Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(I11) Analysis of assets and liabilities (Continued)

4.

Others

|:| Applicable Not applicable

(IV) Investment Analysis

1.

2023 Interim Report

General analysis of external equity investment

Applicable D Not applicable

On 28 December 2022, the Resolution in relation to External Investment and Related Party
Transactions was deliberated and passed at the 20th meeting of the ninth session of the
board of directors of the Company, pursuant to which, the Company was approved to
join hands with seven companies affiliated to China Baowu, the de facto controller of the
Company, including Guangdong Zhongnan Iron & Steel Co., Ltd., Baowu Group Echeng
Iron and Steel Co., Ltd., Shanxi Taigang Stainless Steel Co., Ltd., Baosteel Desheng
Stainless Steel Co., Ltd., Xinjiang Bayi Iron & Steel Co., Ltd., Xinjiang Yili Iron & Steel Co.,
Ltd. and Xinjiang Bagang Nanjiang Steel Baicheng Co., Ltd., to increase capital shares of
Baowu Water Technology Limited (Baowu Water) affiliated to China Baowu. The Company
intended to increase its capital contribution in kind in this related transaction to the asset
value of RMB60,364,499.70 on the date of capital contribution, accounting for 1.334% of
the general capital of Baowu Water.



Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(IV) Investment Analysis (Continued)

1. General analysis of external equity investment (Continued)

(1) Significant Equity Investment

I:I Applicable Not applicable

(2)  Significant Non-Equity Investment

I:I Applicable Not applicable

(3) Financial Assets Measured at Fair Value

Applicable I:I Not applicable

Unit: RMB  Currency: Renminbi

Gains or
losses on
changesin Accumulated  Impairment Purchase Amount sold/
fair value fair value charged amount redeemed
Opening during the changes taken during the during the during the Other Closing
Asset type balance period to equity period period period changes balance
Others - - - - 60,364,499.70 - - 60,364,499.70
Total - - - - 60,364,499.70 - - 60,364,499.70

Securities investment

I:I Applicable Not applicable

Explanation on securities investment

I:I Applicable Not applicable

Private equity investment

I:I Applicable Not applicable

Derivatives investment

I:I Applicable Not applicable
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Section Il Management Discussion and Analysis (Continued)

IV. MAJOR OPERATIONS DURING THE REPORTING PERIOD (CONTINUED)

(V) Major Assets and Equity Disposal
I:I Applicable

(VI) Analysis of principal controlled and investee companies

Applicable

Not applicable

I:I Not applicable

26

Principal place of Shareholding  Acquisition

Name of subsidiary/investee business Place of registration  Business nature percentage  method

%)

Chongaing Iron & Steel Energy Changshou Economic ~ Changshou Economic ~ Electricity production 100 Acquisition of
Environmental Protection Development Zone, Development Zone, and sales equity
Company Limited (EEER Chongaing Chongaing
RRERAH)

Chongaing Xin Gang Chang Long ~ Changshou Economic ~ Changshou Economic ~ Transportation and 100 Acquisition of
Logistics Company Limited Development Zone, Development Zone, warehouse equity
(ERMARENRERAALR) Chongging Chongaing

Baowu Environmental Resources Changshou District, Changshou District, Comprehensive 49 Establishment
Technology (Chongging) Chongaing Chongaing utilization of waste by capital
Recycling Co., Lid. (EFIRR esources
ERARRERNARRAA)

Baowu Jingcheng (Zhoushan) China (Zhejiang) Pilot ~ China (Zhejiang) Pilot ~ Mining professional and 19 Establishment
Mining Technology Co., Ltd. Free Trade Zone Free Trade Zone auxiliary activities by capital
(BRBE (ML BFRBAR
RA))

Chongging Baocheng Carbon Co.,  Changshou District, Changshou District, Manufacturing 10 Acquisition of
Ltd. (BEERRIERAA) Chongaing Chongging equity

Baowu Raw Material Supply Co., Pilot Free Trade Zone,  Pilot Free Trade Zone, ~ Trading 8 Establishment
Ltd* (BERRREEERAT) Shanghai Shanghai by capital

(V) Structured entities under the control of the Company

I:I Applicable Not applicable
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Section Il Management Discussion and Analysis (Continued)

V. OTHER DISCLOSURE

() Potential Risks

Applicable |:| Not applicable

1. Global inflation is still at a high level, the growth momentum of world economic and trade
is weakening, uncertain and unpredictable factors are increasing, the supply-demand
contradiction in the steel market is difficult to fundamentally improve, and the competition
in the industry is further aggravated, which may pose certain impact on the Company’s
operation. The Company’s response measures: first, further explore the implementation
of organisational reform to establish a streamlined, efficient, professional and consistent
management mechanism; second, continue to optimise the human resources structure
to guide the shaping of the concept of “value-oriented, duty-bearing, the pursuit
of excellence” of the performance of the practical; third, promote scientific and
technological innovation and improve the mechanism of innovation to make continuous
progress on the path of informatization, digitization, and intelligence; four, implement
the product structure of “efficiency + variety” to enhance the manufacturing capacity of
“efficiency + excellence”; and five, continue to push forward the market-oriented synergy
and cooperation between production and efficiency to maximize overall benefits.

2. ‘Dual control” of environmental protection and energy consumption will remain a hard
requirement for the development of the iron and steel industry, and the “dual-carbon”
process will be accelerated. Both will continue to increase pressure on environmental
protection. The Company’s response measures: first, improve the key indicators of
energy consumption and reduce the comprehensive energy consumption per ton of
steel; second, deeply explore the potential of energy conservation and carbon reduction
and pursue the ultimate and efficient use of energy; third, vigorously promote green and
low-carbon technological innovation, and implement the “6C” carbon reduction (carbon
reduction by planning, carbon reduction by efficiency, carbon reduction by process,
carbon reduction by technology, carbon reduction by greenness, carbon reduction by
chain circle). Four, implement the Yangtze River protection plan, rapidly promote the
“Three Treatments (ultra-low emission of waste gas, zero discharge of waste water and
zero discharge of solid waste) and the Four Aspects (cleanness, greenness, beauty
and culture), strive to create a national 3A-level tourist attraction, consolidate the
achievements which are “Higher than Standards, Better than Urban Areas and Integrated
into City”).

Chongging Iron & Steel Company Limited
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Section Il

Management Discussion and Analysis (Continued)

V. OTHER DISCLOSURE (CONTINUED)

(I) Potential Risks (Continued)

Influenced by macroeconomic or industry supply and demand factors, steel prices
fluctuated at a low level, the imported price of iron ore remained high, market competition
was fierce, the overall benefits of the steel industry declined significantly, and the
operation faced greater challenges. The Company’s response measures: first, focus on
value creation, adhere to the concept of “cash is the top priority”, based on the ultimate
efficiency, the ultimate cost, from resource expansion, structural optimisation, channel
optimisation, logistics optimisation, model innovation in five aspects of the planning,
through the expansion of cost-effective resource channels and other means, to promote
the raw materials of full-calibre inventory refinement management; second, accelerate the
development of end-users, strengthen cooperation among regional steel plants, rationally
allocate regional resources, continuously optimise marketing channels, enhance customer
viscosity, and further increase the regional market share.

(I) Other disclosure

I:I Applicable Not applicable
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Section IV Corporate Governance

INTRODUCTION OF GENERAL MEETINGS

Website designated Date of

for publication of publication of
Meeting resolutions resolutions Resolutions
2022 Annual General 28 June 2023 Announcement of 29 June 2023 Considering and passing the
Meeting Resolutions Passed at following resolutions:
the 2022 Annual General 1. The report of the board of
Meeting (Ann. No.: 2023- directors for the year 2022
017) published on the 2. The report of the supervisory
official website of SSE committee for the year 2022
(http://www.sse.com.cn) 3. The final financial accounts
report for the year 2022

4. The 2022 annual report (full
text and summary)

5. The profit distribution plan for
the year 2022

6. The proposal for the 2023
annual plan

7. The proposal for the
appointment of the auditor
for annual audit for the year
2023

8. The proposal on the election
of Mr. Lin Changchun as a
director of the ninth session
of the board of directors

9. The proposal on the
amendments to the Articles
of Association and its
appendices

Preferred shareholders with restored voting rights request convening
extraordinary general meetings

I:I Applicable Not applicable

Explanation on general meeting

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section IV Corporate Governance (Continued)

CHANGES IN DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT OF THE COMPANY

Applicable D Not applicable

Name Position Change
Lin Changchun Director Election
Xia Tong Employee representative supervisor Election
Lei Yougao Employee representative supervisor Election
Lai Xiaomin Director Resigned
Zhou Yaping Employee representative supervisor Resigned
Yao Xiaohu Employee representative supervisor Resigned

Details on changes in directors, supervisors and senior management of the Company

Applicable |:| Not applicable

On 20 March 2023, the Company received a written resignation tendered by Mr. Lai Xiaomin, a
director. Mr. Lai Xiaomin resigned as a director of the ninth session of the board of directors and
a member of the Strategy Committee under the board of directors of the Company due to work
reallocation. After his resignation, he will no longer hold any positions in the Company.

On 28 June 2023, the Company convened the 2022 Annual General Meeting, at which Mr.
Lin Changchun was elected as a director of the ninth session of the board of directors of the
Company for the same term as the ninth session of the board of directors.

On 30 June 2023, the Company received the written resignations tendered by Mr. Yao Xiaohu
and Mr. Zhou Yaping, the employee representative supervisors. Mr. Yao Xiaohu resigned as
the employee representative supervisor of the ninth session of the board of supervisors of
the Company due to work reallocation, and remained as the deputy secretary to the Party
committee, the secretary of the disciplinary committee and chairman of the labour union of the
Company. Mr. Zhou Yaping resigned as the employee representative supervisor of the ninth
session of the board of supervisors of the Company due to reaching the statutory retirement age.
After his resignation, he will no longer hold any positions in the Company. On the same date, the
Company held the 23rd joint meeting of the first session of Workers and Employees’ Congress,
at which Mr. Xia Tong and Mr. Lei Yougao were elected as the employee representative
supervisors of the ninth session of the board of supervisors of the Company for the same term as
the ninth session of the board of supervisors.
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V.

Section IV Corporate Governance (Continued)

SCHEME FOR PROFIT DISTRIBUTION OR TRANSFER OF CAPITAL
RESERVE TO SHARE CAPITAL

Interim proposals on profit distribution and the proposal on transferring capital
reserve to share capital

Profit distribution or transfer of capital reserve to share capital No

Number of bonus shares for every 10 shares (share)

Dividends for every 10 shares (RMB) (tax inclusive)

Number of shares transferred for every 10 shares (share)

Relevant explanation on proposals on profit distribution and transfer of
capital reserve to share capital Not applicable

~ —~

EQUITY INCENTIVE PLAN, EMPLOYEE SHARE OWNERSHIP PLAN
OR OTHER EMPLOYEE INCENTIVES AND EFFECTS THEREOF

(I) Relevant incentive events disclosed in extraordinary announcements but
without subsequent development or changes during implementation

I:I Applicable Not applicable

(I Incentive events not disclosed in extraordinary announcements or with
subsequent development

Equity incentive

I:I Applicable Not applicable

Other explanations

I:I Applicable Not applicable

Employee share ownership plan

I:I Applicable Not applicable

Other incentive measures

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section V.  Environmental and Social Responsibility

. ENVIRONMENTAL INFORMATION

() Explanation on the performance of environmental protection of companies

and its key subsidiaries under the classification of key pollutant discharging

entity as published by the environmental protection department

Applicable

I:I Not applicable

Pollutant discharging

Applicable |:| Not applicable

The Company has strictly implemented the permit management system for pollutant
discharging, fully carried out the enterprise self-monitoring and information disclosure,
and discharged sewage according to the law and regulations and with permit. The
Company has strictly implemented pollutant reduction and discharging control by
strengthening the operation and management of environmental protection facilities. In
the first half of 2023, the total amount of pollutant discharging did not exceed the total
permitted index. During the Reporting Period, there was no incident caused by the
Company which was subject to environmental protection administrative penalty. The
major pollutants discharged by the Company are as follows:

Approved  Are there

Major Emission Number of Total Pollutant emission total excessive
. pollutants method vent ports  Distribution Emission concentration emissions  standards implemented emissions  emissions
(mg/in) (tonnes)
1 Particulate matter ~ Continuous 10 Goods transportation ~ Less than Emission Standard of Air 2211 Emission Standard of Air Pollutants for il No
Pollutants for Ironmaking Industry Ironmaking Industry GB28663-
(3B28663-2012 2012
2 Particulate matter ~ Continuous 41 Coking Less than Emission Standard of 4177 Emission Standard for Pollutants Nil No
3 Sullur dioxide Continuous Pollutants for Coking Chemical a90.4p  for Coking Chemical Industry Nil No
Industry GB16171-2012 (GB16171-2012
4 Nitrogen oxides Continuous I 575.1 Nil No
5 Particulate matter ~ Continuous 20 Sintering Less than Emission Standard of Air 8605 Emission Standard of Air Pollutants il No
6 Sulfur dioxide Continuous Pollutants for ron and Steel Sintering~~ g49.74  for ron and Steel Sinteringand No
Pelletizing | - Pelletizing | B28662-2012
T e Continuoss 28?2e9t|2|ng ndustry GB28662 (893 elletizing Industry GB28662-20 Ni o
8 Particulate matter ~ Continuous 36 Ironmaking Less than Emission Standard of Air 5127 Emission Standard of Air Pollutants for  Nil No
9 Sullur dioxide Continuous Pollutants for Ironmaking Industry 3993 ronmaking Indusiry GB28663- No
(3B28663-2012 2012
10 Nitrogen oxides Continuous 515.78 Nil No
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Section V. Environmental and Social Responsibility (Continued)

I. INTRODUCTION OF GENERAL MEETINGS (CONTINUED)

() Explanation on the performance of environmental protection of
companies and its key subsidiaries under the classification of key
pollutant discharging entity as published by the environmental protection
department (Continued)

1. Pollutant discharging (Continued)

Approved  Are there
Major Emission Number of Total Pollutant emission total excessive
. pollutants method vent ports  Distribution Emission concentration emissions  standards implemented emissions  emissions

(mg/Nir) (tonnes)

11 Particulate matter ~ Continuous 21 Steelmaking Less than Emission Standard of Air 5638  Emission Standard of Air Pollutants for  Nil No
Pollutants for Steelmaking Industry Steelmaking Indlustry GB28664-
(3B28664-2012 2012
12 Particulatematier ~ Continuous 11 Steel Rolling Less than Emission Standard of Air 226 Emission Standard of Air Pollutants il No
13 Sulfur dioxide Continuous Pollutants for Steel Rolling Industry 316 for Steel Roling Industry GB28865- No
14 Nitrogen oxides Continuous eRgEEs 2012 4826 At Nil No
1% COD Continuous 1 Central wastewater Less than Emission Standard of Water 53.26  Emission Standard of Water Pollutant ~ Nil No
16 Ammonianitogen  Coninuous treatment station Pollutant for Iron and Steel Industry 308 forlronand Steel Industry il No
(B13456-2012 (B13456-2012
17 Total Particulate matter: 2,814 tonnes, Sulfur dioxide: 1,426.39 tonnes, Nitrogen oxides: 2,918.8 tonnes, COD: 53.26 tonnes, Ammonia nitrogen: 3.08 tonnes

18 Permitted emissions  Particulate mater: 15,167.314 tonnes, Sulfur dioxide: 7,74.523 tonnes, Nitrogen oxides: 14,871.436 tonnes, COD: 481.991 tonnes, Ammonia nitrogen: 48.199 tonnes
under the pollutant
discharging permit

2. Construction and operation of pollution control facilities

Applicable I:I Not applicable

The Company’s existing environmental protection facilities include: 11 wastewater
treatment facilities, 127 exhaust gas and dust treatment facilities, of which main outlets
of waste water and exhaust gas are installed with online monitoring and supervisory
facilities, and networking has been implemented in accordance with government
requirements. Blast furnace water slag, converter steel slag, iron dust and other industrial
solid waste disposal facilities are available. All production processes of the Company
have facilities such as noise elimination, noise reduction, sound insulation and isolation,
which effectively control environmental noise. The Company strengthens the management
and control of environmental protection facilities, clarifies the main body of responsibility,
implements synchronous operation and maintenance of environmental protection facilities
and main facilities, and promptly organizes emergency repairs for abnormalities or
failures. The environmental protection facilities are under sound operating condition.

Chongging Iron & Steel Company Limited



Section V. Environmental and Social Responsibility (Continued)

. ENVIRONMENTAL INFORMATION (CONTINUED)

() Explanation on the performance of environmental protection of
companies and its key subsidiaries under the classification of key
pollutant discharging entity as published by the environmental protection
department (Continued)

2. Construction and operation of pollution control facilities (Continued)

The Company has completed the construction of special wastewater treatment system,
with the processing capacity for 10,000m3/d of wastewater containing ammonia nitrogen
and COD, and the quality of the treated water meets the industrial water standard. The
desulphurisation and denitrification project, dust removal and other wastewater treatment
facilities of the Company are under sound operating condition with the external pollutant
discharging up to the standard. The hazardous waste and solid waste warehouses of
the Company are in normal use, achieving compliant hazardous waste and solid waste
storage. All of the existing pollution control facilities are under sound operating condition
with a stable emission up to the standard.

3. Environmental impact assessment of construction projects and other environmental
protection administrative licensing

Applicable |:| Not applicable

In the first half of 2023, the Company completed the acceptance of the upgrading of No.
2 wharves and berths for raw material in terms of environmental protection.
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Section V. Environmental and Social Responsibility (Continued)

. ENVIRONMENTAL INFORMATION (CONTINUED)

(1

Explanation on the performance of environmental protection of

companies and its key subsidiaries under the classification of key

pollutant discharging entity as published by the environmental protection

department (Continued)

4.

Environmental emergency plan

Applicable I:I Not applicable

In order to implement the requirements of the laws and regulations on strengthening the
environmental protection of enterprises promulgated by the central and local government,
and establish a sound environmental risk prevention system, the Company has
formulated the Environmental Emergency Plan ({ REIRIFEHFEZTEZER)) and carried out
environmental protection filing with a period of validity until 17 June 2025 and filling No.
of 500115-2022-041-H. During the Reporting Period, in accordance with the approach
of “prevention is first” and the principle of “unified command, being unhurried in the face
of danger, buying time for emergencies, reduction of hazards”, the Company, together
with the ecology and environment bureau of Changshou District and other departments,
completed the 2023 emergency drill for environmental emergencies in Changshou
District.

Self-monitoring program on environmental protection

Applicable |:| Not applicable

According to the requirements of the Measures for Self-monitoring and Information
Disclosure by the Enterprises Subject to Intensive Monitoring and Control of the State (Trial
Implementation) ((BIREZEZCESTEANRESARINE(ETT))) and the General
Rules for Technical Guidance on Self-monitoring of Pollutant Discharging Organizations
(CHESBEM BTSRRI 5m 428 (345 75))), in order to regulate the self-monitoring and
information disclosure of the Company and ensure the conscious fulfillment of its legal
obligations and social responsibilities, the Company has completed its self-monitoring
annual report and information disclosure for 2022, and formulated the Measures for
Environmental Monitoring Management ((IR3BERIEIEHE)) and the Self-monitoring
Program on Environmental Protection in 2023 ({2023F &% B1TERI 5 % )) and organized
daily monitoring covering water, gas, soil and noise in accordance with the monitoring
program to ensure that the environmental risks of the Company’s plants are controllable.
The Self-monitoring Program on Environmental Protection in 2023 was filed with the
ecology and environment bureau of Changshou District.

Any administrative penalties caused by environmental problems during the Reporting
Period

[ ] Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section V. Environmental and Social Responsibility (Continued)

. ENVIRONMENTAL INFORMATION (CONTINUED)

(1

(1)

(1)

(V)

Explanation on the performance of environmental protection of
companies and its key subsidiaries under the classification of key
pollutant discharging entity as published by the environmental protection
department (Continued)

7. Other environmental information required to be disclosed

|:| Applicable Not applicable

Explanation on environmental protection of companies beyond the
classification of key pollutant discharging entity

|:| Applicable Not applicable

Explanation on subsequent development or changes in environmental
information disclosed during the Reporting Period

|:| Applicable Not applicable

Relevant information conducive to ecological protection, pollution control
and fulfillment of environmental responsibilities

Applicable |:| Not applicable

In 2023, the Company formulated the Working Plan for “Great Protection of the Yangtze
River” of Chongging Iron & Steel for 2023, the Working Plan for Energy and Environmental
Protection of Chongging Iron & Steel for 2023, clarified work objectives and specific measures
of implementation of Great Protection of the Yangtze River by the Company, and the treatment
projects of waste gas, waste water and solid waste shall be moved forward and implemented
as planned. In terms of waste gas, the Company launched key projects such as the fine
desulphurisation of coke oven gas, etc. After the completion of the projects, the concentration
of pollutant emissions will be significantly reduced; in terms of waste water, the Company
completed the projects such as special wastewater reuse treatment system, rainwater reuse
treatment system, vigorously promoted the replacement of new water with reclaimed water,
promoted multi-stage and cascade water use, reducing the amount of external drainage of the
recycling system and improving the water recycling rate; in terms of solid waste, the Company
continued to consolidate the achievement of zero discharge of solid waste.
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Section V. Environmental and Social Responsibility (Continued)

ENVIRONMENTAL INFORMATION (CONTINUED)

(V) Measures taken to reduce carbon emissions and its results during the
Reporting Period

Applicable [ ] Not applicable

In the first half of 2023, the Company actively promoted the recovery of residual heat and
enhanced the efficiency of residual energy utilization. In the first half of the year, the Company
achieved zero emissions of coke oven gas, the release rate of blast furnace gas dropped
significantly, and the self-power generation capacity amounted to 2,016 million kWh, with
the self-generation rate reaching 84.38%. The Company accelerated the on-schedule
commencement of energy-saving projects such as the 2# mean pressure recovery of blast
furnace gas, vacuum efficiency improvement of steam turbines, and the elimination of high
energy consumption outdated electrical and mechanical equipment. The Company prepared a
program of key process energy efficiency benchmarking action to actively reduce the energy
consumption of coke oven and converter processes. In the first half of the year, the energy
consumption of 5# and 6# coke ovens reached the benchmarking level at 107.79kgce/t; the
energy consumption of blast furnace processes dropped by 18kgce/t compared with that of
2022, supporting the green and low-carbon development of the Company.

DETAILS OF CONSOLIDATION AND EXPANSION OF
ACHIEVEMENTS IN POVERTY ALLEVIATION AND OTHER WORKS
SUCH AS RURAL REVITALIZATION

Applicable D Not applicable

To fulfill corporate social responsibility, actively participate in social welfare undertakings, promote
rural revitalization, and enhance the Company’s social image and influence, the Company used its
own funds to make external donations, mainly for the purpose of rural revitalization and education
assistance, of which, RMB100,000 was donated to the Chongging Education Development Foundation
for the construction of “information classrooms” in rural schools in Chongging. Through procurement
and assisting of sales, the Company purchased poverty-alleviation materials from Guangnan County in
Yunnan Province in two batches, with a worth of more than RMB2.2 million.
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Section VI Significant Events

.  FULFILLMENT OF COMMITMENTS

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period

Applicable I:I Not applicable

Next plan
Failure to should be
performin  indicated

time should be  in the case
Performed  accompanied of failure to

Commitment Time and termof ~ Performance  intimeand by specific  performin

Background  Type party Contents commitment fermornot  strictly ornot reasons time
Commitment ~ Tosolvethe ~ China Baowu 1. Inview of the overlap of the business of Baoshan Iron & Steel 16 September 2020 No Yes

made n horizontal Co. Lid. (BWHREHRAERAF) (Baostee’), WISCO Echeng

acquision ~ competiion Steel Company Limited (REREEESAAAERR AT

report or (*Echeng Steel") and Chongging Iron & Steel upon completion

equily of the acquisition, in accordance with the requirements of

change current laws and requlations and relevant policies, China

report Baowu will, within five years from the date of this commitment

letter or within a shorter period of time, and in accordance with
the requirements of the relevant securities regulatory authorities
and subject to the applicable laws and regulations and relevant
regulatory rules at that ime, steadily promote the integration

of relevant business to solve the problem of the horizontal
competition by comprehensively using various methods such
as asset reorganization, business adjustment and enfrusted
management based on the principle of facilitating the
development of the Company and safeguarding the interests of
shareholders, minority shareholders in particular.
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Section VI  Significant Events (Continued)

.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin ~ indicated

time should be  in the case
Performed  accompanied of failure to
Commitment Timeand termof ~ Performance  intimeand  byspecific  performin
Background  Type party Contents commitment termornot  strictly ornot reasons time

The aforesaid settlement methods include, but are not limited to:

(1) Asset reorganization: to gradually sort out and reorganize the
assets of the overlapping business of Baosteel, Echeng Steel
and Chongging lron & Steel by way of asset purchase at cash
consideration, share issuance consideration or other methods as
permitted by relevant laws and regulations, or by way of assets
swap, assets transfer or other feasible reorganization methods,
s0.as o eliminate some of the overlapping business;

(2) Business adjustment: to sort out the business bounderies of
Baosteel, Echeng Steel and Chongaing Iron & Steel, and to try
its best to achieve differentiated operations amang the three
listed companies. For example, business differentiation can be
realized in different ways, stch as asset trading and business
division, inclucing but not limited to differentiation in terms of
busingss composition, product grade, application areas and
customer groups;

(3) Entrusted management: one party entrusts the decision-making
and management rights related to the operation of certain
relevant assets of the overlapping business o the other party
for unified management through the signing of an entrustment
agreement;

(4) Other feasible solutions within the scope permitted by laws and
regulations and relevant polcies.
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Section VI Significant Events (Continued)

I.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin  indicated

time should be  in the case
Performed  accompanied of failure to
Commitment Timeand termof ~ Performance  intimeand by specific  performin
Background  Type party Contents commitment fermornot  strictly ornot reasons time

The implementation of the above solutions is subject to the
fufllment of the necessary procedures for consideration by listed
companies and approval by the securities requlatory authorities and
relevant competent authorties in accordance with relevant laws and
regulations.

2. The company has not yet formulated specific implementation
plans or time schedule for solving the overlapping business
between Baosteel, Echeng Steel and Chongaing Iron & Stegl.
The company will ulfl s information disclosure obligations in
accordance with the relevant laws and regulations in a timely
manner after specific feasible plans are formulated;

3. In addition to the above, when the company o other
subsidiaries are offered business opportunties that may
compete with the business of Chongging lron & Steel, the
company willtry its best to give Chongging lron & Steel the
right of prioriy to develop such opportunities and the right
offirst refusal to acauire the projects, promote the price of
the relevant transactions to be fair and reasonable, and take
the commercial practices followed for conducting normal
commercial transactions with independent third parties as its
pricing bass;

4. The company undertakes to strictly comply with the laws and
regulations as well as the provisions of the arficles of association
of the Company and its relevant management system and not
o use its position as an indirect controlling shareholder of the
Company to seek unjustified benefits which may further impair
the rights and interests of other shareholders of the Company;

5. The above commitments shall remain in force during the period
when China Baowu has de facto control over Chongging Iron &
Steel.
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Section VI  Significant Events (Continued)

.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin ~ indicated

time should be  in the case
Performed  accompanied of failure to

Commitment Timeand termof ~ Performance  intimeand  byspecific  performin
Background  Type party Contents commitment termornot  strictly ornot reasons time
Tosolvethe  Strategic 1. During the period when Strategic Emerging Fund and China 16 September 2020 No Yes
horizontal ~ Emerging Baowu are acting in concert and China Baowu has de facto
competition ~ Fund control over Chongging Iron & Steel, Strategic Emerging Fund

will not take advantage of China Baowu's control over the
Company to obtain unjustified benefits and will not prejucice
the legitimate interests of the Company and other shareholders;

2. After the completion of change in equity, Strategic Emerging
Fund wil reasonably integrate the business development
direction of ts wholly-owned and holding subsidiaries and other
enterprises under its de facto control in accordance with the
main busingss development characteristics of each enterprise,
and avoid itself and enterprises under its control from engaging
in business that s in substantial horizontal competition with the
main business of Chongging lron & Steel;

3. I, during the period when Strategic Emerging Fund and China
Baowu are acting in concert and China Baowu has de facto
control over Chongaing Iron & Stee!, Strategic Emerging
Fund and the enterprises under its control obtain business
opportunities that may constitute horizontal compefition with the
Company, Strategic Emerging Fund will faciltate the transfer of
such business opportunities to the Company. If such business
opportunities are not et available for transfer to the Company,
or it for other reasons the Company is temporarily unable to
obtain such business opportunities, the Company shall have
the right to request the Strategic Emerging Fund to adopt other
means permitied by laws, regulations and the CSRC to solve
the problem.
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Section VI Significant Events (Continued)

I.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin ~ indicated

time should be i the case
Performed  accompanied of failure to

Commitment Timeand termof ~ Performance  intimeand by specific  performin
Background  Type party Contents commitment fermornot  strictly ornot reasons time
Tosolvethe  Changshoulron 1. Asof 1December 2017, Changshou Iron & Steel has not 1December 2017 No Yes
horizontal & Steel engaged in any business that is the same as or similar to the
compettion existing core business of Chongging lron & Steel.

2. During the period when Changshou Iron & Steel is the controling
shareholder of Chongging Iron & Steel, if Changshou lron &
Steel obtains a business opportunity of engaging i the same
business as Chongqing Iron & Steel, Changshou Iron & Steel
shall concede the business oppartunity to Chongging lron &
Steel and can invest only after Chongging Iron & Steel has
given up such busingss oppartunity. (‘engaged/engaging in”
refers to any situations in which the business is conducted
directly or indirectly through a controlling entiy, excluding
minority equity investments that do not generate a controlling
postion.)

2023 Interim Report



Section VI  Significant Events (Continued)

.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin ~ indicated

time should be  in the case
Performed  accompanied of failure to

Commitment Timeand termof ~ Performance  intimeand  byspecific  performin
Background  Type party Contents commitment termornot  strictly ornot reasons time
Tosolvethe  China Baowu 1. China Baowu will ensure the business independence and asset 16 September 2020 No Yes
related party integrity of Chongging lran & Stee, as well as independent and
{ransactions integral production, supply and marketing system and other

auxiliary and supporting systems.

2. China Baowu and other enterprises under its control will not
seek the priority to conclude transactions with Chongging
Iron & Steel and its subsidiaries by utlizing its control over
Chongging Iron & Stegl.

3. China Baowu and other enterprises under its control wil avoid
and reduce unnecessary transactions with Chongging lron
& Steel and its subsidiaries. In the case of indeed necessary
and unavoidable transactions, China Baowu and other
enterprises under its control and Chongaing Iron & Steel and
its subsidiaries shall enter into agreement by following the
principles of justice, fairness, valuable consideration, efc.,
according to law, perform legal procedures, and in accordance
with the requirements of laws, regulations and regulatory
documents and the provisions of the Articles of Association of
Chongging Iron & Steel, perform the obligation of information
disclosure according to law and related procedures for internl
decision-making and reporting for approval, and undertake to
neither conduct transactions with Chongging lron & Stegl and
its subsidiaries on unfair terms as compared with market prices,
nor engage in activities impairing the legitimate interests of
Chongaing Iron & Steel and its shareholders by uflizing such
{ransactions.

4. In case of violation of any of the above commitments, China
Baowu will undertake the liabilty according tolaw and
compensate Chongaing Iron & Stegl for loss caused thereby.
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Section VI Significant Events (Continued)

I.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin  indicated

time should be  in the case
Performed ~ accompanied of failure to

Commitment Timeandtermof  Performance  intimeand by specific performin
Background  Type party Contents commitment termornot  strictly ornot reasons time
Tosolvethe  Strategic 1. The Strategic Emerging Fund will ensure the business 16 September 2020 No Yes
related party  Emerging independence and asset integrity of Chongaing Iron & Stegl,
fransactions ~ Fund as wel as independent and integral production, supply and

marketing system and ofher auxiliary and supporting systems.

2. Strategic Emerging Fund and the enterprises under ts control wil
not seek the priority to conclude transactions with Chongging
Iron & Steel and its subsidiaries by utilizing the concerted
action relationship between Strategic Emerging Fund and China
Baowu and China Baowu's control over Chongging lron & Steel.

3. Strategic Emerging Fund and the enterprises under its control
wilavoid and reduce unnecessary transactions with Chongging
Iron & Stegl and its subsidiaries. In the case of indeed
necessary and unavoidable transactions, Strategic Emerging
Fund and the enterprises under its control and Chongging
Iron & Stee! and its subsidiaries shall enter into agreement
by following the principles of justice, fairess, valuable
consideration, etc., according to law, perform legal procedures,
and in accordance with the requirements of laws, regulations
and regulatory documents and the provisions of the Articles of
Association of Chongaing Iron & Stegl, perform the obligation of
information disclosure according to law and related procedures
for internal decision-making and reporting for approval, and
undertake to neither conduct transactions with Chongging lron
& Steel and its subsiciaries on unfair terms as compared vith
market prices, nor engage in activities impairing the legitimate
interest of Chongging Iron & Steel and its sharehalders by
uflizing such transactions.
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Section VI  Significant Events (Continued)

.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin  indicated

time should be  in the case
Performed ~ accompanied of failure to
Commitment Timeandtermof  Performance  intimeand by specific performin
Background  Type party Contents commitment termornot strictly ornot reasons time

4. Incase of violation of any of the above commitments, Strategic
Emerging Fund will undertake the liabilty according to law and
compensate Chongging Iron & Stee! for loss caused thereby.

Tosolvethe ~ Changshoulron 1. After the implementation of the bankruptcy reorganisation plan 1 December 2017 No Yes
related party & Steel of Chongging Iron & Steel, Changshou lron & Steel will, in strict
{ransactions accordance with the requirements of laws and regulations such

as the Company Law and the relevant provisions of the Articles
of Association of Chongging Iron & Steel, exercise the rights of
shareholders, or urge the directors nominated by Changshou
Iron & Steel to exercise the rights of directors according to

[aw and to fufill the obligation to abstain from voting when

the general meeting and the Board vote on the related party
fransactions involving Changshou Iron & Stegl.

2. After the implementation of the bankruptcy reorganisation
plan of Chongaing Iron & Stel, for the possiole related
party transactions arising from various reasonable reasons,
Changshou Iron & Steel will, according to applicable laws and
regulations and on the principles of justice and equtty, sign
agreements according to law, perform relevant procedures,
and perform its obligation of information disclosure in a timely
manner, 50 as to ensure that such transactions will not harm the
legitimate rights and interests of Chongqing Iron & Steel and
offer shareholders.
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Section VI Significant Events (Continued)

I.  FULFILLMENT OF COMMITMENTS (CONTINUED)

() Commitment of de facto controller, shareholders, related parties, acquirer
and the Company during or sustained to the Reporting Period (Continued)

Next plan
Failure to should be
performin  indicated

time should be  in the case
Performed  accompanied of failure to

Commitment Timeand termof ~ Performance  intimeand by specific  performin
Background  Type party Contents commitment fermornot  strictly ornot reasons time
Others China Baowu 1. China Baowu and its concerted party, Strategic Emerging 16 September 2020 No Yes
and Strategic Fund, undertake to maintain separation from Chongging lron &
Emerging Steel in terms of assets, personnel, finance, organization and
Fund business, and o strictly comply with the relevant provisions of

the CSRC regarding the independence of fisted companies,
and not fo use their controlling position to violate the regulated
operating procedures of Chongging Iron & Stee, interfere with
the operating decisions of Chongging Iron & Steel or harm

the legitimate interests of Chongging lron & Steel and other
shareholders. The promisees and other subsidiaries under their
control guaranteg that they wil not misappropriate the funds of
Chongging Iron & Steel and its subsicfaries under its control in
any way.

2. The above commitments shall remain in force during the period
when China Baowu has control over Chongaing lron & Stel
and Strategic Emerging Fund is acting in concert with China
Baowu. In the event of any loss to Chongging Iron & Steel as
aresultof the failure to perform the above undertakings by the
promisees, the promisees will bear the corresponding liability

for compensation.
Others Changshou I During the period when Changshou Iron & Steel holds the shares 1 December 2017 No Yes
& Steel of Chongging Iron & Stee!, Changshou Iron & Steel will, in strict

compliance with the rules of CSRC, Stock Exchanges, as wel as
those of the management system of Chongging Iron & Steel such
as the Articles of Association, exercise the shareholders' rights
and fulfill the shareholders" obligations in the same manner as
other shareholders. Changshou Iron & Steel will not seek improper
interests by using the position of shareholders but respect the
independence of Chongging Iron & Steel in terms of ts personnel,
assets, business, finance, and organization,
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V.

Section VI  Significant Events (Continued)

USE OF CAPITAL BY THE CONTROLLING SHAREHOLDER AND
OTHER RELATED PARTIES FOR NON-OPERATING PURPOSES
DURING THE REPORTING PERIOD

I:I Applicable Not applicable

GUARANTEE IN VIOLATION OF REGULATION
I:I Applicable Not applicable

AUDIT ON INTERIM REPORT
I:I Applicable Not applicable

CHANGES AND HANDLING OF MATTERS INVOLVED IN NON-
STANDARD AUDIT OPINIONS OF 2022 ANNUAL REPORT

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section VI Significant Events (Continued)

VL.

VILI.

VIII.

IX.

MATTERS RELATING TO INSOLVENCY OR RESTRUCTURING
I:I Applicable Not applicable

MATERIAL LITIGATION AND ARBITRATION

|:| Material litigations and arbitrations occurred No material litigations and arbitrations occurred
during the Reporting Period during the Reporting Period

SUSPECTED VIOLATIONS OF LAWS AND REGULATIONS OF,
PUNISHMENTS TO AND RECTIFICATION OF THE COMPANY
AND ITS DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT,
CONTROLLING SHAREHOLDERS, AND DE FACTO CONTROLLERS

I:I Applicable Not applicable

INTEGRITY OF THE COMPANY AND ITS CONTROLLING
SHAREHOLDERS AND DE FACTO CONTROLLERS DURING THE
REPORTING PERIOD

I:I Applicable Not applicable
MATERIAL RELATED PARTY TRANSACTIONS

(I) Related party transactions related to day-to-day operation

1. Events disclosed in provisional announcements but without subsequent development or
changes during implementation

I:I Applicable Not applicable

2023 Interim Report



Section VI Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

2.

Events disclosed in provisional announcements with subsequent development or changes
during implementation

Applicable D Not applicable

On 19 March 2021, the Resolution in relation to the Entering into of the Service and
Supply Agreement from 2021 to 2023 between the Company and China Baowu and
the Continuing Related Party Transactions (Including the Annual Cap) was considered
and approved at the 35th meeting of the eighth session of the Board of the Company,
pursuant to which, the total amount of products provided by the Company and its
subsidiaries (the “Group”) to China Baowu and its subsidiaries (“China Baowu Group”)
and the total amount of products, materials and services provided by China Baowu Group
to the Group shall not exceed RMB49,741,000,000 and RMB87,990,000,000, respectively,
for the period from 1 April 2021 to 31 December 2023. On 1 April 2021, the Company and
China Baowu entered into the Service and Supply Agreement. For details, please refer to
the Announcement on 2021-2023 Continuing Related Party Transactions (Announcement
No.: 2021-021) and the Announcement on the Progress of 2021-2023 Continuing Related
Party Transactions (Announcement No.: 2021-024) disclosed by the Company on 20
March 2021 and 2 April 2021, respectively.

In view of the enlarged production scale of the Company and the increase of China
Baowu’s demand, the Company intends to enter into the Supplemental Service and
Supply Agreement with China Baowu, which agreed that the item “pig iron” shall be
added to the products sold by the Group to China Baowu Group, and the total amount
from provision of services and/or materials by the Group to China Baowu Group shall
not exceed RMB2,537,100,000 for the period from the effective date of the Original
Agreement to 31 March 2021. Save for the changes aforesaid, all other terms under the
Original Agreement remain unchanged. On 29 January 2021, the Resolution in relation to
the Entering into of the Service and Supply Agreement and its Supplemental Agreement
between the Company and China Baowu and the Continuing Related Party Transaction
(Including the Proposed Cap thereunder) entered into was considered and approved
at the 33rd meeting of the eighth session of the Board of the Company, and on the
same day, the Company entered into the Supplemental Service and Supply Agreement
with China Baowu. For details, please refer to the Announcement on the Progress of
Continuing Related Party Transactions (Announcement No.: 2021-008) disclosed by the
Company on 30 January 2021.
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Section VI

Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

2.

2023 Interim Report

Events disclosed in provisional announcements with subsequent development or changes
during implementation (Continued)

In order to ensure the stable and continuous running of the production and operation
of the Company, on 19 March 2021, the Resolution in relation to the Entering into of the
Service and Supply Agreement from 2021 to 2023 between the Company and China
Baowu and the Continuing Related Party Transactions (Including the Annual Cap) was
considered and approved at the 35th meeting of the eighth session of the Board of
the Company, pursuant to which, the Company was approved to enter into the Service
and Supply Agreement (the “Agreement”) with China Baowu, and the total amount
of products provided by the Company and its subsidiaries (the “Group”) to China
Baowu and its subsidiaries (“China Baowu Group”) and the total amount of products,
materials and/or services provided by China Baowu Group to the Group shall not exceed
RMB49,741,000,000 and RMB87,990,000,000, respectively, for the period from 1 April
2021 to 31 December 2023. For details, please refer to the Announcement on 2021-2023
Continuing Related Party Transactions (Announcement No.: 2021-021) disclosed by the
Company on 20 March 2021. On 1 April 2021, the Company and China Baowu entered
into the Service and Supply Agreement for a period from 1 April 2021 to 31 December
2023.

Due to the development of the Company’s innovative business model and the professional
integration of China Baowu, it is necessary to increase the types and amounts of
transactions for the products supplied by the Group to the China Baowu Group in 2022
and 2023 under the original agreement, and to increase the amounts of raw materials,
production materials and services provided by the China Baowu Group to the Group.
On 8 July 2022, at the 15th Meeting of the ninth session of the Board of the Company,
the Resolution in relation to the Entering into of the Supplemental Service and Supply
Agreement between the Company and China Baowu and the Continuing Related Party
Transactions (Including the Revision of the Proposed Cap) was voted on and passed,
pursuant to which the Company was approved to enter into a supplemental agreement
with China Baowu. On the same date, the two parties entered into the supplemental
agreement. For details, please refer to the Announcement on the Progress of 2021-2023
Continuing Related Party Transactions (Announcement No.: 2022-022) disclosed by the
Company on 9 July 2022.



Section VI  Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

2.

Related party

Guangdong Guangwu Zhongnan

Construction Materials Group Co., Lid. party goods goods
Shanghai Quyeel Material Technology

Co., Ltd.

Shanghai Quyeel Supply Chain Co,, Ltd.

Xingang Intemational Trading Co, Ltd.

(FEEREAARAT)

Events disclosed in provisional announcements with subsequent development or changes
during implementation (Continued)

During the Reporting Period, the actual amount of the related party transaction was within
the annual caps, the details of which are as follows:

Transaction
amount
(Unit: RMB)

Type of related party
transaction

Pricing principle

Procurement of goods and 7,717,663,263.99
acceptance of services

Sale of goods

Market price

Market price 4,372,111,338.10

Matters not disclosed in provisional announcements
Applicable

I:I Not applicable

Unit: RMB  Currency.: Renminbi

Asa
percentage of  Setflement Reason for the
Type of Contentof Pricing principle Transaction Transaction ~ theamount  method of difference hetween
Related related party related party  of related party price of amount of of similar ~ related party Market Transaction price and
relationship  transaction transaction transaction related parly related party  fransactions transaction price  market reference price
(%)
Other related ~~ Sales of Sales of With reference to
market price | 154177512015 4 [
Otherrelated ~ Salesof ~ Salesof  Wih referenceto / 1495.626,410.48 12 | [
party goods goods market price
Other related ~ Sales of Salesof  With referenceto / 460,680 171.40 22 [
party goods goods  market price
Other related ~ Sales of Salesof  Wih referenceto / 20376053779 12 I
party goods goods  market price
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Section VI

Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

3. Matters not disclosed in provisional announcements (Continued)

Related
relationship

Related party

Chongaing Baocheng Carbon Co., Ltd. ~ Other related
party
Baowu Environmental Science Chongaing ~ Other related
Resource Recycling Ca., Lid. party
Baowu Group Echeng Steel Co., Lid. Other related
party
WISCO Jiangbei Cold-Formed Co., Ltd. ~ Other related
party
Baosteel Chemical (Zhangjiagang Free  Other related
Trade Zone) International Trade Co., party
Ld.
Guangdong Buiding Materials Co., Lid.*  Other related
(BRERIERLA) party
Baowu Heavy Industry Co., Ltd. Other related
party
Dongguan Baosteel Special Steel Other related

Processing & Distribution Co,, Ltd." party
(RREARRANIRZARLA)

Others Other related
party

Shanghai Quyeel Logistcs Co., Lid. Other related
party

Shanghai Baoding Energy Co., Lid. Other related
paty

Baosteel Engineering & Technology Group  Other related
Co, Ltd. party

2023 Interim Report

Asa
percentage of
the amount
of similar
transactions

Transaction
amount of
related party

Type of Content of
related party ~ related party
transaction  transaction

Pricing principle - Transaction
of related party price of
transaction related party

Sales of goods  Salesof  With reference fo /
goods,  market price
energy
medium,
rendering
of services

Sales of goods Sales of goods, With reference fo |
energy market price

2%3,218.69.17 121

166,598,£39.04 080

medlum
Sales of goods Sales of goods With reference o / 105,839.20.84 051
market price
Sales of goods Sales of goods Wih reference fo / 4446701564 021
market price
Sales of goods Sales of goods With reference fo / 3313273 44 002
market price
Sales of goods Sales o goods With referenceto | 31740797 002
market price
Sales of goods Sales of goods, With reference fo | 235196389 001
energy market price
mealum
Sales of goods Sales of goods Wih reference fo / 117642345 0.1
market price
Sales of goods Sales of energy With reference fo / 12998464 0.06
medium market price
Receiptof  Receiving of ~ With reference to / 159,975,691 87 450
services  services  market price
Receiptof  Receivingof  With reference o / 46,745,460.40 132
sevices  services  market price
Receiptof  Receivingof  With referenceto | 154.706.273.93 382
services - Services, — market price
project
construction

Seitlement Reason for the
method of difference between
related party Market Transaction price and
fransaction price  market reference price

/ [
/ [
/ (R
/ [
/ [
/ [
/ [
/ [
/ [
/ [
/ [
/ P



Section VI  Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

3. Matters not disclosed in provisional announcements (Continued)
Asa
percentage of  Settlement Reason for the
Type of Contentof  Pricing principle  Transaction Transaction  theamount  method of difference between
Related related party  related party  of related party price of amount of of similar ~ related party Market Transaction price and
Related party relationship fransaction transaction transaction related party relafedparty  transactions transaction price market reference price
%
Baowu Equipment Intelligent Technology ~ Otherrelated ~ Receiptof  Receivingof  With reference to | 5449203261 154 / /
Co,, Ltd. party services  services  market price
Baowu Heavy Industry Co., Lid. Other related  Receiptof  Receiving of  With reference fo / 35,441 248 41 10 [
party services  services  market price
Shanghai Baosight Software Co., Lid. ~ Otherrelated  Receiptof  Receivingof - With reference o / 3419376995 084 I
narty services  services,  market price
project
construction
Baowu Water Technology Limited Other related ~ Receiptof  Receiving of  With reference fo / 2441420181 080 | [
party services  services,  market price
project
construction
Taicang Wugang Terminal Co, Ltd Other related ~ Receiptof  Receiving of  With referenceto / 21,684, 142.46 081 | [
party services  services  market price
Shanghai Baosteel Shipping Co, Lid. ~ Otherrelated  Receiptof  Receiving of  With referenceto / 041924447 058 | [
narty services  services  market price
Shangha Meishan Indusirial Civ Other related  Receiptof  Project Wih reference o / 1178511480 22 | I
Engineering Design Research Institute ~~ party services  construction  market price
Co., Lid.
Guangdong Baodi Nanfua Industrial City ~ Other related  Receiptof  Receiving of  With referenceto / 743987887 0 [
Development Co., Ltd. party sevices  sevices  market price
Zhejiang Zhoushan Wugang Terminal Co.,  Otherrelated  Receiptof  Receiving of  With reference to | £,734.255.04 019 | / |
Ltd. party sevices  services  market price
Ouyeel Industrial Products Co, Lid. Otherrelated  Receintof  Receiving of  With referenceto / £,223.436.04 018/ [
parly sevices  sevices  market price
Baowu Environmental Science Chongaing ~ Other related  Receiptof  Receiving of  With referenceto / 5,106,967.80 0 I
Resource Recyeling Co., Ltd. party services  services  market price
Baoshan lron and Steel Co., Ltd. Other related  Receiptof  Receving of  With reference to / 380419538 o I
party services  services  market price
Baosteel Development Co., Lid. Otherrelated ~ Receiptof  Receiving of  With referenceto / 3,356,779 09 [
party services  services  market price
Shanghai Baosteel Xinyue Talent Other related ~ Receiptof  Receving of  With reference fo / 2,608,000.00 07 ) [
Technology Co., Lid. party services services - market price
Shanghai Baosteel Enginegring Consulting  Other related  Receiptof —Project  Withreferenceto / 980,302.00 019 ==
Co., Ltd. party sevices  construction  market price
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Section VI

Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)

3. Matters not disclosed in provisional announcements (Continued)

Related party

Shanghai Baosteel Building Engineering
Design Co, Ltd.* (LS ERRATRR
BRAR)

Others

Baostee! Resources International Co., Lid.

Baosteel Resources Holdings (Shanghai)
Co., Ltd.
Baowu Raw Material Supply Co,, Ltd.

Shanghai Baoding Energy Co., Lid.
Quyeel Industrial Products Co., Ltd.

Ma Steel International Trade and
Economic Co., Ltd.

Guangdong Guangwu Zhongnan Building
Materials Group Co., Ltd.

Baowu Group Echeng Steel Co., Ltd.

Wugang Resources Group Ezhou
Pelltizing Co., Ltd.

Quyee! Blockchain Finance Renewable
Resources Co., Lid.

Yichang Yimei City Mineral Resources
Recycling Co, Lid.* (EREXHTEE
ERERTRERAA)

SPIC Guizhou Jinyuan Suiyang Industry
Co, L0 (EREREERNETEBE
FERLT)

(Guangdong Buiding Materials Co., Ltd.*
(RRERIARAR)

2023 Interim Report

Related
relationship

Other related
party

Otner related
party

Other related

party
Other related

party
Other related

party
Other related

narty
Other related

narty
Other related

party
Other related

party
Other related

party
Other related

party
Other related

party
Other related

party

Other related
party

Other related
party

Type of
related party
transaction

Receipt of
services

Receipt of
services

Purchase of
goods
Purchase of
goods
Purchese of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods
Purchase of
goods

Purchase of
goods

Purchase of
goods

Asa
percentage of
the amount
of similar
transactions

Transaction
amount of
related party

Contentof  Pricing principle ~ Transaction
related party ~of related party price of
transaction  fransaction  related party

Project With reference to /
construction  market price

800,000.00 016

Receiving of ~ With referenceto / 281154019 007
services,  market price
project
construction

Purchasing of With reference fo /
raw materials - market price
Purchasing of With reference to /
raw materials - market price
Purchasing of With reference to /
raw materials - market price
Purchasing of With reference to |
raw materials - market price
Purchasing of - With reference to |
spare parts  market price
Purchasing of With reference to /
raw materials - market price
Purchasing of With reference fo /
raw materials - market price
Purchasing of With reference fo /
raw materials - market price
Purchasing of With reference fo /
raw materials - market price

2mionesy 1920
1218,139,806.63 981
962277 869.56 175
T77,081,452.76 6.2
Mgy 84
284332029 Rk
190,073,093.27 154
87.995,615.70 071

71599,699.17 0.58

Purchasing of  With reference o / §6,357, 176,42 261
steel scrap  market price
Purchasing of  With reference to / 5170594747 208
steelscrap  market price

Purchasing of With reference to |
raw materials - market price

4204485116 034

Purchasing of With reference to /
steel scrap  market price

309%7,651.08 122

Seitlement Reason for the
method of difference between
related party Market Transaction price and
fransaction price  market reference price

/ [
/ [
/ [
/ (R
/ [
/ [
/ [
/ [
/ [
/ [
/ [
[ [
[ [
/ P
/ =2



Section VI  Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

() Related party transactions related to day-to-day operation (Continued)
3. Matters not disclosed in provisional announcements (Continued)

Asa
percentage of  Settlement Reason for the
Type of Contentof  Pricing principle  Transaction Transaction ~ theamount  method of difference between

Related related party related party  of related party price of amount of of similar  related party Market Transaction price and
Related party relationship fransaction transaction transaction related party relafedparty  transactions transaction price market reference price
Y

Baowu Equipment Inteligent Technology ~ Other related ~ Purchasg of - Purchasing of  With reference fo / 2905449280 SRI I
Co,, Ltd. party goods spare parts  market price
Baoshan Iron & Steel Co,, Lid. Other related ~ Purchase of  Purchasing of  With reference fo / 1117183612 009 [
party goods raw materials - market price
Shanghai Baosight Software Co., Lid. ~ Otherrelated  Purchase of  Purchasing of With reference o / 550.486.98 006 I
narty goods spare parts  market price
Total | | 12,089,774,602.09 | | |
Particulars of substantial sales return Nil
Explanation on related party transactions They enabled the Company to obtain stable and reliable service supply at a reasonable price, which is vital to the Company to keep

stable production, improve production efficiency and increase production output

(I) Connected transactions related to acquisition of assets or acquisition or
disposal of equity interests

1. Events disclosed in provisional announcements but without subsequent development or
changes during implementation

I:I Applicable Not applicable

2. Events disclosed in provisional announcements with subsequent development or changes
during implementation

I:I Applicable Not applicable
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Section VI

Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(Il) Connected transactions related to acquisition of assets or acquisition or

disposal of equity interests (Continued)

3.

Events not disclosed in provisional announcements

|:| Applicable Not applicable

Disclosure of the performance of the results relating to the results agreement during the
Reporting Period

|:| Applicable Not applicable

(1) Material connected transactions related to joint external investment

1.

2023 Interim Report

Events disclosed in provisional announcements without subsequent development or
changes during implementation

I:I Applicable Not applicable

Events disclosed in provisional announcements with subsequent development or changes
during implementation

Applicable I:I Not applicable

On 28 December 2022, the Resolution in relation to External Investment and Related Party
Transactions was considered and approved through voting at the 20th meeting of the
ninth session of the board of directors of the Company, pursuant to which, the Company
was approved to join hands with seven companies affiliated to China Baowu, the de facto
controller of the Company, including Guangdong Zhongnan Iron & Steel Co., Ltd., Baowu
Group Echeng Iron and Steel Co., Ltd., Shanxi Taigang Stainless Steel Co., Ltd., Baosteel
Desheng Stainless Steel Co., Ltd., Xinjiang Bayi lron & Steel Co., Ltd., Xinjiang Yili Iron
& Steel Co., Ltd. and Xinjiang Bagang Nanjiang Steel Baicheng Co., Ltd., to increase
capital shares of Baowu Water Technology Limited (“Baowu Water”) affiliated to China
Baowu. The Company intended to increase its capital contribution in kind in this related
transaction to the asset value of RMB60,679,500 on the date of capital contribution,
accounting for 1.339% of the general capital of Baowu Water.

On 30 January 2023, all parties related to the transaction entered into the Capital
Increase and Share Enlargement Agreement. Due to the change of the time of capital
contribution, the asset value of the Company’s capital contribution to the general capital
of Baowu Water on the date of capital contribution has changed from RMB60,679,500 to
RMB60,364,500, representing a change of the Company’s contribution from 1.339% to
1.334%.



Section VI  Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(1) Material connected transactions related to joint external investment
(Continued)

3. Events not disclosed in provisional announcements
I:I Applicable Not applicable

(IV) Amounts due to or from related parties

1. Events disclosed in provisional announcements without subsequent development or
changes during implementation

I:I Applicable Not applicable

2. Events disclosed in provisional announcements with subsequent development or changes
during implementation

I:I Applicable Not applicable

3. Events not disclosed in provisional announcements

I:I Applicable Not applicable
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Section VI Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Financial businesses between the Company and related financial
companies, the Company’s controlling financial companies and related

parties
Applicable I:I Not applicable
1. Deposit business

Applicable I:I Not applicable

Unit: RMB  Currency.: Renminbi

Amount incurred during the period
Total Total
Maximum Range of amount amount

daily deposit deposited withdrawn
deposit interest Opening during the during the Closing
Related party Related relationship limit rate balance period period balance

Baowu Finance Other related party 20000000000 0.46%-1.65% 122816809166  5,012,926,780.93 537924061419 8618542584

Tota / / [ 122616809166 501292678093 5,379,40614.19 8618542584

2. Loan business

I:I Applicable Not applicable
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Section VI  Significant Events (Continued)

X. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Financial businesses between the Company and related financial
companies, the Company’s controlling financial companies and related
parties (Continued)

3. Credit granting business or other financial services

Applicable I:I Not applicable

Unit: RMB  Currency.: Renminbi

Actual
Related amount
Related party relationship Business type Total amount occurred
Baowu Finance Other related party ~ Comprehensive credit
facilities 1,800,000,000.00 =
4. Others

I:I Applicable Not applicable

(V1) Other material related party transactions

I:I Applicable Not applicable

(VII) Others

I:I Applicable Not applicable
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Section VI Significant Events (Continued)

Xl. MATERIAL CONTRACTS AND THE IMPLEMENTATION

1 Trust, contracted businesses and leasing affairs

Applicable I:I Not applicable

(1) Trust

I:I Applicable Not applicable

(2)  Contracted businesses

I:I Applicable Not applicable

(3)  Leasing affairs
Applicable I:I Not applicable
Unit: RMB  Currency.: Renminbi

Statusof  Amount  Dateof Basisof  Effectofgain ~ Whethera

Nameof  leased ofleased commencement Expirydate  Gainon defermination onleaseonthe related party Connected
Name of lessor lessee 353ets assels of lease of lease lease of such gain__Compan fransaction _relationship

Chongginglon &~ Chongaing ~ Equipment | 20010101 0051231 7300884936 Confract ~ Affecting the costs No
Stel Company —~ lron & Steel
(Group) Limited -~ Company
Limied

Explanations on leasing affairs

Not applicable
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Section VI  Significant Events (Continued)

Xl. MATERIAL CONTRACTS AND THE IMPLEMENTATION (CONTINUED)

2 Significant guarantees that were performed or not yet performed during
the Reporting Period

|:| Applicable Not applicable

3 Other significant contracts

I:I Applicable Not applicable

Xll. EXPLANATION OF OTHER SIGNIFICANT EVENTS
Applicable I:I Not applicable

() Relevant disclosure made according to the Rules Governing the Listing
of Securities on the HKEx

1. Compliance of Corporate Governance Code

To the best of knowledge of the Board, the Company had complied with the requirements
of the “Corporate Governance Code” as set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited during the
Reporting Period, and was not aware of any deviation from the Code.

2. Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix 10 of the Listing Rules as the
code for trading of the Company’s securities by directors. All directors of the Company
confirmed upon specific enquiries that they had complied with the required standards as
set out in the Model Code for the six months ended 30 June 2023.
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Section VI

Significant Events (Continued)

XIl. EXPLANATION OF OTHER SIGNIFICANT EVENTS (CONTINUED)

() Relevant disclosure made according to the Rules Governing the Listing

of Securities on the HKEx (Continued)

3.

2023 Interim Report

Interim dividend

Given the fact that the accumulated undistributed profit of the Company remained
negative as of the end of the Reporting Period, the Company does not recommend
distribution of any interim dividend for the six months ended 30 June 2023 pursuant to the
provision of Article 250 of the Articles of Association.

Purchase, sale or redemption of listed securities of the Company

No purchase, sale and redemption of the listed securities of the Company during the
Reporting Period.

Major acquisition and disposal of subsidiaries and affiliates

No major acquisition and disposal of subsidiaries and affiliates occurred during the
Reporting Period.

Audit Committee

The Audit Committee is comprised of three independent non-executive directors and one
non-executive director, namely, Mr. Zhang Jinruo, Mr. Sheng Xuejun, Mr. Guo Jiebin and
Mr. Zhou Ping with Mr. Zhang Jinruo acting as the chairman of the Audit Committee.

The unaudited interim financial report of the Company for the six months ended 30 June
2023 had been reviewed by the members of the Audit Committee before being submitted
to the Board for approval.



Section VI  Significant Events (Continued)

XIl. EXPLANATION OF OTHER SIGNIFICANT EVENTS (CONTINUED)

Applicable

I:I Not applicable

() Relevant disclosure made according to the Rules Governing the Listing
of Securities on the HKEx (Continued)

7.

Interests or short positions

As at 30 June 2023, the interests or short positions (including interests or short positions
which they were taken or deemed to have under relevant provisions of the Securities and
Futures Ordinance (“SFQ”")) of the directors, supervisors or senior management members
of the Company in the shares or underlying shares or debentures of the Company and
any of its associated corporations (within the meaning of Part XV of the SFO), which were
required to be recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO, or which were required, pursuant to the Rules Governing
the Listing of Securities on the Stock Exchange and the Model Code for Securities
Transactions by Directors of Listed Companies, to be notified to the Company and the
Stock Exchange, were as follows:

Zou An

Lei Yougao
(Appointed
on 30 June)

Xia Tong
(Appointed
on 30 June)

Zhou Yaping
(Resigned
on 30 June)

Yao Xiaohu
(Resigned
on 30 June)

Xie Chao

The Company/
associated

corporations Capacity

The Company Director, Senior Vice
President, Secretary to
the Board

The Company  Supervisor representing
staff

The Company  Supervisor representing
staff

The Company Supervisor representing
staff

The Company  Supervisor representing
staff

The Company  Senior Vice President

Nature of interests

Beneficial interests

Beneficial interests

Beneficial interests

Beneficial interests

Beneficial interests

Beneficial interests

Total number
of interested
shares held
(Share)

1,684,600
(long position)

430,000
(long position)

534,100
(long position)

755,400
(long position)

919,400
(long position)

1,057,400
(long position)

Percentage Percentage

in the share in the
capital of total share
A shares capital
of the of the
Company  Company
%) %)
0.020 0.019
0.005 0.005
0.006 0.006
0.009 0.008
0.011 0.010
0013 0.012

Class of
shares

Ashare

Ashare

A share

A share

Ashare

Ashare

Chongging Iron & Steel Company Limited
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Section VI

Movement of Shares and the Particulars of Shareholders

. INFORMATION ON CHANGES IN SHARE CAPITAL

() Table of movement of shares

Table of movement of shares

During the Reporting Period, the total number of shares and the structure of the share
capital of the Company remained unchanged.

Explanation on movement of shares

D Applicable Not applicable

Impact on financial indicators such as earnings per share and net assets per share from
change in shares occurred from the Reporting Period up to the disclosure date of the
interim report (if applicable)

|:| Applicable Not applicable

Other information considered necessary by the Company or required by regulators to be
disclosed

I:I Applicable Not applicable

(I1) Information on changes in lock-up shares
|:| Applicable Not applicable

. PARTICULARS OF SHAREHOLDERS

() Total number of shareholders:

Total number of ordinary shareholders as of the end of the Reporting
Period 167,651

Total number of preferential shareholders with resumed voting rights as
of the end of the Reporting Period 0
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Section VIl Movement of Shares and the Particulars of Shareholders (Continued)

. PARTICULARS OF SHAREHOLDERS (CONTINUED)

(1)

Table of Shareholdings of the Top Ten Shareholders, Top Ten Tradable
Share Holders (or Shareholders Without Trading Limitations) as of the

End of the Reporting Period

Shareholdings of top ten shareholders

Name of shareholder
(full name)

Changging Changshou Iron &
Steel Company Limited
HKSCC NOMINEES LIMITED

Changging Qianxin Group Co.,
Ltd.

Chongaing Rural Commercial
Bank Co., Ltd.

Chongging Guochuang
Investment and Management
Co., Ltd.

Bank of Chongging Co., Ltd.

Baowu Group Zhongnan Steel
Co., Ltd.

Industrial Bank Co., Ltd.
Chongging Branch

Agricultural Bank of China
Limited Chongaing Branch

China Shipbuilding Industry
Complete Logistics Co., Ltd.
(PRIZREMRBRAR)

Increase/
Decrease

during
Reporting
Period

0

330,000

Number of
shares held
as at the
end of the
Reporting
Period

2,096,981,600

532,911,221

427,195,760

289,268,939

278,288,059

226,042,920

224,831,743

219,633,096

216,403,628

211,461,370

Percentage
(%)

23.51

598

479

324

2.53

2.52

246

243

2.37

Number

of shares
held subject
to trading
moratorium

Chongging Iron & Steel Company Limited

Pledged, marked or frozen

Status of

shares Number

Nil 0
Unknown -
Pledged 427,190,070
Nil 0
Nil 0
Nil 0
Nil 0
Nil 0
Nil 0
Nil 0

Unit: share

Type of
shareholder

State-owned legal

person

Foreign legal

person

State-owned legal

person

State-owned legal

person

State-owned legal

person

State-owned legal

person

State-owned legal

person

Unknown

State-owned legal

person

State-owned legal

person
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Section VIl Movement of Shares and the Particulars of Shareholders (Continued)

Il. PARTICULARS OF SHAREHOLDERS (CONTINUED)

(I1) Table of Shareholdings of the Top Ten Shareholders, Top Ten Tradable
Share Holders (or Shareholders Without Trading Limitations) as of the
End of the Reporting Period (Continued)

Shareholdings of Top Ten Shareholders Without Trading Limitations

Shareholdings Type and number of shares
of tradable

shares without
trading
Name of shareholder limitations Number

Chongging Changshou Iron & Steel Company Limited 2,096,981,600 RMB denominated 2,096,981,600
ordinary shares

HKSCC NOMINEES LIMITED 532,911,221 Overseas listed 532,911,221
foreign shares
Chongging Qianxin Group Co., Ltd. 427,195,760 RMB denominated 427,195,760
ordinary shares
Chongging Rural Commercial Bank Co., Ltd. 289,268,939  RMB denominated 289,268,939
ordinary shares
Chongging Guochuang Investment and Management 278,288,059 RMB denominated 278,288,059
Co., Ltd. ordinary shares
Bank of Chongging Co., Ltd. 226,042,920  RMB denominated 226,042,920
ordinary shares
Baowu Group Zhongnan Steel Co., Ltd. 224,831,743  RMB denominated 224,831,743
ordinary shares
Industrial Bank Co., Ltd. Chongging Branch 216,899,843  RMB denominated 216,899,843
ordinary shares
Agricultural Bank of China Limited Chongging Branch 216,403,628 RMB denominated 216,403,628
ordinary shares
China Shipbuilding Industry Complete Logistics Co., 211,461,370  RMB denominated 211,461,370
Ltd. (P IERENRBRAT) ordinary shares
Description of accounts designated for share N/A

repurchase among the top ten shareholders
Description of the entrusting/being entrusted voting  N/A

rights or waiving voting rights of the above
shareholders
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Section VIl Movement of Shares and the Particulars of Shareholders (Continued)

. PARTICULARS OF SHAREHOLDERS (CONTINUED)

(I) Table of Shareholdings of the Top Ten Shareholders, Top Ten Tradable
Share Holders (or Shareholders Without Trading Limitations) as of the
End of the Reporting Period (Continued)

Shareholdings Type and number of shares
of tradable

shares without
trading
Name of shareholder limitations Number

The above shareholders’ connected relationship or  Chongging Changshou Iron & Steel Company Limited is the
concerted action controlling shareholder of the Company, Chongging Changshou
Iron & Steel Company Limited and Baowu Group Zhongnan Steel
Co., Ltd. are under common control by China Baowu Steel Group
Corporation Limited, a de facto controller of the Company, thus
the two are related parties, and has no associated relationship
with the other 8 shareholders and they are not parties acting
in concert as stipulated in the Measures for the Administration
of the Takeover of Listed Companies. The Company is also not
aware of whether there is any associated relationship among
the other 8 shareholders or whether they are parties acting in
concert.

Preferential shareholders with resumed voting rights  N/A
and their shareholding

Shareholdings and Trading Limitations of Top Ten Shareholders with Trading Limitations
I:I Applicable Not applicable

() Strategic investors or ordinary legal persons who became top ten
shareholders due to placing of new shares

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited

67



68

Section VIl Movement of Shares and the Particulars of Shareholders (Continued)

lll. DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

() Changes in shareholdings of directors, supervisors and senior

management currently holding office or having resigned during the
Reporting Period

Applicable

I:I Not applicable

Increase/

Shareholding Decrease in

at the shareholding

end of the during the
Reporting Period Reporting Period

Unite: share

Reason for changes
in shareholding

Zhou Yaping

Yao Xiaohu

Xie Chao

Zou An

Xia Tong

Lei Yougao

Shareholding
at the
beginning of the
Title Reporting Period
Staff 755,400
Representative
Supervisor
Staff 919,400
Representative
Supervisor
Senior Vice 1,057,400
President
Director, Senior 1,684,600
Vice President,
Secretary to the
Board
Staff 534,100
Representative
Supervisor
Staff 430,000
Representative
Supervisor

755,400 0
919,400 0
1,057,400 0
1,684,600 0
534,100 0
430,000 0
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Section VIl Movement of Shares and the Particulars of Shareholders (Continued)

V.

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
(CONTINUED)

(1

Changes in shareholdings of directors, supervisors and senior
management currently holding office or having resigned during the
Reporting Period (Continued)

Other information

Applicable I:I Not applicable

On 30 June 2023, the Company received written resignations tendered by Mr. Yao Xiaohu and
Mr. Zhou Yaping, the staff representative supervisors of the Company. Due to work adjustment,
Mr. Yao Xiaohu resigned as a staff representative supervisor of the ninth session of the
Supervisory Committee of the Company and still served as the deputy secretary of the Party
Committee, secretary of the disciplinary committee and chairman of the labour union. Due to
reaching the statutory age for retirement, Mr. Zhou Yaping resigned as a staff representative
supervisor of the ninth session of the Supervisory Committee of the Company and he will no
longer hold any post in the Company after his resignation. On the same date, the Company
convened the 23rd meeting of the first session of staff congress, at which Mr. Xia Tong and
Mr. Lei Yougao were elected as the staff representative supervisors of the ninth session of the
Supervisory Committee of the Company, with the same term of office as the ninth session of the
Supervisory Committee.

Information on incentive share option granted to directors, supervisors
and senior management during the Reporting Period

D Applicable Not applicable

(1) Other information

I:I Applicable Not applicable

CHANGES IN THE CONTROLLING SHAREHOLDER OR THE DE
FACTO CONTROLLER

I:I Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section VIII Relevant Information on Preference Shares

|:| Applicable Not applicable
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Section IX Relevant Information on Bonds

. CORPORATE BONDS, COMPANY BONDS AND DEBT FINANCING
INSTRUMENTS OF NON-FINANCIAL ENTERPRISES

Applicable I:I Not applicable

(I) Corporate bonds

I:I Applicable Not applicable

(1) Company bonds

I:I Applicable Not applicable

(1) Debt financing instruments of non-financial enterprises in inter-bank
bond market

Applicable I:I Not applicable

1. Basic information on debt financing instruments of non-financial enterprises
Unit: RMB  Currency.: Renminbi
Method of Whether

principal Eligibility there is risk
repayment arrangement of termination

Abbreviated Stock Issuance  Value Due Balanceof Interest andinterest  Trading of investors Trading of listing for
Name of bond name code date date date honds rate payment market (ifany)  mechanism trading
(%)

Chongaing ron & Steel 20 Chongging 102000391~ 19March ~ 19March ~ 19March 0 513 Paymentof  Nationalinter-  N/A Inter-bank bond No
Company Limited 2020 Iron & Steel 2020 2020 2023 interest every  bank bond market trading
first tranche of medium- ~ MTNOO1B year and market mechanism
term notes (Type 2) prepayment

of principal on
due date
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Section IX Relevant Information on Bonds (Continued)

. CORPORATE BONDS, COMPANY BONDS AND DEBT FINANCING
INSTRUMENTS OF NON-FINANCIAL ENTERPRISES (CONTINUED)

(I11) Debt financing instruments of non-financial enterprises in inter-bank

bond market (Continued)

1.

2023 Interim Report

Basic information on debt financing instruments of non-financial enterprises (Continued)

Measures taken by the Company to respond to the risk of termination of bond listing for
trading

I:I Applicable Not applicable

Overdue and outstanding bonds

I:I Applicable Not applicable

Notes on overdue debts

I:I Applicable Not applicable

Information on the trigger and implementation of issuer or investor option articles and
investor protection articles

I:I Applicable Not applicable

Information on the adjustment to credit rating results
I:I Applicable Not applicable

Other explanation

Not applicable

Information on the implementation of and changes in guarantees, debt repayment plans
and other measures to ensure repayment during the Reporting Period and their impact

|:| Applicable Not applicable
Other explanation
Not applicable

Other information on debt financing instruments of non-financial enterprises

I:I Applicable Not applicable



I:I Applicable

Applicable

Section IX Relevant Information on Bonds (Continued)

CORPORATE BONDS, COMPANY BONDS AND DEBT FINANCING
INSTRUMENTS OF NON-FINANCIAL ENTERPRISES (CONTINUED)

(IV) Loss in consolidated statements of the Company for the Reporting Period

exceeds 10% of the net assets at the end of last year

Not applicable

Major accounting data and financial indicators

I:I Not applicable

At the
end of the

Reporting
Major Indicators Period

Current ratio 0.60
Quick Ratio 0.37
Gearing Ratio (%) 44.91

end of last year

At the

0.65
0.45
45.78

the Reporting Period

Unit: RMB  Currency. Renminbi

Change from

the end of last

year to the end of
Reasons

(%)

769 -

-17.78 -

Deceased by -
0.87 percentage
points

This
Reporting
Period

(January to June)

Net profit after deducting non-  -446,804,937.39
recurring profit or loss

Debt-to-EBITDA ratio 0.06

Interest coverage (times) -2.51

Cash interest coverage (times) 3.17

EBITDA interest coverage 3.17
(times)

Loan repayment ratio 100

Interest payment ratio 100

Same period
last year

546,619,211.44

0.19
4.28
8.73

8.73

100
100

Change from
the same

period of last
year to this
Reporting Period
(%)

Reasons

-181.74 A decrease in selling price
of commodity billet

-68.42 A decrease in profits
-158.64 A decrease in profits
-63.69  YQOY decrease in net cash
flow from operating
activities
-63.69 A decrease in profits

000 -
000 -

Not applicable

PARTICULARS OF CONVERTIBLE BOND OF THE COMPANY

I:I Applicable

Chongging Iron & Steel Company Limited
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Section X Financial Report
Consolidated Balance Sheets

As at 30 June 2023
. AUDITOR’S REPORT

|:| Applicable Not applicable

. FINANCIAL STATEMENTS

Assets Note V

Current assets
Cash and bank balances 1
Including: Deposits in finance company

30 June 2023

3,088,667,503.34
861,854,258.40

Unit: RMB

31 December 2022

3,995,675,679.90
1,228,168,091.66

Trade receivables 2 34,776,082.96 38,789,243.44
Receivables financing 8 417,375,048.47 799,686,555.46
Prepayments 4 623,370,496.19 845,432,996.80
Other receivables 5 20,409,857.95 34,846,186.58
Inventories 6 2,631,639,085.83 2,592,756,838.00
Other current assets 7 148,015,814.46 207,034,907.16
Total current assets 6,964,253,889.20 8,514,222,407.34
Non-current assets
Long-term equity investments 8 111,227,095.30 111,123,058.00
Other equity investments 9 60,364,499.70 -
Fixed assets 10 26,388,840,864.17 26,281,780,445.68
Construction in progress 11 886,818,439.98 894,154,698.17
Right-of-use assets 12 323,948,938.00 388,738,725.76
Intangible assets 13 2,477,830,158.58 2,514,367,788.86
Goodwill 14 328,054,770.34 328,054,770.34
Long-term deferred expenditures 15 220,513.01 237,486.45
Deferred tax assets 16 409,075,197.48 327,989,203.45
Other non-current assets 17 735,594.85 4,131,818.97

Total non-current assets

30,987,116,071.41

30,850,577,995.68

Total assets

37,951,369,960.61

39,364,800,403.02

The accompanying notes form an integral part of these financial statements
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Section X Financial Report

Consolidated Balance Sheets (Continued)

Liabilities and shareholders’ equity

Current liabilities

FINANCIAL STATEMENTS (CONTINUED)

30 June 2023

As at 30 June 2023

Unit: RMB

31 December 2022

Short-term borrowings 18 606,003,134.28 1,106,441,170.84
Notes payable 19 519,225,451.64 609,367,940.00
Trade payables 20 3,926,453,144.80 3,115,966,628.22
Contract liabilities 21 1,867,621,535.43 2,645,569,472.47
Employee benefits payable 22 122,059,965.01 144,905,310.06
Taxes payable 23 30,721,010.73 22,974,352.75
Other payables 24 2,959,593,877.11 2,720,896,934.96
Non-current liabilities due within one year 25 1,297,960,606.25 2,352,484,115.99
Other current liabilities 242,791,457.53 343,924,031.42
Total current liabilities 11,572,430,182.78 13,062,529,956.71
Non-current liabilities
Long-term borrowings 26 4,019,245,100.00 2,751,945,100.00
Bonds payable 27 - -
Lease liabilities 28 211,167,760.21 278,352,825.03
Long-term payables 29 1,080,466,022.15 1,730,677,459.72
Long-term employee benefits payable 30 66,885,636.10 107,663,455.08
Provisions for liabilities 31 - 5,540,444.09
Deferred income 32 86,058,402.13 79,742,929.39
Deferred tax liabilities 16 6,050,855.83 6,430,532.64

Total non-current liabilities

5,469,873,776.42

4,960,352,745.95

Total liabilities

17,042,303,959.20

18,022,882,702.66

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report

Consolidated Balance Sheets (Continued)

As at 30 June 2023

. FINANCIAL STATEMENTS (CONTINUED)

Liabilities and shareholders’ equity

30 June 2023

Unit: RMB

31 December 2022

Shareholders’ equity
Share capital
Capital reserves
Other comprehensive income
Special reserves
Surplus reserves
Unappropriated profit

33
34
35
36
37
38

8,918,602,267.00
19,282,146,606.55

(2,664,805.29)
9,263,073.57
606,990,553.42

(7,905,271,693.84)

8,918,602,267.00
19,282,146,606.55
(2,664,805.29)
7,374,566.33
606,990,553.42
(7,470,531,487.65)

Total shareholders’ equity

20,909,066,001.41

21,341,917,700.36

Total liabilities and shareholders’ equity

37,951,369,960.61

39,364,800,403.02

The financial statements have been signed by:

Legal Representative:
Xie Zhixiong

Chief accountant:
Zou An

Head of the accounting department:
Lei Xiaodan

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Consolidated Income Statement

For the six months ended 30 June 2023

FINANCIAL STATEMENTS (CONTINUED)

For the

six months ended
30 June 2023

Unit: RMB

For the
six months ended
30 June 2022

Revenue 39 20,994,831,477.22 18,016,175,802.82
Less: Cost of sales 39 21,128,203,365.30 16,793,108,913.19
Taxes and surcharges 40 77,037,536.23 75,110,557.61
Distribution and selling expenses 41 43,065,329.07 38,921,169.42
General and administrative expenses 42 141,514,648.17 157,960,364.87

R&D expenses 43 14,557,677.64 104,831,842.92
Finance expenses 44 117,873,511.59 231,104,884.08
Including: Interest expenses 146,802,269.13 157,544,541.84
Interest income 21,195,656.06 (89,580,989.90)

Add: Other income 45 22,159,817.23 29,472,403.53
Investment income 46 6,903,528.26 26,764,824.70
Gain/(loss) from disposal of assets 6,380,758.48 -
Operating profit/(loss) (491,976,486.81) 671,375,298.96
Add: Non-operating income 47 7,064,920.90 750,812.49
Less: Non-operating expenses 48 30,166,611.83 36,287,796.31
Total profit/(loss) (515,078,177.74) 635,838,315.14
Less: Income tax expenses/(credit) 49 (80,337,971.55) 119,421,924.96

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report
Consolidated Income Statement (Continued)

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

For the For the

six months ended six months ended
Note V 30 June 2023 30 June 2022

Net profit/(loss) (434,740,206.19) 516,416,390.18
Breakdown by continuity of operations
Net profit/(loss) from continuing operations (434,740,206.19) 516,416,390.18

Breakdown by attributable interests
Net profit/(loss) attributable to shareholders
of the parent company (434,740,206.19) 516,416,390.18
Non-controlling interests — =

Other comprehensive income after tax - -

Total comprehensive income (434,740,206.19) 516,416,390.18
Including:
Total comprehensive income attributable to

shareholders of the parent company (434,740,206.19) 516,416,390.18

Total comprehensive income attributable to
non-controlling interests = =

Earnings/(loss) per share 50
Basic earnings/(loss) per share (0.05) 0.06
Diluted earnings/(loss) per share (0.05) 0.06

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Consolidated Statement of Changes in Equity

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

For the six months ended 30 June 2023

Less: Other Total
Share Capital Treasury  comprehensive Special Surplus ~ Unappropriated  shareholders’

capital reserves shares income reserves reserves profit equity

. Closing balances of the preceding
year and opening balances of the
current year 8,918,602,267.00 19,262,146,606.55 - (2664805.29) 737456633  606,990,553.42 (7,470531,487.65) 21,341,917,700.36

Il Changes in the current period
() Total comprehensive income - - - - - - (434,740,206.19)  (434,740,206.19)
(I Special reserves
1. Amount established during

the period - - - - DTS4 - - DTS A4
2. Amount utlized during the
period - - - - (21,986,936.19) - - (21,986,936.19)
[Il. Closing balance for the period 8,918,602,267.00 19,282,146,606.55 - (2664805.29)  9,263,073.57  606,990,553.42 (7,905,271,693.84) 20,909,066,001.41

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Consolidated Statement of Changes in Equity (Continued)

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

For the six months ended 30 June 2022

Less: Other Total
Share Capital Treasury  comprehensive Special Surplus Unappropriated shareholders’

capital reServes shares income feServes reserves proft equity

. Closing balances of the preceding
year and opening balances of the
current year 8,918,602,267.00 19,282,146,606.56

1859341652 606,990,553.42  (6,461,122,133.31) 22,375,210,710.20

Il Changes in the current period
(I} Total comprehensive income - - - - - - 516416390.18  516,416,390.18
(Il Special reserves
1. Amount established during

the period - - - - 1894143546 - - 1894143546
2. Amount uflized
during the period - - - - (14)65,446.18) - - (14)565,446.18)

IIl. - Closing balance for the period 8918,602,267.00 19,282,146,606.55 2296940580 606,990,553.42 (5,984,705,743.13) 22,896,003,089.66

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Consolidated Statement of Cash Flows

For the six months ended 30 June 2023

FINANCIAL STATEMENTS (CONTINUED)

I. Cash flows from operating activities:
Cash received from sale of goods and
rendering of services
Receipts of taxes refunds
Other cash received relating to operating
activities 51

Six months

ended 30
June 2023

21,177,692,087.03
41,606,203.71

61,824,472.58

Unit: RMB
Six months

ended 30
June 2022

19,674,054,088.32
8,601,217.90

63,283,901.89

Sub-total of cash inflows from operating
activities

21,281,122,763.32

19,745,939,208.11

Cash paid for purchase of goods and
services
Cash paid to and on behalf of employees
Cash paid for all types of taxes
Other cash paid relating to operating
activities 51

20,031,077,189.02
666,584,942.49
149,278,606.67

19,661,371.10

17,577,200,863.44
791,678,953.96
376,656,351.88

63,892,075.69

Sub-total of cash outflows from operating
activities

20,866,602,109.28

18,809,428,244.97

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report
Consolidated Statement of Cash Flows (Continued)

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months Six months

ended 30 ended 30
June 2023 June 2022

Il. Cash flows from investing activities:
Cash received from disposal of investments - 600,000,000.00
Cash received from return on investments 6,799,490.96 28,606,919.90

Sub-total of cash inflows from investing
activities 6,799,490.96 628,606,919.90

Cash paid for acquisition of fixed assets,

intangible assets and other long-term

assets 347,242,496.17 2,420,875,099.50
Cash paid for investments - 48,900,000.00

Sub-total of cash outflows from investing
activities 347,242,496.17 2,469,775,099.50

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Consolidated Statement of Cash Flows (Continued)

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months Six months

ended 30 ended 30
June 2023 June 2022

lll. Cash flows from financing activities:

Cash received from borrowings 1,600,000,000.00 395,000,000.00
Other cash received relating to financing
activities 51 - 20,765.32

Sub-total of cash inflows from financing

activities 1,600,000,000.00 395,020,765.32
Cash repayments of borrowings 1,845,900,000.00 2,194,164,840.43
Cash paid for distribution of dividends or

profits, and for interest expenses 164,422,446.93 189,309,047.00
Other cash paid relating to financing

activities 51 670,833,333.30 390,845,457.74

Sub-total of cash outflows from financing
activities 2,681,155,780.23 2,774,319,345.17

IV. Effect of changes in exchange rate on
cash and cash equivalents 11,103,218.87 24,528,160.22

V. Netincrease in cash and

cash equivalents (995,974,912.53) (3,259,427,636.09)
Add: Cash and cash equivalents at the
beginning of the year 3,937,932,833.28 5,832,238,132.54

VI. Cash and cash equivalents at the end of
the year 52 2,941,957,920.75 2,572,810,496.45

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report

Balance Sheet

For the six months ended 30 June 2023

. FINANCIAL STATEMENTS (CONTINUED)

Assets

Current assets

Cash and bank balances

Including: Deposits in finance company

Trade receivables
Receivables financing
Prepayments

Other receivables
Inventories

Other current assets

Unit: RMB
30 June 31 December
2023 2022

3,078,657,178.52 3,994,801,171.12
861,854,258.40 1,228,168,091.66
144,909,884.76 181,294,862.78
417,375,048.47 799,686,555.46
612,076,159.26 839,401,303.56
140,803,667.12 133,345,845.02
2,613,736,123.73 2,574,096,616.38
130,622,317.42 189,302,364.07

Total current assets

Non-current assets
Long-term equity investments
Other equity investments
Fixed assets
Construction in progress
Right-of-use assets
Intangible assets
Long-term prepaid expenses
Deferred tax assets
Other non-current assets

7,138,180,379.28 8,711,928,718.39

1,103,515,089.98 1,103,411,052.68
60,364,499.70 =
25,402,034,829.54 25,255,209,027.99
885,882,706.55 894,154,698.17
323,948,938.00 388,738,725.76
2,410,735,655.72 2,443,935,942.71

220,513.01 237,486.45
373,785,308.72 292,699,314.69
735,594.85 4,131,818.97

Total non-current assets

30,561,223,136.07 30,382,518,067.42

Total assets

37,699,403,515.35 39,094,446,785.81

The accompanying notes form an integral part of these financial statements
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Section X Financial Report

Balance Sheet (Continued)

For the six months ended 30 June 2023

FINANCIAL STATEMENTS (CONTINUED)

Liabilities and shareholders’ equity

Current liabilities

Short-term borrowings

Notes payable

Trade payables

Contract liabilities

Employee benefits payable

Taxes payable

Other payables

Non-current liabilities due within one year
Other current liabilities

606,003,134.28
519,225,451.64
3,950,416,026.34
1,867,616,700.78
121,411,479.00
25,784,694.16
2,896,729,995.53
1,297,960,606.25
242,790,171.11

Unit: RMB

31 December
2022

1,106,441,170.84
609,367,940.00
3,100,744,371.99
2,645,569,472.47
140,976,377.94
16,713,145.35
2,670,230,920.49
2,352,484,115.99
343,924,031.42

Total current liabilities

11,527,938,259.09

12,986,451,546.49

Non-current liabilities
Long-term borrowings
Lease liabilities
Long-term payables
Long-term employee benefits payable
Provisions for liabilities
Deferred income

4,019,245,100.00
211,167,760.21
1,080,466,022.15
65,509,733.95

86,058,402.13

2,751,945,100.00
278,352,825.08
1,730,677,459.72
106,550,937.54
5,540,444.09
79,742,929.39

Total non-current liabilities

5,462,447,018.44

4,952,809,695.77

Total liabilities

16,990,385,277.53

17,939,261,242.26

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report
Balance Sheet (Continued)

For the six months ended 30 June 2023

. FINANCIAL STATEMENTS (CONTINUED)

Liabilities and shareholders’ equity

Shareholders’ equity
Share capital
Capital reserves
Other comprehensive income
Surplus reserves
Unappropriated profit

Unit: RMB

31 December
2022

8,918,602,267.00 8,918,602,267.00
19,313,089,864.55 19,313,089,864.55
(2,664,805.29) (2,664,805.29)
577,012,986.42  577,012,986.42
(8,097,022,074.86) (7,650,854,769.13)

Total shareholders’ equity

20,709,018,237.82 21,155,185,543.55

Total liabilities and shareholders’ equity

37,699,403,515.35 39,094,446,785.81

The accompanying notes form an integral part of these financial statements
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Revenue

Less: Operating cost

Taxes and

Distribution and selling expenses

surcharges

Section X Financial Report

Note XII

EENIN

General and administrative expenses

R&D expenses
Finance expenses

Including: Interest expenses

Interest income

Add: Other income
Investment income

Gain/(loss) from disposal of assets

Six months

ended 30
June 2023

21,432,546,885.73
21,569,174,763.31

73,167,243.33
43,065,329.07
134,361,172.54
14,557,677.64
117,867,270.42
146,802,269.13
21,190,578.73
1,895,275.01
6,903,528.26
6,380,758.48

Income Statement

For the six months ended 30 June 2023
FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months
ended 30
June 2022

18,224,540,821.52
17,119,682,992.36

68,786,596.26
38,921,169.42
151,325,116.18
104,831,842.92
226,246,840.57
152,624,172.27
(39,474,732.54)
2,925,488.65
26,764,824.70

Operating profit/(loss)

Add: Non-operating income

Less: Non-operating expenses

(504,467,008.83)
7,064,920.90
29,851,211.83

544,536,577.16
733,812.49
36,293,762.05

Total profit/(loss)

Less: Income tax expenses/(credit)

(527,253,299.76)
(81,085,994.03)

508,976,627.60
105,587,009.00

Net profit/(loss)

Including: Net profit/(loss) from continuing
operations

(446,167,305.73)

(446,167,305.73)

403,389,618.60

4083,389,618.60

Other comprehensive income after tax

Total comprehensive income

(446,167,305.73)

403,389,618.60

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Section X Financial Report
Statement of Changes in Equity

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months ended 30 June 2023
Less: Other Total

Share Capital treasury  comprehensive Special Surplus ~ Unappropriated ~ shareholders’
capital reserves shares income reserves reserves profit equity

. Closing balances of the preceding
year and opening balances of the
current year 8,918,602,267.00 19,313,089,864.55 - (2664,805.29) - 577,012,986.42 (7,650,854,769.13) 21,155,185,543.55

Il Changes in the current period
(I} Total comprehensive income - - - - - - (446,167,305.73)  (446,167,305.73)
(Il Special reserves
1. Amount established during

the period - - - - 20,608,765.69 - - 20,608,765.69
2. Amount utilized during the
period - - - - (20,608,765.69) - - (20,608,765.69)
IIl. Closing balance for the period 8,918,602,267.00 19,313,089,864.55 - (2,664805.29) - 577,012986.42 (8,097,022,074.86) 20,709,018,237.62

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Statement of Changes in Equity (Continued)

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months ended 30 Jung 2022

Less: Other Total

Share Capital freasury  comprenensive Special Surplus - Unappropriated shareholders'

capital [SEIVes shares income TEServes Teserves profi equity

I, Closing balances of the preceding
year and opening balances of the
current year 8918,602267.00 19,313,089,864.55 - - 1336520621 577,012.986.42 (6,613,166,393.46) 22,208,903930.72

Il Changes in the current period
() Total comprehensive income - - - - - - 40338961860  403,389,618.60
(I Special reserves
1. Amount established during

the period - - - - 16,950000.00 - - 16,950000.00
2. Amount utlized during the
period - - - - (14181571.22) - - (14181571.22)
[Il. Closing balance for the period 8916,602,267.00 19,313,089,864.55 - 16,183,63499  577,012986.42 (6,.209,776,774.86) 22,615,061978.10

The accompanying notes form an integral part of these financial statements
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Section X Financial Report
Statement of Cash Flows

For the six months ended 30 June 2023
II. FINANCIAL STATEMENTS (CONTINUED)

Unit: RMB

Six months Six months

ended 30 ended 30
June 2023 June 2022

I. Cash flows from operating activities:
Cash received from sale of goods and

rendering of services 21,177,299,366.76 19,672,486,511.06
Receipts of taxes refunds
Other cash received relating to operating activities 61,293,963.05 63,125,101.22
,,,,,,, Sub-total of cash inflows from operating activities _ 21,238,593,329.81 19,735,611,612.28
Cash paid for purchase of goods and services 20,041,110,948.81 17,781,842,410.25
Cash paid to and on behalf of employees 649,268,345.81 761,218,985.73
Cash paid for all types of taxes 123,390,459.48 345,321,066.57
Other cash paid relating to operating activities 19,438,737.71 36,824,438.91
,,,,,,, Sub-total of cash outflows from operating activities ____20,833,208,491.81 18,925,206,901.46
Net cash flows from operating activities 405,384,838.00 810,404,710.82

Il. Cash flows from investing activities:
Cash received from disposal of investments 600,000,000.00
Cash received from return on investments 6,799,490.96 28,606,919.90

Sub-total of cash inflows from investing activities 6,799,490.96 628,606,919.90

Cash paid for acquisition of fixed assets, intangible

assets and other long-term assets 347,242,496.17 2,420,875,099.50

Cash paid for investments - 48,900,000.00
,,,,,,, Sub-total of cash outflows from investing activities  347,242,496.17  2,469,775,099.50
Net cash flows from investing activities (340,443,005.21) (1,841,168,179.60)

The accompanying notes form an integral part of these financial statements
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Unit: RMB

Six months Six months

ended 30 ended 30
June 2023 June 2022

lll. Cash flows from financing activities:
Cash received from borrowings 1,600,000,000.00 395,000,000.00
Other cash received relating to financing activities

,,,,,,, Sub-total of cash inflows from financing activites  1,600,000,000.00  395,000,000.00
Cash repayments of borrowings 1,845,900,000.00 2,194,164,840.43

Cash paid for distribution of dividends or profits, and for
interest expenses 164,422,446.93 183,406,502.49
Other cash paid relating to financing activities 670,833,333.30 270,833,333.34
Sub-total of cash outflows from financing activities 2,681,155,780.23 2,648,404,676.26

IV. Effect of changes in foreign exchange rate on cash

and cash equivalents 11,103,218.87 24,528,160.22

V. Netincrease in cash and cash equivalents (1,005,110,728.57) (3,259,639,984.82)
Add: Cash and cash equivalents at the beginning of the

year 3,937,058,324.50 5,832,114,415.58

VI. Cash and cash equivalents at the end of the year 2,931,947,595.93 2,572,474,430.76

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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According to the approval of Ti Gai Sheng Zi [1997] No. 127 issued by the State Commission for
Restructuring Economic Systems and the approval of Guo Zi Qi Fa [1997] No. 156 issued by the State-
owned Assets Administration Bureau, Chongging Iron & Steel Company Limited (the “Company”)
was established as a limited liability company by Chongging Iron & Steel (Group) Co., Ltd. (“CISG”)
as the sole promoter. The Company was incorporated and registered with Chongqging Municipal
Administration of Industry and Commerce on 11 August 1997, whose headquarter is located in
Changshou Economic Development Zone of Chongqging. The Company holds the business license with
unified social credit code of 91500000202852965T, with the registered capital of RMB8,918,602,000
and the sum of 8,918,602,000 shares with par value of RMB1 each, including 8,380,475,000 A shares
without any restricted condition and 538,127,000 H shares. The Company’s shares were listed on the
Stock Exchange of Hong Kong Ltd. and listed on Shanghai Stock Exchange on 17 October 1997 and
28 February 2007, respectively.

Pursuant to the reorganization plan, 2,096,981,600 shares of the Company held by CISG were
transferred to Chongging Changshou Iron and Steel Co., Ltd. (EEKEFMEBR A7) (“Changshou
Iron & Steel”) on 27 December 2017, and the share transfer procedures were completed with China
Securities Depository and Clearing Corporation Limited. Subsequent to the completion of the share
transfer, Changshou Iron & Steel holds 2,096,981,600 shares of the Company, with a shareholding
percentage of 23.51%, and became the controlling shareholder of the Company. China Baowu Steel
Group Corporation Limited (R EIE R & S EBRAF) (‘Baowu Group”), the parent company of
Changshou Iron & Steel, and other subsidiaries acquired 366,868,446 ordinary shares of the Company,
with a shareholding percentage of 4.11%. As of 30 June 2023, Baowu Group directly and indirectly
held a total of 2,463,850,046 ordinary shares of the Company, with a shareholding percentage of
27.63%.

The Company and its subsidiaries (collectively the “Group”) are mainly engaged in the production,
processing and sale of steel plates, steel sections, wire rods, bar materials, billets and thin plates, and
in the production and sale of coking and coal chemical products, pig iron & grain slag, steel slag, and
steel scrap.

The financial statements were approved by the Board of Directors of the Company on 30 August
2023. Pursuant to the Articles of Association, the financial statements will be submitted to the General

Meeting for consideration.

The scope of consolidation of the consolidated financial statements is determined on the basis of
control, and there is no change during the year.
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These financial statements have been prepared in accordance with the “Accounting Standards for
Business Enterprises — Basic Standards” promulgated by the Ministry of Finance and the specific
accounting standards, subsequent practice notes, interpretations and other relevant regulations as
subsequently announced and revised (collectively “CAS”).

These financial statements are prepared on a going concern basis.

As at 30 June 2023, the Group's current liabilities exceeded its current assets by RMB4,608,176,293.58.
The management of the Company has comprehensively considered the funding available obtained by
the Group, including but not limited to the unused bank facility of RMB7,069,347,947.20 as of 30 June
2023 as well as the expected net cash inflow from operating activities for the next twelve months, and
believes that the Group has sufficient working capital to continue as a going concern about the future,
which is at least twelve months from the end of the reporting period. Therefore, the financial statements
have been prepared on a going concern basis.

Other than certain financial instruments, these financial statements have been prepared at historical

cost convention. If the assets are impaired, corresponding provisions for impairment shall be made
according to relevant provisions.
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For the six months ended 30 June 2023

The Group has determined the specific accounting policies and accounting estimates based on the
characteristics of the operation, especially those related to provision for bad debt of receivables,
inventory pricing method, depreciation of property, plant and equipment (“PPE”), amortization of
intangible assets, and recognition and measurement of revenue, etc.

These financial statements have been prepared in accordance with CAS, and present truly and
completely the financial position of the Company and the Group as at 30 June 2023 and the
results of their operations and cash flows for the six months ended 30 June 2023.

The accounting year of the Group is from 1 January to 31 December of each calendar year. The
current accounting period starts on 1 January 2023 and ends on 30 June 2023.

The functional currency of the Group and the currency used in preparing the financial
statements are Renminbi("RMB"). The amounts in the financial statements were denominated in
RMB Yuan, unless otherwise stated.

Business combinations are classified into business combinations involving entities under
common control and business combinations not involving entities under common control.

Business combination involving entities under common control
A business combination involving entities under common control is a business combination in

which all of the combining entities are ultimately controlled by the same party or parties both
before and after the combination, and that control is not transitory.
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Business combination involving entities under common control (Continued)

Assets and liabilities that are obtained by the absorbing party in a business combination
involving entities under common control, including goodwill arising from the acquisition of the
party being absorbed by the ultimate controller, shall be accounted for on the basis of the
carrying amounts on the financial statements of the ultimate controller at the combination date.
The difference between the carrying amount of the net assets obtained and the carrying amount
of the consideration paid for the combination (or the aggregate face value of shares issued
as consideration) shall be adjusted to share premium under capital reserves and the balance
transferred from capital reserves under the old accounting system. If the share premium is not
sufficient to absorb the difference, any excess shall be adjusted against retained earnings.

Business combination not involving entities under common control

A business combination not involving entities under common control is a business combination
in which all of the combining entities are not ultimately controlled by the same party or parties
both before and after the combination.

The acquirer shall measure the acquiree’s identifiable assets, liabilities and contingent liabilities
acquired in the business combination not involving entities under common control at their fair
values on the acquisition date. The excess of the fair value of the sum of the consideration
paid (or the fair value of equity securities issued) for business combination and equity interests
in the acquiree held prior to the date of acquisition over the share of the attributable net
identifiable assets of the acquiree, measured at fair value, was recognized as goodwill, which
is subsequently measured at cost less cumulative impairment loss. In case the fair value of
the sum of the consideration paid (or fair value of equity securities issued) and equity interests
in the acquiree held prior to the date of acquisition is less than the fair value of the share of
the attributable net identifiable assets of the acquiree, a review of the measurement of the fair
values of the identifiable assets, liabilities and contingent liabilities, the consideration paid for
the combination (or fair value of equity securities issued) and the equity interests in the acquiree
held prior to the date of acquisition is conducted. If the review indicates that the fair value of the
sum of the consideration paid (or the fair value of equity securities issued) and equity interests
in the acquiree held prior to the date of acquisition is indeed less than the fair value of the share
of the attributable net identifiable assets of the acquiree, the difference is recognized in current
profit or loss.
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For the six months ended 30 June 2023

The consolidation scope of consolidated financial statements is determined on the basis
of control, including the financial statements of the Company and all of its subsidiaries. A
subsidiary is an entity that is controlled by the Company, including separable parts of an
enterprise or investee and structured entities controlled by the Company, etc.

In preparation of consolidated financial statements, the subsidiaries use the same accounting
year and accounting policies as those of the Company. All intra-group assets, liabilities, equity
interests, income, expenses and cash flow are eliminated in full on consolidation.

Where the amount of losses of a subsidiary attributable to the non-controlling shareholders in the
current period exceeds their share of the opening balance of owner’s equity of the subsidiary,
the excess shall be allocated against non-controlling interests.

For subsidiaries acquired through business combinations not involving entities under
common control, the operating results and cash flows of the acquiree shall be included in the
consolidated financial statements, from the day on which the Group gains control, till the Group
ceases the control of it. While preparing the consolidated financial statements, the acquirer shall
adjust the subsidiary’s financial statements, on the basis of the fair values of the identifiable
assets, liabilities and contingent liabilities recognized on the acquisition date.

For subsidiaries acquired through business combinations involving entities under common
control, the operating results and cash flows of the acquiree shall be included in the
consolidated financial statements from the beginning of the period in which the combination
occurs. While preparing the comparative consolidated financial statements, adjustments are
made to related items in the financial statements for the prior period as if the reporting entity
established through combination has been existing since the ultimate controller begins to
exercise control.

The Group’s control over an investee is re-assessed if change in relevant facts and situations
causes changes in one or more of the control substances.
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For the six months ended 30 June 2023

A joint arrangement is classified as either a joint operation or a joint venture. A joint operation is
a joint arrangement whereby the joint operators have rights to the assets, and obligations for the
liabilities, relating to the arrangement. A joint venture is a joint arrangement whereby the joint
operators have rights to the net assets of the arrangement.

A joint operator recognizes the following items in relation to its interest in a joint operation: its
solely-held assets, and its share of any assets held jointly; its solely-assumed liabilities, and
its share of any liabilities incurred jointly; its revenue from the sale of its share of the output
arising from the joint operation; its share of the revenue from the sale of the output by the joint
operation; its solely-incurred expenses, and its share of any expenses incurred jointly.

Cash comprises the Group’s cash on hand and deposits that can be readily withdrawn on
demand. Cash equivalents are short-term, highly liquid investments held by the Group, that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

The Group translates the amount of foreign currency transactions occurred into its functional
currency.

Foreign currency transactions are recorded, on initial recognition, in the functional currency, by
applying to the foreign currency amount the spot exchange rate prevailing on the transaction
dates. At the balance sheet date, foreign currency monetary items are translated using the spot
exchange rate prevailing on the balance sheet date. All the resulting differences on settlement
and monetary item translation are taken to profit or loss in the current period, except for those
relating to foreign currency borrowings specifically for acquisition and construction of qualifying
assets, which are capitalized in accordance with the principle of capitalization of borrowing
costs. Non-monetary foreign currency items measured at historical cost shall still be translated
at the spot exchange rate prevailing on the transaction date, and the amount denominated
in the functional currency is not changed. Non-monetary foreign currency items measured
at fair value are translated at the spot exchange rate prevailing at the date on which the fair
values are determined. The difference thus resulted are recognized in profit or loss or as other
comprehensive income based on the nature of the non-monetary items.

Foreign currency cash flows are translated using the average exchange rate for the period
during which the cash flows occur (unless this is inappropriate due to exchange rate
fluctuations, in which case the spot exchange rates prevailing on the dates of cash flows are
used). The effect of exchange rate changes on cash is separately presented as an adjustment
item in the cash flow statement.
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A financial instrument is any contract that gives rise to a financial asset of one entity, and a
financial liability or equity instrument of another entity.

Recognition and derecognition of financial instruments

The Group recognizes a financial asset or a financial liability when it becomes a party to the
contractual provisions of a financial instrument.

The Group derecognizes and writes off a financial asset (or part of a financial asset, or part
of a group of similar financial assets) from its account and balance sheet when the following
conditions are met:

(1) the rights to receive cash flows from the financial asset have expired;

(2) the Group has transferred its rights to receive cash flows from the financial asset, or has
assumed an obligation to pay the received cash flows in full without material delay to a
third party under a “pass-through arrangement”; and either (a) the Group has transferred
substantially all the risks and rewards of the financial asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the financial asset, but
has transferred control of the financial asset.

If the underlying obligation of a financial liability has been discharged or cancelled or has
expired, the financial liability is derecognized. If an existing financial liability is replaced by the
same creditor with a new financial liability that has substantially different terms, or if the terms of
an existing financial liability are substantially revised, such replacement or revision is accounted
for as the derecognition of the original liability and the recognition of a new liability, and the
resulting difference is recognized in profit or loss.
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Recognition and derecognition of financial instruments (Continued)

Regular way purchases or sales of financial assets are recognized and derecognized on the
trade date. Regular way purchases or sales of financial assets mean that the financial assets are
received or delivered under the terms of a contract within a period established by regulations or
conventions in the marketplace. Trade date is the date that the Group commits to purchase or
sell the financial asset.

Contract changes led by benchmark interest rate reform

As a result of the benchmark interest rate reform, the terms of some of the Group’s financial
instruments have been modified to replace the original benchmark interest rate with an
alternative benchmark interest rate, to change the calculation method of the reference
benchmark interest rate and to make other modifications to the terms of the financial
instruments.

For financial instruments calculated according to the actual interest rate method, the Group
will not evaluate whether the change leads to the derecognition or the book value adjustment
of the financial instruments, only if the change of the benchmark interest rate directly causes
the change of the determination basis of the contract cash flow, and the determination basis
before and after the change is economically equivalent. The Group recalculates the effective
interest rate according to the future cash flow after the change, and carries out subsequent
measurement on this basis.
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Classification and measurement of financial assets

According to the Group’s corporate business model for managing financial assets and the
contractual cash flow characteristics of the financial assets, the Group’s financial assets are,
on initial recognition, classified into the following categories: financial assets at amortized cost,
financial assets at fair value through other comprehensive income, and financial assets at fair
value through profit or loss. Only when the business model for managing financial assets is
changed by the Group, the Group will reclassify the related financial assets affected.

A financial asset is recognized initially at fair value. The trade receivables or notes receivable
generated from sales of goods or services, which do not contain significant financing component
or do not consider financing component over one year, initially are measured at trading price.

In the case of financial assets at fair value through profit or loss, relevant transaction costs are
directly charged to profit or loss; transaction costs relating to financial assets of other categories
are included in the amounts initially recognized.

The subsequent measurement of financial assets depends on their classification as follows:
Debt instrument investment at amortized cost

Financial assets are classified as financial assets at amortized cost if the financial assets
meet the following conditions: the objective of the Group’s business model for managing such
financial assets is to collect contractual cash flows; the contractual terms of the financial assets
stipulate that cash flows generated on a specific date are solely payment of the principal
and the interest based on the outstanding principal amount. Such financial assets recognize
interest income by using the effective interest rate method. The gains or losses arising from
derecognition, adjustment or impairment are recognized in profit or loss.

Debt instrument investment at fair value through other comprehensive income

Financial assets are classified as financial assets at fair value through other comprehensive
income if the financial assets meet the following conditions: the objective of the Group’s
business model for managing such financial assets is both to collect contractual cash flows
and to dispose of the financial assets; the contractual terms of the financial assets stipulate that
cash flows generated on a specific date are solely payment of the principal and the interest
based on the outstanding principal amount. Such financial assets recognize interest income
by using the effective interest rate method. Except for interest income, impairment losses and
exchange difference recognized as profit or loss, other changes in fair value are recognized
as other comprehensive income. When such financial asset is derecognized, the accumulated
gain or loss previously recognized in other comprehensive income is transferred from other
comprehensive income to profit or loss.
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Classification and measurement of financial assets (Continued)

Equity instrument investment at fair value through other comprehensive income

The Group irrevocably elects to designate certain equity instrument investments not held for
trading as financial assets at fair value through other comprehensive income, such that only
relevant dividend income (excluding the dividends recovered as part of the investment cost)
is recognized as profit or loss and the subsequent changes in fair value are recognized as
other comprehensive income, and the provision for impairment is not accrued. When such
financial asset is derecognized, the accumulated gain or loss previously recognized in other
comprehensive income is transferred from other comprehensive income to retained earnings.

Financial assets at fair value through profit or loss

Apart from the financial assets at amortized cost and financial assets at fair value through other
comprehensive income mentioned above, other financial assets are classified as financial assets
at fair value through profit or loss. Such financial assets are subsequently measured at fair
value. All changes in fair value are recognized in profit or loss.

Classification and measurement of financial liabilities

Except for financial liabilities arising from the transfer of financial assets which did not qualify for
derecognition or continuing involvement in the transferred financial assets, the Group’s financial
liabilities are, on initial recognition, classified into financial liabilities at amortized cost, and the
related transaction costs are included in the amounts initially recognized. Such kinds of financial
liabilities are subsequently measured at amortized cost by using the effective interest rate
method.

Impairment of financial instruments

On the basis of expected credit losses (“ECLs”), the Group makes impairment provisions and
recognizes loss provisions for the financial assets carried at amortized cost and investments on
debt instrument at fair value through other comprehensive income.

For trade receivables that do not contain significant financing components, the Group uses

a simplified measurement method to measure loss provision based on the amount of ECLs
throughout the lifetime.
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Impairment of financial instruments (Continued)

In addition to the abovementioned financial assets for which the simplified measurement method
are used, the Group assesses whether its credit risk has increased significantly since the initial
recognition on each balance sheet date. Financial instruments for which credit risk has not
increased significantly since initial recognition, at stage 1, and for which the loss allowance is
measured at an amount equal to 12-month ECLs, calculated by carrying amount and effective
interest rate; financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets, at stage 2, and for which the loss
allowance is measured at an amount equal to lifetime ECLs, calculated by carrying amount and
effective interest rate; financial instruments that are credit-impaired since initial recognition,
at stage 3, and for which the loss allowance is measured at an amount equal to lifetime ECLs,
calculated at amortized cost and by effective interest rate. For these financial instruments with
lower credit risk on the balance sheet date, the Group assumes the related credit risk has not
increased significantly since initial recognition.

The Group assesses the ECLs of financial instruments by individual or group. Considering
the characteristics of different customers’ credit risk, the Group assesses the ECLs of trade
receivables and other receivables based on the ageing portfolio.

The disclosure of the criteria for judging significant increase in credit risk and the definition of
credit-impaired assets, please refer to Note VII. 3.

The Group’s measurement of ECL of financial instruments reflects factors including unbiased
probability weighted average amount recognised by assessing a series of possible results, time
value of money, reasonable and supportable information related to historical events, current
condition and forecast of future economic position that is available without undue cost or effort
at the balance date.

When the Group no longer reasonably expects to be able to recover, in full or in part, the
contractual cash flows of financial assets, the Group directly writes down the carrying amount of
the financial assets.

Offset of financial instruments
Financial assets and financial liabilities are offset and the net amount is presented in the balance
sheet to the extent that there is a currently enforceable legal right to offset the recognized

amounts and that there is an intention to settle on a net basis, or to realize the financial assets
and settle the financial liabilities simultaneously.
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Financial guarantee contracts

Financial guarantee contracts are those contracts that require a payment to be made by the
issuer to reimburse the holder for a loss it incurs because the specified debtor fails to make
a payment when due in accordance with the terms of a debt instrument. Financial guarantee
contracts are measured, on initial recognition, at fair value. For financial guarantee contracts
that are not designated as at fair value through profit or loss, they are, after initial recognition,
subsequently measured at the higher of: the amount of the ECLs settled at the balance sheet
date, and the amount initially recognized less the cumulative amortization recognized in
accordance with the guidance for revenue recognition.

Transfers of financial assets

If the Group transfers substantially all the risks and rewards of ownership of the financial asset,
the Group derecognizes the financial asset; if the Group retains substantially all the risks and
rewards of ownership of the financial asset, the Group does not derecognize the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership
of the financial asset, it accounts for the transactions as follows: if the Group has not retained
control, it derecognizes the financial asset and recognizes any resulting assets or liabilities; if
the Group has retained control, it continues to recognize the financial asset to the extent of its
continuing involvement in the transferred financial asset and recognizes an associated liability.

Inventories include hold-for-sale stock goods in the ordinary course of business, working in
progress in the process of production, raw materials to be consumed in the production process
or in the rendering of services, lower valued consumables and repaired spare parts, etc.

Inventories are initially carried at cost. Cost of inventories comprises all costs of purchase,
costs of conversion and other costs. The actual cost of inventories transferred out is assigned
by using weighted average method. Revolving materials comprise lower valued consumables
and packing materials and others, lower valued consumables and packing materials shall be
amortized on the amortization in stages or immediate written-off basis.

The Group adopts the perpetual inventory system.

At the balance sheet date, inventories are measured at the lower of cost and net realizable
value. If the cost of inventories is higher than the net realizable value, a provision for decline in
value of inventories is recognized in profit or loss. Net realizable value is the estimated selling
price in the ordinary course of business less the estimated costs of completion and the estimated
costs necessary to make the sale and relevant amounts after taxes. The provision for decline in
value of inventories is made on an individual basis.
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Long-term equity investments consist of equity investments in subsidiaries, joint ventures and
associates.

Long-term equity investments are recognized at initial investment cost upon acquisition. For a
long-term equity investment acquired through a business combination under common control,
the initial investment cost of the long-term equity investment shall be the absorbing party’s share
of the carrying amount of the owners’ equity of the party being absorbed in the consolidated
financial statements of the ultimate controlling party at combination date. The difference
between the initial investment cost and the carrying amount of consideration for combination
shall be adjusted to capital reserves. If the balance of capital reserves is not sufficient, any
excess shall be adjusted to retained earnings. Any other comprehensive income previously
recognized before combination date shall be accounted for on the same basis as would have
been required if the investee had directly disposed of the related assets or liabilities. The
portion recognized based on changes in the investee’s equity (other than net profit or loss,
other comprehensive income and profit appropriation) is charged to profit or loss upon disposal
of such long-term equity investment. For those partially disposed equity investments, gains or
losses upon disposal are proportionately recognized in profit or loss when they still constitute
long-term equity investments after the disposal and are fully charged to profit or loss when they
are reclassified to financial instruments after the disposal. For a long-term equity investment
acquired through a business combination involving entities not under common control, the
initial investment cost should be the cost of acquisition (for a business combination through
step acquisitions not under common control, the initial investment cost is the sum of the
carrying amount of the equity investment in the acquiree held before the acquisition date and
the additional investment cost paid on the acquisition date), which is the sum of the fair value
of assets transferred, liabilities incurred or assumed and equity securities issued. If the equity
investments in the acquiree involve other comprehensive income prior to the acquisition date,
when disposing of the investments, the relevant other comprehensive income will be accounted
for on the same basis as would have been required if the investee had directly disposed of the
related assets or liabilities. The portion recognized based on changes in the investee’s equity
(other than net profit or loss, other comprehensive income and profit appropriation) is charged
to profit or loss upon disposal of such long-term equity investment. For those partially disposed
equity investments, gains or losses upon disposal are proportionately recognized in profit or
loss when they still constitute long-term equity investments after the disposal and are fully
charged to profit or loss when they are reclassified to financial instruments after the disposal.
The initial investment cost of a long-term equity investment acquired otherwise than through a
business combination shall be determined as follows: for a long-term equity investment acquired
by paying cash, the initial investment cost shall be the actual purchase price has been paid
plus those costs, taxes and other necessary expenditures directly attributable to the acquisition
of the long-term equity investment; for those acquired by the issue of equity securities, the initial
investment cost shall be the fair value of the equity securities issued.
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The cost method is applied for long-term equity investments in the financial statements of the
Parent Company when the investee is controlled by the Company. Control refers to the power
over the investee such that the Company is able to direct the relevant activities, has exposure
or rights to variable returns from its involvement with the investee and has the ability to use its
power over the investee to affect the amount of the investor’s returns.

When the cost method is adopted, long-term equity investments are recorded at initial
investment cost. Adjusting the cost of long-term equity investment by adding or withdrawing
investment. Cash dividends or profits declared to be distributed by the investee should be
recognized as investment income for the period.

The equity method is adopted when the Group has joint control, or exercises significant influence
over the investee. Joint control is the contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities require the unanimous consent of
the parties sharing control. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.

Under the equity method, where the initial investment cost of a long-term equity investment
exceeds the investing entity’s interest in the fair values of the investee’s identifiable net assets
at the acquisition date, the excess is included in the initial investment cost. Where the initial
investment cost is less than the investing entity’s interest in the fair values of the investee’s
identifiable net assets at the acquisition date, the difference is charged to profit or loss, and the
cost of the long-term equity investment is adjusted accordingly.
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When the equity method is adopted, the investor recognizes its investment profit or loss and
other comprehensive income and adjusts the carrying amount of the investment based on the
post-acquisition change in the investor’'s share of net profit or loss and other comprehensive
income of the investee. The recognition of the investee’s results should be based on the fair
values of the individual identifiable assets of the investee at the acquisition date according
to the Group’s accounting policies and accounting period. The gains and losses resulting
from inter-company transactions with its associates and joint ventures should be eliminated to
the extent of the amount attributable to the investor according to the shareholding (but if the
losses from intergroup transactions belong to asset impairment losses, they should be entirely
recognized). The recognition should be based on the adjusted net profit of the investee, except
for that the assets investment or disposal constitutes a business. The investor’s share of profit
distributions or cash dividends declared by the investee is deducted from the carrying amount
of the long-term equity investment. The Group recognizes net losses incurred by the investee
to the extent that the carrying amount of the long-term equity investment and other long-term
equity interests that are net investment in the investee in substance is reduced to zero, except
for which the Group has an extra obligation to assume loss of it. For the changes of equity in an
investee other than net profit or loss, other comprehensive income and profits appropriation, the
investor adjusts the carrying amount of the investment and recognized it in shareholders’ equity.

When long-term equity investments are disposed of, the difference between the carrying amount
and the actual proceeds received should be charged to profit or loss. For long-term equity
investments under the equity method, if the method would not be adopted after the disposal,
the basis of the accounting treatment on the related other comprehensive income under original
equity method is the same as that on disposal of related assets or liabilities by the investee, the
amount recognized in the equity on the changes in other equity movements except for the net
profit or loss, other comprehensive income and profit appropriation, should be all charged to the
profit or loss; if the equity method would continue to be adopted after the disposal, the basis of
the accounting treatment on the related other comprehensive income under the original equity
method is the same as that on disposal of related assets or liabilities by the investee, the amount
recognized in the equity on the changes in other equity movements except for the net profit or
loss, other comprehensive income and profit distribution, should be charged to profit or loss in
proportion.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED)

12.

13.

Property, plant and equipment

PPE are recognized in situations when it is probable that their related future economic benefits
will flow into the Group, and their cost can be measured reliably. The subsequent expenditure
related to PPE is recorded in the cost of PPE only if the conditions above are met and the
carrying amount of parts which had been replaced shall be derecognized; otherwise, is charged
to profit or loss.

PPE are initially recorded taking discard expenses into consideration. The purchase cost of
PPE comprises its purchase price, related taxes, and any directly attributable expenditure for
bringing the asset to its working condition for its intended use.

Except for the source from work safety fund, the depreciation of PPE is calculated on the
straight-line basis. The useful lives, estimated residual values, and the annual depreciation rates
of each category of PPE are as follows:

Useful Estimated Annual

life (years) residual rate depreciation rate

Plant and buildings 25-50 3%-5% 1.90%-3.88%
Machinery equipment 5-22 3%-5% 4.32%-19.40%
Motor vehicles 6-8 3%-5% 11.88%-16.17%

If the various components of fixed assets have different useful lives or provide economic
benefits to the enterprise in different ways, different depreciation rates and depreciation
methods are applicable.

The Group reviews the useful life and estimated net residual value of a PPE and the depreciation
method applied at least at the end of each year and makes adjustments if necessary.

Construction in progress

The cost of construction in progress is determined according to the actual expenditure for the
construction, including all necessary construction expenditure incurred during the construction
period, borrowing costs that should be capitalized before the construction reaches the condition
for intended use and other relevant expenses.

Construction in progress is transferred to PPE or long-term prepaid expense when the asset is
ready for its intended use.
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All the borrowing costs that are directly attributable to construction or production of all qualifying
assets are capitalized and other borrowing costs are charged in profit or loss. A qualifying asset
is defined as a PPE, investment property or inventory and other assets that necessarily takes a
substantial period of time to get ready for its intended use or sale.

The capitalization of borrowing costs commences only when all of the following conditions are
satisfied:

(1) Expenditures for the assets are incurred;
(2) Borrowing costs are incurred;

(3) The acquisition and construction activities that are necessary to bring the assets to get
ready for their intended use or sale have commenced.

The capitalization of borrowing costs ceases when the asset being acquired or constructed
or produced is substantially ready for its intended use or sale and borrowing costs incurred
thereafter are charged to profit or loss.

Within the capitalization period, the amounts of capitalized borrowing costs for each accounting
period are determined by the following methods:

(1) For specific borrowings, the borrowing costs eligible for capitalization are the actual
interest expenses incurred during the current period after deducting any temporary
interest or investment income;

(2) For general borrowings, the borrowing costs eligible for capitalization are determined
by multiplying the weighted average of capital expenditure that exceeds the specific
borrowings and weighted average interest rate of the general borrowings.

Capitalization of borrowing costs is suspended during extended periods in which the acquisition
or construction or production of a PPE is interrupted abnormally and the interruption lasts for
more than three months until the acquisition or construction is resumed. The borrowing costs
incurred during such period are recognized as expenses, and are included in profit or loss, till
the acquisition and construction or production of the asset restarts.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED)

15.

16.

Right-of-use assets

At the commencement date of the lease, the Group recognises a right-of-use asset, which is
initially measured at cost. The cost of the right-of-use asset comprises: the amount of the initial
measurement of the lease liability; any lease payments made at or before the commencement
date of the lease less any lease incentives received; any initial direct cost incurred; an estimate
of costs incurred by the lessee in dismantling and removing the underlying asset, restoring
the site on which it is located or restoring the underlying asset to the condition required by the
terms and conditions of the lease. If the Group remeasures the lease liability to reflect changes
to the lease payments, it recognises an adjustment to the carrying amount of the right-of-use
asset. The right-of-use assets are depreciated on a straight-line basis subsequently by the
Group. If the Group is reasonably certain that the ownership of the underlying asset will be
transferred to the Group at the end of the lease term, the Group depreciates the asset from the
commencement date to the end of the useful life of the asset. Otherwise, the Group depreciates
the assets from the commencement date to the earlier of the end of the useful life of the asset or
the end of the lease term.

Intangible assets

Intangible assets are recognized only if it is probable that the related economic benefits will flow
into the Group and the costs of which can be measured reliably. Intangible assets are measured
at cost initially. However, for an intangible asset acquired in the business combination not
under common control whose fair value can be reliably measured, it is separately recognized as
intangible assets and is measured at its fair value.

The useful lives of intangible assets are assessed based on economic benefit periods. Those
intangible assets without foreseeable economic benefit periods are classified as intangible assets

with indefinite useful lives.

The useful life of each intangible asset is as follows:

Useful life (years)

Land use rights 50
Patent and non-patent technology 3.4
Software 5-10
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Land use rights that are acquired by the Group are generally accounted for as intangible assets.
Buildings, such as plants that are developed and constructed by the Group, and relevant
land use rights and buildings, are accounted for as intangible assets and PPE, respectively.
Payments for the land and buildings acquired are allocated between the land use rights and the
buildings; if they cannot be reasonably allocated, all of the land use rights and buildings are
accounted for as PPE.

Intangible assets with finite useful lives are amortized over the useful lives on the straight-line
basis. The Group reviews the useful lives and amortization method of intangible assets with finite
useful lives, and adjusts then if appropriate, at least at the end of each year.

The Group classifies the expenditure on an internal research and development project into
expenditure on the research phase and expenditure on the development phase. Expenditure
on the research phase is recognized in profit or loss in which it is incurred. Expenditure on the
development phase is capitalized when the Group can demonstrate all of the following: the
technical feasibility of completing the intangible asset so that it will be available for use or sale;
the intention to complete the intangible asset and use or sell it; how the intangible asset will
generate probable future economic benefits. Among other things, the Group can demonstrate
the existence of a market for the output of the intangible asset or the intangible asset itself or,
if it is to be used internally, the usefulness of the intangible asset; the availability of adequate
technical, financial and other resources aids to complete the development and the ability to use
or sell the intangible asset; and its ability to measure reliably the expenditure attributable to the
intangible asset during its development. Expenditure in the development phase that does not
meet the above criteria is recognized in profit or loss in which it is incurred.
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Except for inventories, deferred tax assets and financial assets, the Group determines the
impairment of assets according to the following method: The Group assesses whether an
indication of impairment exists at the end of each reporting period, and performed impairment
test on estimation of the asset’s recoverable amount if such indications exist. Goodwill arising
from a business combination, intangible asset with indefinite useful life and intangible asset not
yet ready for use tested for impairment at least at each year end, irrespective of whether there is
any indication that the asset may be impaired.

An asset’s recoverable amount is calculated as the higher of the asset’s fair value less the net
amount of costs of sale and the present value of estimated future cash flows of the assets. The
recoverable amount is calculated for an individual asset unless it is not applicable, in which
case the recoverable amount is determined for the asset groups to which the asset belongs. An
asset group is recognized based on whether the cash inflows generated by the asset group are
largely independent to those of other assets or asset groups.

When the recoverable amount of an asset or an asset group is less than its carrying amount, the
carrying amount is reduced to its recoverable amount. The reduction amount is charged to profit
or loss and an impairment allowance of assets is provided accordingly.

For the purpose of impairment testing, the carrying amount of goodwill acquired in a business
combination is allocated from the acquisition date on a reasonable basis, to each of the related
asset groups unless it is impossible to allocate to the related asset groups, in which case it
is allocated to each of the related sets of asset groups. Each of the related asset groups or
sets of asset groups is an asset group or a set of asset groups that is expected to benefit from
the synergies of the business combination and shall not be larger than a reportable segment
determined by the Group.

When testing an asset group to which goodwill has been allocated for impairment, if there is
any indication of impairment, the Group firstly tests the asset group, excluding the amount of
goodwill allocated, for impairment, i.e., the Group determines and compares the recoverable
amount with the related carrying amount and recognises any impairment loss. After that, the
Group tests the asset, including goodwill, for impairment, the carrying amount of the related
asset group is compared to its recoverable amount. If the carrying amount of the asset group is
higher than its recoverable amount, the amount of the impairment loss is firstly used to reduce
the carrying amount of the goodwill allocated to the asset group, and then used to reduce the
carrying amount of other assets (other than the goodwill) within the asset group, on a pro-rata
basis of the carrying amount of each asset.

Impairment losses of assets cannot be reversed in subsequent accounting periods upon
recognition.
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18.

19.

Long-term prepaid expenses

Long-term prepaid expenses are amortised using the straight-line method as follows:

Amortisation period

Leasehold improvement The shorter period of
the lease term and the
economic service life of the
leased assets

Payroll and employee benefits payable

Employee benefits are all forms of consideration or compensation given by the Group in
exchange for service rendered by employees or the termination of employment, including
short-term employee benefits, post-employment benefits, termination benefits and other long-
term employee benefits. The benefits that the Group provides to the spouses, children and
dependents of employees, the late employees’ family and other beneficiaries also shall be
deemed as employee benefits.

Short-term employee benefits payable

The Company recognizes, in the accounting period in which an employee provides service,
short-term employee benefits actually incurred as liabilities, with a corresponding charge to
profit or loss or the cost of a relevant asset.

Post-employment benefits (defined contribution plans)

Expenditures for employees’ endowment insurance and unemployment insurance managed by

the local government, as well as enterprise annuity established by the Group are capitalized in
the related assets or charged to profit or loss.
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Post-employment benefits (defined benefit plan)

The Group operates a defined benefit pension plan, which includes providing retirees of the
Group with living allowance monthly, and the amount of benefit allowance is based on the period
the employee serves the Group and the related allowance policy. No capital has been injected
into the plan. The benefits cost under the defined benefit plan is calculated using the projected
accumulative benefit unit method.

The items to be remeasured as a result of the defined benefit pension plan, which include
actuarial gains or losses, are immediately recognized in the balance sheet, and are included in
shareholders’ equity through other comprehensive income during the period in which they are
incurred. They will not be reversed to profit or loss in subsequent periods.

The past service costs are recognized as expenses for the current period when the defined
benefit plan is modified or when the Group recognizes relevant restructuring costs or termination
benefits, whichever occurs earlier.

Net interest is calculated by multiplying net liabilities or net assets of the defined benefit plan
by the discount rate. The Group recognizes changes in net liabilities of the defined benefit
plan under cost of sales, general and administrative expenses, selling expenses and finance
expenses in the income statement: Service costs include current service costs, past service
costs and gains or losses on settlement; net interest includes interest expenses on plan
obligations.

Termination benefits

Termination benefits provided by the Group to its employees are recognized as an employee
benefit liability for termination benefits, with a corresponding charge to profit or loss at the
earlier of the following two dates: when the entity cannot unilaterally withdraw the offer of
termination benefits because of an employment termination plan or a curtailment proposal; or
when the entity recognizes cost or expenses related to a restructuring that involves the payment
of termination benefits.

Other long-term employee benefits

When other long-term employee benefits provided by the Group to the employees satisfied the
conditions for classifying as post-employment benefits, the Company recognizes and measures
the net liability or net asset of other long-term employee benefits in accordance with the
requirements relation to post-employment benefits. And all changes in the carrying amount of
liabilities for other long-term employment benefits are recognized in profit or loss, or included in
the cost of a relevant asset.
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At the commencement date of the lease, the Group measures the lease liability at the present
value of the lease payments that are not paid at that date, except for short-term leases and
leases of low-value assets. Lease payments include fixed payments and in-substance fixed
lease payments after deduction of lease incentives, variable lease payments depending on
indexes or ratios, payments expected to be made based on residual value guarantee, and also
include the exercise price of the purchase option or payments to exercise the option to terminate
the lease (provided that the Group is reasonably certain that the option will be exercised or that
the lease period reflects that the Group will exercise the option to terminate the lease).

In calculating the present value of the lease payments, the Group uses the interest rate implicit
in the lease as the discount rate. If that rate cannot be readily determined, the Group uses the
lessee’s incremental borrowing rate. The Group calculates the interest expenses of the lease
liability in each period during the lease term using the constant periodic rate of interest, and
recognises such interest expenses in profit or loss, except those in the costs of the related asset
as required. Variable lease payments that are not included in the measurement of the lease
liabilities are recognised in profit or loss as incurred, except those in the costs of the related asset
as required.

After the start of the lease term, the Group will increase the carrying amount of the lease liability
when recognizing interest and reduce the carrying amount of the lease liability when paying
the lease payment. When the actual fixed payment changes, the expected amount payable of
the guarantee residual value changes, the index or ratio used to determine the lease payment
changes, the purchase option, the renewal option, or the evaluation of the termination option
When the result or actual exercise situation changes, the Group remeasures the lease liability
based on the present value of the lease payment after the change.
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Except for contingent considerations or contingent liabilities assumed for business combination
not under common control, a provision for liabilities is recognized if:

(1) The obligation is a present obligation assumed by the Group;

(2) It is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation;

(3) A reliable estimate can be made of the amount of the obligation.

Provisions for liabilities are initially measured at the best estimate of the expenditure required to
settle the present obligation, after considering risks, uncertainties, time value of currency, etc.
related to the contingencies. Book value of provisions for liabilities shall be reviewed at each
balance sheet date. If there is a conclusive evidence indicating that the book value does not
reflect the current best estimate, then adjustment shall be made accordingly to the book value
based on the current best estimate.
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The revenue is recognized when the Group has fulfilled its performance obligations of the
contract, i.e. when the customers take control of the relevant goods or services. Taking control
of the relevant goods or services means being able to dominate the use of the goods or the
provision of the services and obtain almost all of the economic benefits from them.

Contracts for the sale of goods

Sales contracts of goods between the Group and its customers generally include the
performance obligation of transferred products such as steel or steel billets only. Generally,
upon taking account of all the following factors, namely, receipt of the current payment rights of
goods, transfer of major risks and rewards in relation to the ownership of goods, transfer of the
legal ownership of goods, transfer of physical assets of goods and receipt of delivery of such
goods by the customers, the Group recognizes it as revenue when customers sign the receipts.

Variable consideration

Some of the contracts between the Group and customers include sales rebates (future
price reductions based on cumulative sales), which form variable consideration. The Group
determines the best estimate of the variable consideration by using the expected value
method or the most likely amount method. However, the transaction price including variable
consideration is only to the extent that it is highly probable that a significant reversal in the
amount of cumulative revenue recognized will not occur when the uncertainty associated with
the variable consideration is subsequently resolved.

Royalty income

According to terms of relevant contracts or agreements, the Group has transferred the use right
of trade mark to customers, and settles based on the customers’ actual steel production, and
recognizes royalty income accordingly.

Principal/agent

When the Group obtains control of raw materials from a third party and then transfers it to the
customer by providing a significant service of integrating the raw materials with other goods
or services into a combined output, i.e., steel billets and steel products, the Group is entitled
to determine the transaction price of the goods or services on its own, i.e., the Group controls
steel billets and steel products before those are transferred to the customer. Thus, the Group is
a principal and recognises revenue in the gross amount of consideration received or receivable.
Otherwise, the Group is an agent and recognises revenue in the amount of any fee or
commission to which it expects to be entitled from the customer. The amount is the net amount
of the gross consideration received or receivable after paying the other party the consideration
received in exchange for the goods or services to be provided by that party or determined by
the agreed-upon amount or proportion of commissions, etc.

2023 Interim Report



Section X Financial Report
Notes to Financial Statements (Continued)

For the six months ended 30 June 2023

The Group recognizes a contract liability based on the relationship between performance of
obligations and customer payments.

A contract liability is the obligation to transfer goods or services to a customer for which the
Group has received a consideration or an amount of consideration that is due from the customer,
in the case that the entity has received the consideration before transferring the promised goods
or services.

Government grants are recognized, when all the conditions attached are fulfilled and they
are highly probable to be received. If a government grant is in form of monetary asset, it is
measured at the amount received or receivable. If a government grant is in form of non-monetary
asset, it is measured at fair value of the grants. If the fair value cannot be reliably determined, it is
measured at the nominal amount.

Asset-related government grants are recognized when the government document designates
that the government grants are used for constructing or forming long-term assets through
other methods other than constructing. If the government document is inexplicit, the Company
should make a judgement based on the basic conditions to obtain the government grants,
and recognizes them as asset-related government grants if the conditions are to form long-
term assets through construction or other method. Otherwise, the government grants should be
income-related.

A government grant related to income is accounted for as follows: if the grant is a compensation
for related costs or expenses or losses to be incurred in subsequent periods, the grant is
recognized as deferred income, and recognized in profit or loss or offset against relevant
costs over the periods in which the related costs or losses are recognized; if the grant is
a compensation for related costs or expenses or losses already incurred, it is recognized
immediately in profit or loss or offset against relevant costs for the current period.

A government grant related to asset is recognized as deferred income, and evenly amortized
systematically and reasonably to profit or loss over the useful life of the related asset (government
grants measured at the nominal amount should be recognized in profit or loss immediately for
the period). When the asset is sold, transferred, discarded or destroyed within the useful life,
the undistributed deferred income should be recognized in profit or loss of assets disposal
immediately for the period.
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Based on the differences between the carrying amount of an asset or liability on the balance
sheet date and its tax base, and the differences between the carrying amounts of some items
that have a tax base according to the taxation laws and regulations. but are not recognized as
assets and liabilities and their tax base, the Group adopts the balance sheet liability method for
the provision of deferred tax.

A deferred tax liability is recognized in respect of all taxable temporary differences except those
arising from:

(1) the initial recognition of goodwill; or the initial recognition of an asset or liability in a
transaction which is not a business combination, and at the time of the transaction,
affects neither accounting profit, taxable profit nor deductible losses;

(2) as to temporary differences associated with investments in subsidiaries, joint ventures
and associates: the Group is able to control the timing of the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

As to deductible temporary differences, deductible losses that can be carried forward for future
years and tax credits, the deferred tax asset is recognized to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, deductible
losses and tax credits can be utilized, except:

(1) is not a business combination, and at the time of the transaction, affects neither
accounting profit, taxable profit nor deductible losses;

(2) as to deductible temporary differences associated with investments in subsidiaries,
joint ventures and associates: a deferred tax asset is recognized to the extent that it is
probable that the temporary difference will reverse in the foreseeable future, and taxable
profit will be available against which the temporary difference can be utilized.

At the end of each reporting period, deferred tax assets and liabilities are measured, based on
taxation laws and regulations, at the tax rates that are expected to apply to the period when the
asset is realized or the liability is settled, taking into account the income tax effect of expected
asset realization or liability settlement at the end of each reporting period.
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The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is
reduced to the extent that it is no longer probable that sufficient taxable profits will be available
in future periods to allow the related tax benefit to be utilized. At each balance sheet date, the
Group reassesses the unrecognized deferred tax assets and recognizes deferred tax assets to
the extent that it has become probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be reversed.

Deferred tax assets and liabilities should be offset and disclosed in net after offsetting if and
only if: the entity has a legally enforceable right to set off current income tax assets and income
tax liabilities on a net basis; and the deferred tax assets and liabilities concerned related to
income taxes raised by the same authority on the same taxable entity, or different taxable
entities which intend, in each future period in which significant amounts of deferred tax assets
and liabilities are expected to be recovered, to settle their current income tax assets and
liabilities either on a net basis or obtain assets and pay off the debts simultaneously.

At the commencement date, the Group assesses whether a contract is or contains a lease. A
contract is or contains a lease if the contract conveys a right to control the use of one or more
identified asset for a period of time in exchange for consideration.

As a lessee

The Group recognizes the use right assets and lease liabilities for lease except for the short-
term lease. The accounting treatment is shown in Note Il1.15 and Note Il1.20.

Short-term lease

The Group considers a lease that, at the commencement date of the lease, has a lease term
of 12 months or less, and does not contains any purchase option as a short-term lease. The
Group chooses not to recognize a right-of-use asset or lease liability of the short-term lease of
machinery and motor vehicles. It will include into the costs of the related asset or current profit
or loss on a straight-line basis during each period in the lease term.
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As a lessor

A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of an underlying asset at the inception date, except that a lease is
classified as an operating lease.

As lessor of an operating lease

Rent income under an operating lease is recognized on a straight-line basis over the lease term,
through profit or loss. Variable lease payments that are not included in the measurement of
lease receivables are charged to profit or loss as incurred. Initial direct expenses are capitalized
and are apportioned on the same basis as rental income recognition during the lease term and
booked into current profit and loss in stages.

Leaseback transactions

The Group determines whether the transfer of assets in a leaseback transaction should be
classified as sales in accordance with Note III. 22.

As lessee

If the transfer of assets in a leaseback transaction is classified as sales, the Group, as lessee,
measures the right-of-use assets formed by the leaseback based on the portion of the original
book value of the assets relating to the right-of-use acquired in the leaseback and recognises
profit or loss only to the extent of the rights transferred to the lessor. If the transfer of assets in
a leaseback transaction is not classified as sales, the Group, as lessee, continues to recognise
the transferred assets and at the same time also recognises financial liabilities equivalent in
amount to the transfer income. Such financial liabilities are accounted for in accordance with
Note III. 9.
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The safety reserve fund extracted by the Group in accordance with the provisions shall be
recognized as the cost of the related products or included in profit or loss for the period, while
be recognized as special reserves. When using safety reserve fund, it shall be distinguished
whether it will form PPE or not and shall be treated separately. The expenditure shall write
down the special reserves; the capital expenditure shall be recognized as PPE when meet
the expected conditions for use, and write down the special reserves while recognizing
accumulated depreciation with the same amount.

The Group measures held financial assets held for trading, receivables financing and other
equity investments at fair value at the end of each reporting period. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole: Level 1 inputs — Quoted
(unadjusted) market prices in active markets that are available at the measurement date for
identical assets or liabilities; Level 2 inputs — Inputs other than Level 1 inputs that are either
directly or indirectly observable for the assets or liabilities; Level 3 inputs — Inputs that are
unobservable for the assets or liabilities.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the

Group reassesses them and determines whether transfers have occurred between levels in the
hierarchy at each balance sheet date.
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The preparation of the Group’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the balance sheet date. Uncertainty
about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the
following judgements which have a significant effect on the amounts recognised in the financial
statements:

Business model

The classification of financial assets on initial recognition is based on the Group’s business
model for managing the financial assets. When assessing the business model, the Group
considers matters including how the performance of the financial assets is evaluated and
reported to the key management personnel, the risks that affect the performance of the
financial assets and the way those risks are managed, and how managers of the business are
compensated. When evaluating whether the objective is to collect contractual cash flows, the
Group needs to analyze and evaluate the reasons, time, frequency and value of sales before the
maturity date of the financial assets.

Characteristic of the contractual cash flow

The classification of financial assets on initial recognition is based on the contractual cash flow
characteristics of the financial assets. When assessing whether the contractual cash flows are
solely payments of the principal and the interest based on the outstanding principal amount,
including assessing the modification of the time value of money element, it needs to assess
whether there is a significant difference when compared with the benchmark cash flow. For the
financial assets including the prepayment feature, it needs to assess whether the fair value of
the prepayment feature is insignificant.
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Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the future accounting periods, are discussed
below.

Impairment of financial instruments

The Group uses ECLs model to conduct assessment on the impairment of financial instruments.
The application of ECLs model requires significant judgement and estimation and takes into
account all reasonable and reliable information, including forward looking information. When
making such judgement and estimation, the Group predicts the expected changes in credit risk
of the obligor based on its historical data of repayment together with factors such as economic
policy, macroeconomic indicators and industry risk. The different estimates may impact the
impairment assessment, and the provision for impairment may also not be representative of the
actual impairment loss in the future.

Impairment of non-current assets other than financial assets (other than goodwill)

The Group assesses whether there are any indications of impairment for all non-current assets
other than financial assets at the balance sheet date. Intangible assets with indefinite useful lives
are tested for impairment annually and at other times when such an indication exists. Other non-
current assets other than financial assets are tested for impairment when there are indications
that the carrying amounts may not be recoverable. An impairment exists when the carrying
amount of an asset or asset group exceeds its recoverable amount, which is the higher of its
fair value less costs of disposal and the present value of the future cash flows expected to be
derived from it. The calculation of the fair value less costs of disposal based on available data
from binding sales transactions in an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing of the assets. When the calculations of the
present value of the future cash flows expected to be derived from an asset or asset group are
undertaken, management must estimate the expected future cash flows from the asset or asset
group and choose a suitable discount rate in order to calculate the present value of those cash
flows.
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For the six months ended 30 June 2023

Estimation uncertainty (Continued)
Impairment of gooadwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires
an estimation of the present value of the future cash flows expected to be derived from the asset
to which the goodwill is allocated. Estimating the present value requires the Group to make an
estimate of the expected future cash flows from the asset groups and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. Further details are
included in Note V. 14.

Deferred tax assets

Deferred tax assets are recognized for all unused deductible losses to the extent that it is
probable that taxable profit will be available against which the deductible losses can be utilized.
Significant management judgement is required to determine the amount of deferred tax assets
that can be recognized, based upon the likely timing and level of future taxable profits together
with tax planning strategies.

Net realisable values of inventories

At the balance sheet date, inventories are measured at the lower of cost and net realisable value
and the provision for inventory write-down is made on the difference between the cost and the
net realisable value. The net realisable value of inventories held for sale is determined based on
the amount of the estimated selling price less the estimated selling expenses and relevant taxes
and surcharges in the ordinary course of business; the net realisable value of materials to be
processed is determined based on the amount of the estimated selling price less the estimated
costs of completion, selling expenses and relevant taxes and surcharges in the ordinary course
of business.

Variable consideration involving sales discounts

For contract with similar characteristics, the Group will reasonably estimate the discount rate
based on historical sales data, current sales situation, customer changes, market changes and
other relevant information. The estimated discount rate may not be equal to the actual discount
rate in the future. The Group will reassess the discount rate at least at each balance sheet date
and determine the accounting treatment based on the reassessed discount rate.
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For the six months ended 30 June 2023

Estimation uncertainty (Continued)
Lessee’s incremental borrowing rate

If the interest rate implicit in the lease cannot be readily determined, the Group measures
the lease liability at the present value of the lease payments discounted using the lessee’s
incremental borrowing rate. According to the economic environment, the Group takes the
observable interest rate as the reference basis for determining the incremental borrowing rate,
then adjusts the observable interest rate based on its own circumstances, underlying assets,
lease terms and amounts of lease liabilities to determine the applicable incremental borrowing
rate.

Changes in accounting policies

According to Interpretation of China Standards on Auditing No. 16, since January 1, 2023,
for a single transaction that is not a business combination and does not affect the accounting
profit nor taxable income (or deductible losses) at the time of the transaction, and the initial
recognition of assets and liabilities results in the creation of equivalent taxable temporary
differences and deductible temporary differences (including any lease transaction in which
the lessee initially recognises lease liability at the commencement date of the lease term
and includes it in the right-of-use asset, and any transaction in which the lessee recognises
an estimated liability and includes it in the cost of the related assets because there is an
abandonment obligation for fixed assets, etc.), the requirement that being exempt from initially
recognising deferred tax liabilities and deferred tax assets under Clause 11(ll) and Clause 13
of Accounting Standards for Business Enterprises No. 18 — Income Tax shall not apply. For
taxable temporary differences and deductible temporary differences arising from the initial
recognition of assets and liabilities in respect of the transaction, enterprises should recognise
the corresponding deferred income tax liabilities and deferred income tax assets respectively at
the time of the transaction.
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For the six months ended 30 June 2023
IV. TAXES

1. Main taxes and tax rates

Taxes Tax bases Tax rates
Value-added tax The taxable revenue from sale of VAT output has been calculated
(“VAT") goods by applying a rate of 13% to the

taxable value for sales of steel
products, and VAT payable is
the difference of VAT output
less deductible VAT input for
the current period.
Other tax rate: 6%, 9%
Housing property tax For housing property levied on the basis 1.2%, 12%
of price, housing property tax is levied
at the rate of 1.2% of the balance after
deducting 30% of the cost; for housing
property levied on the basis of rent,
housing property tax is levied at the
rate of 12%
City maintenance and ~ Amount of commodity turnover tax 7%

construction tax paid
Education surcharge Amount of commodity turnover tax 3%
paid
Local education Amount of commodity turnover tax 2%
surcharge paid
Corporate income tax  Taxable income 15%
(“CIT")
Environmental The actual emission of air, water RMBS3-3.5 per pollution
protection tax pollutants equivalent

The applicable CIT rates of the Company and its subsidiaries are analyzed as follows:

Name of subject of taxation Income tax rate

The Company 15%
Chongging Iron and Steel Energy and Environmental Protection Co., Ltd.

(“Chongging Iron & Steel Energy”) 15%
Chongging Xingang Changlong Logistics Co., Ltd (“Xingang Changlong”) 15%
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Pursuant to the requirement of the Announcement on the Continuation of the Corporate
Income Tax Policy for the Western Development (BIRIEE PR EB AR D EFBRBERAAE))
promulgated by the MOF, the State Administration of Taxation and the National Development
and Reform Commission, enterprises located in the western region that fall into the Catalogue
of Encouraged Industries are subject to a reduced Corporate Income Tax rate of 15% from
1 January 2021 to 31 December 2030. The Company and its subsidiaries Chongqging Iron &
Steel Energy and Xingang Changlong have qualified for the requirement of the policy. Thus
the Company and its subsidiaries Chongqging Iron & Steel Energy and Xingang Changlong
implement tax rates of 15% for the current year.

Chongging Iron & Steel Energy obtained the Resource Comprehensive Utilization Certificate
[Comprehensive Certificate 2014 No. 016 in January 2014], according to the Notice on
Implementation of the Enterprise Income Tax Preferential Catalog for Comprehensive Utilization
of Resources (Cai Shui [2008] No. 47) ({EAR#ITE R E FIAEEMEHES B B HBREERB
) (B F7[2008]475%)) by the MOF and the State Administration of Taxation, when calculating
taxable income, Chongging Iron & Steel Energy used 90% of its total income for the year.

Chongging lIron & Steel Energy uses waste heat from industrial production to generate
electricity, and pursuant to the Announcement of Adjusting and Improving the Policy about
Value-added Tax on Products and Services of Comprehensive Utilization of Resources (Cai
Shui [2021] No. 40) KEARFABRTEERGEEMNAER RS HIZEHBRAEA) (FH[2021]40
%)) promulgated by the MOF and the State Administration of Taxation, Chongging Iron & Steel
Energy can enjoy the policy of value-added tax refund.

Pursuant to the Announcement on Clarification of Policies for Reducing or Exempting Value-
added Tax for Small Scale Taxpayers of Value-added Tax [2023] No.1 (B BR#EIEERL /M RE
AR R R ER ERR A A% )2023F £ 157) promulgated by the MOF, the State Administration
of Taxation, from 1 January 2023 to 31 December 2023, enterprises engaged in the production
services and with sales revenue from modern services accounting for more than 50% of their
total income are eligible for an additional 5% deductible input tax reduction. As having qualified
for the requirement mentioned above for its provision of modern services (logistics support
services), Xingang Changlong is entitled to a 5% additional deductible input tax reduction for
the current year.
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NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS

Cash and bank balances

30 June 31 December
Items 2023 2022
Bank deposits 2,941,957,920.75 3,937,932,833.28
Other monetary assets 146,709,582.59 57,742,846.62

3,088,667,503.34 3,995,675,679.90

Including: the total amount of restricted cash and bank
balances due to mortgage, pledge or
freeze. 146,709,582.59 57,742,846.62

As at 30 June 2023, the Group had restricted cash and bank balances for notes and letter of
credit, details refer to Note V.53.

Interest income is generated from demand deposit determined by the interest rate for the
demand deposit in banks and agreement deposit.

Trade receivables

Credit period of trade receivables is generally within one month. Trade receivables are non-
interest-bearing.

An ageing analysis of accounts receivable is as follows:

30 June 31 December

2023 2022

Within 1 year 31,551,825.17 35,101,779.09
1-2years 1,062,307.18 1,938,096.22
2 — 3 years 1,132,859.64 1,815,749.84
Above 3 years 2,137,854.10 1,042,381.42

35,884,846.09 39,898,006.57
Less: Provision for bad debts for trade receivable 1,108,763.13 1,108,763.13

34,776,082.96 38,789,243.44

The ageing analysis of trade receivable was based on the month actually incurred. The accounts
receivable recognized firstly will be firstly settled when recovering capital.
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For the six months ended 30 June 2023
NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

2. Trade receivables (Continued)

30 June 2023 31 December 2022

Book value Impairment allowance Book Value Impairment allowance

Amount Proportion Amount Provision  Carrying value Amount Provision Amount Provision  Carrying value

(%) (%) (%) (%)

Provision for bad
debts by group
with credit risk
characteristics ~ 35,884,846.09 100 1,108,763.13 3 3477608296 39,898,00657 100  1,108,763.13 3 38,789.243.44

As at 30 June 2023 and 31 December 2022, the Company have no individually trade receivables
to separate provision.

The provision for bad debt on the trade receivable by group with credit risk characteristics are as
follows:

30 June 2023 31 December 2022
Estimated Estimated
doubtful book ECLs Lifetime doubtful book ECLs
value proportion ECLs value proportion
(%)

Within 1 year 31,551,825.17 35,101,779.09 - -
1-2 years 1,062,307.18 1,938,096.22 - -
2-3 years 1,132,859.64 1,815,749.84 4 66,381.71
Over 3 years 2,137,854.10 52 1,108,763.13  1,042,381.42 100 1,042,381.42
35,884,846.09 1,108,763.13 39,898,006.57 1,108,763.13

Chongging Iron & Steel Company Limited
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

2.

Trade receivables (Continued)

The movements in provision for bad debt on the trade receivable are as follows:

Opening Recovery Other Closing

balance Provision or reversal Write-off increase balance

January-June 2023 1,108,763.13 = = = - 1,108,763.13

2022 1,062,693.13 46,070.00 = = - 1,108,763.13

Steel products customers usually need advance payment, main customers are also provided
with 30 days credit period. For other product customers, the contract price of the Group is usually
due within 30 days after the delivery of products, and the risk of expected credit loss of trade
receivables is low.

As at 30 June 2022, the top five balances in respect of trade receivables aggregating
RMB31,773,216.17 (31 December 2022: RMB31,958,868.38), accounting for 89% (31 December
2022: 80%) of the total of closing balance of trade receivables. There was no provision for bad
debt for the period (31 December 2022: Nil).
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

3.

Receivables financing

30 June 31 December
2023 2022
Notes receivable 417,375,048.47 799,686,555.46

The Group endorses and discounts partial of bank acceptance bills in daily money management,
aiming at receiving contractual cash flow and selling. The Group classified such category
of notes receivable as financial assets measured at fair value through other comprehensive
income, disclosed as receivables financing.

30 June 31 December

2023 2022

Commercial acceptance bill 200,000.00 200,000.00
Bank acceptance bill 417,175,048.47 799,486,555.46

417,375,048.47 799,686,555.46

Pledged notes receivable as follows:

30 June 31 December
2023 2022
Bank acceptance bill 117,502,637.12 100,119,944.03

Please refer to Note V. 53. for restricted notes receivable at the period-end.

Chongging Iron & Steel Company Limited
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NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

V.

3.

Receivables financing (Continued)

Notes receivable endorsed or discounted but not yet mature at the balance sheet date are as
follows:

30 June 2023 31 December 2022

Non- Non-

Derecognition  derecognition Derecognition derecognition
at the end of at the end of at the end of at the end of
the period the period the period the period

Bank acceptance bill 5,356,331,050.32 - 2,788,645,475.68  25,546,660.16

As at 30 June 2023, none of the Notes receivable was transferred from notes by the Group due
to the non-performance by issuer (31 December 2022: Nil).

Prepayments

Ageing analysis of prepayments is as follows:

30 June 2023 31 December 2022
Book value Proportion Book value Proportion
(%) &
Within 1 year 604,016,596.52 97 820,988,234.06 97
1-2 years 13,880,467.50 2 19,463,573.67 2
2-3 years 5,473,432.17 1 4,981,189.07 1
623,370,496.19 100 845,432,996.80 100

As at 30 June 2023, the closing balances of the top five prepayments balances in aggregate
to RMB308,525,402.24 (31 December 2022: RMB413,397,416.06), representing 49%
(81 December 2022: 49%) of the total closing balances of prepayments.
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5. Other receivables

30 June 31 December

2023 2022

Other receivables 20,409,857.95 34,846,186.58

An ageing analysis of other receivables is as follows:

30 June 31 December

2023 2022

Within 1 year 10,303,513.00 29,100,132.89
1-2years 7,253,118.04 5,632,374.32
2 — 3 years 3,076,782.18 694,558.99
Above 3 years 2,494,954.85 2,137,630.50

23,128,368.07 37,564,696.70
Less: Provision for bad debts 2,718,510.12 2,718,510.12

20,409,857.95 34,846,186.58

Other receivables presented by nature as follow:

30 June 31 December

2023 2022

Prepayments for trading 11,825,857.39 6,358,619.28
Guarantee deposits, staff advances, etc. 7,809,843.55 6,902,554.51
Government grants receivable 1,916,894.66 23,924,352.24
Others 1,575,772.47 379,170.67

23,128,368.07 37,564,696.70
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5. Other receivables (Continued)

Changes in book value and provision for bad debt provided based on the 12-month expected
credit losses and lifetime expected credit losses on other receivables are as follows:

Stage 3

134

30 June 2023

12-month expected
credit losses (group)

Book Provision for
value  bad debts

Lifetime expected
credit losses (group)

Book Provision for
value  bad debts

Credit-impaired
financial assets
(Lifetime expected

credit losses) credit losses
(group)

Book Provision for
value  bad debts

Credit-impaired
financial assets
(Lifetime expected
credit losses) credit losses
(single)

Book  Provision for
value  bad debts

Subtotal

Book  Provision for
value  bad debts

31 December 2022 33,410,696.33 - 186677457 43126432 2.267,225.80 2,267,225.80 - - 37,564,696.70  2,718,510.12
Adtion for the period 10,303,513.00 - - - - - - - 10,303,513.00 -
Derecognition (24,739,841.63) - - - - - - - (24,739,841.63) -
Write-off for the period - - - - - - - - - -
30 June 2023 18,974,367.70 - 186677457  431,284.32 2,267,225.80 2,267,225.80 - - 2312836807  2,718,510.12

31 December 2022

12-month expected
credit losses (group)

Book  Provision for
valie  bad debts

Lifetime expected
credit losses (group)

Book  Provision for
value  bad debts

Stage 3

Credit-mpaired
financial assets
(Lifetime expected
creditlosses) credit
losses (group)

Book  Provision for
value  bad debts

Credit-mpaired
financial assets
(Lifetime expected
credit losses) credit
[osses (single)

Book  Provision for
value bad debts

Subtotal

Book  Provision for
value bad debts

31 December 2021 508877977 - IBGRTTAST 43126430 Q2872580 228722580 1982669083 1982660083 7TAB4AT0NT 2054520085
Addiion fr the year 2,100.13289 - - - - - - - 2910013289 -
Derecogriion (46,633.216.39) - - - - - (952966138) (952966139) (3606287772 (952966139)
Wit for the year - - - - - - (10.207,009.44) (10.297,020.44) (10.297029:4) (10,297 029.44
31 December 2022 3341069633 - IBRTTAST 43126430 228120580 228720580 - - 31564670 271851012
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NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5. Other receivables (Continued)

Section X Financial Report

The movements in provision for bad debt for other receivables are as follows:

January-June 2023

Opening

balance

2,718,510.12

Reversal or
Provision transfer

Closing
Write-off balance

= 2,718,510.12

2022

22,545,200.95

- (9,529,661.39)

(10,297,029.44)  2,718,510.12

As at 30 June 2023, the five largest other receivables are as follows:

Closing
balance of
Closing Ratio in other provision for
balance  receivables Nature bad debts
(%)
The first 6,251,528.59 27 Transactional intercourse  Within 1 year -
The second Staff advances Within 1 year, 1 to
3 years, above 3
4,707,432.05 20 years 2,192,450.68
The third Guarantee deposits 1 to 3 years, above
3,102,411.50 13 3 years 525,761.92
The fourth 2,300,000.00 10 Transactional intercourse  1to 2 years -
The fifth Government grant Within 1 year
1,916,894.66 8 receivables -
18,278,266.80 78 2,718,212.60

Chongging Iron & Steel Company Limited
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5. Other receivables (Continued)

As at 31 December 2022, the five largest other receivables are as follows:

Closing
balance of
Closing  Ratio in other provision for
balance receivables  Nature bad debts
(%)
The first Government grant Within 1 year

23,924,352.24 64 receivables -

The second Guarantee deposits 1 to 3 years, above
3,789,419.76 10 3 years 525,761.92
The third 3,598,541.41 10  Transactional intercourse Within 1 year -

The fourth Staff advances 0 to 3 years, above
2,995,645.01 8 3 years 2,192,450.68
The fifth 2,300,000.00 6 Transactional intercourse 110 2 years -
36,607,958.42 98 2,718,212.60

As at 30 June 2023, the government grant receivable is as follows:

Subsidiary Estimated Supporting

program Amount Aging receiving time documents
Tax Bureau at Changshou VAT collect and 1,916,894.66 Within 1 year July-August 2023 Announcement on
District refundable Improving the
VAT Policy on
Comprehensive
Utilisation of

Resources (Cai
Shui [2021] No.
40)
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NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

6. Inventories

30 June 2023

Provision
for decline
in value/
impairment

Carrying
amount

Book value

31 December 2022

Provision
for decline
in value/
impairment

Carrying

Book value amount

Raw materials 1,732,837,116.46  136,615,700.37 1,596,221,416.09 1,585,117,204.29 218,842,036.91 1,366,275,167.38
Work in progress 390,302,273.90 - 390,302,273.90 561,419,936.09  46,574,080.85 514,845,855.24
Finished goods 251,950,134.61 - 251,950,134.61 32809591326  12,446,168.11  315,649,745.15
Low value
consumables and
maintenance and
spare parts 414922,932.07  21,757,670.84  393,165,261.23  417,743,741.07  21,757,670.84  395,986,070.23
2,790,012,457.04  158,373,371.21 2,631,639,085.83 2,892,376,794.71  299,619,956.71 2,592,756,838.00

Provision for inventories:

Opening

balance Provision

January-June 2023

Raw materials 218,842,036.91 -
Work in progress 46,574,080.85 -
Finished goods 12,446,168.11 -

Low value consumables
and maintenance and

spare parts 21,757,670.84 -

Decrease

Reversal or
Write-off

Closing
Others balance

82,226,336.54 - 136,615,700.37
46,574,080.85 = =

12,446,168.11 = =

21,757,670.84

299,619,956.71

141,246,585.50

158,373,371.21

Chongging Iron & Steel Company Limited
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6. Inventories (Continued)

Decrease

Opening Reversal or Closing
balance Provision Write-off balance

Raw materials 136,615,700.37  82,226,336.54 - - 218,842,036.91
Work in progress 32,961,309.51  46,574,080.85  32,961,309.51 - 46,574,080.85
Finished goods 76,510,453.92  12,446,168.11  76,510,453.92 - 12,446,168.11
Low value consumables
and maintenance and
spare parts 51,449,753.00 820,512.96  30,512,595.12 - 21,757,670.84
297,537,216.80  142,067,098.46  139,984,358.55 - 299,619,956.71
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NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS

Determination basis of net realizable value and reasons for the reversal or written-off of provision

for inventories:

Raw materials

Work in progress

Finish goods

Low value consumables
and maintenance and
spare parts

Determination basis
for provision for
decline in value of
inventories

Provision for inventories
on an individual basis

Provision for inventories
on an individual basis

Provision for inventories
on an individual basis

Provision for inventories
on an individual basis

Basis for determination
of net realizable value

The amount of the estimated
selling price less the
estimated costs of
completion, selling expenses
and relevant taxes and
surcharges

The amount of the estimated
selling price less the
estimated costs of
completion, selling expenses
and relevant taxes and
surcharges

The amount of the estimated
selling price less the
estimated selling expenses
and relevant taxes and
surcharges

The amount of the estimated
selling price less the
estimated selling expenses
and relevant taxes and
surcharges

Reasons for

the reversal or
the written-off

of provision for
decline in value
of inventories in
the current period

Relevant inventories
produced and
consumed

Relevant inventories
produced and
consumed

Relevant inventories
sold

Nil

Chongging Iron & Steel Company Limited
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(CONTINUED)

7. Other current assets

30 June 31 December

2023 2022

Prepaid corporate income tax 130,620,704.17 130,656,066.07
Input VAT to be credited 17,395,110.29 76,378,841.09

148,015,814.46 207,034,907.16

8. Long-term equity investments

30 June 2023 31 December 2022

Provision for Carrying Provision for Carrying
Book Value impairments Amount Book Value  impairments Amount

Joint ventures - - = _ _ _
Associate 111,227,095.30 - 111,227,095.30 111,123,058.00 - 111,123,058.00

111,227,095.30 - 111,227,095.30 111,123,058.00 111,123,058.00
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(CONTINUED)

8.

Long-term equity investments (Continued)

January-June 2023

Opening
Investees balance

Associate
Chongaing Baocheng Carbon Material
Co., Ltd. (‘Baocheng

Increase/(decrease)

Investment
income
recognised
through
equity
method

cash impairment
dividends Other Closing allowance at
declared  changes balance period-end

Carbon’) (Nofe 7) 16,764,325.32 1,063,163.28  4,300,000.00 - 13,527,488.60 =
Baowu Raw Material Supply Co., Ltd.

(“Baowu Raw Material") (Note 1) 44,518,431.16 1,581,535.58  2,499,490.96 - 43,600,475.78 -
Baowu Environmental Science Chongaing

Resaurce Recycling Co., Ltd. (‘Baowu

Environmental Resource”) (Mofe 2)  15,503,020.25 4,627,273.25 - - 20,130,293.50 -
Baowu Jingcheng (Zhoushan) Mining

Technology Co., Ltd (“Baowu

Jingcheng") (Noie 3) 34,337,281.27 -368,443.85 - - 33,968,837.42 -

111,123,058.00 6,903,528.26  6,799,490.96 - 111,227,095.30 -

Chongging Iron & Steel Company Limited

141



Section X Financial Report
Notes to Financial Statements (Continued)

For the six months ended 30 June 2023
V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

8. Long-term equity investment (Continued)
2022

Increase/(decrease)

Investment
income

recognised Cash Impairment
Opening ~ Investments through ~ dividends Other Closing ~ allowance at
Investees balance increased  equity method declared changes halance year-end

Associates
Chongaing Baocheng Carbon Material

Co. Lid. (EEERRMARAR)

(“Baacheng Carbon Material’)

(Note 1) 14,039,012.26 - 4,925313.06 (2,200,000.00)
Baowu Raw Material Supply Co., Ltd.”

(ERRREERRAR) (‘Baowu Raw

Material") (Note 1) 44,120,786.35 - 2720,729.06 (2,323,084.25)
Baowu Environmental Resources

Technology (Changaing) Recycling

Co, Ltd. (BRBHERERERNA

ERA) (‘Baowu Environmental

16,764,326.32 =

44,518 431.16 =

Resources”) (Note 2) - 14700,000.00  803,020.25 - - 15,503,020.25 -
Baowu Jingcheng (Zhoushan) Mining
Technology Co., Ltd. (EE B (AL )&
EREARAA) (‘Baowu Jingcheng’)
(Note 3) - 3420000000  137,281.27 - - 34,337,281.27 -
58,159,798.61 48,900,000.00 8,586,343.64 (4,523,084.25) - 111,123,058.00 -
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V. NOTES TO ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

8.

Long-term equity investment (Continued)

Note 1:

Note 2:

Note 3:

The Company purchased 10% equity of Baocheng Carbon with approximately RMB11,240,000. The
Company takes one of the five seats on the board of directors of Baocheng Carbon and can exercise
voting rights in the shareholders’ meeting of Baocheng Carbon according to the proportion of paid-
in capital, which has a significant influence on Baocheng Carbon. The company paid RMB40 million
and holds 8% equity of Baowu Raw Materials. The Company holds one of the 9 seats on the board of
directors of Baowu Raw Materials and can exercise voting rights in the shareholders’ meeting of Baowu
Raw Materials according to the proportion of paid-in capital, which has a significant influence on Baowu
Raw Materials.

The second meeting of the ninth session of the Company’s board of directors deliberated and
approved the “Proposal on Establishment of a Joint Venture and Related Party Transaction with
Baowu Group Environmental Resources Technology Co., Ltd.” and agreed the Company and Baowu
Group Environmental Resources Technology Co., Ltd. (“Baowu Resources”) to jointly establish Baowu
Environmental Resource. The Company invested RMB49,000,000 and holds 49% equity of Baowu
Raw Material. According to the “Articles of Association” of Baowu Resource, the Company has the
corresponding voting rights in the Company. In January 2022, the Company contributed RMB14,700,000.

The 6th meeting of the ninth session of the Company’s board of directors deliberated and approved the
“Proposal on Establishment of a Joint Venture and Related Party Transaction with Baosteel Resources
Holding (Shanghai) Co., Ltd”, and agreed the Company and Baosteel Resources Holding (Shanghai)
Co., Ltd. (“Baosteel Resources”) to jointly establish Baowu Jingcheng. In January 2022, the Company
invested RMB34.2 million and holds 19% equity of Baowu Jingcheng. According to the “Articles of
Association” of Baowu Jingcheng, the Company has the corresponding voting rights in the company.

Other equity investments

January-June 2023

Baowu Water Technology Limited - 60,364,499.70 -

Accumulated fair Dividends Income
value changes
recorded

in other Equity Equity  Reason for being designated as fai
comprehensive instruments instruments that  value through other comprehensive
income Fairvalue  derecognized are stillheld  income

Intended to hold in long-term and
eam investment income

Chongging Iron & Steel Company Limited
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9. Other equity investments (Continued)
2022
Accumulated Dividends Income

fair value
changes Reason for being

recorded Equity  designated as fair
in other Equity instruments  value through other
comprehensive instruments that are  comprehensive
income Fairvalue  derecognized still held  income

Xiamen Shipbuilding Industry 5,000,000.00 - - - Intended to hold in
Co., Ltd (EFHMETRN long-term and eam
BRAR) investment income

10. Property, plant and equipment

30 June 31 December

2023 2022

Property, plant and equipment 26,394,571,877.30 26,280,993,465.29
Property, plant and equipment to be disposed of (5,731,013.13) 786,980.39

26,388,840,864.17 26,281,780,445.68
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10. Property, plant and equipment (Continued)

January-June 2023

Machineries

Plants and and other Motor
buildings equipment vehicles

Cost
Opening balance
Pur