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X.	 OTHER SIGNIFICANT EVENTS (CONTINUED)

5.	 FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(4)	 Market risk (Continued)

Foreign currency risk (Continued)

The following table demonstrates the sensitivity at the balance sheet date to a reasonably 

possible change in the exchange rates of the United States dollar, Euro and Japanese 

Yen, with all other variables held constant, of the Group’s net profit/(loss) (due to changes 

in the fair value of monetary assets and liabilities).

	 Increase/	 Increase/

	 (decrease) in	 (decrease) in

	 exchange rate	 net profit

	

2012

Depreciation of RMB to USD	 1%	 (20,577,410)

Depreciation of RMB to EUR	 1%	 87,833

Depreciation of RMB to JPY	 1%	 (175,227)

Appreciation of RMB to USD	 1%	 20,577,410

Appreciation of RMB to EUR	 1%	 (87,833)

Appreciation of RMB to JPY	 1%	 175,227

2011

Depreciation of RMB to USD	 1%	 (92,344,396)

Depreciation of RMB to EUR	 1%	 4,419,877

Depreciation of RMB to JPY	 1%	 (7,349)

Appreciation of RMB to USD	 1%	 92,344,396

Appreciation of RMB to EUR	 1%	 (4,419,877)

Appreciation of RMB to JPY	 1%	 7,349
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X.	 OTHER SIGNIFICANT EVENTS (CONTINUED)

6.	 FAIR VALUE

The carrying amounts and fair values of the Group’s financial instruments are as follows:

	 Carrying amounts	 Fair values

	 2012	 2011	 2012	 2011

	 	 (Restated)	 	 (Restated)

	 	

Financial liabilities

Long term loans	 9,914,180,000	 12,506,772,000	 9,914,180,000	 12,506,772,000

Bonds payable	 8,261,992,704	 9,243,722,051	 8,364,436,900	 9,438,448,000
	 	 	 	

The fair value is the amount for which an asset could be exchanged, or a liability settled, 

between knowledgeable and willing parties in an arm’s length transaction. The following 

methods and assumptions are used in estimating fair value.

The fair values of cash and bank balances, bills receivable, trade receivables, dividends 

receivable, other receivables, bills payable, accounts payable, interest payable, dividends 

payable, other payables, loans and advanced to customer, customer deposits, repurchase 

agreements, short term loans and non-current liabilities due within one year approximate to their 

carrying amounts largely due to the short term maturities of these instruments.

The fair value of the long term loans and medium-term notes payable have been calculated by 

discounting the expected future cash flows using rates currently available; The fair values of 

bonds payable are based on quoted market prices.

The fair values of listed equity investments are based on quoted market prices.

The Group uses the following hierarchy for determining the fair value of financial instruments:

Level 1 refers to the use of quoted prices for identical assets and liabilities existing on active 

markets available to entities that have access on the measurement date. The fair value is 

determined based on these quoted prices. Level 2 refers to the use of quoted prices for similar 

assets and liabilities existing on active markets, or quoted prices for identical or similar assets 

and liabilities existing on non-active markets, available to entities that have access on the 

measurement date. The fair value is determined based on these quoted prices with necessary 

adjustment. Level 3 refers to the determination of fair value based on other parameters which 

reflects the parameters adopted by the market participants in respect of pricing the asset or 

liability, when the enterprises are unable to have access to the comparable market price of 

identical or similar asset.



249Maanshan Iron & Steel Company Limited 
2012 Annual Report

Notes to Financial Statements (Continued)
31 December 2012
Renminbi Yuan

X.	 OTHER SIGNIFICANT EVENTS (CONTINUED)

6.	 FAIR VALUE (CONTINUED)

Financial instruments measured at fair value:

2012

	 Level 1	 Level 2	 Level 3	 Total

	

Financial assets

  held for trading	 587,120	 –	 –	 587,120
	 	 	 	

2011

	 Level 1	 Level 2	 Level 3	 Total

Financial assets

  held for trading	 607,980	 –	 –	 607,980
	 	 	 	

During the year of 2012, there was no significant transfer into or out of Level 3.

*7.	 OTHER FINANCIAL INFORMATION

	 Group	 Company

	 2012	 2011	 2012	 2011

	 	 (Restated)

	 	

Current assets	 33,280,575,450	 40,121,808,048	 22,714,387,922	 27,757,450,810

Less: Current liabilities	 31,663,322,867	 29,420,242,660	 21,361,356,363	 18,707,771,692
	 	 	 	

Net current assets	 1,617,252,583	 10,701,565,388	 1,353,031,559	 9,049,679,118
	 	 	 	

	 Group	 Company

	 2012	 2011	 2012	 2011

	 	 (Restated)

	 	

Total assets	 76,011,164,039	 81,224,642,090	 63,459,283,349	 66,825,015,545

Less: Current liabilities	 31,663,322,867	 29,420,242,660	 21,361,356,363	 18,707,771,692
	 	 	 	

Net total assets

  minus liabilities	 44,347,841,172	 51,804,399,430	 42,097,926,986	 48,117,243,853
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X.	 OTHER SIGNIFICANT EVENTS (CONTINUED)

*8.	 EMPLOYEE COSTS (EXCLUDING DIRECTORS AND SUPERVISORS’ REMUNERATION 
(NOTE VI.10)

	 2012	 2011

		

Wages and salaries	 2,709,564,627	 2,714,899,208

Welfare	 859,571,384	 907,709,086

Pension scheme contributions (i)	 700,755,005	 665,903,915
		  	

	 4,269,891,016	 4,288,512,209
		  	

(i)	 As at 31 December 2012 and 31 December 2011, no contribution was capitalised or waived to 

reduce the Group’s liability to pay pension scheme contributions in the future.

9.	 COMPARATIVE DATA

Certain comparative figures have been restated in order to comply with the requirement of 

presentation. Please refer to note IV.4 for the details.

XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS

1.	 TRADE RECEIVABLES

The Company’s trade receivables were interest-free with normal credit terms of 30 to 90 days.

An aged analysis of trade receivables is as follows:

	 2012	 2011

		

Within one year	 1,603,053,558	 2,205,528,263

One to two years	 138,711,163	 155,444,562

Two to three years	 9,126,501	 22,491,689

Over three years	 47,806,673	 42,841,419
		  	

	 1,798,697,895	 2,426,305,933

Less: Provisions for bad debts	 13,382,203	 13,382,203
		  	

Total	 1,785,315,692	 2,412,923,730
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

1.	 TRADE RECEIVABLES (CONTINUED)

Trade receivables balance is analysed as follows:

	 2012	 2011
	 	

	 Book value	 Provision for bad debts	 Book value	 Provision for bad debts

	 Balance	 Ratio	 Amount	 Ratio	 Balance	 Ratio	 Amount	 Ratio

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

	

Individually significant 

  and assessed 

  impairment individually	 884,175,999	 49	 (6,927,040)	 1	 1,424,379,952	 59	 (6,927,040)	 –

Other insignificant but

  assessed impairment

  individually	 914,521,896	 51	 (6,455,163)	 1	 1,001,925,981	 41	 (6,455,163)	 1
	 	 	 		  	 	

Total	 1,798,697,895	 100	 (13,382,203)	 	 2,426,305,933	 100	 (13,382,203)
	 	 	 		  	 	

The movement of provision for bad debts against trade receivables for the year is disclosed in 

note XI.5.

The following balances are denominated in foreign currencies:

	 2012	 2011
	 	

	

	 Original	 Exchange	 RMB	 Original	 Exchange	 RMB

	 currency	 rate	 equivalents	 currency	 rate	 equivalents

EUR	 34,627	 8.3176	 288,015	 49,837,142	 8.1625	 406,795,668

USD	 19,185,749	 6.2855	 120,592,024	 1,687,901	 6.3009	 10,635,294
	 		  	 		

		  	 120,880,039			   417,430,962
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

1.	 TRADE RECEIVABLES (CONTINUED)

As at 31 December 2012, the top five largest customers were as follows:

	 Relation with			   Ratio

	 the Group	 Balance	 Ageing	 (%)

			  	 	

Company 1	 Independent third party	 197,223,710	 Within one year	 11

Company 2	 Subsidiary	 174,524,790	 Within one year	 10

Company 3	 Subsidiary	 104,840,889	 Within one year	 6

Company 4	 Independent third party	 90,587,673	 Within one year	 5

Company 5	 Subsidiary	 85,974,880	 Within one year	 5
	 	 		

	 	 653,151,942		  37
	 	 		

As at 31 December 2011, the top five largest customers were as follows:

	 Relation with			   Ratio

	 the Group	 Balance	 Ageing	 (%)

Company 1	 Independent third party	 637,463,994	 Within one year	 26

Company 2	 Subsidiary	 348,923,986	 Within one year	 14

Company 3	 Subsidiary	 91,943,154	 Within one year	 4

Company 4	 Independent third party	 91,774,515	 Within one year	 4

Company 5	 Subsidiary	 61,980,439	 Within one year	 3
	 	 		

		  1,232,086,088		  51
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2.	 OTHER RECEIVABLES

An aged analysis of the other receivables is as follows:

	 2012	 2011

		

Within one year	 610,939,620	 53,878,811

One to two years	 915,370	 33,348,070

Two to three years	 447,251	 226,710

Over three years	 6,787,885	 6,687,408
		  	

	 619,090,126	 94,140,999

Less: Provisions for bad debts	 339,712,597	 6,930,913
		  	

Total	 279,377,529	 87,210,086
		  	

The movement of provision for bad debts against other receivables for the year is disclosed in 

note XI.5.

Other receivable balance is analysed as follows:

	 2012	 2011
	 	

	 Book value	 Provision for bad debts	 Book value	 Provision for bad debts

	 Balance	 Rate	 Amount	 Rate	 Balance	 Rate	 Amount	 Rate

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

	

Individually significant and

  assessed impairment

  Individually	 537,794,033	 87	 (335,181,684)	 62	 41,538,083	 44	 (2,400,000)	 6

Other insignificant but

  assessed impairment

  Individually	 81,296,093	 13	 (4,530,913)	 6	 52,602,916	 56	 (4,530,913)	 9
	 	 	 		  	 	

Total	 619,090,126	 100	 (339,712,597)	 	 94,140,999	 100	 (6,930,913)
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2.	 OTHER RECEIVABLES (CONTINUED)

During the year, there was no provision for bad debts against other receivables that were written 

off.

As at 31 December 2012, the top five largest other receivables were as follows:

	 Relation with			   Ratio

	 the Group	 Balance	 Ageing	 (%)

			  	 	

Company 1	 Independent third party	 153,324,000	 Within one year	 25

Company 2	 Independent third party	 141,286,434	 Within one year	 23

Company 3	 Independent third party	 127,685,368	 Within one year	 21

Company 4	 Independent third party	 66,625,132	 Within one year	 11

Company 5	 Independent third party	 37,464,000	 Within one year	 6
	 	 		

	 	 526,384,934		  86
	 	 		

As at 31 December 2011, the top five largest other receivables were as follows:

	 Relation with			   Ratio

	 the Group	 Balance	 Ageing	 (%)

Company 1	 Independent third party	 32,407,410	 One to two years	 34

Company 2	 Independent third party	 6,730,673	 Within one year	 7

Company 3	 Independent third party	 2,400,000	 Over three years	 3

Company 4	 Independent third party	 1,288,268	 Over three years	 1

Company 5	 Independent third party	 960,000	 Over three years	 1
	 	 		

		  43,786,351		  46
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

3.	 INVENTORIES

	 2012	 2011
	 	

	 	 Provision for	 Carrying		  Provision for	 Carrying

	 Balance	 impairment	 amount	 Balance	 impairment	 amount

	

Raw materials	 3,898,986,776	 (219,713,336)	 3,679,273,440	 6,581,517,319	 (526,707,239)	 6,054,810,080

Spare parts	 1,794,379,179	 (60,651,928)	 1,733,727,251	 2,078,696,861	 (61,226,316)	 2,017,470,545

Finished goods	 1,010,005,768	 (17,434,142)	 992,571,626	 968,403,969	 (61,316,046)	 907,087,923

Work in progress	 1,816,332,841	 (49,553,203)	 1,766,779,638	 1,541,059,619	 (86,456,715)	 1,454,602,904
	 	 	 	 	 	

Total	 8,519,704,564	 (347,352,609)	 8,172,351,955	 11,169,677,768	 (735,706,316)	 10,433,971,452
	 	 	 	 	 	

The movement of impairment provision against inventories for the year is disclosed in note XI.5.

At each balance sheet date, inventories were measured at the lower of cost and net realisable 

value, and provision for impairment was made for items whose cost was higher than their net 

realisable value. Net realisable value is the estimated selling price on the normal business terms, 

deducted by the estimated costs to completion, the estimated selling expenses and related 

taxes. In 2012 and 2011, there was no reversal of impairment provision against inventories.

4.	 LONG TERM EQUITY INVESTMENTS

	 2012	 2011
		

Long term investments under the equity method

  Jointly-controlled entities (i)	 315,603,257	 330,435,137

  Associates (ii)	 735,152,344	 1,119,609,961

Long term investments under the cost method

  Subsidiaries (iii)	 5,861,169,848	 3,834,997,239

  Other equity investments (iv)	 126,772,160	 123,772,160
		  	

	 7,038,697,609	 5,408,814,497

Less: Provision for impairment	 330,000,000	 –
		  	

Total	 6,708,697,609	 5,408,814,497
		  	

According to the directors’ opinion, there was no material restriction on the realisation of 

investments as at the balance sheet date.
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

*	 The above investments in jointly-controlled entities and associates under the equity method and 

the investments in subsidiaries and other entities under the cost method are all unlisted equity 

investments.

The movement of impairment provision for long term investments for the year is disclosed in 

note XI.5.

(i)	 Jointly-controlled entities

	 2012
	

					     Including:
				    Decrease	 Cash dividend
	 Initial		  Increase	 during	 received
Name of	 investment	 Opening	 during	 the	 during the	 Closing
investee	 cost	 balance	 the year	 year	 year	 balance

	

BOC-Ma Steel	 234,000,000	 329,872,302	 75,179,762	 90,000,000	 90,000,000	 315,052,064
MASTEEL-CMI	 500,000	 562,835	 –	 11,642	 –	 551,193
	 	 	 	 		

		  330,435,137	 75,179,762	 90,011,642		  315,603,257

Less: Impairment		  –	 –	 –		  –
	 	 	 	 		

		  330,435,137	 75,179,762	 90,011,642		  315,603,257
	 	 	 	 		

	 2011
	

					     Including:
				    Decrease	 Cash dividend
	 Initial		  Increase	 during	 received
Name of	 investment	 Opening	 during	 the	 during the	 Closing
investee	 cost	 balance	 the year	 year	 year	 balance

BOC-Ma Steel	 234,000,000	 325,807,282	 87,174,414	 83,109,394	 83,109,394	 329,872,302
MASTEEL-CMI	 500,000	 585,489	 –	 22,654	 –	 562,835
	 	 	 	 		

		  326,392,771	 87,174,414	 83,132,048		  330,435,137

Less: Impairment		  –	 –	 –		  –
	 	 	 	 		

		  326,392,771	 87,174,414	 83,132,048		  330,435,137
	 	 	 	 		

Major financial information of the jointly-controlled entities is disclosed in note V.10.
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii)	 Associates

	 2012
	

					     Including:
			   Increase	 Decrease	 Cash dividend
	 Initial		  during	 during	 received
Name of	 investment	 Opening	 the	 the	 during the	 Closing
investee	 cost	 balance	 year	 year	 year	 balance

	

Jiyuan JinMa
  Coke	 80,000,000	 160,943,695	 20,286,749	 19,080,000	 19,080,000	 162,150,444

Shenglong
  Chemical	 66,776,000	 185,532,159	 –	 3,680,000	 –	 181,852,159

Shanghai lron and
  Steel Electronic	 4,000,000	 39,646,945	 2,302,219	 4,000,000	 4,000,000	 37,949,164

Maanshan Harbour	 112,500,000	 191,745,837	 6,690,671	 4,500,000	 4,500,000	 193,936,508

Zhengpu Harbour	 35,000,000	 34,995,484	 –	 761	 –	 34,994,723

MASTEEL-Financial	 490,000,000	 496,844,061	 7,037,812	 503,881,873	 –	 –

Xin Chuang
  Economize
  Resource	 35,000,000	 9,901,780	 12,010,024	 –	 –	 21,911,804

Ma Steel Jinxi Rail	 75,000,000	 –	 84,357,542	 –	 –	 84,357,542

Jinyuan Chemical	 18,000,000	 –	 18,000,000	 –	 –	 18,000,000
	 	 	 	 		

		  1,119,609,961	 150,685,017	 535,142,634		  735,152,344

Less: Impairment		  –	 –	 –		  –
	 	 	 	 		

		  1,119,609,961	 150,685,017	 535,142,634		  735,152,344
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii)	 Associates (Continued)

	 2011
	

					     Including:
			   Increase	 Decrease	 Cash dividend
	 Initial		  during	 during	 received
Name of	 investment	 Opening	 the	 the	 during the	 Closing
investee	 cost	 balance	 year	 year	 year	 balance

Jiyuan JinMa
  Coke	 80,000,000	 125,091,931	 35,851,764	 –	 –	 160,943,695

Shenglong
  Chemical	 66,776,000	 205,852,171	 –	 20,320,012	 –	 185,532,159

Shanghai lron and
  Steel Electronic	 4,000,000	 35,281,697	 10,365,248	 6,000,000	 6,000,000	 39,646,945

Maanshan Harbour	 112,500,000	 182,417,451	 11,128,386	 1,800,000	 1,800,000	 191,745,837

Zhengpu Harbour	 35,000,000	 35,000,000	 –	 4,516	 –	 34,995,484

MASTEEL-Financial	 490,000,000	 –	 496,844,061	 –	 –	 496,844,061

Xin Chuang
  Economize
  Resource	 17,500,000	 –	 10,000,000	 98,220	 –	 9,901,780
	 	 	 	 		

		  583,643,250	 564,189,459	 28,222,748		  1,119,609,961
Less: Impairment		  –	 –	 –		  –
	 	 	 	 		

		  583,643,250	 564,189,459	 28,222,748		  1,119,609,961
	 	 	 	 		

Major financial information of associates is disclosed in note V.10.
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iii)	 Subsidiaries

	 2012
	

							       Provision for
Name of investee	 Initial		  Increase	 Decrease			   impairment 
	 investment	 Opening	 during	 during	 Closing	 Impairment	 during the
	 cost	 balance	 the year	 the year	 balance	 loss	 year

	

Ma Steel International
  Trade Corp	 50,000,000	 50,000,000	 –	 –	 50,000,000	 –	 –
Ma Steel Engineering
  Technology	 7,500,000	 7,500,000	 –	 –	 7,500,000	 –	 –
MG Control Technique	 7,500,000	 7,500,000	 –	 –	 7,500,000	 –	 –
Anhui Masteel K. Wah	 24,854,930	 44,443,067	 –	 –	 44,443,067	 –	 –
Masteel (Wuhu)	 8,225,885	 8,225,885	 –	 –	 8,225,885	 –	 –
Ma Steel (Guangzhou)	 80,000,000	 80,000,000	 –	 –	 80,000,000	 –	 –
Ma Steel (HK)	 4,101,688	 4,101,688	 –	 –	 4,101,688	 –	 –
MG Trading	 1,573,766	 1,573,766	 –	 –	 1,573,766	 –	 –
Holly Industrial	 21,478,316	 21,478,316	 –	 –	 21,478,316	 –	 –
Huayang Equipment	 900,000	 900,000	 –	 –	 900,000	 –	 –
Ma Steel (Jinhua)	 90,000,000	 90,000,000	 –	 –	 90,000,000	 –	 –
Ma Steel (Australia)	 126,312,415	 126,312,415	 –	 –	 126,312,415	 –	 –
Ma Steel (Hefei)	 355,000,000	 355,000,000	 852,000,000	 –	 1,207,000,000	 –	 –
Ma Steel (Hefei) Processing	 73,200,000	 73,200,000	 –	 –	 73,200,000	 –	 –
Ma Steel (Yangzhou)
  Processing	 61,651,010	 116,462,300	 –	 –	 116,462,300	 –	 –
Ma Steel Roller	 22,720,806	 106,855,358	 –	 –	 106,855,358	 –	 –
Used Vehicle Trading	 500,000	 500,000	 –	 –	 500,000	 –	 –
Wuhu Technique	 26,625,000	 106,500,000	 –	 –	 106,500,000	 –	 –
Ma Steel Electrical Repair	 10,000,000	 10,000,000	 –	 –	 10,000,000	 –	 –
Ma Steel Steel Structure	 530,000,000	 530,000,000	 –	 –	 530,000,000	 –	 –
Ma Steel Surface
  Engineering	 275,000,000	 275,000,000	 –	 –	 275,000,000	 –	 –
Ma Steel Equipment
  Installation	 100,000,000	 100,000,000	 –	 –	 100,000,000	 –	 –
Ma Steel Scrap Steel	 50,000,000	 50,000,000	 50,000,000	 –	 100,000,000	 –	 –
Shanghai Trading ①	 60,000,000	 60,000,000	 –	 –	 60,000,000	 60,000,000	 60,000,000
Ma Steel Chongqing
  Material	 175,000,000	 175,000,000	 –	 –	 175,000,000	 –	 –
Anhui Chang Jiang
  Iron and Steel	 1,234,444,444	 1,234,444,444	 –	 –	 1,234,444,444	 –	 –
MASTEEL-Financial	 933,172,609	 –	 933,172,609	 –	 933,172,609	 –	 –
Hefei Materials Technology	 70,000,000	 –	 70,000,000	 –	 70,000,000	 –	 –
Masteel Powder Metallurgy	 51,000,000	 –	 51,000,000	 –	 51,000,000	 –	 –
Ma Steel Yuyuan Logistics ①	 70,000,000	 200,000,000	 70,000,000	 –	 270,000,000	 270,000,000	 270,000,000
		  	 	 	 	 	

	 	 3,834,997,239	 2,026,172,609	 –	 5,861,169,848	 330,000,000	 330,000,000
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iii)	 Subsidiaries (Continued)

①	 At 31 December 2012, the net worth of Maanshan (Shanghai) Industrial Trading Co., 

Ltd. and Maanshan Masteel Yuyuan Logistics Co., Ltd. was negative. A full provision for 

impairment of long-term equity investments in these two subsidiaries was made after 

comparing the carrying amounts to the recoverable amounts of these long-term equity 

investments.

	 2011
	

							       Provision for
Name of investee	 Initial		  Increase	 Decrease			   impairment 
	 investment	 Opening	 during	 during	 Closing	 Impairment	 during the
	 cost	 balance	 the year	 the year	 balance	 loss	 year

Ma Steel International
  Trade Corp	 50,000,000	 50,000,000	 –	 –	 50,000,000	 –	 –
Ma Steel Engineering
  Technology	 7,500,000	 7,500,000	 –	 –	 7,500,000	 –	 –
MG Control Technique	 7,500,000	 7,500,000	 –	 –	 7,500,000	 –	 –
Anhui Masteel K. Wah	 24,854,930	 44,443,067	 –	 –	 44,443,067	 –	 –
Ma Steel (Wuhu)	 8,225,885	 8,225,885	 –	 –	 8,225,885	 –	 –
Ma Steel (Guangzhou)	 80,000,000	 80,000,000	 –	 –	 80,000,000	 –	 –
Ma Steel (HK)	 4,101,688	 4,101,688	 –	 –	 4,101,688	 –	 –
MG Trading	 1,573,766	 1,573,766	 –	 –	 1,573,766	 –	 –
Holly Industrial	 21,478,316	 21,478,316	 –	 –	 21,478,316	 –	 –
Huayang Equipment	 900,000	 900,000	 –	 –	 900,000	 –	 –
Ma Steel (Jinhua)	 90,000,000	 90,000,000	 –	 –	 90,000,000	 –	 –
Ma Steel (Australia)	 126,312,415	 126,312,415	 –	 –	 126,312,415	 –	 –
Ma Steel (Hefei)	 355,000,000	 355,000,000	 –	 –	 355,000,000	 –	 –
Ma Steel (Hefei) Processing	 73,200,000	 73,200,000	 –	 –	 73,200,000	 –	 –
Ma Steel (Yangzhou)
  Processing	 61,651,010	 116,462,300	 –	 –	 116,462,300	 –	 –
Ma Steel Roller	 22,720,806	 106,855,358	 –	 –	 106,855,358	 –	 –
Used Vehicle Trading	 500,000	 500,000	 –	 –	 500,000	 –	 –
Wuhu Technique	 26,625,000	 106,500,000	 –	 –	 106,500,000	 –	 –
Ma Steel Electrical Repair	 10,000,000	 –	 10,000,000	 –	 10,000,000	 –	 –
Ma Steel Steel Structure	 530,000,000	 –	 530,000,000	 –	 530,000,000	 –	 –
Ma Steel Surface
  Engineering	 275,000,000	 –	 275,000,000	 –	 275,000,000	 –	 –
Ma Steel Equipment
  Installation	 100,000,000	 –	 100,000,000	 –	 100,000,000	 –	 –
Ma Steel Resource
  Regeneration	 50,000,000	 –	 50,000,000	 –	 50,000,000	 –	 –
Shanghai Trading	 60,000,000	 –	 60,000,000	 –	 60,000,000	 –	 –
Ma Steel Chongqing Material	 175,000,000	 –	 175,000,000	 –	 175,000,000	 –	 –
Anhui Chang Jiang
  Iron and Steel	 1,234,444,444	 –	 1,234,444,444	 –	 1,234,444,444	 –	 –
Ma Steel Yuyuan Logistics	 200,000,000	 –	 200,000,000	 –	 200,000,000	 –	 –
		  	 	 	 	 	

		  1,200,552,795	 2,634,444,444	 –	 3,834,997,239	 –	 –
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iv)	 Other equity investments

	 2012
	

	 Initial		  Increase	 Decrease

	 investment	 Opening	 during	 during	 Closing

Name of investee	 cost	 balance	 the year	 the year	 balance

	

Henan Longyu

  Energy Co., Ltd.	 10,000,000	 10,000,000	 –	 –	 10,000,000

China the 17th Metallurgy

  Construction Co., Ltd.	 2,700,000	 8,554,800	 –	 –	 8,554,800

Shanghai Luojing

  Mineral Dock Co., Ltd.	 88,767,360	 88,767,360	 –	 –	 88,767,360

China First Heavy Industries

  Maanshan heavy

  Industry Co., Ltd.	 15,000,000	 15,000,000	 –	 –	 15,000,000

State Automobile (Beijing)

  Vehicle Lightweight	 3,000,000	 –	 3,000,000	 –	 3,000,000

Others	 1,450,000	 1,450,000	 –	 –	 1,450,000
		  	 	 	

	 	 123,772,160	 3,000,000	 –	 126,772,160

Less: Impairment		  –	 –	 –	 –
		  	 	 	

Total	 	 123,772,160	 3,000,000	 –	 126,772,160
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4.	 LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iv)	 Other equity investments (Continued)

	 2011
	

	 Initial		  Increase	 Decrease

	 investment	 Opening	 during	 during	 Closing

Name of investee	 cost	 balance	 the year	 the year	 balance

Henan Longyu

  Energy Co., Ltd.	 10,000,000	 10,000,000	 –	 –	 10,000,000

China the 17th Metallurgy

  Construction Co., Ltd.	 2,700,000	 8,554,800	 –	 –	 8,554,800

Shanghai Luojing

  Mineral Dock Co., Ltd.	 88,767,360	 88,767,360	 –	 –	 88,767,360

China First Heavy Industries

  Ma’anshan Heavy

  Industry Co., Ltd.	 15,000,000	 –	 15,000,000	 –	 15,000,000

Others	 1,450,000	 1,450,000	 –	 –	 1,450,000
		  	 	 	

		  108,772,160	 15,000,000	 –	 123,772,160

Less: Impairment		  –	 –	 –	 –
		  	 	 	

Total		  108,772,160	 15,000,000	 –	 123,772,160
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5.	 ASSET IMPAIRMENT PROVISIONS

	 2012
	

		  Increase

	 Opening	 during the	 Decrease during the year	 Closing
			 

	 Balance	 year	 Reversal	 Write-back	 Write-off	 balance

	

Provisions for bad debts	 20,313,116	 332,781,684	 –	 –	 –	 353,094,800

  Including:	 Trade receivables	 13,382,203	 –	 –	 –	 –	 13,382,203

	 Other receivables	 6,930,913	 332,781,684	 –	 –	 –	 339,712,597

Provisions for inventories	 735,706,316	 1,414,882,827	 –	 1,803,236,534	 –	 347,352,609

  Including: 	 Raw materials	 526,707,239	 1,170,153,040	 –	 1,477,146,943	 –	 219,713,336

	 Semi-finished

	   products	 86,456,715	 126,689,105	 –	 163,592,617	 –	 49,553,203

	 Finished products	 61,316,046	 118,040,682	 –	 161,922,586	 –	 17,434,142

	 Spare parts	 61,226,316	 –	 –	 574,388	 –	 60,651,928

Provisions for long

  term investments

  Including:	 Subsidiary	 –	 330,000,000	 –	 –	 –	 330,000,000

Impairment of

  fixed assets		 87,854,736	 –	 –	 87,854,736	 –	 –

  Including: 	 Buildings and

	   structures	 5,252,400	 –	 –	 5,252,400	 –	 –

	 Plant, machinery

	   and equipment	 82,602,336	 –	 –	 82,602,336	 –	 –
		  	 	 	 	 	

Total	 843,874,168	 2,077,664,511	 –	 1,891,091,270	 –	 1,030,447,409
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5.	 ASSET IMPAIRMENT PROVISIONS (CONTINUED)

	 2011
	

		  Increase

	 Opening	 during the	 Decrease during the year	 Closing
			 

	 Balance	 year	 Reversal	 Write-back	 Write-off	 balance

Provisions for bad debts	 20,313,116	 –	 –	 –	 –	 20,313,116

  Including: 	 Trade receivables	 13,382,203	 –	 –	 –	 –	 13,382,203

	 Other receivables	 6,930,913	 –	 –	 –	 –	 6,930,913

Provisions for inventories	 61,875,468	 674,480,000	 –	 649,152	 –	 735,706,316

  Including: 	 Raw materials	 –	 526,707,239	 –	 –	 –	 526,707,239

	 Semi-finished products	 –	 86,456,715	 –	 –	 –	 86,456,715

	 Finished products	 –	 61,316,046	 –	 –	 –	 61,316,046

	 Spare parts	 61,875,468	 –	 –	 649,152	 –	 61,226,316

Impairment of

  fixed assets		 87,854,736	 –	 –	 –	 –	 87,854,736

  Including:	 Buildings and

	   structures	 5,252,400	 –	 –	 –	 –	 5,252,400

	 Plant, machinery

	   and equipment	 82,602,336	 –	 –	 –	 –	 82,602,336
		  	 	 	 	 	

		  170,043,320	 674,480,000	 –	 649,152	 –	 843,874,168
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

6.	 REVENUE AND COST OF SALES

Revenue is stated as follows:

	 2012	 2011

		

Principal operating income	 53,948,884,313	 71,370,701,130

Other operating income	 3,784,957,883	 6,696,420,095
		  	

Total	 57,733,842,196	 78,067,121,225
		  	

Cost of sales is stated as follows:

	 2012	 2011

		

Principal cost of sales	 53,951,112,477	 70,096,935,250

Other cost of sales	 3,519,962,695	 6,187,184,796
		  	

Total	 57,471,075,172	 76,284,120,046
		  	

Principal operating income is stated as follows:

	 2012	 2011

		

Sale of steel products	 51,179,093,580	 62,945,297,567

Sale of steel billets and pig iron	 606,817,007	 544,402,209

Sale of coke by-products	 928,354,298	 948,850,444

Others	 1,234,619,428	 6,932,150,910
		  	

Total	 53,948,884,313	 71,370,701,130
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

6.	 REVENUE AND COST OF SALES (CONTINUED)

In 2012, the revenue from the top five largest customers is as follows:

		  Percentage

		  of total

	 Amount	 revenue (%)

	

Company 1	 2,932,686,300	 5

Company 2	 2,494,789,722	 4

Company 3	 2,448,012,663	 4

Company 4	 2,104,444,792	 4

Company 5	 1,583,185,819	 3
		  	

Total	 11,563,119,296	 20
		  	

In 2011, the revenue from the top five largest customers is as follows:

		  Percentage

		  of total

	 Amount	 revenue (%)

Company 1	 4,857,613,219	 6

Company 2	 2,646,322,746	 3

Company 3	 2,286,558,425	 3

Company 4	 2,147,473,122	 3

Company 5	 1,610,452,973	 2
		  	

Total	 13,548,420,485	 17
		  	

7.	 ASSET IMPAIRMENT LOSS

	 2012	 2011

		

Reversal of provision for bad debts	 332,781,684	 –

  Including: Trade receivables	 –	 –

            Other receivables	 332,781,684	 –

Provision for inventories	 1,414,882,827	 674,480,000

Provision of long term equity investments	 330,000,000	 –
		  	

Total	 2,077,664,511	 674,480,000
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XI.	 MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

8.	 INVESTMENT INCOME

	 2012	 2011

		

Long term equity investment income

  under the equity method	 119,172,376	 130,918,471

Long term equity investment income

  under the cost method	 180,085,628	 75,411,319

Other investment income	 21,232	 282,605
		  	

Total	 299,279,236	 206,612,395
		  	

As at the balance sheet date, there was no significant restriction imposed upon the realisation 

of the Company’s investment income.

9.	 CASH FLOWS FROM OPERATING ACTIVITIES

	 2012	 2011

		

Net loss	 (4,085,768,158)	 (278,171,955)

Add: Provision for bad debts	 332,781,684	 –

      Provision for inventories	 1,414,882,827	 674,480,000

      Provision for long term equity investments	 330,000,000	 –

      Depreciation of fixed assets	 3,022,117,200	 3,973,189,378

      Amortisation of investment properties	 405,049	 405,049

      Amortisation of intangible assets	 32,079,116	 32,079,116

      Amortisation of deferred income	 (87,019,474)	 (78,457,832)

      (Gain)/Loss on disposal of non-current assets	 (12,272,652)	 5,261,751

      Financial expenses	 1,643,574,152	 653,730,652

      Investment income	 (299,279,236)	 (206,612,395)

      Loss on fair value changes of

        financial assets held for trading	 20,860	 218,660

      Decrease in deferred tax assets	 (82,349,900)	 (117,425,843)

      Decrease/(Increase) in inventories	 846,736,670	 (506,751,545)

      Increase/(Decrease) in receivables from

        operating activities	 3,384,011,187	 (681,503,616)

      Increase/(Decrease) in payables from

      operating activities	 (685,260,306)	 663,458,379
		  	

Net cash flows from operating activities	 5,754,659,019	 4,133,899,799
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1.	 BREAKDOWN OF NON-RECURRING GAINS OR LOSSES

	 2012	 2011

	 	 (Restated)

	

Non-recurring gains or losses items

Profit/(loss) on disposal of non-current assets	 9,838,599	 (18,753,548)

Subsidy income	 47,577,837	 84,455,658

Amortisation of deferred income	 90,746,124	 82,109,482

Other non-operating income and expense items	 1,181,587	 (5,011,596)

Loss on fair value changes

  of financial assets held for trading	 (20,860)	 (218,660)

Other investment income	 137,155	 466,006
	 	

	 149,460,442	 143,047, 342

Less: Income tax effect of non-recurring gains or losses	 63,286,618	 34,795,494

       Non-recurring gains or losses attributable

         to minority shareholders	 254,650	 7,699,403
	 	

Net effect of non-recurring gains or losses	 85,919,174	 100,552,445
	 	

Net profit attributable to equity holders of the parent

  excluding non-recurring gains or losses

Net profit/(loss) attributable to

  equity holders of the parent	 (3,863,232,545)	 82,369,208

Less: Net effect of non-recurring gains or losses	 85,919,174	 100,552,445
	 	

Net loss attributable to equity holders of the parent

  excluding non-recurring gains or losses	 (3,949,151,719)	 (18,183,237)
	 	

The calculation of non-recurring gains or losses is in accordance with “Regulation for the preparation 

of information disclosure by listed securities companies No.1 – Non-recurring Gains or Losses (2008 

revised)” (No.43 【2008】) issued by the CSRC.
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2.	 RETURN ON NET ASSETS AND EARNINGS PER SHARE

2012

	 Return on

	 net assets	 Earnings per share (RMB)
	 	

	 (%)	 Basic	 Diluted

	

Net profit attributable to equity

  holders of the parent	 (15.30)	 (0.502)	 (0.502)

Net profit attributable to equity

  holders of the parent excluding

  non-recurring gains or losses	 (15.64)	 (0.513)	 (0.513)
	 	 	

2011(Restated)

	 Return on

	 net assets	 Earnings per share (RMB)
	 	

	 (%)	 Basic	 Diluted

Net profit attributable to equity

  holders of the parent	 0.30	 0.011	 0.011

Net profit attributable to equity

  holders of the parent excluding

  non-recurring gains or losses	 (0.07)	 (0.002)	 (0.002)
	 	 	

Return on net assets and earnings per share are calculated based on the formula stipulated in the 

“Regulation for the preparation of information disclosure for listed securities companies (2010) No.9 

– Calculation and disclosure of return on net assets and earnings per share” (2010 revised) issued by 

the CSRC.
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3.	 VARIANCE ANALYSIS

In accordance with to the requirement of Information Disclosure Rules of Companies which Publicly 

Issue Securities No. 15 – General Rules on Financial Statements (amended in 2010), an analysis of the 

financial statement items either with a fluctuation over 30% compared with the comparative period, or 

with an amount over 5% of the total assets as at the reporting date or 10% of profit before tax for the 

reporting period, is as follows:

(1)	 Dividends receivable balances amounted to RMB46,800,000, a decrease of 53% over the 

previous year, which was mainly attributable to the receipt of dividends declared by associates, 

Jiyuan JinMa Coke and Henan LongYu Energy Co., Ltd, in previous years.

(2)	 Prepayments amounted to RMB2,037,721,944, a decrease of 44% over the previous year, 

which was mainly attributable to the decrease of prepayments of steel trading.

(3)	 Other receivable balances amounted to RMB469,008,747, a decrease of 32%, which was 

mainly attributable to the decrease of prepayments of import tariff and value-added tax which 

was prepaid in the previous year, and in the current year, the balance were paid directly instead 

of in the from of prepayment.

(4)	 Loans and advances to customers amounted to RMB215,562,806, an increase of 1597%, which 

was mainly attributable to MASTEEL-Financial obtaining loan qualifications on April 2012. MASTEEL-

Financial has expanded its business from discounting bills to discounting bills and loans.

(5)	 Construction materials, plant and equipment amounted to RMB673,731,960, a 154% increase 

over FY2011. This is mainly because in FY2012 the Company’s subsidiary Hefei Steel started a 

large project to develop high-end products. The expenditure was for the purchase of imported 

equipment and other construction materials.

(6)	 Repurchase agreements is generated from the rediscounting of received discounted notes from 

the Group and its subsidiaries at the People’s Bank of China. It amounted to RMB494,753,998, 

an increase of 626% over the previous year, which was mainly attributable to the business 

growth of MASTEEL-Financial.

(7)	 Short term loans amounted to RMB9,777,449,423, an increase of 68% over the previous year, 

which was mainly attributable to the issuance of one-year short-term financing bonds amounting 

to RMB3.5 billion.

(8)	 Other payables amounted to RMB1,058,965,107, an increase of 45% over the previous year, 

which was mainly attributable to the increase in the amount of sales price differences accrued 

but not yet paid, resulting from the decreased price of steel products.

(9)	 Non-current liabilities due within one year amounted to RMB1,335,542,400, a decrease of 50% 

over the previous year, which was mainly attributable to the repayment of bank loans.
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3.	 VARIANCE ANALYSIS (CONTINUED)

(10)	 Special reserves amounted to RMB14,768,610, an increase of 100% over the previous year, 

which was mainly attributable to the balance of accrue and use Safety production reserves, 

according to the “The Management Approach of Safety Production Reserves” which was issued 

in the current year.

(11)	 General reserve amounted to RMB55,650,161, an increase of 43683% over the previous year, 

which was mainly attributable to MASTEEL-Financial comprehensively carrying out the loan and 

discounted bill business in the current year. The general reserve increased accordingly.

(12)	 Exchange fluctuation reserve amounted to RMB30,510,424, an increase of 85% over the 

previous year, which was mainly attributable to the appreciation of certain overseas subsidiaries’ 

functional currencies against Renminbi.

(13)	 Revenue amounted to RMB74,404,364,038, a decrease of 14% over the previous year, which 

was mainly attributable to the decrease in the selling price of steel products. Sales volume in 

the current year was essentially the same as that the prior year.

(14)	 Cost of sales amounted to RMB72,840,274,575, a decrease of 13% over the previous year, 

which was mainly attributable to the decrease in the price of raw materials.

(15)	 Financial expenses amounted to RMB1,463,236,344, an increase of 51% over the previous 

year, which was mainly attributable to the increase in the average amounts of bank loans in the 

current year.

(16)	 Asset impairment losses amounted to RMB2,722,485,738, an increase of 302% over the 

previous year, which was mainly attributable to the accrual of impairment provision against other 

receivables and inventories.

(17)	 Investment income amounted to RMB613,911,017, an increase of 327% over the previous 

year, which was mainly attributable to a disposal gain rising from losing control of a subsidiary, 

Masteel Yuyuan.

(18)	 Non-operating expenses amounted to RMB3,498,367, a decrease of 86% over the previous 

year which was mainly attributable to the decrease in the disposal loss of fixed assets.

(19)	 Income tax amounted to RMB54,205,870, a decrease of 53% over the previous comparative 

year, which was mainly attributable to the decrease in profit for the current year.

(20)	 Profit or loss attributable to minority interests amounted to RMB62,709,119, a decrease of 48% 

over the previous comparative year, which was mainly attributable to the decrease in the profits 

of non-wholly owned subsidiaries.
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1.	 Financial statements signed and sealed by the Company’s legal representative, chief accountant and 

head of Accounting Department.

2.	 Original copy of the audited accounts prepared under the China Accounting Standards, sealed 

by Ernst & Young Hua Ming and signed by Ms. Zhong Li and Ms. Sun Zhongni, certified public 

accountants in the PRC.

3.	 Original copies of all documents and announcements of the Company disclosed in Shanghai Securities 

News and on the website of the SSE during the reporting period.

4.	 Annual report announced on the website of the Hong Kong Stock Exchange.

5.	 The Articles of Association of the Company.
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