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VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

4. FINANCIAL INSTRUMENTS RISK (CONTINUED)

Liquidity risk

The Group applies a liquidity planning tool to manage liquidity risk of funding shortfalls, which 

takes both maturity of financial instruments and estimated operating cash flows of the Group 

into consideration.

The Group’s aim is to balance the sustainability and flexibility of the financing through interest-

bearing loans and other instruments. The Group’s policy is that no more than 80% of the 

borrowings should be due within 12 months according to the book value in the financial 

statements. As of 30 June 2016, 70% of the Group’s debts are due within 12 months (31 

December 2015: 59%).

The maturity profile of the Group’s financial liabilities is as of the end of reporting period. The 

amounts disclosed in the table are the contractual undiscounted cash flows.

30 June 2016 (Unaudited)

Within 1 to 2 2 to 3 3 to 5 Over
1 year years years years 5 years Total

Short term loans 5,458,387,496 – – – – 5,458,387,496
Customer deposits 1,659,042,801 – – – – 1,659,042,801
Bills payable 3,560,512,833 – – – – 3,560,512,833
Trade payables 5,567,240,066 – – – – 5,567,240,066
Dividends payable 6,525,534 – – – – 6,525,534
Other payables 1,308,192,017 – – – – 1,308,192,017
Repurchase agreements 125,266,272 – – – – 125,266,272
Bonds payable due  

within one year 2,339,266,630 – – – – 2,339,266,630
Long term loans due  

within one year 3,728,805,632 – – – – 3,728,805,632
Long term loans – 4,696,805,632 1,233,805,632 73,208,448 96,000,000 6,099,819,712
Bonds payable – – 4,000,000,000 – – 4,000,000,000
Interest payable for interests 

bearing liabilities 904,463,017 240,280,224 36,530,325 2,690,904 5,345,247 1,189,309,717

Total 24,657,702,298 4,937,085,856 5,270,335,957 75,899,352 101,345,247 35,042,368,710
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VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

4. FINANCIAL INSTRUMENTS RISK (CONTINUED)

Liquidity risk (Continued)

31 December 2015 (Audited)

Within 1 to 2 2 to 3 3 to 5 Over
1 year years years years 5 years Total

Short term loans 6,791,359,472 – – – – 6,791,359,472
Customer deposits 1,901,390,488 – – – – 1,901,390,488
Bills payable 5,343,906,398 – – – – 5,343,906,398
Trade payables 6,144,664,281 – – – – 6,144,664,281
Dividends payable 6,525,534 – – – – 6,525,534
Other payables 1,258,463,513 – – – – 1,258,463,513
Bonds payable due  

within one year 2,340,000,000 – – – – 2,340,000,000
Long term loans due  

within one year 2,747,792,896 – – – – 2,747,792,896
Long term loans – 6,243,992,896 238,292,896 117,585,792 55,300,000 6,655,171,584
Bonds payable – – 4,000,000,000 – – 4,000,000,000
Interest payable for interests 

bearing liabilities 930,909,303 239,885,087 121,033,016 4,823,867 1,994,487 1,298,645,760

Total 27,465,011,885 6,483,877,983 4,359,325,912 122,409,659 57,294,487 38,487,919,926
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VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

4. FINANCIAL INSTRUMENTS RISK (CONTINUED)

Market risk

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the 

Group’s long term debt obligations with a floating interest rate.

The following table demonstrates the sensitivity to a reasonably possible change in market 

interest rates, with all other variables held constant, of the Group’s net profit (through the 

impact on floating rate borrowings) and equity.

Increase/

(decrease) in

basis points

Increase/

(decrease) in

net profit

For the six months ended 30 June 2016 (Unaudited)

RMB 50 (13,715,692)

USD 50 (456,789)

RMB (50) 13,715,692

USD (50) 456,789

2015 (Audited)

RMB 50 (27,945,438)

USD 50 (2,809,479)

RMB (50) 27,945,438

USD (50) 2,809,479

Exchange rate risk

The Group faces transactional foreign currency risk. This risk arises from the sales and 

purchases carried out by operating units which were denominated in currencies other than its 

functional currencies.

The businesses of the Group are principally located in the PRC. While most of the transactions 

are conducted in Renminbi, certain of its sales, purchases and borrowings were denominated in 

United States dollars, Euros and Japanese yen. Fluctuations of the exchange rates of Renminbi 

against these foreign currencies can affect the Group’s results of operations.
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VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

4. FINANCIAL INSTRUMENTS RISK (CONTINUED)

Market risk (Continued)

Exchange rate risk (Continued)

The carrying amounts and related maximum exposure to foreign currency risk of Group’s cash 

and bank balances, trade receivables, short term loans, accounts payable and long term loans 

are stated in Notes V.54 to the financial statements.

The following table demonstrates the sensitivity at the end of the reporting period to a 

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

yen, Australian Dollar and Hong Kong Dollar with all other variables held constant, of the 

Group’s net profit (due to changes in the fair values of monetary assets and liabilities).

Increase/

(decrease) in

exchange rate

Increase/

(decrease) in

net profit

Increase/

(decrease) in

equity

(Note)

30 June 2016 (Unaudited)

Depreciation of RMB to USD (1%) (3,808,976) 16,578

Depreciation of RMB to EUR (1%) 103,173 2,077,091

Depreciation of RMB to JPY (1%) 42 –

Depreciation of RMB to AUD (1%) – 649,811

Depreciation of RMB to HKD (1%) 101 1,639,267

Depreciation of RMB to CAD (1%) 104,559 –

Depreciation of RMB to GBP (1%) 93 –

Appreciation of RMB to USD 1% 3,808,976 (16,578)

Appreciation of RMB to EUR 1% (103,173) (2,077,091)

Appreciation of RMB to JPY 1% (42) –

Appreciation of RMB to AUD 1% – (649,811)

Appreciation of RMB to HKD 1% (101) (1,639,267)

Appreciation of RMB to CAD 1% (104,559) –

Appreciation of RMB to GBP 1% (93) –



Notes to Interim Financial Statements (Continued)
30 June 2016
Renminbi Yuan

Maanshan Iron & Steel Company Limited
2016 Interim Report162

VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

4. FINANCIAL INSTRUMENTS RISK (CONTINUED)

Market risk (Continued)

Exchange rate risk (Continued)

Increase/

(decrease) in

exchange rate

Increase/

(decrease) in

net profit

Increase/

(decrease) in

equity

(Note)

31 December 2015 (Audited)

Depreciation of RMB to USD (1%) (14,486,189) –

Depreciation of RMB to EUR (1%) 203,932 2,463,376

Depreciation of RMB to JPY (1%) 10 –

Depreciation of RMB to AUD (1%) 84,833 1,537,796

Depreciation of RMB to HKD (1%) (2,024,373) 1,492,866

Depreciation of RMB to CAD (1%) 55,197 –

Depreciation of RMB to GBP (1%) (38) –

Appreciation of RMB to USD 1% 14,486,189 –

Appreciation of RMB to EUR 1% (203,932) (2,463,376)

Appreciation of RMB to JPY 1% (10) –

Appreciation of RMB to AUD 1% (84,833) (1,537,796)

Appreciation of RMB to HKD 1% 2,024,373 (1,492,866)

Appreciation of RMB to CAD 1% (55,197) –

Appreciation of RMB to GBP 1% 38 –

Note: Except for the surplus reserve is not included.

5. CAPITAL MANAGEMENT

The main objective of the Group’s capital management is to ensure the Group’s ability to 

continue operations and to maintain healthy capital ratios in order to support business growth 

and maximize shareholders’ value.

The Group manages its capital structure and makes adjustments according to changes in 

economic conditions and the risk characteristics of the relevant assets. In order to maintain or 

adjust the capital structure, the Group may adjust the distribution of profits to shareholders, 

return capital to shareholders or issue new shares. The Group is not subject to externally 

imposed capital requirements constraints. During the first half of 2016 and the year of 2015, 

the capital management objectives, policies or procedures of the Group did not change.
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VIII. RISKS RELATED TO FINANCIAL INSTRUMENTS (CONTINUED)

5. CAPITAL MANAGEMENT (CONTINUED)

During the first half of 2016 and the year of 2015, the selling price of the main product 

adversely influenced the Group’s operating profit. In addition, the Group ensures sufficient 

operating cash flow through bank loan.

The Group uses a gearing ratio to manage its capital. The gearing ratio refers to the percentage 

of net debt versus the amount of adjusted capital plus net debt, and the target gearing ratio 

for the Group is between 50% and 70%. Net debt includes deposits, amounts from selling of 

financial assets, bank loans, bill payable, bonds payable, accounts payable, payroll, interest 

payable, dividends payable and other payables, minus cash and bank balances. Capital refers 

to total capital attributable to owners of the parent. The Group’s gearing ratio at the end of the 

reporting period is as follows:

30 June 

2016

31 December 

2015

(Unaudited) (Audited)

Customer deposits 1,659,042,801 1,901,390,488

Repurchase agreements of financial assets 125,266,272 –

Short term loans 5,458,387,496 6,791,359,472

Bills payable 3,560,512,833 5,343,906,398

Accounts payable 5,567,240,066 6,144,664,281

Payroll and benefits payable 275,101,936 274,614,723

Interest payable 312,066,266 150,829,308

Dividends payable 6,525,534 6,525,534

Other payables 1,308,192,017 1,258,463,513

Non-current liabilities due within one year 6,068,072,262 5,084,859,415

Long term loans 6,099,819,712 6,655,171,584

Bonds payable 3,983,666,667 3,979,666,667

Long-term employee benefits payable 30,522,903 28,857,389

Less: Cash and bank balances 3,829,272,917 5,142,711,482

Net liabilities 30,625,143,848 32,477,597,290

Capital attributable to owners of the parent 18,955,533,931 18,455,838,015

Adjusted capital 18,955,533,931 18,455,838,015

Capital and net liabilities 49,580,677,779 50,933,435,305

Gearing ratio 62% 64%
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IX. DISCLOSURE OF FAIR VALUE 

1. FINANCIAL ASSETS MEASURED AT FAIR VALUE

30 June 2016 (Unaudited)

Inputs used by fair value measurement

Quoted prices

in active 

markets

Level 1

Significant

observable 

inputs

Level 2

Significant

Unobservable 

inputs

Level 3 Total

Recurring fair value measurement for:

Financial assets at fair value  

through profit or loss 524,718,544 – – 524,718,544

Available-for-sale financial assets 

investments in debt instruments 205,498,015 – – 205,498,015

31 December 2015 (Audited)

Inputs used by fair value measurement

Quoted prices 

in active 

markets

Level 1

Significant 

observable 

inputs

Level 2

Significant 

unobservable 

inputs

Level 3 Total

Recurring fair value measurement for:

Financial assets at fair value  

through profit or loss 1,005,271,054 – – 1,005,271,054
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IX. DISCLOSURE OF FAIR VALUE (CONTINUED)

2. FINANCIAL LIABILITIES DISCLOSED AT FAIR VALUE

30 June 2016 (Unaudited)

Inputs used by fair value measurement

Quoted prices 

in  active 

markets

Significant 

observable 

inputs

Significant 

unobservable 

inputs

Level 1 Level 2 Level 3 Total

Long term loans – 6,295,015,161 – 6,295,015,161

Bonds payable – 4,005,483,333 – 4,005,483,333

31 December 2015 (Audited)

Inputs used by fair value measurement

Quoted prices 

in active 

markets

Significant 

observable 

inputs

Significant 

unobservable 

inputs

Level 1 Level 2 Level 3 Total

Long term loans – 6,475,332,986 – 6,475,332,986

Bonds payable – 3,976,000,000 – 3,976,000,000

3. VALUATION OF FAIR VALUE

Fair value of financial instruments

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

excluding the financial instruments that the difference between the fair values and carrying 

amount is very small and the equity instruments that there is no price and its fair value cannot 

be reliably measured in the active market:

Carrying amounts Fair values

30 June 
2016

31 December 
2015

30 June 
2016

31 December 
2015

(Unaudited) (Audited) (Unaudited) (Audited)

Financial liabilities
Long term loans 6,099,819,712 6,655,171,584 6,295,015,161 6,475,332,986
Bonds payable 3,983,666,667 3,979,666,667 4,005,483,333 3,976,000,000
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Name

Relationship 

with the Company

Maanshan Yu Tai Property Management Co., Ltd. Controlled by Holding

Masteel Group Kang Cheng Building and Installing Co., Ltd. Controlled by Holding

Maanshan Gang Chen Industry Co., Ltd. Controlled by Holding

Masteel Shen Ma Metal Co., Ltd. Controlled by Holding

Masteel Industry Sheng Xing Raw Material Processing  

Co., Ltd. Controlled by Holding

Masteel Green Energy Technology Development Controlled by Holding

Tongling Yuanda Co., Ltd. Controlled by Holding

Maanshan Gang Chen Steel Logistics Park Co., Ltd. Controlled by Holding

Maanshan Gang Chen Hydrogen Industry Co., Ltd. Controlled by Holding

Shenzhen Yue Hai Masteel Industry Co., Ltd. Controlled by Holding

Anhui BRC & Masteel Weldmesh Co., Ltd. Controlled by Holding

Masteel Refractory Materials Co., Ltd. Controlled by Holding

Maanshan Bo Li Construction Supervising Co., Ltd. Controlled by Holding

Maanshan Jia Hua Commodity Concrete Co., Ltd. Controlled by Holding

Xinchuang Economize Resource Controlled by Holding

Masteel Automobile Transportation Service Co., Ltd. Controlled by Holding

Maanshan Used Vehicle Trading Centre Co., Ltd. Controlled by Holding

Anhui Masteel Dangerous Goods Transportation Co., Ltd. Controlled by Holding

Ma Steel International Trade and Economic Co., Ltd. Controlled by Holding

Anhui Jiangnan Iron and Steel Material Quality Monitoring 

and Testing Co., Ltd. Controlled by Holding

Shanghai Masteel International Trade and Economic Co., Ltd. Controlled by Holding

Anhui Zhonglian Shipping Co., Ltd. Controlled by Holding

Hefei Dianbu River Harbour Co., Ltd. Controlled by Holding

Maanshan Masteel Electric Repair Co., Ltd. Controlled by Holding

Ma Steel Powder Metallurgy Co., Ltd. Controlled by Holding

Ma Steel United Electric Steel Roller Co., Ltd. Controlled by Holding

Anhui Masteel Xinba Environmental Co., Ltd. (i) Controlled by Holding

(i) The newly established companies are controlled by the Holding.

X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

4. OTHER RELATED PARTIES (CONTINUED)



Maanshan Iron & Steel Company Limited
2016 Interim Report 171

Notes to Interim Financial Statements (Continued)
30 June 2016
Renminbi Yuan

X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(3) Agency fees paid to related parties

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Maanshan Gang Chen Industry  

Co., Ltd. (iii) 509,977 981,489

Masteel Shen Ma Metal Co., Ltd. (iii) 2,320 34,150

512,297 1,015,639

(iii) These transactions with the Holding and its subsidiaries were conducted on terms mutually 

agreed between the Group and the related parties.

(4) Rental expenses

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

The Holding (iv) 21,182,169 24,264,900

(iv) The Holding leased a building to the Group in the current period and the rent is determined 

by the terms mutually agreed between the Group and the related parties.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(5) Purchases of fixed assets and construction services

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Masteel Engineering Technology 

(Group) Co., Ltd. (iii) 263,776,746 158,692,829

Xinchuang Economize Resource (iii) 22,640,457 49,815,703

Masteel Heavy Machinery 

Manufacturing Co., Ltd. (iii) – 20,632,064

Maanshan Masteel Surface Engineering 

Technology Co., Ltd. (iii) – 7,033,774

Masteel Automation and Information 

Technology Co., Ltd. (iii) 36,060,822 5,053,376

Masteel Group Kang Cheng  

Building and Installing Co., Ltd. (iii) 861,385 264,394

Masteel Transportation Equipment 

Manufacturing Co., Ltd. (iii) – 235,499

Maanshan Masteel Electric Repair  

Co., Ltd. (iii) 402,479 –

Others (iii) 7,884 –

323,749,773 241,727,639

(iii) These transactions with the Holding and its subsidiaries were conducted on terms mutually 

agreed between the Group and the related parties.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(6) Fees received for the supply of utilities, services and other goods

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

The Holding (iii) 1,943,674 2,767,026

Xinchuang Economize Resource (iii) 43,959,957 26,502,947

Maanshan Jia Hua Commodity 

Concrete Co., Ltd. (iii) 4,623,036 15,487,144

Masteel Heavy Machinery 

Manufacturing Co., Ltd. (iii) 9,542,416 15,133,274

Ma Steel Powder Metallurgy Co., Ltd. (iii) 5,715,689 6,807,917

Masteel Engineering Technology 

(Group) Co., Ltd. (iii) 14,600,123 5,504,858

Masteel Refractory Materials Co., Ltd. (iii) 3,758,009 4,720,432

Maanshan Masteel Surface Engineering 

Technology Co., Ltd. (iii) 2,531,304 2,957,484

Masteel Automation and Information 

Technology Co., Ltd. (iii) 2,459,750 2,086,531

Masteel Transportation Equipment 

Manufacturing Co., Ltd. (iii) 990,792 1,343,980

Masteel Group Kang Cheng Building 

and Installing Co., Ltd. (iii) 437,749 784,666

An Hui Masteel Zhang Zhuang  

Mining Co., Ltd. (iii) 6,436 99,749

Shanghai Masteel International  

Trade and Economic Co., Ltd. (iii) 6,242,294 –

Others (iii) 9,105,080 4,418,630

105,916,309 88,614,638

(iii) These transactions with the Holding and its subsidiaries were conducted on terms mutually 

agreed between the Group and the related parties.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(7) Sale of steel products and related products

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Masteel Engineering Technology 

(Group) Co., Ltd. (iii) 54,182,623 92,279,075

Masteel Heavy Machinery 

Manufacturing Co., Ltd. (iii) 597,979 10,633,056

Maanshan Gang Chen Industry  

Co., Ltd. (iii) 1,187,711 2,918,810

Masteel International Trade (iii) 558,607 901,066

56,526,920 106,732,007

(iii) These transactions with the Holding and its subsidiaries were conducted on terms mutually 

agreed between the Group and the related parties.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(8) Financial service costs paid to related parties

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

The Holding (v) 4,190,907 6,008,655

Masteel Engineering Technology 

(Group) Co., Ltd. (v) 625,762 732,114

Maanshan Gang Chen Industry  

Co., Ltd. (v) 2,874 574,004

Maanshan Iron & Steel Group Mining 

Co., Ltd. (v) 863,243 572,405

Maanshan Masteel Surface  

Engineering Technology Co., Ltd. (v) – 550,573

Masteel International Trade (v) 173,359 396,138

An Hui Masteel Zhang Zhuang  

Mining Co., Ltd. (v) 336,248 –

Others (v) 1,191,877 2,062,666

7,384,270 10,896,555

(v) Masteel Financial took deposits from the Holding and its subsidiaries, and paid interest to 

them with the interest rate ranged from 0.42% to 3.30% for the six months ended 30 June 

2016 (for the six months ended 30 June 2015: 0.42% – 3.30%).
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(9) Financial service income received from related parties

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

The Holding (vi) 4,009,309 1,971,500

Maanshan Iron & Steel Group Mining 

Co., Ltd. (vi) 6,183,592 9,589,200

Anhui Masteel Luo He Mining Co., Ltd. (vi) 2,521,875 2,225,764

Anhui BRC & Masteel Weldmesh  

Co., Ltd. (vi) 261,664 950,472

Maanshan Gang Chen Industry  

Co., Ltd. (vi) 1,286,367 613,600

Xinchuang Economize Resource (vi) 135,402 109,506

Masteel Engineering Technology 

(Group) Co., Ltd. (vi) 67,786 75,360

Ma Steel International Trade (vi) 299,388 75,000

Others (vi) 205,769 –

14,971,152 15,610,402

(vi) Masteel Financial realizes financial service income for the financial services it rendered to 

the Holding and its subsidiaries, including granting loans, bank acceptance bill discounting 

and entrusted loan. The lending rate were not lower than the benchmark loan interest rates 

issued by the People’s Bank of China, and the other service charge was no lower than the 

benchmark charge issued by the People’s Bank of China.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(10) Rental income from associates

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Masteel Auto-parking (vii) – 59,270

(vii) Ma Steel (HK) entered into ‘Agreement on capital injection of Anhui Masteel Stereoscopic 

Auto-parking Equipments Company Limited on 26 November 2015, stating that the 

company would not participate in the capital injection. Therefore, the company’s equity 

share was diluted from 25% to 8.9367%. As the company was no longer able to exercise 

significant influence over the investee, the investee is not an associated enterprise anymore.

(11) Rental expenses paid to associates

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Masteel Auto-parking (vii) – 7,476

(vii) Ma Steel (HK) entered into ‘Agreement on capital injection of Anhui Masteel Stereoscopic 

Auto-parking Equipments Company Limited on 26 November 2015, stating that the 

company would not participate in the capital injection. Therefore, the company’s equity 

share was diluted from 25% to 8.9367%. As the company was no longer able to exercise 

significant influence over the investee, the investee is not an associated enterprise anymore.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(12) Purchases of coke from associates

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Shenglong Chemical (viii) – 47,398,176

(vii) These transactions were made between the Group and Shenglong Chemical and were 

conducted in accordance with the terms mutually agreed between the parties.

(13) Sales of wheel product to associates

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

Jinxi Axle Company Limited (ix) – 1,199,500

(ix) On 28 May 2015, the Company acquired another 50% equity interests of Ma-Steel Rail 

Transportation from Jinxi Axle Company Limited. After the deal, the Company owns 100% 

equity interests in Ma-Steel Rail Transportation. Therefore, the Company begins to account 

Ma-Steel Rail Transportation as a subsidiary rather than as an associate.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(14) Rental income from a joint venture

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 1,250,000 1,250,000

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between them.

(15) Fee received for the supply of electricity from a joint venture

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 122,578,450 142,164,333

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between the parties.

(16) Fee received for utilities and facilities from a joint venture

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 5,519,644 5,742,143

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between parties.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(17) Fee received for supply of gas from a joint venture

For the six months 

ended 30 June

2016 2016

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 1,992,183 2,128,548

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between the parties.

(18) Fees received for providing electricity and broadband from a joint venture

For the six months 

ended 30 June

2016 2016

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 18,416 16,307

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between the parties.

(19) Purchase of gas products from a joint venture

For the six months 

ended 30 June

2016 2016

Unaudited Unaudited

Amount Amount

Note RMB RMB

BOC-Ma Steel (x) 257,608,018 286,932,347

(x) These transactions were made between the Group and BOC-Ma Steel and were conducted 

in accordance with the terms mutually agreed between the parties.

The transactions (i) to (x) above are the transactions carried out between the Group and its 

related parties during the daily operation.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(20) Guarantee from a related party

30 June 2016 (Unaudited)

Note

Guarantee

name

Guarantee

amount Start date End date

Has guarantee

matured or not

(RMB)

The Holding (xi) The Company 4.020 billion 2014.3 2025.10 Not yet as of  

the approval date 

of the report

31 December 2015 (Audited)

Note

Guarantee

name

Guarantee

amount Start date End date

Has guarantee

matured or not

(RMB)

The Holding (xi) The Company 4.812 billion 2014.3 2025.10 Not yet as of  

the approval date  

of the report

(xi) During the six months ended 30 June 2016, the Holding has not guaranteed 

new certain bank loans of the Group (2015: approximately RMB3.89 billion). 

The Holding has guaranteed part of bank loans and corporate bonds amounting 

approximately to RMB4.020 billion as of 30 June 2016 (31 December 2015: part 

of the Group’s bank loans and bonds with warrants amounting approximately to 

RMB4.812 billion).
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(21) Borrowings from a related party

30 June 2016 (Unaudited)

Note Amount Start date End date

Maanshan Masteel Surface 

Engineering Technology  

Co., Ltd.

(xii) 20,000,000 2015/11/19 2016/11/18

31 December 2015 (Audited)

Note Amount Start date End date

Anhui Zhonglian Shipping  

Co., Ltd.

(xii) 80,000,000 2015/03/27 2016/03/25

Anhui Zhonglian Shipping  

Co., Ltd.

(xii) 30,000,000 2015/05/04 2016/05/03

Maanshan Masteel Surface 

Engineering Technology  

Co., Ltd.

(xii) 20,000,000 2015/11/19 2016/11/18

(xii) On 27 March 2015, Anhui Zhonglian Shipping Co. Ltd entrust Masteel Financial to provide 

the Company a short term loan of RMB80,000,000 with the annual interest rate 4.14%, 

and repay principal and interest on the expiration date. The company accrued interest 

RMB782,000. The entrusted loan borrowed in 2015 was paid for the period ended 30 June 

2016.

On 4 May 2015, Anhui Zhonglian Shipping Co. Ltd entrust Masteel Financial to provide 

the Company a short term loan of RMB30,000,000 with the annual interest rate 3.915%, 

and repay principal and interest on the expiration date. The company accrued interest 

RMB404,550. The entrusted loan borrowed in 2015 was paid for the period ended 30 June 

2016.

On 19 November 2015, Maanshan Masteel Surface Engineering Technology Co., Ltd entrust 

Masteel Financial to provide the Company a short term loan of RMB20,000,000 with the 

annual interest rate 3.915%, and repay principal and interest on the expiration date. The 

company accrued interest RMB391,500. The entrusted loan borrowed in 2015 was not paid 

yet as of 30 June 2016.
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS 
RELATED PARTIES (CONTINUED)

(22) The Group has not obtained any long term entrusted loans from the Holding for the six 

months ended 30 June 2016 (31 December 2015: Nil).

(23) According to the financial service agreement signed by Masteel Financial and the 

Holding on 22 December 2015, the highest daily outstanding loan should be less than 

RMB500 million, and other financial service charge should be less than RMB50 million 

from 1 January 2016 to 31 December 2016. The annual cap was the highest demand 

for daily deposits, which was decided according to the Holding and its affiliates’ 

expectations of the capital and operational requirement.

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES

30 June 31 December

2016 2015

Unaudited Audited

Trade receivables:

The Holding and its subsidiaries

The Holding 38,327 1,347,893

Maanshan Jiahua Commodity Concrete Co., Ltd. 5,097,917 5,081,610

Masteel Heavy Machinery Manufacturing Co., Ltd. 4,169,791 3,073,274

Ma Steel Powder Metallurgy Co., Ltd. 5,484,800 1,278,576

Masteel Engineering Technology (Group) Co., Ltd. 12,705,208 –

Others entities controlled by the Holding 994,892 4,563,646

28,490,935 15,344,999

Prepayments:

The Holding and its subsidiaries

The Holding 850,182 –

Masteel International Trade 10,427,535 39,493,238

Shanghai Masteel International Trade and  

Economic Co., Ltd. 1,136,876 –

Others entities controlled by the Holding – 100

12,414,593 39,493,338
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES (CONTINUED)

30 June 31 December

2016 2015

Unaudited Audited

Other receivables:

The Holding and its subsidiaries

Masteel Heavy Machinery Manufacturing Co., Ltd. – 15,900

Masteel Engineering Technology (Group) Co., Ltd. 4,000 –

Masteel Automobile Transportation Service Co., Ltd. 357 –

Masteel Refractory Materials Co., Ltd. – 66,886

4,357 82,786

Accounts payable:

The Holding and its subsidiaries

The Holding 988,765 6,191,529

Xinchuang Economize Resource 43,091,337 70,920,636

Masteel Engineering Technology (Group) Co., Ltd. 129,033,948 128,500,973

Maanshan Masteel Surface Engineering Technology 

Co., Ltd. 31,584,279 46,679,719

Masteel Automation and Information Technology  

Co., Ltd. 69,432,711 19,117,929

Masteel Automobile Transportation Service Co., Ltd. 19,474,171 19,490,919

Masteel Shen Ma Metal Co., Ltd. 8,446,411 14,045,409

Masteel Heavy Machinery Manufacturing Co., Ltd. 30,484,868 38,786,784

Masteel Refractory Materials Co., Ltd. 56,603,859 –

Others entities controlled by the Holding 35,664,820 81,434,478

424,805,169 425,168,376

Joint ventures of the Group

BOC-Ma Steel 32,430,006 40,667,490

Associates of the Group

Shenglong Chemical 366,902 5,666,902
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES (CONTINUED)

30 June 31 December

2016 2015

Unaudited Audited

Advances from customers:

The Holding and its subsidiaries

The Holding 150,785 177,646

Maanshan GangChen Industry Co., Ltd. 19,040,258 28,947,879

Anhui BRC & Masteel Weldmesh Co., Ltd. 7,781,182 12,239,725

Others entities controlled by Holding 12,652,743 9,778,657

39,624,968 51,143,907

Associates of the Group

Shenglong Chemical 86,559 86,559

Other payables:

The Holding and its subsidiaries

The Holding 10,000 –

Masteel Automobile Transportation Service Co., Ltd. 4,703,509 4,940,235

Masteel Engineering Technology(Group) Co., Ltd. 11,528,407 15,731,388

Xinchuang Economize Resource 13,076,290 8,359,710

Maanshan Masteel Electric Repair Co., Ltd. 263,250 650,686

Maanshan GangChen Industry Co., Ltd. – 1,039,760

Other entities controlled by the Holding 6,284,990 9,520,203

35,866,446 40,241,982

Joint ventures of the Group

BOC-Ma Steel 70,000 70,000
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES (CONTINUED)

30 June 31 December

2016 2015

Unaudited Audited

Bills receivable:

The Holding and its subsidiaries

Maanshan Gang Chen Industry Co., Ltd. 4,926,700 58,237,357

Anhui BRC & Masteel Weldmesh Co., Ltd. 100,000 –

Xinchuang Economize Resource 1,350,000 4,382,352

Masteel Heavy Machinery Manufacturing Co., Ltd. 100,000 100,000

Masteel Engineering Technology (Group) Co., Ltd. 500,000 7,000,000

6,976,700 69,719,709

Loans and bank acceptance bill discounting:

The Holding and its subsidiaries

The Holding 45,033,021 38,000,000

Maanshan Iron & Steel Group Mining Co., Ltd. 551,250,000 251,250,000

Xinchuang Economic Resource 16,484,519 –

Anhui Masteel Luo He Mining Co., Ltd. 103,400,145 139,973,938

Anhui BRC & Masteel Weldmesh Co., Ltd. 9,000,000 13,779,345

Masteel International Trade 86,810,000 61,019,697

Others entities controlled by The Holding 94,327,415 64,833,022

906,305,100 568,856,002
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X. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES (CONTINUED)

30 June 31 December

2016 2015

Unaudited Audited

Customer deposits:

The Holding and its subsidiaries

The Holding 560,938,584 1,003,221,893

Masteel Engineering Technology (Group) Co., Ltd. 156,037,344 160,410,862

Maanshan Gang Chen Industry Co., Ltd. 30,087,938 20,797,705

An Hui Masteel Zhang Zhuang Mining Co., Ltd. 65,457,052 93,901,242

Masteel International Trade 42,008,325 64,550,368

Masteel Group Kang Tai Land Development Co., Ltd. 63,830,455 111,461,440

Masteel Heavy Machinery Manufacturing Co., Ltd. 38,342,138 79,758,924

Masteel Refractory Materials Co., Ltd. 75,275,769 –

Maanshan Iron & Steel Group Mining Co., Ltd. 74,707,357 –

Other entities controlled by The Holding 129,613,146 215,267,964

1,236,298,108 1,749,370,398

The fee charged by Masteel Financial for the financing services and deposit transactions 

provided to the Group and its subsidiaries is determined based on negotiation between the two 

parties.

* As of 30 June 2016, in current assets and current liabilities, all these receivables and payables have 

no interest, no pledge and will be paid in the future.

7. THE COMMITMENT OF THE GROUP WITH RELATED PARTIES

As of 30 June 2016, the Company had made an investment commitment to Mascometal, which 

is amounting to EUR18.45 million. (As of 31 December 2015, the Company had made an 

investment commitment to Ma-Steel OCI Chemical, which is amounting to USD3.46 million.)
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XI. COMMITMENTS AND CONTINGENCIES

1. SIGNIFICANT COMMITMENTS

30 June

2016

31 December

2015

Unaudited Audited

RMB RMB

Contracted, but not provided for

Capital commitments 2,857,763,921 9,067,160,505

Investment commitments 151,068,750 60,891,437

3,008,832,671 9,128,051,942

The group did not have matters that be accounted in the joint venture capital commitment this 

period (2015: nil).

2. CONTINGENCIES

Difference of corporate income tax

The State Administration of Taxation issued “The notice of income tax collection and 

management on Shanghai Petrochemical Company Limited and other nine companies listed 

overseas corporation” (Guo Shui Han [2007] No. 664) in June 2007, with stated claims that 

the relevant local tax bureaus must correct immediately the expired tax incentives of the nine 

Hong Kong listed companies approved by the State Council in 1993. The income tax difference 

between the results of the previously expired preferential rate and the applicable rate should 

be treated in accordance with the relevant provisions of the “People’s Republic of China 

Administration of Tax Collection Law”.

The Company is one of the nine companies mentioned above and used a 15% preferential tax 

rate in the previous year. After understanding the above information, the Company and the tax 

authorities issued a comprehensive communication and according to the tax authorities, the 

applicable corporate income tax rate in 2007 was 33%, which is adjusted from the original 

15%. The company has not been recovered prior year income tax differences.

Based on the comprehensive communication between the Company and the tax authorities, 

it is uncertain whether the tax authorities will recover the difference between the previous 

year’s income tax at this stage, and the final result of this matter cannot be estimated reliably. 

Therefore, the financial statements have not made any preparation or adjustments related to 

additional tax, tax credits, deferred tax, penalties and interest.

Notes to Interim Financial Statements

30 June 2016

Renminbi Yuan
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XI. COMMITMENTS AND CONTINGENCIES (CONTINUED)

2. CONTINGENCIES (CONTINUED)

Pending litigation

As of 30 June 2016, the significant pending litigation of the Group and the Company is as 

follows:

Zhejiang Wukuang Sanxing Import and Export Co., Ltd. and Zhejiang Wukuang Sanhe Import 

and Export Co., Ltd. launched litigation against Shanghai Trading regarding a dispute over steel 

trading, and the relevant claim amounts were RMB10,219,694.24 and RMB30,581,457.72, 

respectively. The lawsuit is currently pending for judicial decision by the intermediate court of 

Ma’anshan Municipality.

XII. POST BALANCE SHEET EVENTS

ISSUANCE OF SHORT-TERM FINANCING BONDS

On 2 August 2016, the Company completed the issuance of short-term financing bonds in the 

National Inter-bank Bond Market with a total face value of RMB2 billion at par value of RMB100 per 

unit with a maturity date of August 2017 for working capital needs and repayment of bank borrowings. 

The fixed annual coupon interest rate of these bonds is 5.45%.

DISPOSAL OF 9% EQUITY OF MASCOMETAL

On 30 March 2016, the board of directors of the Company approved the disposal of 9% equity of 

Mascometal with a consideration of EUR2.88 million, to Maanshan City Yushan District City Investment 

and Development Co., Ltd. Mascometal is a joint venture established by the Company and ASCO 

Industries of France, and its registered capital is EUR32 million. The Company holds 75% of the 

equity interest of Mascometal before the disposal. After completion of the disposal, the Company will 

hold 66% of the equity interest of Mascometal. As of 3 August 2016, the Company received the first 

payment of consideration with an amount of approximately EUR0.666 million.

As of the date of approval of the financial statements, the Group has no subsequent events required 

to be disclosed other than the above-stated.
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XIII. OTHER SIGNIFICANT EVENTS

1. LEASES

As lessor

The Group has leased certain of its investment properties under operating lease arrangements 

ranging from one to eighteen years. The periodic rent is fixed during the operating lease 

periods.

30 June 31 December

2016 2015

Unaudited Audited

Remaining lease period

Within 1 year, inclusive 1,250,000 1,373,707

1 to 2 years, inclusive 1,250,000 1,250,000

2 to 3 years, inclusive 1,250,000 1,250,000

Over 3 years 4,532,534 5,157,534

8,282,534 9,031,241

2. OPERATING SEGMENT INFORMATION

Operating segment

The Group divides the operation services into two operating segments which are determined 

based on the internal organization structure, management requirements and internal reporting 

system:

• Production and sale of iron and steel products and related by-products: the Company 

and its subsidiaries except for Masteel Financial;

• Financial service: Masteel Financial.

The Group did not consider financial service as individual reportable segments, as Masteel 

Financial mainly offers financial service to internal companies. Therefore, the Group focuses on 

the production and sale of steel and it is unnecessary for the Group to disclose more detailed 

information.
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XIII. OTHER SIGNIFICANT EVENTS (CONTINUED)

2. OPERATING SEGMENT INFORMATION (CONTINUED)

Other information

Products and service information

External principal operating income

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Sale of steel products 19,705,371,213 21,868,666,090

Sale of steel billets and pig iron 371,861,145 312,867,822

Sale of coke by-products 155,735,957 259,279,825

Others 377,155,183 491,878,898

20,610,123,498 22,932,692,635

Geographical information

External principal operating income

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

The PRC 18,866,675,458 20,961,884,860

Overseas 1,743,448,040 1,970,807,775

20,610,123,498 22,932,692,635

Non-current assets

30 June 

2016

31 December 

2015

Unaudited Audited

The PRC 40,836,448,140 41,601,037,262

Overseas 255,456,174 233,704,952

41,091,904,314 41,834,742,214
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XIII. OTHER SIGNIFICANT EVENTS (CONTINUED)

2. OPERATING SEGMENT INFORMATION (CONTINUED)

Geographical information (Continued)

Non-current assets (Continued)

The non-current asset information above is based on the locations of assets and excludes 

financial assets and deferred tax assets.

Major customer information

The Group has not placed reliance on any single external customer which accounted for 10% 

or more of its revenue.

3. OTHER FINANCIAL INFORMATION*

Group Company

30 June 

2016

31 December 

2015

30 June 

2016

31 December 

2015

Unaudited Audited Unaudited Audited

Current assets 17,832,565,110 20,160,381,786 14,208,429,172 15,379,481,751

Less: Current liabilities 26,858,168,125 29,731,298,424 20,270,560,816 22,270,113,406

Net current liabilities (9,025,603,015) (9,570,916,638) (6,062,131,644) (6,890,631,655)

Group Company

30 June 

2016

31 December 

2015

30 June 

2016

31 December 

2015

Unaudited Audited Unaudited Audited

Total assets 59,565,048,326 62,454,465,955 51,920,020,366 53,677,928,665

Less: Current liabilities 26,858,168,125 29,731,298,424 20,270,560,816 22,270,113,406

Net total assets less current 

liabilities 32,706,880,201 32,723,167,531 31,649,459,550 31,407,815,259
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XIV. 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 aging analysis of trade receivables is as follows:

30 June 31 December

2016 2015

Unaudited Audited

Within one year 1,415,548,334 1,474,257,377

One to two years 85,947,219 71,144,875

Two to three years 34,052,228 23,011,493

Over three years 8,785,130 8,743,458

1,544,332,911 1,577,157,203

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

1,530,950,708 1,563,775,000

Trade receivable balance is analyzed as follows:

30 June 2016 (Unaudited) 31 December 2015 (Audited)

Book value Provision for bad debts Book value Provision for bad debts
Balance Ratio Balance Ratio Balance Ratio Balance Ratio

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

Individually significant and  
assessed for impairment 
individually 1,503,541,344 97 (6,927,040) – 1,562,158,216 99 (6,927,040) –

Individually insignificant but 
assessed for impairment 
individually 40,791,567 3 (6,455,163) 16 14,998,987 1 (6,455,163) 43

1,544,332,911 100 (13,382,203) 1,577,157,203 100 (13,382,203)

The movements of provision for bad debts against trade receivables for the period are 

disclosed in Note XIV.5.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

1. TRADE RECEIVABLES (CONTINUED)

As of 30 June 2016, trade receivable that use individually significant and assessed for 

impairment individually were as follows:

Book value
Provisions for 

bad debts Percentage Reason

Company 1 6,927,040 (6,927,040) 100% Uncollectable

As of 31 December 2015, trade receivable that use individually significant and assessed for 

impairment individually were as follows:

Book value
Provisions for 

bad debts Percentage Reason

Company 1 6,927,040 (6,927,040) 100% Uncollectable

During the current period, there was no provision for bad debts (2015: nil), and there was no 

recovery or reversal of provision for bad debts (2015: nil).

During the current period, there were no trade receivables that had been written off (2015: nil).

2. OTHER RECEIVABLES

An aging analysis of the other receivables is as follows:

30 June 31 December

2016 2015

Unaudited Audited

Within one year 245,434,594 204,859,233

One to two years 503,496 1,128,177

Two to three years 1,555,354 3,110,391

Over three years 457,183,631 457,160,989

704,677,075 666,258,790

Less: Provisions for bad debts 420,160,989 420,160,989

284,516,086 246,097,801
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2. OTHER RECEIVABLES (CONTINUED)

The movements of provision for bad debts against other receivables for the period are 

disclosed in Note XIV. 5.

Other receivable balance is analyzed as follows:

30 June 2016 (Unaudited) 31 December 2015 (Audited)

Book value Provision for bad debts Book value Provision for bad debts
Balance Rate Amount Ratio Balance Rate Amount Ratio

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

Individually significant and  
assessed for impairment 
individually 661,495,044 94 (415,630,075) 63 655,815,368 98 (415,630,075) 63

Other insignificant but assessed  
for impairment individually 43,182,031 6 (4,530,914) 10 10,443,422 2 (4,530,914) 43

704,677,075 100 (420,160,989) 666,258,790 100 (420,160,989)

As of 30 June 2016, other receivables that are individually significant and assessed for 

impairment individually are as follows:

Book value

Provision for 

bad debts Ratio Reason

Company 1 60,939,960 (60,939,960) 100% Note

Company 2 127,685,367 (127,685,367) 100% Note

Company 3 37,243,732 (37,243,732) 100% Note

Company 4 132,058,434 (132,058,434) 100% Note

Company 5 92,302,582 (55,302,582) 60% Note

Company 6 2,400,000 (2,400,000) 100% Note

452,630,075 (415,630,075) 92%
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2. OTHER RECEIVABLES (CONTINUED)

As of 31 December 2015, other receivables that are individually significant and assessed for 

impairment individually are as follows:

Book value
Provision for 

bad debts Ratio Reason

Company 1 60,939,960 (60,939,960) 100% Note
Company 2 127,685,367 (127,685,367) 100% Note
Company 3 37,243,732 (37,243,732) 100% Note
Company 4 132,058,434 (132,058,434) 100% Note
Company 5 92,302,582 (55,302,582) 60% Note
Company 6 2,400,000 (2,400,000) 100% Note

452,630,075 (415,630,075) 92%

Note: Provision for bad debts because long-term uncollected other receivables are less expected to 

recover.

Dur ing the current per iod, there was no provis ion for bad debts accrued (2015: 

RMB35,000,000) and no recovery or reversal of provision for bad debt (2015: RMB128,000).

There was no other receivables had been written off during the current period (2015: nil).

Other receivables classified by nature:

30 June 

2016

31 December 

2015

(Unaudited) (Audited)

Prepayment for trading 594,230,077 594,230,077

Prepaid guarantee for steel futures 85,456,708 42,768,562

Prepayment of custom duties and VAT 7,314,186 13,022,912

Others 17,676,104 16,237,239

704,677,075 666,258,790

Less: Provision for bad debts 420,160,989 420,160,989

284,516,086 246,097,801
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2. OTHER RECEIVABLES (CONTINUED)

As of 30 June 2016，the top five largest other receivables were as follows:

Balance Ration Nature Aging

Balance of 

Bad debt

(%)

Company 1 132,058,434 19 Prepayment  

for trading

More than 

3 years

132,058,434

Company 2 127,685,367 18 Prepayment  

for trading

More than 

3 years

127,685,367

Company 3 92,302,582 13 Prepayment  

for trading

More than 

3 years

55,302,582

Company 4 60,939,960 9 Prepayment  

for trading

More than 

3 years

60,939,960

Company 5 37,243,732 5 Prepayment  

for trading

More than 

3 years

37,243,732

450,230,075 64 413,230,075

As of 31 December 2015, the top five largest other receivables were as follows:

Balance Ration Nature Aging

Balance of 

Bad debt

(%)

Company 1 132,058,434 20 Prepayment  

for trading

More than 

3 years

132,058,434

Company 2 127,685,367 19 Prepayment  

for trading

More than 

3 years

127,685,367

Company 3 92,302,582 14 Prepayment  

for trading

More than 

3 years

55,302,582

Company 4 60,939,960 9 Prepayment  

for trading

More than 

3 years

60,939,960

Company 5 37,243,732 6 Prepayment  

for trading

More than 

3 years

37,243,732

450,230,075 68 413,230,075
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

3. INVENTORIES

30 June 2016 (Unaudited) 31 December 2015 (Audited)

Balance

Provision for 

impairment

Carrying 

amount Balance

Provision for 

impairment

Carrying 

amount

Raw materials 1,381,842,700 (87,425,115) 1,294,417,585 1,568,921,850 (333,960,186) 1,234,961,664

Work in progress 601,385,624 (43,251,407) 558,134,217 772,043,075 (86,639,975) 685,403,100

Finished goods 1,828,677,720 (20,064,800) 1,808,612,920 1,285,841,324 (170,751,556) 1,115,089,768

Spare parts 1,292,466,144 (59,429,812) 1,233,036,332 1,372,406,287 (59,572,961) 1,312,833,326

5,104,372,188 (210,171,134) 4,894,201,054 4,999,212,536 (650,924,678) 4,348,287,858

The movements of impairment provision against inventories for the year are disclosed in Note 

XIV.5.

At the balance sheet date, inventories were measured at the lower of costs and net realizable 

values, and provision for impairment was made for items whose costs were higher than their 

net realizable values. Net realizable value is the estimated selling price under the normal 

business terms deducted by the estimated costs to completion, the estimated selling expenses 

and related taxes. For the six months ended 30 June 2016 and the year of 2015, the Group 

had no reversal of impairment provision against inventories.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS

30 June 

2016

31 December 

2015  

(Unaudited) (Audited)

Long term investments under the equity method

Joint ventures (i) 314,604,383 316,570,133

Associates (i) 752,819,280 713,283,374

Long term investments under the cost method

Subsidiaries (ii) 5,862,259,340 5,860,625,890

Subtotal 6,929,683,003 6,890,479,397

Less: Provision for impairment 60,000,000 60,000,000

Total 6,869,683,003 6,830,479,397

* The above investments in joint ventures and associates under the equity method and the 

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

investments.

The movements of impairment provision for long term investments for the period are disclosed 

in Note XIV.5.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(i) Investments in joint ventures and associates

30 June 2016 (Unaudited)

Movements during the period

Opening 

balance Increase Decrease

Investment 

income under 

the equity 

method

Other 

comprehensive 

income

Other 

equity 

movement

Cash 

dividend 

received

Provision for 

impairment

Closing 

balance

Impairment 

at the end 

of the period

Joint ventures

BOC-Ma Steel 316,030,791 – – 35,757,062 – 941,238 (79,000,000) – 273,729,091 –

MASTEEL-CMI 539,342 – – (528) – – – – 538,814 –

Mascometal – 40,665,960 – (329,482) – – – – 40,336,478 –

Associates

Henan Jinma Energy 241,098,393 – – 20,769,074 – – (17,280,000) – 244,587,467 –

Shenglong Chemical 242,402,338 – – 9,694,021 – 271,094 – – 252,367,453 –

Shanghai Iron and  

Steel Electronic 26,604,521 – – 2,203,534 – – – – 28,808,055 –

Xinchuang Economize Resource 35,539,691 – – 2,683,444 – 111,144 – – 38,334,279 –

Anhui Linhuan Chemical 72,000,000 – – – – – – – 72,000,000 –

Ma-steel OCI Chemical 95,638,431 22,513,794 – (1,430,199) – – – – 116,722,026 –

1,029,853,507 63,179,754 – 69,346,926 – 1,323,476 (96,280,000) – 1,067,423,663 –

31 December 2015 (Audited)

Movements during the year

Opening 

balance Increase Decrease

Investment 

income under 

the equity 

method

Other 

comprehensive 

income

Other 

equity 

movement

Cash 

dividend 

received

Provision for 

impairment

Closing 

balance

Impairment 

at the end 

of the year

Joint ventures

BOC-Ma Steel 311,422,276 – – 81,325,413 – (3,216,898) (73,500,000) – 316,030,791 –

MASTEEL-CMI 542,669 – – (3,327) – – – – 539,342 –

Associates

Henan Jinma Energy 207,497,916 37,623,600 – (4,023,123) – – – – 241,098,393 –

Shenglong Chemical 245,813,223 – – (2,786,831) – (624,054) – – 242,402,338 –

Shanghai Iron and  

Steel Electronic 30,977,774 – – 1,626,747 – – (6,000,000) – 26,604,521 –

Xinchuang Economize Resource 30,967,723 – – 5,055,768 – (483,800) – – 35,539,691 –

Ma-Steel Rail Transportation 171,476,241 – (165,930,369) (5,545,872) – – – – – –

Jiyuan Jinyuan Chemical 45,794,148 – (44,961,228) (832,920) – – – – – –

Anhui Linhuan Chemical 43,200,000 28,800,000 – – – – – – 72,000,000 –

Ma-Steel OCI Chemical – 95,235,280 – 403,151 – – – – 95,638,431 –

1,087,691,970 161,658,880 (210,891,597) 75,219,006 – (4,324,752) (79,500,000) – 1,029,853,507 –
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii) Subsidiaries

30 June 2016 (Unaudited)

Movements during the period

Opening 
balance Increase Decrease

Other equity 
movement

Provision for 
impairment

Closing 
balance

Impairment 
at the end 

of the period

Cash 
dividends 
declared

New Build Masteel K. Wah. 44,443,067 – – – – 44,443,067 – –
Ma Steel (Wuhu) 8,225,885 – – – – 8,225,885 – –
Ma Steel (Guangzhou) 80,000,000 – – – – 80,000,000 – –
Ma Steel (HK) 21,146,421 – – – – 21,146,421 – –
MG Trading 1,573,766 – – – – 1,573,766 – –
Holly Industrial 21,478,316 – – – – 21,478,316 – –
Huayang Equipment 900,000 – – – – 900,000 – –
Ma Steel (Jinhua) 90,000,000 – – – – 90,000,000 – –
Ma Steel (Australia) 126,312,415 – – – – 126,312,415 – –
Ma Steel (Hefei) 1,775,000,000 – – – – 1,775,000,000 – –
Ma Steel (Hefei) Processing 73,200,000 – – – – 73,200,000 – –
Ma Steel (Yangzhou) 

Processing 116,462,300 – – – – 116,462,300 – –
Wuhu Technique 106,500,000 – – – – 106,500,000 – –
Masteel Scrap 100,000,000 – – – – 100,000,000 – –
Masteel Shanghai Trading – – – – – – 60,000,000 –
Chongqing Material 175,000,000 – – – – 175,000,000 – –
Anhui Chang Jiang Iron and 

Steel 1,234,444,444 – – – – 1,234,444,444 – –
Masteel Financial 933,172,609 – – – – 933,172,609 – –
Hefei Materials 140,000,000 – – – – 140,000,000 – –
MG-VALDUNES 336,695,298 – – – – 336,695,298 – –
Ma Steel Guangzhou Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Hangzhou Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Wuxi Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Chongqing Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Nanjing 10,000,000 – – – – 10,000,000 – –
Ma Steel Wuhan Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Shanghai Sales 10,000,000 – – – – 10,000,000 – –
Ma-Steel Rail 

Transportation 336,021,369 – – – – 336,021,369 – –
Masteel Oubang Color-

coated 10,050,000 – – – – 10,050,000 – –
Masteel America Inc. (i) – 1,633,450.00 – – – 1,633,450.00 – –

5,800,625,890 1,633,450.00 – – – 5,802,259,340 60,000,000 –

(i) Newly established subsidiary of the company, please refer to note VI.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii) Subsidiaries (Continued)

31 December 2015 (Audited)

Movements during the year

Opening 
balance Increase Decrease

Other equity 
movement

Provision for 
impairment

Closing 
balance

Impairment 
at the end 
of the year

Cash 
dividends 
declared

New Build Masteel K. Wah. 44,443,067 – – – – 44,443,067 – –
Ma Steel (Wuhu) 8,225,885 – – – – 8,225,885 – –
Ma Steel (Guangzhou) 80,000,000 – – – – 80,000,000 – –
Ma Steel (HK) 21,146,421 – – – – 21,146,421 – –
MG Trading 1,573,766 – – – – 1,573,766 – –
Holly Industrial 21,478,316 – – – – 21,478,316 – –
Huayang Equipment 900,000 – – – – 900,000 – 111,032,729
Ma Steel (Jinhua) 90,000,000 – – – – 90,000,000 – –
Ma Steel (Australia) 126,312,415 – – – – 126,312,415 – –
Ma Steel (Hefei) 1,775,000,000 – – – – 1,775,000,000 – –
Ma Steel (Hefei) Processing 73,200,000 – – – – 73,200,000 – –
Ma Steel (Yangzhou) 

Processing 116,462,300 – – – – 116,462,300 – –
Wuhu Technique 106,500,000 – – – – 106,500,000 – –
Masteel Scrap 100,000,000 – – – – 100,000,000 – –
Masteel Shanghai Trading – – – – – – 60,000,000 –
Chongqing Material 175,000,000 – – – – 175,000,000 – –
Anhui Chang Jiang Iron and 

Steel 1,234,444,444 – – – – 1,234,444,444 – –
Masteel Financial 933,172,609 – – – – 933,172,609 – –
Hefei Materials 140,000,000 – – – – 140,000,000 – –
MG-VALDUNES 336,695,298 – – – – 336,695,298 – –
Ma Steel Guangzhou Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Hangzhou Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Wuxi Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Chongqing Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Nanjing 10,000,000 – – – – 10,000,000 – –
Ma Steel Wuhan Sales 10,000,000 – – – – 10,000,000 – –
Ma Steel Shanghai Sales 10,000,000 – – – – 10,000,000 – –
Ma-Steel Rail 

Transportation – 170,091,000 – 165,930,369 – 336,021,369 – –
Masteel Oubang Color-

coated – 10,050,000 – – – 10,050,000 – –

5,454,554,521 180,141,000 – 165,930,369 – 5,800,625,890 60,000,000 111,032,729
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5. ASSET IMPAIRMENT PROVISIONS

30 June 2016 （Unaudited）

Opening 

balance

Increase 

during the 

period

Decrease during the period Closing 

balanceReversal Write-back Write-off

Provisions for bad debts 433,543,192 – – – – 433,543,192

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

Other receivables 420,160,989 – – – – 420,160,989

Provisions for inventories (Note) 650,924,678 621,092,726 – (1,061,846,270) – 210,171,134

Including: Raw materials 333,960,186 286,863,909 – (533,398,980) – 87,425,115

Work in progress 86,639,975 127,687,059 – (171,075,627) – 43,251,407

Finished goods 170,751,556 206,541,758 – (357,228,514) – 20,064,800

Spare parts 59,572,961 – – (143,149) – 59,429,812

Provisions for long term  

equity investments 60,000,000 – – – – 60,000,000

Including: Subsidiary 60,000,000 – – – – 60,000,000

Impairment of fixed assets – – – – – –

Including: Buildings and 

structures – – – – – –

Plant, machinery and 

equipment – – – – – –

1,144,467,870 621,092,726 – (1,061,846,270) – 703,714,326

Note: Generally, the provision for inventories is assessed and accrued at the end of each quarter. The 

provision for inventories will be written back and credited to the cost of sales upon the sale of 

corresponding inventories.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5. ASSET IMPAIRMENT PROVISIONS (CONTINUED)

31 December 2015 (Audited)

Opening 

balance

Increase 

during the 

year

Decrease during the year Closing 

balanceReversal Write-back Write-off

Provisions for bad debts 398,671,192 35,000,000 (128,000) – – 433,543,192

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

Other receivables 385,288,989 35,000,000 (128,000) – – 420,160,989

Provisions for inventories (Note) 179,591,702 1,204,974,141 – (733,641,165) – 650,924,678

Including: Raw materials 90,011,279 637,936,253 – (393,987,346) – 333,960,186

Semi-finished products 18,362,373 182,310,920 – (114,033,318) – 86,639,975

Finished products 11,186,556 384,726,968 – (225,161,968) – 170,751,556

Spare parts 60,031,494 – – (458,533) – 59,572,961

Provisions for long term investments 60,000,000 – – – – 60,000,000

Including: subsidiaries 60,000,000 – – – – 60,000,000

Impairment of fix assets – – – – – –

Including: Buildings and 

structures – – – – – –

Plant, machinery and 

equipment – – – – – –

638,262,894 1,239,974,141 (128,000) (733,641,165) – 1,144,467,870

Note: Generally, the provision for inventories is assessed and accrued at the end of each quarter. The 

provision for inventories will be written back and credited to the cost of sales upon the sale of 

corresponding inventories.
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

6. REVENUE AND COST OF SALES

Revenue is stated as follows:

For the six months ended 30 June

2016 

Unaudited

2015 

Unaudited

Revenue Cost of sales Revenue Cost of sales

Principal operating income 17,719,002,669 15,403,616,320 19,479,616,489 19,037,501,137

Other operating income 339,109,052 354,046,067 908,476,751 966,808,590

18,058,111,721 15,757,662,387 20,388,093,240 20,004,309,727

Principal operating income is stated as follows:

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Sale of products 18,039,321,411 20,380,454,623

Rendering service 18,790,310 7,638,617

18,058,111,721 20,388,093,240
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

7. INVESTMENT INCOME

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Long term equity investment income  

under the equity method 69,346,926 40,540,565

Long term equity investment income  

under the cost method – 189,000

Investment income from holding available-for-sale 

financial assets – –

Investment loss from disposal available-for-sale  

financial assets – (48,310)

Investment income from holding financial assets 

measured at fair value through profit or loss – –

Investment (loss)/income from disposal of financial 

assets at fair value through profit or loss (2,253,134) 625,118

67,093,792 41,306,373

* For the six months ended 30 June 2016, the Group’s investment income from unlisted companies 

were RMB67,093,792 (for the six months ended 30 June 2015: the investment income from listed 

companies and unlisted companies were RMB625,118 and RMB40,681,255, respectively).
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

8. CASH FLOWS FROM OPERATING ACTIVITIES

For the six months 

ended 30 June

2016 2015

Unaudited Unaudited

Net profit/(loss) 675,534,551 (1,167,799,369)

Add: Provision for inventories 621,092,726 303,920,195

Depreciation of property, plant and equipment 1,298,182,580 1,286,089,000

Amortisation of investment properties 863,732 863,732

Amortisation of intangible assets 14,756,170 14,800,836

Amortisation of deferred income (84,756,509) (61,354,657)

Loss/(gain) on disposal of non-current assets 615,211 (396,328)

Increase in special reserves 1 –

Financial expenses 412,772,583 440,382,410

Investment income (67,093,792) (41,306,373)

Loss on fair value changes 3,658,207 –

Decrease in deferred tax assets 78,585,194 110,472,155

Increase in inventories (1,167,005,922) (36,348,320)

Increase in receivables from operating activities (1,714,193,425) (727,710,840)

(Decrease)/Increase in payables from  

operating activities (1,852,893,196) 593,860,058

Net cash flows (used in)/from operating activities (1,779,881,889) 715,472,499

Endorsements of bank acceptance bills received from 

sales of goods or rendering of services 2,600,782,309 2,076,230,834
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1. BREAKDOWN OF NON-RECURRING GAINS OR LOSSES

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.

For the 

six months 

ended 30 June

Unaudited

Items of non-recurring gains or losses

Gain on disposal of non-current assets 154,474

Loss on disposal of non-current assets (976,959)

Government grants 138,966,140

Other non-operating expense and income items, exclude items above 499,505

Employee termination compensation (Note) (152,568,484)

Gain on fair value changes of financial assets at fair value through profit or loss 3,461,591

Investment income from holding available-for-sale financial assets 948,303

Investment income from disposal of financial assets  

at fair value through profit or loss 8,402,396

Other investment loss –

(1,113,034)

Less: Income tax effect of non-recurring gains 16,285,507

Non-recurring gains attributable to minority shareholders (363,284)

Net effect of non-recurring gains or losses (17,035,257)

Net profit attributable to owner of the parent excluding  

non-recurring gains or losses

Net profit attributable to owner of the parent 452,752,971

Less: Net effect of non-recurring gains or losses (17,035,257)

Net profit attributable to owner of the parent  

excluding non-recurring gains or losses 469,788,228

Note: The employee termination compensation was resulted from the shutdown and the transformation of Ma 

Steel(Hefei).

Supplementary Information

30 June 2016

Renminbi Yuan
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2. RETURN ON NET ASSETS AND EARNINGS PER SHARE

For the six months ended 30 June 2016 (Unaudited)

Return on net 

assets (%) Earnings per share (RMB)

Basic Diluted

Net profit attributable to owner of  

the Company 2.42 0.059 0.059

Net profit attributable to owner of  

the Company excluding  

non-recurring gains or losses 2.51 0.061 0.061

For the six months ended 30 June 2015 (Unaudited)

Return on net 

assets (%) Earnings per share (RMB)

Basic Diluted

Net loss attributable to owner of  

the Company (5.46) (0.161) (0.161)

Net loss attributable to owner of  

the Company excluding  

non-recurring gains or losses (5.94) (0.175) (0.175)

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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X. Documents Available for Inspection
 
 

1. Interim report signed by Chairman of the Company;

2. Financial reports signed and stamped by the Company’s legal representative, chief accountant and 

head of Accounting Department;

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

designated by the CSRC during the reporting period;

4. The Company’s Articles of Association;

5. Interim report disclosed in other securities market;

6. Other related information.

Chairman: Ding Yi

Submission date approved by the Board of Directors: 2016-8-30
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