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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

(5) Purchases of fixed assets and construction services

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Holding (iii) 37,090,998 2 2,534,922 –

Masteel Group Power 

 and Machinery 

 Installation Co., Ltd (iii) 542,744 – 4,156,900 –

Masteel Group Industry 

 Development Co., Ltd (iii) 6,529,986 – 3,465,319 –

Masteel Group Li Sheng 

 Co., Ltd (iii) 2,579,755 – 9,431,164 –

Masteel Group Kang 

 Tei Building

 and Installing Industry 

 Co., Ltd (iii) 2,184,615 – 4,103,970 –

Masteel Group Road and 

 Bridge Construction 

 Co., Ltd (iii) 19,463,669 1 22,779,945 1

Masteel Group 

 Construction Co., Ltd (iii) 70,868,208 3 74,849,516 3

Maanshan Jiang Hua 

 Commodity Concrete 

 Co., Ltd (iii) 22,369,608 1 9,821,988 1

Others (iii) 748,687 – 508,001 –
     

Total  162,378,270 7 131,651,725 5
     

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

agreed between the Company and the related parties.
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

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

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Holding (iii) 63,947,426 8 20,559,559 3

Masteel Group 

 Construction Co., Ltd (iii) 57,030,867 7 10,285,271 1

Maanshan Jiang Hua 

 Commodity Concrete 

 Co., Ltd (iii) 444,782 – 514,798 –

Others (iii) 8,319,284 1 7,916,067 1
     

Total (iii) 129,742,359 16 39,275,695 5
     

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

agreed between the Company and the related parties.

(7) Sale of steel products and related by products

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Holding (iii) 1,008,051 – – –

Maanshan Jiang Hua 

 Commodity Concrete 

 Co., Ltd (iii) 3,810,977 – 3,992,940 –

Others (iii) – – 939,136 –
     

Total  4,819,028 – 4,932,076 –
     

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

agreed between the Company and the related parties
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

(8) Interest expense

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Holding (iv) 2,988,949 0.3 3,238,589 0.2
     

(iv) Certain bank loans of RMB46,000,000 in aggregate (2008: RMB60,000,000) were lent by 

Holding through an entrusted loan arrangement with the Industrial and Commercial Bank of 

China, with the credit term being one year and annual interest rates was 4.78%.

(9) Purchases of coke from associates

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Jiyuan Shi Jin Ma Coke (v) 221,440,185 10 1,376,325,914 34

Tengzhou Sheng 

 Long Coke (v) 223,490,459 11 32,665,654 1
     

Total  444,930,644 21 1,408,991,568 35
     

(v) These transactions were made between the Group and Jiyuan JinMa Coke, Tengzhou 

Shenglong Coke, Maanshan Harbor and were conducted in accordance with the terms 

mutually agreed between the parties.
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

(10) Loading expenses paid to associates

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

Maanshan Harbor

 Co., Ltd (v) 140,748,478 14 158,847,603 12
     

(v) These transactions were made between the Group and Jiyuan JinMa Coke, Tengzhou 

Shenglong Coke, Maanshan Harbor and were conducted in accordance with the terms 

mutually agreed between the parties.

(11) Rental income from a jointly-controlled entity

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

BOC-Ma Steel (vi) 1,250,000 100 1,250,000 100
     

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

in accordance with the terms mutually agreed between them.

(12) Fee received for the supply of electricity from a jointly-controlled entity

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

BOC-Ma Steel (vi) 239,756,694 56 258,573,916 59
     

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

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

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

(13) Fee received for utilities and facilities from a jointly-controlled entity

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

BOC-Ma Steel (vi) 4,678,139 100 4,528,129 100
     

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

in accordance with the terms mutually agreed between them.

(14) Purchase of gas products from a jointly-controlled entity

 2009 2008

   Similar  Similar

  Amount transaction Amount transaction

 Note RMB % RMB %

 

BOC-Ma Steel (vi) 463,502,280 100 521,560,820 100
     

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

in accordance with the terms mutually agreed between them.

The transactions (i), (ii), (iii), (v) and (vi) above are the significant transactions carried out 

between the Group and its related parties during the period.
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

5. THE SIGNIFICANT TRANSACTIONS CARRIED OUT BETWEEN THE GROUP AND ITS RELATED 

PARTIES DURING THE YEAR (CONTINUED)

(15) Guarantee for related party

  Guarantee Guarantee Started End Is guarantee

2009 Note name amount date date mature

Holding (vii) Company 888M 2009.2 2010.2 Yes as at

      the signing

      date of the

      report

  Guarantee Guarantee Started End Is guarantee

2008 Note name amount date date mature

Holding (vii) Company 2,238M 2008.3-2008.12 2010.3-2011.12 No

(vii) Holding has guaranteed certain bank loans of the Group amounting approximately to 

RMB0.888 billion (2008: approximately RMB2.238 billion) as at the balance sheet date at 

nil consideration. Holding has guaranteed bonds with warrants amounting approximately to 

RMB9.286 billion (2008: approximately RMB13.1 billion) as at the balance sheet date at nil 

consideration.

(16) Salary paid to key managements of related party

The total amount of the Group paid to the company’s key management salary (including 

in the form of monetary, practicality and other form) was RMB5,652,593 during the 

current year (2008: RMB5,094,097).

(17) On 4 May 2008, Holly Industrial, a subsidiary of the Company, acquired a 75% of equity 

interests in Masteel Auto-Parking from Holding.

(18) Further details on balances with Holding and its subsidiaries, and the Group’s associates 

are set out in Note VI.6 to the financial statement. These balances are unsecured, 

interest-free and have no fixed terms of repayment.
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

6. RECEIVABLE FROM/PAYABLE TO RELATED PARTIES

 2009 2008

  

Prepayments:

Holding and its subsidiaries

 Masteel Group Road and Bridge Construction Co., Ltd 1,196,610 –

 Others entities controlled by Holding 286,100 –
   

Total 1,482,710 –
   

Associates and a Jointly-controlled entity of the Group

 Tengzhou Shenglong Coke 7,670,646 –
   

Accounts payable:

Holding and its subsidiaries

 Masteel Group Construction Co., Ltd 57,443,759 31,460,834

 Masteel Group Road and Bridge Construction Co., Ltd 14,819,317 3,952,551

 Holding 19,052,891 2,533,954

 Others entities controlled by Holding 18,708,229 27,734,695
   

Total 110,024,196 65,682,034
   

Associates and a Jointly-controlled entity of the Group

 BOC-Ma Steel 13,002,377 58,946,695

 Jiyuan JinMa Coke 435,037 31,789,555

 Maanshan Harbor 20,915,943 14,342,794

 Tengzhou Shenglong Coke – 1,117,732
   

Total 34,353,357 106,196,776
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VI. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

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

 2009 2008

  

Trade receivables:

Holding and its subsidiaries
 Holding 12,864,891 –
 Maanshan Jiang Hua Commodity Concrete Co., Ltd 2,172,501 3,965,303
 Masteel Group Construction Co., Ltd 12,244,346 –
 Others entities controlled by Holding 87,229 101,113
   

Total 27,368,967 4,066,416
   

Associates and a Jointly-controlled entity of the Group
 Maanshan Harbor 1,149,140 –
   

Deposits received:

Holding and its subsidiaries
 Masteel Group Gu Shan Mining Co., Ltd – 85,991,652
 Anhui BRC & Masteel Weldmesh Co., Ltd 18,049,860 40,985,721
 Holding – 364,303
 Masteel Group Co., Ltd. Dangtu operating subsidiary 79,230,540 –
 Others entities controlled by Holding 3,791,840 2,741,811
   

Total 101,072,240 130,083,487
   

Associates and a Jointly-controlled entity of the Group
 Jiyuan JinMa Coke 366,568 –
   

Dividends receivable:

Associates and a Jointly-controlled entity of the Group
 BOC-Ma Steel 6,751,198 –
 Jiyuan JinMa Coke 18,000,000 –
   

 Total 24,751,198 –
   

Dividends payable:

Holding 695,945,600 1,095,945,600
   

These balances are unsecured, interest-free and have no fixed terms of repayment.
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VII. CONTINGENT LIABILITIES

1. GUARANTEE

As at 31 December 2009, the Company had provided guarantees amounting to approximately 

RMB3,857 million (31 December 2008: approximately RMB3,814 million) to banks for trading 

facilities granted to certain subsidiaries.

2. DIFFERENCE OF CORPORATE INCOME TAX

As detailed in Note Ⅲ. 3 to the financial statements, the Group still has potential risks on 

corporate income tax in prior years to be determined. The directors of the Company consider 

that it is not possible to reliably estimate whether the relevant tax authorities will retrospectively 

claim additional CIT from the Company and that it is not possible to reliably estimate the 

eventual outcome of this matter. Consequently, no provision or adjustment has been made in 

these financial statements in respect of the extra tax and related tax concessions, deferred tax, 

penalty and interests (if applicable).

VIII. COMMITMENTS

1. THE COMMITMENTS OF THE GROUP AS AT THE BALANCE SHEET DATE WERE AS FOLLOWS:

 2009 2008

 RMB’000 RMB’000

  

Capital commitments

 Authorised, but not contracted for 4,872,181 19,367,543

 Contracted, but not provided for 1,860,432 811,231
   

Total 6,732,613 20,178,774
   

Investment commitments

 Contracted, but not fully contributed – 9,000
   

2. SHARE OF THE COMMITMENTS OF THE JOINTLY-CONTROLLED ENTITY BY THE GROUP (NOT 

INCLUDED IN NOTE 1 ABOVE) WERE AS FOLLOWS:

 2009 2008

 RMB’000 RMB’000

  

Capital commitments

 Authorised, but not contracted for 797 766
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IX. POST BALANCE SHEET EVENTS
1. At 4 February 2010, the Company issued the first round of medium-term commercial papers 

with a 3-year term and an annual interest rate of 4.45% for an aggregate amount of RMB1 

billion.

2. At 30 March 2010, the board of directors proposed a final dividend of RMB4 cents per share 

totaling RMB308,027,247 to all equity shareholders of the Company. The proposed final 

dividend is subject to the approval of the Company’s shareholders at the forthcoming annual 

general meeting.

X. OTHER SIGNIFICANT EVENTS

1. LEASES

As lessor

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

ranging from 5 to18 years. The periodic rent is fixed during the operating lease periods.

 2009 2008

  

Remaining lease period

Within 1 year, inclusive 1,750,000 1,250,000

1 to 2 years, inclusive 1,750,000 1,250,000

2 to 3 years, inclusive 1,750,000 1,250,000

Over 3 years 13,407,534 13,907,534
   

Total 18,657,534 17,657,534
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

2. ASSETS AT FAIR VALUE

2009

  Fair value

  gains or Accumulated

  loss through fair value Provision

 Opening profit or through for the Closing

 balance loss equity year balance

 

Financial assets

Financial assets

 at fair value through

 profit or loss 813,250 224,110 – – 1,037,360
     

2008

  Fair value

  gains or Accumulated

  loss through fair value Provision

 Opening profit or through for the Closing

 balance loss equity year balance

Financial assets

Financial assets

 at fair value through

 profit or loss 1,462,770 (1,033,080) – – 813,250
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

3. FINANCIAL ASSETS AND LIABILITIES AT FOREIGN CURRENCY

2009

  Fair value

  gains or Accumulated

  loss through fair value Provision

 Opening profit or through for the Closing

 balance loss equity year balance

 

Financial assets

Cash and balances

 with financial

 institutions 856,913,939 – – – 2,451,586,939

Loans and trade

 receivables 311,197,065 – – – 126,848,334
     

Financial liabilities

Borrowings 1,227,855,340 – – – 5,735,688,000

Trade payables 57,900,298 – – – 165,525,098
     

2008

  Fair value

  gains or Accumulated

  loss through fair value Provision

 Opening profit or through for the Closing

 balance loss equity year balance

Financial assets

Cash and balances

 with financial

 institutions 321,246,190 – – – 856,913,939

Loans and trade

 receivables 562,160,399 – – – 311,197,065
     

Financial liabilities

Borrowings 2,042,593,155 – – – 1,227,855,340

Trade payables 321,308,222 – – – 57,900,298
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

4. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised as a single business unit focusing on the 

manufacture and sales of iron and steel products and related by-products, and, therefore, has 

no separable operating segment.

The Group’s information

Products and service information

External principle operation income

 2009 2008

  

Sale of steel products 47,816,746,896 65,973,162,367

Sale of steel billets and pig iron 393,350,530 505,389,727

Sale of coke by-products 659,626,673 795,179,392

Others 1,541,830,381 2,735,848,984
   

Total 50,411,554,480 70,009,580,470
   

Geographical information

External principle operation income

 2009 2008

  

The PRC 49,661,673,870 65,516,697,703

Overseas 749,880,610 4,492,882,767
   

Total 50,411,554,480 70,009,580,470
   

Non-current assets

 2009 2008

  

The PRC 43,039,681,892 46,195,884,880

Overseas 114,320,358 89,106,941
   

Total 43,154,002,250 46,284,991,821
   

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

financial instruments and deferred tax assets.
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

4. OPERATING SEGMENT INFORMATION (CONTINUED)

The Group’s information (continued)

Major customer information

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

more of its revenue.

5. FINANCIAL INSTRUMENTS AND RISKS

The Group’s principal financial instruments comprise interest-bearing bank, bonds with warrants, 

other borrowing and cash and bank balances. The main purpose of these financial instruments 

is to raise finance for the Group’s capital expenditure and operations. The Group has various 

other financial assets and liabilities such as trade receivables and accounts payable etc., which 

arise directly from its operations.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk, interest 

rate risk and foreign currency risk.
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)
5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(1) Classification of financial instruments

The carrying amounts of each of the categories of financial instruments as at the balance 
sheet date are as follows:

2009
Financial Assets
 Financial 
 assets at   Available-
 at fair value Held-to loans for-sale
 through profit maturity and financial
 or loss investments receivables assets Total

 

Cash and balances
With financial
 institutions – – 8,700,317,608 – 8,700,317,608
Financial assets
 held for trading 1,037,360 – – – 1,037,360
Bill receivables – – 4,421,189,686 – 4,421,189,686
Trade receivables – – 822,930,091 – 822,930,091
Other receivables – – 268,164,615 – 268,164,615
Dividends receivable – – 24,751,198 – 24,751,198
     

Total 1,037,360 – 14,237,353,198 – 14,238,390,558
     

Financial Liabilities
 Financial 
 liabilities
 at fair value Other
 through profit financial
 or loss liabilities Total

 

Short-term loans – 1,173,245,805 1,173,245,805
Bills payable – 5,400,287,600 5,400,287,600
Accounts payable – 6,315,104,235 6,315,104,235
Interests payable – 8,138,718 8,138,718
Dividends payable – 701,538,763 701,538,763
Other payables – 753,587,311 753,587,311
Non-current liabilities
 due within one year – 816,000,000 816,000,000
Long term loans – 13,603,960,000 13,603,960,000
Bonds payable – 5,165,409,845 5,165,409,845
   

Total – 33,937,272,277 33,937,272,277
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(1) Classification of financial instruments (continued)

2008

Financial Assets

 Financial assets   Available-

 at fair value Held-to- Loans for-sale

 through profit maturity and financial

 or loss investments receivables assets Total

Cash and balances with

 financial institutions – – 5,951,087,213 – 5,951,087,213

Financial assets

 held for trading 813,250 – – – 813,250

Bill receivables – – 1,267,254,719 – 1,267,254,719

Trade receivables – – 626,727,102 – 626,727,102

Other receivables – – 436,494,366 – 436,494,366

Non-current assets

 due within one year – 2,938,870 – – 2,938,870
     

Total 813,250 2,938,870 8,281,563,400 – 8,285,315,520
     

Financial Liabilities

 Financial liabilities

 at fair value Other

 through profit financial

 or loss liabilities Total

Short-term loans – 1,154,000,000 1,154,000,000

Bills payable – 1,049,125,831 1,049,125,831

Accounts payable – 7,525,140,482 7,525,140,482

Interests payable – 44,099,563 44,099,563

Dividends payable – 1,101,575,013 1,101,575,013

Other payables – 802,838,050 802,838,050

Non-current liabilities

 due within one year – 223,579,337 223,579,337

Long term loans – 15,666,296,218 15,666,296,218

Bonds payable – 4,992,975,444 4,992,975,444
   

Total – 32,559,629,938 32,559,629,938
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(2) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for 

the other party by failing to discharge an obligation.

The Group’s exposure to credit risk mainly arises from default or delinquency in principal 

payment trade receivables. The Group trades only with recognised and creditworthy third 

parties. It is the Group’s policy that all customers who wish to trade on credit terms are 

subject to credit verification procedures. In addition, trade receivables and bills receivable 

balances are monitored on an ongoing basis and the Group’s exposure to bad debts is 

not significant. For transactions that are not denominated in the functional currency of 

the relevant operating unit, the Company does not offer credit terms without the specific 

approval of the Head of Credit Control.

With respect to credit risk arising from the other major financial assets of the Group, 

which comprise cash and bank balances and other receivables, the Group’s exposure 

to credit risk arises from default of the counterparties, with a maximum exposure equal 

to the carrying amounts of these instruments. The Group is also exposed to credit risk 

through granting financial guarantees to its subsidiaries, further details of which are 

disclosed in note VII to the financial statements.

Since the Group trades only with recognised and creditworthy third parties, there 

is no requirement for collateral. At the balance sheet date, the Group has certain 

concentrations of credit risk as 28% (2008: 25%) and 47% (2008: 58%) of the Group’s 

trade receivables were due from the Group’s largest customer and five largest customers.

Further quantitative data in respect of the Group’s exposure to credit risk arising from 

trade and other receivables are disclosed in note V.4 and 7 to the financial statement.
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(2) Credit risk (continued)

As at 31 December, the aged analysis of the Group’s financial assets that are not 

considered to be impaired is as follows:

2009

 Overdue but not impaired
 

  Neither overdue Less than Over

 Total nor impaired six months six months

 

Trade receivables 822,930,091 778,700,080 18,623,639 25,606,372

Bills receivable 4,421,189,686 4,421,189,686 – –

Dividends receivable 24,751,198 24,751,198 – –

Other receivables 268,164,615 262,700,971 3,677,710 1,785,934
    

2008

 Overdue but not impaired
 

  Neither overdue Less than Over

 Total nor impaired six months six months

Trade receivables 626,727,102 577,145,366 25,313,382 24,268,354

Bills receivable 1,267,254,719 1,267,254,719 – –

Other receivables 436,494,366 435,252,966 1,199,784 41,616

Non-current assets

 due within one year 2,938,870 2,938,870 – –
    

As at 31 December 2009, the Group’s trade receivables and other receivables that 

are not considered to be impaired were mainly related to a number of independent 

customers that have a good track record with the Group. Based on past experience, the 

directors of the Company are of the opinion that no provision for impairment is necessary 

in respect of these balances as there has not been significant change in credit quality 

and the balances are still considered fully recoverable. The Group does not hold any 

collateral or other credit enhancements over these balances.
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)
5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(3) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 

associated with financial liabilities.

The Company applies a planning tool of liquidity circulation to manage liquidity risk of 

funding shortfalls, which takes both maternity of financial instruments and estimated 

operating cash flow of the Company into consideration.

The maturity profile of the Group’s financial liabilities as at the balance sheet date was as 

follows:

2009

Financial Assets

 Within 1 to 2 2 to 3 3 to 5 Over

 1 year years years years 5 years Total

 

Cash and balances

 with financial

 institutions 8,700,317,608 – – – – 8,700,317,608

Financial assets

 held for trading 1,037,360 – – – – 1,037,360

Bills receivable 4,421,189,686 – – – – 4,421,189,686

Trade receivables 843,470,753 – – – – 843,470,753

Dividend receivables 24,751,198 – – – – 24,751,198

Other receivables 275,235,112 – – – – 275,235,112
      

Financial Liabilities

 Within 1 to 2 2 to 3 3 to 5 Over

 1 year years years years 5 years Total

 

Short term loans 1,191,926,384 – – – – 1,191,926,384

Bills payables 5,400,287,600 – – – – 5,400,287,600

Trade payables 6,315,104,235 – – – – 6,315,104,235

Interests payable 8,138,718 – – – – 8,138,718

Dividends payable 701,538,763 – – – – 701,538,763

Other payables 753,587,311 – – – – 753,587,311

Non-current

 liabilities due

 within one year 833,271,900 – – – – 833,271,900

Long term loans 446,043,445 11,464,352,251 2,483,290,528 – – 14,393,686,224

Bonds payable 77,000,000 5,577,000,000 – – – 5,654,000,000
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(3) Liquidity risk (CONTINUED)

2008

Financial Assets

 Within 1 to 2 2 to 3 3 to 5 Over

 1 year years years years 5 years Total

Cash and balances

 with financial

 institutions 5,951,087,213 – – – – 5,951,087,213

Financial assets

 held for trading 813,250 – – – – 813,250

Bills receivable 1,267,254,719 – – – – 1,267,254,719

Trade receivables 646,542,593 – – – – 646,542,593

Other receivables 443,564,863 – – – – 443,564,863

Non-current

 assets due

 within one year 2,938,870 – – – – 2,938,870
      

Financial Liabilities

 Within 1 to 2 2 to 3 3 to 5 Over

 1 year years years years 5 years Total

Short term loans 1,181,403,461 – – – – 1,181,403,461

Bills payables 1,049,125,831 – – – – 1,049,125,831

Trade payables 7,525,140,482 – – – – 7,525,140,482

Interests payable 44,099,563 – – – – 44,099,563

Dividends payable 1,101,575,013 – – – – 1,101,575,013

Other payables 802,838,050 – – – – 802,838,050

Non-current

 liabilities due

 within one year 229,305,651 – – – – 229,305,651

Long term loans 807,957,895 8,806,563,844 6,259,421,354 1,462,338,271 – 17,336,281,364

Bonds payable 77,000,000 77,000,000 5,577,000,000 – – 5,731,000,000
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(4) Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument 

will fluctuate because of changes in market price. The main market risk the Company 

exposed to is interest rate risk and foreign currency risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 

will fluctuate because of changes in market interest rates. The Group’s exposure to the 

risk of changes in market interest rates relates primarily to the Company’s long term debt 

obligations with a floating interest rate.

Change in market interest rates could have insignificant impact on the Group’s total 

equity apart from the retained earnings. 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 profit before tax (through the impact on floating rate 

borrowings).

 Increase/ Increase/

 (decrease) in (decrease) in

 basis points profit before tax

 

2009

RMB 0.5 (29,725,000)

USD 0.5 (18,436,000)

RMB (0.5) 29,725,000

USD (0.5) 18,436,000

2008

RMB 0.5 (50,925,000)

USD 0.5 (1,606,000)

RMB (0.5) 50,925,000

USD (0.5) 1,606,000
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(4) Market Risk (continued)

Foreign currency risk

Foreign currency risk is that the fair value or future cash flows of a financial instrument 

will fluctuate because of changes in foreign exchange rates. The foreign currency risk of 

the Group was mainly derived from its operating activities (when the currencies of receipt 

and payment were different from the Group’s functional currency) and its net investment 

arising from overseas subsidiaries.

The Group was facing transactional foreign currency risk. Such risk was derived from 

the sales and purchases carried out by operating units which were denominated in 

currencies other than its functional currencies. The Group has 1% (2008: 6%) of the 

sales amount were generated from sale of the operating units which transacted in 

currencies other than their functional currencies.

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

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

were denominated in United Stated dollar, Euro and Japanese Yen. Fluctuations of the 

exchange rates of Renminbi against these foreign currencies can affect the Group’s 

results of operations.

The carrying amount 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 note V.1, 4, 18, 20 and 27 to the financial statements 

respectively.

The aforesaid foreign currencies could have insignificant impact on the Group’s total 

equity apart from the retained earnings. 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 profit before tax (due to changes in the fair value of monetary assets and 

liabilities).
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X. OTHER SIGNIFICANT EVENTS (CONTINUED)

5. FINANCIAL INSTRUMENTS AND RISKS (CONTINUED)

(4) Market Risk (continued)

Foreign currency risk (continued)

 Increase/ Increase/

 (decrease) in (decrease) in

 exchange rate profit before tax

 

2009

Depreciation of RMB to USD 5 (30,845,413)

Depreciation of RMB to Euro 5 (113,342)

Depreciation of RMB to Japanese Yen 5 (877,899)

Appreciation of RMB to USD (5) 30,845,413

Appreciation of RMB to Euro (5) 113,342

Appreciation of RMB to Japanese Yen (5) 877,899

2008

Depreciation of RMB to USD 5 (1,442,354)

Depreciation of RMB to Euro 5 (169,200)

Depreciation of RMB to Japanese Yen 5 (9,255,494)

Appreciation of RMB to USD (5) 1,442,354

Appreciation of RMB to Euro (5) 169,200

Appreciation of RMB to Japanese Yen (5) 9,255,494

6. COMPARATIVE AMOUNTS

Certain comparative amounts have been restated to comply with presentation requirements of 

CAS during the current year.
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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:

 2009 2008

  

Within one year 1,003,647,048 826,056,700

One to two years 62,300,156 12,966,706

Two to three years 7,532,611 493,596

Over three years 15,912,041 17,586,516
   

 1,089,391,856 857,103,518

Less: Provisions for bad debts 18,020,332 17,082,331
   

Total 1,071,371,524 840,021,187
   

As at 31 December 2009, the Company’s trade receivables as a whole were pledged to acquire 

bank loans amounting to RMB680,000,000 (2008: nil), further details are stated in Note V. 27 to 

the financial statements.

Trade receivables balance is analysed as follows:

 2009 2008
  

 Book Value Provision for bad debts  Book Value Provision for bad debts

 Balance Ratio Amount Ratio Balance Ratio Amount Ratio

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

 

Individually significant 667,700,187 61 (14,184,569) 2 497,801,875 58 (14,858,489) 3

Other insignificant 421,691,669 39 (3,835,763) 1 359,301,643 42 (2,223,842) 1
       

Total 1,089,391,856 100 (18,020,332)  857,103,518 100 (17,082,331)
       

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

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

1. TRADE RECEIVABLES (CONTINUED)

The following balances are denominated in foreign currencies:

 2009 2008
  

 Original Exchange RMB Original Exchange RMB

 currency rate equivalents currency rate equivalents

 

USD 14,803,550 6.8282 101,081,600 5,903,044 6.8346 40,344,943
      

An analysis of the amount of provision for bad debts being written off in the current year:

Reason 2009 2008

  

Bankrupt or liquidated debtors – –

Debtors with age over 3 years and demonstrated by

 sufficient evidence that they were irrecoverable – –

Less: Reversal of bad debts provisions

     written-off in prior year 938,001 673,920
   

Total (938,001) (673,920)
   

As at 31 December 2009, the top five largest customers were as follows:

 Relation with   Ratio

 the Group Balance Aging (%)

    

Company 1 Subsidiary 247,050,549 Within one year 23

Company 2 Independent third party 235,794,221 Within one year 22

Company 3 Independent third party 117,618,163 Within one year 10

Company 4 Subsidiary 76,945,027 Within one year 7

Company 5 Subsidiary 32,035,868 One to two years 3
    

  709,443,828  65
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

1. TRADE RECEIVABLES (CONTINUED)

As at 31 December 2008, the top five largest customers were as follows:

 Relation with   Ratio

 the Group Balance Aging (%)

Company 1 Subsidiary 231,726,257 Within one year 27

Company 2 Independent third party 164,022,816 Within one year 19

Company 3 Independent third party 118,648,489 Within one year 14

Company 4 Subsidiary 43,467,247 Within one year 5

Company 5 Independent third party 40,346,713 Within one year 5
    

  598,211,522  70
    

2. OTHER RECEIVABLES

An aged analysis of the other receivables is as follows:

 2009 2008

  

Within one year 15,907,119 35,450,910

One to two years 1,568,803 13,077,473

Two to three years 12,772,383 159,998

Over three years 6,027,500 6,448,554
   

 36,275,805 55,136,935

Less: Provisions for bad debts 6,930,913 6,930,913
   

Total 29,344,892 48,206,022
   

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

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

2. OTHER RECEIVABLES (CONTINUED)

Other receivables balance is analysed as follows:

 2009 2008
  

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

 Balance rate Amount rate Balance rate Amount rate

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

 

Individually significant 25,713,768 71 (2,400,000) 9 14,694,877 27 (2,400,000) 16

Other insignificant 10,562,037 29 (4,530,913) 43 40,442,058 73 (4,530,913) 11
       

Total 36,275,805 100 (6,930,913)  55,136,935 100 (6,930,913)
       

During 2009, there was no provision for bad debts against other receivables being written off.

As at 31 December 2009, the top five largest customers were as follows:

 Relation with   Ratio

 the Group Balance Aging (%)

    

Company 1 Subsidiary 12,294,876 Two to three years 34

Company 2 Independent third party 6,071,521 Within one year 17

Company 3 Independent third party 2,581,529 Within one year 7

Company 4 Independent third party 2,400,000 Over three years 7

Company 5 Independent third party 2,363,792 Within one year 6
    

  25,711,718  71
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

2. OTHER RECEIVABLES (CONTINUED)

As at 31 December 2008, the top five largest customers were as follows:

 Relation with   Ratio

 the Group Balance Aging (%)

Company 1 Subsidiary 12,294,877 One to two years 22

Company 2 Independent third party 2,400,000 Over three years 4

Company 3 Independent third party 1,288,268 Over three years 2

Company 4 Independent third party 960,000 Over three years 2

Company 5 Independent third party 931,325 Within one year 2
    

  17,874,470  32
    

3. INVENTORIES

 2009 2008
  

  Provision for Carrying  Provision for Carrying

 Balance impairment Amount Balance impairment Amount

 

Raw materials 4,113,383,909 (33,417,210) 4,079,966,699 6,392,007,022 (1,386,327,171) 5,005,679,851

Spare parts 1,938,036,537 (48,626,768) 1,889,409,769 2,460,975,962 (24,503,803) 2,436,472,159

Finished goods 366,398,702 – 366,398,702 719,800,677 (110,196,751) 609,603,926

Work in progress 1,240,866,893 – 1,240,866,893 937,179,879 (143,476,078) 793,703,801

Construction

 contract 152,798,558 – 152,798,558 145,555,456 – 145,555,456
      

Total 7,811,484,599 (82,043,978) 7,729,440,621 10,655,518,996 (1,664,503,803) 8,991,015,193
      

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

At each 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 realisable value is the estimated selling price under the normal 

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

and related taxes. In 2008 and 2009, there was no reversal of impairment provision against 

inventories.
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS

 2009 2008

  

Long term investments under equity method

 Jointly controlled entities (i) 309,672,504 304,278,936

 Associates (ii) 562,567,167 492,678,334

Long term investments under cost method

 Subsidiaries (iii) 1,200,552,795 1,118,243,986

 Other equity investments (iv) 108,772,160 102,917,360
   

 2,181,564,626 2,018,118,616

Less: Impairment – –
   

Total 2,181,564,626 2,018,118,616
   

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

investments as at the balance sheet date.

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

5.
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)
4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(i) Jointly controlled entities

 2009
 

     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

 

BOC-Ma Steel 234,000,000 304,278,936 67,895,146 (63,351,198) (63,351,198) 308,822,884

MASTEEL-CMI 500,000 – 849,620 – – 849,620

Less: Impairment  – – –  –
      

  304,278,936 68,744,766 (63,351,198)  309,672,504
      

 2008
 

     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

BOC-Ma Steel 234,000,000 268,305,755 68,563,648 (32,590,467) (32,590,467) 304,278,936

Less: Impairment  – – –  –
      

  268,305,755 68,563,648 (32,590,467)  304,278,936
      

Major financial information of the jointly controlled entities:

2009

Name of Total assets Total liabilities Net assets Revenue Net profit

investee Balance Balance Balance Amount Amount

 

BOC-Ma Steel 696,781,884 79,136,116 617,645,768 463,502,280 135,790,292

MASTEEL-CMI 4,283,022 2,572,037 1,710,985 3,300,000 699,240
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii) Associates

 2009
 

     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 Making 80,000,000 169,782,128 50,587,964 (18,000,000) (18,000,000) 202,370,092

Tengzhou 

 Shenglong

 Coke Making 66,776,000 148,454,112 32,243,829 – – 180,697,941

Shanghai 

 DaZhong Steel

 Exchange 

 Center 4,000,000 15,665,292 18,413,678 (25,200,000) (25,200,000) 8,878,970

Maanshan City

 Harbour 112,500,000 158,776,802 13,643,363 (1,800,000) (1,800,000) 170,620,165
      

  492,678,334 114,888,834 (45,000,000)  562,567,168

Less: Impairment  – – –  –
      

  492,678,334 114,888,834 (45,000,000)  562,567,168
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii) Associates (continued)

 2008
 

     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 Making 80,000,000 132,550,015 64,707,809 (27,475,696) (27,475,696) 169,782,128

Tengzhou 

 Shenglong

 Coke Making 66,776,000 109,624,049 38,830,063 – – 148,454,112

Shanghai 

 DaZhong Steel

 Exchange

  Center 4,000,000 18,609,113 7,056,179 (10,000,000) (10,000,000) 15,665,292

Maanshan City

 Harbour 112,500,000 136,466,488 23,900,459 (1,590,145) (1,590,145) 158,776,802
      

  397,249,665 134,494,510 (39,065,841)  492,678,334

Less: Impairment  – – –  –
      

  397,249,665 134,494,510 (39,065,841)  492,678,334
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(ii) Associates (continued)

Major financial information of associates:

2009

Name of Total assets Total liabilities Net assets Revenue Net profit

investee balance balance balance amount amount

 

Jiyuan Jinma

 Coke Making 1,565,809,475 1,031,421,308 534,388,167 2,474,501,752 140,902,284

Tengzhou 

 Shenglong

 Coke Making 1,074,538,973 517,024,691 557,514,282 1,455,591,252 100,761,965

Shanghai DaZhong 

 Steel Exchange 

 Center 1,941,794,680 1,882,024,067 59,770,613 161,053,086 91,961,652

Maanshan City 

 harbour 891,883,115 507,278,200 384,604,915 221,631,405 33,146,857
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iii) Subsidiaries

 2009
 

 Initial  Increase Decrease

 investment Opening during during Closing

Name of investee cost balance the year the year balance

 

Ma Steel I&E 50,000,000 50,000,000 – – 50,000,000

Design & Research

 Institute 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 24,854,930 19,588,137 – 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 44,134,686 62,720,672 – 106,855,358

Used Vehicle Trading 500,000 500,000 – – 500,000

Wuhu Technique 26,625,000 106,500,000 – – 106,500,000
     

  1,118,243,986 82,308,809 – 1,200,552,795

Less: Impairment  – – – –
     

Total  1,118,243,986 82,308,809 – 1,200,552,795
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iii) Subsidiaries (continued)

 2008
 

 Initial  Increase Decrease

 investment Opening during during Closing

Name of investee Cost balance the year the year balance

Ma Steel I&E 50,000,000 50,000,000 – – 50,000,000

Design & Research

 Institute 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 24,854,930 – – 24,854,930

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) 237,495,000 237,495,000 117,505,000 – 355,000,000

Ma Steel (Hefei) 

 Processing 73,200,000 73,200,000 – – 73,200,000

Ma Steel (Yangzhou)

Processing 116,462,300 116,462,300 – – 116,462,300

Ma Steel Roller 22,720,806 22,720,806 21,413,880 – 44,134,686

Used Vehicle Trading 500,000 500,000 – – 500,000

Wuhu Technique 26,625,000 26,625,000 79,875,000 – 106,500,000
     

  899,450,106 218,793,880 – 1,118,243,986

Less: Impairment  – – – –
     

Total  899,450,106 218,793,880 – 1,118,243,986
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

4. LONG TERM EQUITY INVESTMENTS (CONTINUED)

(iv) Other equity investments

 2009
 

 Initial  Increase Decrease

 investment Opening during during Closing

Name of investee cost balance the year the year balance

 

河南龍宇能源

 股份有限公司 10,000,000 10,000,000 – – 10,000,000

中國第十七冶金

 建設有限公司 2,700,000 2,700,000 5,854,800 – 8,554,800

上海羅涇礦石

 碼頭有限公司 88,767,360 88,767,360 – – 88,767,360

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

  102,917,360 5,854,800 – 108,772,160

Less: Impairment  – – – –
     

Total  102,917,360 5,854,800 – 108,772,160
     

 2008
 

 Initial  Increase Decrease

 investment Opening during during Closing

Name of investee cost balance the year the year balance

河南龍宇能源

 股份有限公司 10,000,000 10,000,000 – – 10,000,000

中國第十七冶金

 建設有限公司 2,700,000 2,700,000 – – 2,700,000

上海羅涇礦石

 碼頭有限公司 88,767,360 88,767,360 – – 88,767,360

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

  102,917,360 – – 102,917,360

Less: Impairment  – – – –
     

Total  102,917,360 – – 102,917,360
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5. ASSETS IMPAIRMENT PROVISIONS

 2009
 

  Increase

 Opening during the Decrease during the year Closing
   

 Balance year Reversal Write-back Write-off balance

 

Provisions for bad debts 24,013,244 – – – 938,001 24,951,245

 Including: Trade receivables 17,082,331 – – – 938,001 18,020,332

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

Provisions for inventories 1,664,503,803 57,810,860 – (1,640,270,685) – 82,043,978

 Including: Raw Materials 1,386,327,171 33,417,210 – (1,386,327,171) – 33,417,210

       Work in Process 143,476,078 – – (143,476,078) – –

       Finished goods 110,196,751 – – (110,196,751) – –

       Spare parts 24,503,803 24,393,650 – (270,685) – 48,626,768

Impairment of held-to-maturity 

 investments – – – – – –

Impairment of long term equity 

 investments – – – – – –

Impairment of investment 

 properties – – – – – –

Impairment of fixed assets 90,675,644 – – – – 90,675,644

 Including: Buildings and

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

       Plant, machinery

        and equipment 85,423,244 – – – – 85,423,244

Impairment of construction 

 in progress – – – – – –

Impairment of intangible assets – – – – – –
      

Total 1,779,192,691 57,810,860 – (1,640,270,685) 938,001 197,670,867
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

5. ASSETS IMPAIRMENT PROVISIONS (CONTINUED)

 2008
 

 Opening Increase

 Balance during the Decrease during the year Closing
   

 (restated) year Reversal Write-back Write-off balance

Provisions for bad debts 23,339,324 – – – 673,920 24,013,244

 Including: Trade receivables 16,408,411 – – – 673,920 17,082,331

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

Provisions for inventories 132,103,392 1,664,503,803 – (88,332,339) (43,771,053) 1,664,503,803

 Including: Raw Materials – 1,386,327,171 – – – 1,386,327,171

       Work in Process – 143,476,078 – – – 143,476,078

       Finished goods 9,795,364 110,196,751 – (9,795,364) – 110,196,751

       Spare parts 122,308,028 24,503,803 – (78,536,975) (43,771,053) 24,503,803

Impairment of held-to-maturity 

 investments – – – – – –

Impairment of long term equity 

 investments – – – – – –

Impairment of investment 

 properties – – – – – –

Impairment of fixed assets 90,675,644 – – – – 90,675,644

 Including: Buildings and structures 5,252,400 – – – – 5,252,400

       Plant, machinery and

        equipment 85,423,244 – – – – 85,423,244

Impairment of construction 

 in progress – – – – – –

Impairment of intangible assets – – – – – –
      

Total 246,118,360 1,664,503,803 – (88,332,339) (43,097,133) 1,779,192,691
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

6. REVENUE AND COST OF SALES

Revenue is stated as follows:

 2009 2008

  

Principal operating income 49,011,851,059 68,976,694,106

Other operating income 3,565,952,934 6,171,375,553
   

Total 52,577,803,993 75,148,069,659
   

Cost of sales is stated as follows:

 2009 2008

  

Principal cost of sales 47,055,725,575 63,600,123,120

Other cost of sales 3,626,447,264 6,113,383,372
   

Total 50,682,172,839 69,713,506,492
   

Principle operating income is stated as follows:

 2009 2008

  

Sale of steel products 46,598,790,033 65,495,433,424

Sale of steel billets and pig iron 393,350,530 505,389,727

Sale of coke by-products 659,626,673 795,179,392

Others 1,360,083,823 2,180,691,563
   

Total 49,011,851,059 68,976,694,106
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

6. REVENUE AND COST OF SALES (CONTINUED)

During 2009, the revenue from the top five largest customers are as follows:

  Rate in total

 Amount revenue (%)

 

Company 1 2,377,980,786 4.5

Company 2 2,373,481,571 4.5

Company 3 2,061,397,672 4

Company 4 1,913,087,102 4

Company 5 1,751,322,952 3
   

Total 10,477,270,083 20
   

During 2008, the revenue from the top five largest customers are as follows:

  Rate in total

 Amount revenue (%)

Company 1 4,838,970,188 6

Company 2 2,890,267,030 4

Company 3 2,289,238,885 3

Company 4 1,926,473,482 2.5

Company 5 1,897,323,196 2.5
   

Total 13,842,272,781 18
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

7. ASSETS IMPAIRMENT LOSS

 2009 2008

  

Reversal of provision for bad debts – –

 Including: Trade receivables – –

       Other receivables – –

Provision for inventories 57,810,860 1,664,503,803

Provision of held-to-maturity investments – –

Provision of long term equity investments – –

Provision of investment properties – –

Provision of fixed assets – –

Provision of construction in progress – –

Provision of intangible assets – –
   

Total 57,810,860 1,664,503,803
   

8. INVESTMENT INCOME

 2009 2008

  

Long term equity investments income

 under equity method 183,133,600 203,058,158

Long term equity investments income

 under cost method 38,719,008 110,045,763

Gain on disposal of financial assets held for trading – 220,136

Other investment income 197,352 –
   

Total 222,049,960 313,324,057
   

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

of the Company’s investment income.
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED)

9. CASH FLOWS FROM OPERATING ACTIVITIES

 2009 2008

  

Net profit 90,756,402 866,690,358

Add: Provision/(reversal of provision) for bad debts – –

   Provision for inventories 57,810,860 1,664,503,803

   Depreciation of fixed assets 4,623,401,330 4,400,148,926

   Amortisation of investment properties 405,049 405,049

   Amortisation of intangible assets 31,846,367 30,975,200

   Amortisation of deferred income (77,884,859) (66,001,370)

   (Gain)/Loss on disposal of non-current assets (309,564) 1,497,324

   Financial expenses 859,243,268 1,286,271,306

   Investment income (221,866,037) (313,324,057)

   (Gain)/loss on fair value changes (224,110) 1,033,080

   Increase in deferred tax assets (164,722,213) (344,942,450)

   Decrease in deferred tax liabilities – (179,968)

   (Increase)/decrease in inventories 1,203,763,712 (2,341,043,661)

   Decrease/(increase) in receivables from

    operating activities (1,840,798,786) 3,171,690,497

   Increase/(decrease) in payables from

    operating activities 1,151,684,042 (281,058,992)
   

Net cash flows from operating activities 5,713,105,461 8,076,665,045
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1. NON-RECURRING GAINS OR LOSSES ITEMS

 2009 2008

 

Non-recurring gains or losses items

Loss on disposal of non-current assets – (2,788,556)

Subsidies income 95,218,143 55,705,200

Amortisation of deferred income 79,502,858 66,056,371

Other non-operating income and expense items 13,938,706 (6,622,985)

Gain/(Loss) on fair value changes 224,110 (1,033,080)

Gain on disposal of financial assets held for trading – 220,136

Other investment income 197,352 –

Net profit attributable to subsidiaries accounted for

 under business combination under common control

 to combination date – 9,846,023
  

 189,081,169 121,383,109

Less: Income tax effect of non-recurring gains 

     or losses 29,494,356 27,938,897

    Non-recurring gains or losses attributable

     to minority shareholders 9,205,680 9,237,086
  

Net effect of non-recurring gains or losses 150,381,133 84,207,126
  

Net profit attributable to equity holders of the parent

 excluding non-recurring gains or losses

Net profit attributable to ordinary equity 

 holders of the parent 392,475,316 710,234,350

Less: Net effect of non-recurring gains or losses 150,381,133 84,207,126
  

Net profit attributable to equity holders of the parent

 excluding non-recurring gains or losses 242,094,183 626,027,224
  

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 CSRC.
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2. DIFFERENCES IN FINANCIAL STATEMENTS PREPARED UNDER CAS AND HKFRS

No difference exists on shareholders’ equity and net profit recorded in the consolidated financial 

statements prepared under the CAS and HKFRS.

3. RETURN ON NET ASSETS AND EARNINGS PER SHARE

2009

 Return on 

 net assets Earnings per share (RMB)
  

 (%) Basic Diluted

 

Net profit attributable to equity holders 

 of the parent 1.50 0.051 N/A

Net profit attributable to equity holders of the 

 parent excluding non-recurring gains or losses 0.92 0.031 N/A
   

2008

 Return on 

 net assets Earnings per share (RMB)
  

 (%) Basic Diluted

Net profit attributable to equity holders 

 of the parent 3.06 0.104 N/A

Net profit attributable to equity holders of the 

 parent excluding non-recurring gains or losses 2.70 0.091 N/A
   

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 No.9 – 

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

CSRC.
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4. VARIANCE ANALYSIS

Analysis on items with fluctuation more than 30% (inclusive) in consolidated financial statements is as 

follows:

(1) Cash and bank balances amounted to RMB8,700,317,608, an increase of 46% over the 

previous year, which was mainly attributable to the increase in bills payables during the year.

(2) Bills receivable amounted to RMB4,421,189,686, an increase of 249% over the previous year, 

which was mainly attributable to the increase of bank acceptance bills obtained from steel 

product sales.

(3) Trade receivables amounted to RMB822,930,091, an increase of 31% over the previous year, 

which was mainly attributable to the fact that sales revenue generated in the fourth season is 

higher than that of 2008.

(4) Other receivables amounted to RMB268,164,615, a decrease of 39% over the previous year, 

which was mainly attributable to the decrease in prepayments for import customs and taxes.

(5) Non-current assets due within one year amounted to nil, a decrease of 100% over the previous 

year, which was mainly attributable to the redemption of the 10-year government debenture in 

December 2009.

(6) Investment property amounted to RMB4,727,175, an increase of 292% over the previous 

year, which was mainly attributable to the increase of certain office buildings rented to external 

parties by certain of the subsidiaries.

(7) Construction materials amounted to RMB223,238,270, a decrease of 53% over the previous 

year, which was mainly attributable to decrease of construction in progress constructed during 

the year.

(8) Bills payables amounted to RMB5,400,287,600, an increase of 415% over the previous year, 

which was mainly attributable to the increase the use of bank acceptance bills as a payment for 

the purchasing materials.

(9) Payroll and benefits payable amounted to RMB275,489,773, an increase of 40% over the 

previous year, which was mainly attributable to the increase of unpaid annual bonus as at 31 

December 2009.

(10) Taxes payable amounted to RMB(85,807,517), a decrease of 113% over the previous year, 

which was mainly attributable to the payment of value added taxes payable in current year. 

Such value added tax payable was generated in 2008 but delayed to 2009.
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4. VARIANCE ANALYSIS (CONTINUED)

(11) Dividend payable amounted to RMB701,538,763, a decrease of 36% over the previous year, 

which was mainly attributable to the payment of dividend to the holding.

(12) Interest payables amounted to RMB8,138,718, a decrease of 82% over the previous year, which 

was mainly attributable to the decline of borrowing rate during 2009.

(13) Non-current liabilities due within one year amounted to RMB816,000,000, an increase of 265% 

over the previous year, which was mainly attributable to the increase of long-term loans which 

would expire within one year.

(14) Deferred tax liability amounted to nil, a decrease of 100% over the previous year, which was 

mainly attributable to the reversal of the temporary differences generated the deferred tax 

liabilities.

(15) Other non-current liabilities amounted to nil, a decrease of 100% over the previous year, which 

was mainly attributable to the Group had paid all the liability in relation to the early retirement 

benefits.

(16) Exchange fluctuation reserve amounted to RMB17,419,884, an increase of 136% over the 

previous year, which was mainly attributable to the increase in Australian dollar against Renminbi 

for a subsidiary operated in Australia.

(17) Minority interests amounted to RMB720,208,964, an increase of 38% over the previous 

year, which was mainly attributable to the increase in net profit of certain non-wholly-owned 

subsidiaries in current year.

(18) Business taxes and surcharges amounted to RMB219,403,050, a decrease of 72% over the 

previous year, which was mainly attributable to the decrease in sales compared to year 2008.

(19) Selling expenses amounted to RMB229,232,917, a decrease of 38% over the previous year, 

which was mainly attributable to the decrease in transportation costs and packaging expenses.

(20) Finance expenses amounted to RMB939,046,170, a decrease of 40% over the previous year, 

which was mainly attributable to the decrease in bank loan interest rates.

(21) Asset impairment losses amounted to RMB57,598,030, a decrease of 97% over the previous 

year, which was mainly attributable to decrease in provision for inventories in current year.

(22) Gain on fair value change amounted to RMB224,110, an increase of 122% over the previous 

year, which was mainly attributable to the increase in fair value of the financial assets held for 

trading.
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4. VARIANCE ANALYSIS (CONTINUED)

(23) Non-operating income amounted to RMB191,703,227, an increase of 57% over the previous 

year, which was mainly attributable to the increase in the subsidies income received from the 

government in current year.

(24) Non-operating expenses amounted to RMB3,043,520, a decrease of 69%, which was mainly 

attributable to the decrease in donation paid in current year.

(25) Income tax amounted to RMB29,009,600, a decrease of 61% over the previous year, which 

was mainly attributable to the decrease in profit in current year.

(26) Share of profit or loss of minority interests amounted to RMB141,390,829, an increase of 573% 

over the previous year, which was mainly attributable to the increase in profit of certain non-

wholly-owned subsidiaries in current year.
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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 for Business 

Enterprises, sealed by Ernst & Young Hua Ming and signed by Mr. Li Di and Ms. Zhao Ning, certified 

public accountants in the PRC; original copy of the audited accounts prepared under Hong Kong 

Financial Reporting Standards signed by Ernst & Young.

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.


