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Maanshan Iron & Steel Company Limited

(a joint stock limited company incorporated in the People’s Republic of China)

(Stock Code: 323)

OVERSEAS REGULATORY ANNOUNCEMENT
2008 INTERIM REPORT

The Company and members of the board of directors (the “Board of Directors”) warrant the
truthfulness, accuracy and completeness of the announcement, and jointly accept the responsibilities
for any false representations, misleading statements contained in, or material omissions from, this

announcement.

This announcement is made pursuant to Rule 13.09(2) of the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited.

Maanshan Iron & Steel Company Limited (the “Company”) held a Board of Directors’ meeting on 14
August 2008, and the “2008 Interim Report of Maanshan Iron & Steel Company Limited” was
considered and approved at the meeting. The full details of the report have been made available for
information at the websites of the Shanghai Stock Exchange (http://www.sse.com.cn),
The Stock Exchange of Hong Kong Limited (http://www.hkex.com.hk) and the Company
(http://www.magang.com.hk).

Maanshan Iron & Steel Company Limited

20 August 2008
Maanshan City, Anhui Province, the PRC

As at the date of this announcement, the directors of the Company include:

Gu Jianguo, Gu Zhanggen, Su Jiangang, Zhao Jianming, Gao Haijian, Hui Zhigang, Wong Chun Wa*,
Su Yong*, Hui Leung Wah*, Han Yi*

*  Independent Non-executive Directors
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B AR B & 24,398,574 23,017,264 6.00
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IR SRt 3 B, R 0 THE R RE. 1-6 F1, BiX AR A4k 294 Jymi, KA 215 J5
Wl AL R 198 JT I, AMAE R AL 2 155 T A ELGH Y 30 JimE. R
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MR 35,628 31,420 11.81 83.28 80.70 W 1.26 N s
537 b

Bkt 17,504 15,545 11.19 144.61 140.63 WD 1.47 Do
T 5,919 5,165 12.74 35.69 31.22 B0 2.97 AN E A
b 10,444 9,393 10.06 60.75 54.16 B0 3.84 AN Ay A
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IR 6.91 2,607 208.38
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T 2008 4F 7 7 18 HUMRZF 45 %% H B AR »

(2) Anw] 2008 £ _EAEEREABATANE 2 H, AT AR SRR
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The Board of Directors of the Company hereby announces the unaudited interim results of the Group for the
six months ended 30 June 2008 together with comparative figures for the corresponding period in 2007. The
consolidated financial results are all unaudited, but have been reviewed by the Company’s audit committee.



MAANSHAN IRON & STEEL COMPANY LIMITED

CONDENSED CONSOLIDATED INCOME STATEMENT
(Prepared under Hong Kong Financial Reporting Standards)

For the six months ended 30 June 2008

For the six months

ended 30 June
2008 2007
Notes Unaudited Unaudited
RMB’000 RMB’000
REVENUE 3,4 37,042,230 20,750,105
Cost of sales (32,229,612) (18,345,992)
Gross profit 4,812,618 2,404,113
Other income and gains 4 304,630 78,462
Selling and distribution costs (606,917) (291,805)
Administrative expenses (529,855) (466,963)
Other operating expenses, net (1,024) (94,756)
Finance costs 5 (952,516) (305,888)
Share of profits and losses of:
A jointly-controlled entity 27,323 (5,552)
Associates 99,251 43,417
PROFIT BEFORE TAX 6 3,153,510 1,361,028
Tax 7 (822,143) (215,903)
PROFIT FOR THE PERIOD 2,331,367 1,145,125
Attributable to:
Equity holders of the parent 2,261,279 1,111,095
Minority interests 70,088 34,030
2,331,367 1,145,125
DIVIDEND 8 Nil Nil
EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT 9
Basic 33.46 cents 17.21 cents

Diluted 30.88 cents 15.55 cents




MAANSHAN IRON & STEEL COMPANY LIMITED

CONDENSED CONSOLIDATED BALANCE SHEET
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008
As at As at
30 June 31 December
2008 2007
Notes Unaudited Audited
RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 10 41,091,160 41,315,357
Construction in progress 11 3,390,653 4,021,499
Investment properties 1,206 1,240
Prepaid land premiums 1,555,638 1,516,155
Other intangible asset 122,130 120,822
Investment in a jointly-controlled entity 295,629 268,306
Investments in associates 470,411 414,725
Available-for-sale equity investments 102,917 102,917
Held-to-maturity investments 5,599 5,599
Deferred tax assets 106,177 90,486
Total non-current assets 47,141,520 47,857,106
CURRENT ASSETS
Inventories 12 13,076,721 9,550,481
Construction contracts 13 127,351 75,688
Trade and bills receivables 14 5,251,444 5,209,674
Prepayments, deposits and other receivables 15 2,071,631 1,928,496
Equity investments at fair value through profit or loss 1,074 1,463
Pledged deposits 885,189 768,081
Cash and cash equivalents 7,377,011 5,523,876
Total current assets 28,790,421 23,057,759
CURRENT LIABILITIES
Trade and bills payables 16 11,739,144 9,472,551
Other payables and accruals 12,111,286 9,742,997
Interest-bearing bank and other borrowings 6,453,903 6,081,841
Tax payable 450,514 111,819
Provisions 29,424 40,546
Total current liabilities 30,784,271 25,449,754
NET CURRENT LIABILITIES (1,993,850) (2,391,995)
TOTAL ASSETS LESS CURRENT LIABILITIES 45,147,670 45,465,111



MAANSHAN IRON & STEEL COMPANY LIMITED

CONDENSED CONSOLIDATED BALANCE SHEET (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

Notes

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Interest-bearing bank and other borrowings

Bonds with warrants 17
Deferred income

Provisions

Total non-current liabilities

Net assets

EQUITY

Equity attributable to equity holders of the parent

Issued capital 18
Equity component of bonds with warrants

Reserves
Proposed final dividend

Minority interests

Total equity

Gu Jianguo

Su Jiangang

As at

30 June
2008
Unaudited
RMB’000

45,147,670

14,707,140
4,900,174
560,083

12,485
20,179,882

24,967,788

6,758,552
372,679
17,267,344

24,398,575

569,213

24,967,788

Director Director

As at

31 December

2007
Audited
RMB’000

45,465,111

16,577,952
4,828,762
590,426

12,485
22,009,625

23,455,486

6,758,552
372,679
14,999,128

878,612

23,008,971

446,515

23,455,486



MAANSHAN IRON & STEEL COMPANY LIMITED

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(Prepared under Hong Kong Financial Reporting Standards)

For the six months ended 30 June 2008

At 1 January 2008

Profit for the period

Final 2007 dividend declared

Dividend paid to minority shareholders
Capital contribution by minority shareholders
Exchange realignment

At 30 June 2008

At 1 January 2007

Profit for the period

Final 2006 dividend declared

Dividend paid to minority shareholders
Capital contribution by minority shareholders

At 30 June 2007

Attributable to equity holders of the parent

Equity
component
Issued Capital  of bonds Enterprise ~ Exchange Proposed

share reserve with Statutory Reserve  expansion fluctuation Retained final Minority Total
capital  account  warrants reserve fund fund reserve profits dividend Total interests equity
Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
6,758,552 5,684,014 372,679 2,837,343 36,642 27,5717 9,630 6,403,922 878,612 23,008,971 446,515 23,455,486
- - - - - - - 2,261,279 - 2,261,279 70,088 2,331,367
- - - - - - - - (878,612)  (878,612) - (878,612)
- - - - - - - - - - (48,584) (48,584)
- - - - - - - - - - 101,194 101,194
- - - - - - 6,937 - - 6,937 - 6,937
6,758,552 (5,684,014 _ 372,679 2,837,343 36,642 27,577 16,567 8,665,201 - 24,398,575 569,213 24,967,788
6,455,300 4,864,976 585,463 2,595,774 23,047 18,339 - 5,079,683 839,189 20,461,771 310,497 20,772,268
- - - - - - - 1,111,095 - 1,111,095 34,030 1,145,125
- - - - - - - - (839,189)  (839,189) - (839,189)
- - - - - - - - - - (25,253) (25,253)
- - - - - - - - - - 27,818 27,818
6,455,300 _4.864,976 _ 585463 2,595,774 23,047 18,339 - 6,190,778 - 20,733,677 347,092 21,080,769




MAANSHAN IRON & STEEL COMPANY LIMITED

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

(Prepared under Hong Kong Financial Reporting Standards)

For the six months ended 30 June 2008

NET CASH INFLOW /( OUTFLOW) FROM
OPERATING ACTIVITIES

NET CASH OUTFLOW FROM INVESTING ACTIVITIES

NET CASH INFLOW /( OUTFLOW) FROM
FINANCING ACTIVITIES

NET INCREASE / (DECREASE) IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at beginning of period
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF PERIOD

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
Cash and bank balances

For the six months

7,377,011

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
6,537,919 (1,329,560)
(1,707,784) (3,718,590)
(2,961,065) 4,268,981
1,869,070 (779,169)
5,523,876 3,629,568
(15,935) (10,602)
7,377,011 2,839,797
2,839,797



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

1. CORPORATE INFORMATION

Maanshan Iron & Steel Company Limited (the “Company”) is a joint stock company incorporated in
the People’s Republic of China (the “PRC”). The registered office of the Company is located at No.
8 Hong Qi Zhong Road, Maanshan City, Anhui Province, the PRC.

During the period, the Company and its subsidiaries (the “Group”) were principally engaged in the
manufacture and sale of iron and steel products and related by-products.

In the opinion of the directors, the parent and the ultimate holding company of the Group is Magang
(Group) Holding Company Limited (‘“Holding”), which is incorporated in the PRC.

2. ACCOUNTING POLICIES

The interim condensed consolidated financial statements are prepared in accordance with Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”. The accounting policies
and basis of preparation used in the preparation of the interim financial statements are the same as
those used in the annual financial statements for the year ended 31 December 2007 except in relation
to the following new Hong Kong Financial Reporting Standards (“HKFRSs”, which also include
HKASs and Interpretations) that affect the Group and are adopted the first time for the current
period’s financial statements:

HK (IFRIC) - Int 11 HKEFRS 2 -Group and Treasury Share Transactions
HK (IFRIC) - Int 12 Service Concession Arrangements
HK (IFRIC) - Int 14 HKAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding

Requirements and their Interaction

The adoption of the above new HKFRSs has no material impact on the accounting policies of the
Group and the methods of computation in the Group’s condensed consolidated financial statements.



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

SEGMENT INFORMATION

No business segment information is presented as over 90% of the Group’s revenue is derived from
one business segment, which is the manufacture and sale of iron and steel products and related by-
products.

The analysis of the Group’s secondary segment information, geographical segment, is presented
based on the geographical location of customers. The Group’s assets and liabilities are almost
entirely situated in the PRC and accordingly, no information on segment assets and capital
expenditure is provided.

For the six months ended 30 June
2008 2007

PRC Overseas Total PRC Overseas Total
Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Segment revenue 35,108,232 1,933,998 37,042,230 18,460,507 2,289,598 20,750,105

REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold, after
allowance for returns and trade discounts, and excludes sales taxes and intra-group transactions.

An analysis of revenue, other income and gains is as follows:

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Revenue

Sale of goods 37,042,230 20,750,105

Other income and gains
Bank interest income 37,299 20,235
Trading of iron ores 43,376 16,331
Dividend income from an available-for-sale equity investment 104 -
Recognition of deferred income 32,943 25,012
Net rental income 625 625
Foreign exchange gains 159,200 -
Others 31,083 16,259
304,630 78,462



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

5. FINANCE COSTS

Interest on bank loans, other loans and bonds with
warrants wholly repayable within five years
Less: Interest capitalised in construction in progress

6. PROFIT BEFORE TAX

Profit before tax is arrived at after charging/(crediting):

Cost of inventories sold (note 1)

Depreciation of property, plant and equipment
Depreciation of investment properties
Recognition of prepaid land premiums
Amortisation of a mine participation right (note ii)
Auditors’ remuneration

Staff costs:
Wages and salaries
Welfare and benefits
Pension scheme contributions

Contingent rents under operating leases
in respect of land and buildings

Foreign exchange differences:
Foreign exchange gains, net
Less: Foreign exchange gains capitalised
in construction in progress

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
952,516 668,861
- (362,973)
952,516 305,888
For the six months
ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
32,229,612 18,345,882
2,252,671 1,322,824
34 17
19,663 18,872
2,766 2,291
3,007 3,004
916,691 793,964
280,222 313,768
207,929 190,986
1,404,842 1,298,718
18,125 18,125
(159,200) (9,457)
- 19,320
(159,200) 9,863



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

6.

PROFIT BEFORE TAX (CONTINUED)

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Loss on disposal of items of property, plant
and equipment, net 575 94,304
Net rental income (625) (625)
Bank interest income (37,299) (20,235)
Dividend income from an available-for-sale equity
investment (104) -
Recognition of deferred income (note iii) (32,943) (25,012)
Notes:
(1) Included in the cost of inventories sold for the six months ended 30 June 2008 is a reversal
of provision against inventories of RMB 9,795,000 (2007: nil).
(i1) The amortization of a mine participation right is included in “Cost of sales” on the face of
the condensed consolidated income statement.
(iii))  Various government grants have been received for the construction of specific projects and

included in deferred income in the balance sheet. Upon completion of the construction of
specific projects and the transfers to property, plant and equipment, the relevant government
grants would be amortised and recorded as other revenue over the estimated useful lives of
the property, plant and equipment. There are no unfulfilled conditions or contingencies
relating to these grants.



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008
7. TAX
For the six months
ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Group:
Current — Mainland China 828,317 208,004
Current — Elsewhere 9,517 10,466
Deferred (15,691) (2,567)
Total tax charge for the period 822,143 215,903

The income tax for the Company and its subsidiaries in the mainland of the PRC (the “Mainland
China”) is calculated at rates ranging from 18% to 25% on their estimated assessable profits for the
period based on existing legislation, interpretations and practices in respect thereof. Certain of the
Company’s subsidiaries are foreign investment enterprises and after obtaining the authorisation from
the respective tax authorities, these subsidiaries are subject to a full foreign enterprise income tax
exemption for the first two years and a 50% reduction in the succeeding three years, commencing
from the first profitable year after offsetting all tax losses carried forward from the previous five
years.

Profits tax for a subsidiary in Hong Kong has been provided at the rate of 17.5% (2007: 17.5%) on
the estimated assessable profits arising in Hong Kong during the period.

Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the
countries in which the Group operates, based on existing legislation, interpretations and practices in
respect thereof.

The State Administration of Taxation (the “SAT”) issued a tax circular “Enterprise Income Tax
Issues relating to Nine Companies Listed Overseas (“Circular No. 664”)” in June 2007 which
requested the relevant local tax authorities to rectify, immediately, the expired concessionary tax
policy for the nine listed companies authorised by the State Council to issue shares in Hong Kong in
1993 which, at the time of writing, was still being applied. The Circular stated that the difference in
corporate income tax (“CIT”) arising from the expired preferential CIT rate and the applicable CIT
rate (the “CIT Differences”) should be settled according to the provisions of “Law on the
Administration of Tax Collection”.

The Company is one of the nine listed companies mentioned above and applied the preferential
CIT rate of 15% in prior years. Having understood the above, the Company thoroughly
communicated with the relevant tax authority and was informed by the relevant tax authority that the
Company applies the CIT tax rate of 33% for 2007. The Company has not been requested to pay the
CIT Differences in respect of any prior years.

10



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

7. TAX (CONTINUED)

Based on a notice from the relevant tax authority and communication with the relevant tax authority,
the directors of the Company consider that, at this stage, it is uncertain whether the relevant tax
authority will claim the CIT Differences from the Company in respect of any prior years and could
not reliably estimate the eventual outcome of this matter. Consequently, no provision has been made
in these financial statements for the CIT Differences in respect of any prior years.

8. DIVIDEND

The directors do not recommend the payment of any interim dividend for the six months ended 30
June 2008 (2007: Nil).
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008
9. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of basic earnings per share amounts is based on the profit for the period attributable
to ordinary equity holders of the parent, and the weighted average number of ordinary shares in issue
during the period.

The calculation of diluted earnings per share amounts is based on the profit for the period attributable
to ordinary equity holders of the parent and the weighted average number of ordinary shares used in
the calculation is the number of ordinary shares in issue during the period, as used in the basic
earnings per share calculation, and the weighted average number of ordinary shares assumed to have
been issued at no consideration on the deemed exercise of all dilutive potential ordinary shares into
ordinary shares.

The calculations of basic and diluted earnings per share amounts are based on:

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Earnings
Profit attributable to ordinary equity holders of the parent,
used in the basic earnings per share calculation 2,261,279 1,111,095
Number of shares
Shares

Weighted average number of ordinary shares in issue during
the period as used in the basic earnings per share calculation  6,758,551,716 6,455,300,000

Effect of dilution - weighted average number of ordinary shares:
Warrants attached to bonds 565,376,678 692,296,937

7,323,928,394 7,147,596,937
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MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

10. PROPERTY, PLANT AND EQUIPMENT

Buildings
and structures
Unaudited
RMB’000

30 June 2008
At 1 January 2008:

Cost 18,684,265
Accumulated depreciation

and impairment (4,116,693)

Net carrying amount 14,567,572
At 1 January 2008, net of

accumulated depreciation

and impairment 14,567,572
Additions 19,303
Acquisition of a subsidiary (note 19) 9,308
Transfer from construction in

progress (note 11) 677,886
Reclassification 85,009
Depreciation provided during the period (532,006)
Disposals/write-off (36)
At 30 June 2008, net of

accumulated depreciation

and impairment 14,827,036
At 30 June 2008:

Cost 19,494,466

Accumulated depreciation

and impairment (4,667,430)
Net carrying amount 14,827,036

13

Plant, Transportation

machinery vehicles and
and equipment equipment Total
Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000
36,839,150 425,256 55,948,671
(10,235,224) (281,397)  (14,633,314)
26,603,926 143,859 41,315,357
26,603,926 143,859 41,315,357
68,351 3,907 91,561
3,236 112 12,656
1,236,419 11,513 1,925,818
(82,245) (2,764) -
(1,694,995) (25,670) (2,252,671)
(657) (868) (1,561)
26,134,035 130,089 41,091,160
38,044,611 431,005 57,970,082
(11,910,576) (300,916)  (16,878,922)
26,134,035 130,089 41,091,160




MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

10. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Plant, Transportation

Buildings machinery vehicles and
and structures and equipment equipment Total
Unaudited Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000 RMB’000
30 June 2007
At 1 January 2007:
Cost 9,396,798 20,556,252 395,132 30,348,182
Accumulated depreciation
and impairment (3,287,668) (8,059,426) (248,493)  (11,595,587)
Net carrying amount 6,109,130 12,496,826 146,639 18,752,595
At 1 January 2007, net of
accumulated depreciation
and impairment 6,109,130 12,496,826 146,639 18,752,595
Additions 5,962 37,562 6,830 50,354
Transfer from construction in
progress (note 11) 3,049,266 6,438,313 5,000 9,492,579
Reclassification (135,136) 135,503 (367) -
Depreciation provided during the period (278,422) (1,021,505) (22,897) (1,322,824)
Disposals/write-off (518) (114,614) (100) (115,232)
At 30 June 2007, net of
accumulated depreciation
and impairment 8,750,282 17,972,085 135,105 26,857,472
At 30 June 2007:
Cost 12,300,446 26,998,285 404,614 39,703,345
Accumulated depreciation
and impairment (3,550,164) (9,026,200) (269,509)  (12,845,873)
Net carrying amount 8,750,282 17,972,085 135,105 26,857,472
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MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

11.

CONSTRUCTION IN PROGRESS

30 June 2008

Cost:
At 1 January 2008
Additions
Acquisition of a subsidiary (note 19)
Transfers to property, plant and equipment (note 10)

At 30 June 2008

Accumulated impairment:
At 1 January 2008 and 30 June 2008

At 30 June 2008, net of accumulated impairment

30 June 2007

Cost:
At 1 January 2007
Additions
Transfers to property, plant and equipment (note 10)

At 30 June 2007
Accumulated impairment:

At 1 January 2007 and 30 June 2007

At 30 June 2007, net of accumulated impairment

15

Unaudited
RMB’000

4,021,499
1,294,712
260
(1,925,818)

3,390,653

3,390,653

21,066,978
5,294,951
(9,492,579)

16,869,350

16,869,350



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

12.

13.

INVENTORIES

Raw materials

Work in progress
Finished goods

Spare parts

CONSTRUCTION CONTRACTS

Gross amount due from contract customers

Contract costs incurred to date plus recognised

profits less recognised losses
Less: Progress billings

As at

30 June
2008
Unaudited
RMB’000

7,730,150
1,367,720
1,597,536

2,381,315

13,076,721

As at

30 June
2008
Unaudited
RMB’000

127,351

543,448

(416,097)

127,351

As at

31 December
2007
Audited
RMB’000

4,866,757

738,365
1,684,709
2,260,650

9,550,481

As at

31 December
2007
Audited
RMB’000

75,688

490,435
(414,747)

75,688

At 30 June 2008, retentions held by customers for contract works included in the Group’s trade
receivables amounted to RMBS5 million (31 December 2007: RMB7 million).
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MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

14. TRADE AND BILLS RECEIVABLES

As at As at

30 June 31 December

2008 2007

Unaudited Audited

RMB’000 RMB’000

Trade receivables 881,569 1,032,731
Bills receivable 4,387,834 4,194,298
5,269,403 5,227,029

Impairment (17,959) (17,355)
5,251,444 5,209,674

The Group’s credit periods offered to selected customers are generally 30 to 90 days. The Group
seeks to maintain strict control over its outstanding receivables and has a credit control department to
minimise credit risk. Overdue balances are reviewed regularly by senior management. The Group’s
trade receivables relate to a few major customers and there is a concentration of credit risk with a
maximum exposure equal to the carrying amounts of the trade receivables. Trade receivables are
non-interest-bearing.
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MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

14.

TRADE AND BILLS RECEIVABLES (CONTINUED)

An aged analysis of the trade and bills receivables as at the balance sheet date, based on the invoice
date and net of provisions, is as follows:

As at As at
30 June 31 December
2008 2007
Unaudited Audited
RMB’000 RMB’000

Trade receivables:
Within three months 707,723 946,862
Four to six months 82,904 12,770
Seven to twelve months 62,157 41,895
One to two years 9,448 12,852
Two to three years 1,289 539
Over 3 years 89 458
863,610 1,015,376
Bills receivable 4,387,834 4,194,298
5,251,444 5,209,674

Bills receivable will mature within one year.

The movements in provision for impairment of trade and bills receivables are as follows:

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Opening balance 17,355 40,939
Amount received after written off 604 4,302
Closing balance 17,959 45,241
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MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

14.

TRADE AND BILLS RECEIVABLES (CONTINUED)

The above provision for impairment of the Group’s trade and bills receivables is a provision for
individually impaired trade receivables, with a carrying amount of RMB80,044,000 (31 December
2007: RMB70,390,000). The individually impaired trade receivables relate to customers that were in
financial difficulties or the customers were in default or delinquency in principal payments and only
a portion of the receivables is expected to be recovered. The Group does not hold any collateral or
other credit enhancements over these balances.

The aged analysis of the trade and bills receivables that are not considered to be impaired is as
follows:

As at As at

30 June 31 December

2008 2007

Unaudited Audited

RMB’000 RMB’000

Neither overdue nor impaired 5,190,365 5,156,639
Overdue less than six months 23,588 52,100
Overdue over six months 37,491 935
5,251,444 5,209,674

Receivables that were neither overdue nor impaired relate to a number of customers for whom there
was no recent history of default.

Receivables that were overdue but not impaired relate 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 a significant change in credit quality and the balances are still considered recoverable.

Included in the Group’s trade and bills receivables are amounts due from Holding and its subsidiaries,
the Group’s jointly-controlled entity and associates of RMB4,533,000 (31 December 2007:
RMB9,773,000), RMB36,318,000 (31 December 2007: RMB19,405,000)and RMB540,000 (31
December 2007: nil), respectively. Such balances principally arose from normal trading activities.
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15.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES
As at
30 June
2008
Unaudited
RMB’000

Prepayments 1,601,527
Deposits and receivables 477,126

2,078,653
Impairment (7,022)

2,071,631

As at

31 December
2007
Audited
RMB’000

1,672,057
263,461

1,935,518

(7,022)

1,928,496

The above impairment was made for deposits and receivables and the movements are as follows:

For the six months

ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Opening balance 7,022 26,173
Amount written off as uncollectible - (5,494)
Closing balance 7,022 20,679

The aged analysis of the deposits and receivables that are not considered to be impaired is as follows:

As at

30 June
2008
Unaudited
RMB’000

Neither overdue nor impaired 433,207
Overdue less than six months 1,826
Overdue over six months 35,071

470,104
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As at

31 December
2007
Audited
RMB’000

246,536
8,495
1,408

256,439



MAANSHAN IRON & STEEL COMPANY LIMITED

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(Prepared under Hong Kong Financial Reporting Standards)

30 June 2008

15.

16.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (CONTINUED)

Deposits and receivables that were neither overdue nor impaired relate to a large number of
diversified customers for whom there was no recent history of default.

Included in the Group’s prepayments, deposits and other receivables are amount due from Holding
and its subsidiaries, the Group’s jointly-controlled entity and associates of RMB4,189,000 (31
December 2007: RMB28,081,000), nil (31 December 2007: RMB104,000) and RMB121,527,000
(31 December 2007: Nil), respectively. Such balances were mainly for the purchase of construction
services.

TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the balance sheet date, based on the invoice
date, is as follows:

As at As at

30 June 31 December

2008 2007

Unaudited Audited

RMB’000 RMB’000

Within one year 11,630,939 9,111,984
One to two years 54,810 353,317
Two to three years 46,666 5,911
Over three years 6,729 1,339

11,739,144 9,472,551

The trade payables are non-interest-bearing and are normally settled within three months.

Included in the Group’s trade payables are amounts due to Holding and its subsidiaries, and the
Group’s jointly-controlled entity and associates of RMB42,074,000 (31 December 2007:
RMB9%4,997,000), RMB19,192,000 (31 December 2007: RMB54,513,000), and RMB 13,335,000 (31
December 2007: RMB146,457,000), respectively. Such balances principally arose from normal
trading activities.
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17. BONDS WITH WARRANTS
For the six months
ended 30 June
2008 2007
Unaudited Unaudited
RMB’000 RMB’000
Opening balance 4,828,762 4,672,376
Interest expense 120,606 116,693
Interest paid - -
Closing balance 4,949,368 4,789,069
Less: Portion classified as current liability (49,194) (48,981)
Non-current portion 4,900,174 4,740,088

On 13 November 2006, the Company issued 55,000,000 bonds with warrants with a nominal value
of RMB100 each, amounting to RMBS5.5 billion in total. The bonds and warrants are listed on the
Shanghai Stock Exchange. The bonds with warrants are guaranteed by Holding and have a 5-year
life from the date of issuance, and will be fully repaid in November 2011. The subscribers of each
bond have been entitled to receive 23 warrants at nil consideration, and in aggregate, 1,265,000,000
warrants have been issued. Every warrant can be converted into one A share. The warrants have a
life of 24 months from the date of listing. The holders of the warrants are entitled to exercise the
warrants 10 trading days prior to the 12-month and 24-month of the listing of the warrants. The
original conversion price is RMB3.40 each. Since the declaration of dividends in 2007 and 2008, the
conversion price has been adjusted to RMB3.26 each.

A total of 303,251,716 warrants were exercised by certain holders in exchange for the Company’s A
share at a conversion price of RMB3.33 during the first exercise period of the warrants (15
November 2007 to 28 November 2007).

The bonds with warrants are interest-bearing at a rate of 1.4% per annum payable in arrears on 12
November each year. When the bonds with warrants were issued, the prevailing market interest rate
for similar bonds without the attached purchase warrants was higher than the interest rate at which
the bonds were issued.

The fair value of the liability component was estimated at the issue date using an equivalent market

interest rate for a similar bond without the attached purchase warrants. The residual amount is
assigned as the equity component and is included in shareholders' equity.
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17.

18.

BONDS WITH WARRANTS (CONTINUED)

The carrying amount of the liability component of the bonds with warrants as at 30 June 2008 is

arrived at as follows:

Nominal value of bonds with warrants

Equity component (net of deferred tax)

Deferred tax liability

Direct transaction costs attributable to
the liability component

Liability component at the issue date

For the period from the issue date to 30 June 2007:

Interest expenses

For the period from 1 July 2007 to 30 June 2008
Interest expenses
Less: Interest paid

SHARE CAPITAL

Issued and fully paid:

State owned shares

Legal person A shares

Individual A shares of RMB1.00 each
H shares of RMB1.00 each

As at

30 June
2008
Unaudited
RMB’000

3,830,560

1,195,062

1,732,930

6,758,552

Unaudited
RMB’000

5,500,000
(604,229)
(128,790)

(125,584)

4,641,397
116,693

268,278
(77,000)

4,949,368

As at

31 December
2007
Audited
RMB’000

3,830,560

1,195,062
1,732,930

6,758,552

Except for dividends for H shares which are payable in Hong Kong dollars, all of the A shares and H
shares rank pari passu with each other in respect of dividends and voting rights.
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19.

BUSINESS COMBINATIONS

On 4 May 2008, Anhui Masteel Holly Industrial Co., Ltd. (“Holly Industrial”), a subsidiary of the
Company, acquired a 75% of equity interests in %44 % 48 3% & #8145 £ %X A [ 8], 25% owned
associate of the Group, (‘“Masteel Auto-Parking”) from Holding at a cash consideration of
RMB15,677,600. Masteel Auto-Parking is mainly engaged in manufacture and sale of parking
equipment in the Mainland China.

The fair values of the identifiable assets and liabilities as at the date of the acquisition were as follow:

Unaudited

Notes RMB’000

Property, plant and equipment, net 10 12,656
Construction in progress 11 260
Prepaid land premiums 3,548
Inventories 10,082
Trade and bills receivables 17,898
Prepayments, deposits and other receivables 1,586
Cash and cash equivalents 1,580
Trade payables (2,074)
Interest-bearing bank and other borrowings (20,000)
Other payables and accruals (4,655)
Tax payable 23
20,904

Less: Reclassification of interest in an associate (5,226)
15,678

Satisfied by cash (note) 15,678

An analysis of the net inflow of cash and cash equivalents in respect of the aforesaid acquisitions is
as follows:

RMB’000

Cash payment (note) -

Cash and cash equivalents acquired 1,580
Net inflow of cash and cash equivalents

in respect of the aforesaid acquisitions 1,580

Note: The cash consideration for the acquisition has not yet been paid and has been included in
other payables as at 30 June 2008.
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19.

20.

BUSINESS COMBINATIONS (CONTINUED)

Masteel Auto-Parking’s contributions to the Group’s consolidated revenue and consolidated profit
attributable to equity holders of the parent for the six months ended 30 June 2007 were not
significant.

Had the aforesaid acquisition taken place at the beginning of the year 2008 the Group’s consolidated
revenue and consolidated profit attributable to equity holders of the parent would have been
RMB37,042 million and RMB2,261 million for the six months ended 30 June 2008.

CONTINGENT LIABILITIES

(@) As at 30 June 2008, the Company had granted guarantees amounting to approximately
RMB5,014 million (31 December 2007: approximately RMB5,305 million) to banks in
connection with facilities granted to its subsidiaries. On that date, such banking facilities were
utilised to the extent RMB1,102,247,000 (31 December 2007: RMB814,495,000)

(b)  As detailed in note 7 to the financial statements, the Group has potential risk on CIT in prior
years. The directors of the Company, at this stage, consider that it is uncertain whether the
relevant tax authority will claim the CIT Differences from the Company in respect of any prior
years and could not reliably estimate the eventual outcome of this matter. Consequently, no
provision has been made in these financial statements for the CIT Differences and the related
tax concessions, deferred tax, penalty and interest (if applicable).
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21. COMMITMENTS
(a) The Group’s commitments for capital expenditure for buildings and structures, plant and

equipment at the balance sheet date were as follows:

As at

30 June
2008
Unaudited
RMB’000

Authorised, but not contracted for 2,423,301
Contracted, but not provided for 897,712

3,321,013

As at

31 December
2007
Audited
RMB’000

3,157,701
556,524

3,714,225

(b) The Group’s commitments for capital contributions at the balance sheet date were as follows:

As at

30 June
2008
Unaudited
RMB’000

Contracted, but not provided for 9,000
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As at

31 December
2007
Audited
RMB’000

9,000
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21.

COMMITMENTS (CONTINUED)

(©)

(d)

The Group’s share of the capital commitments of the jointly-controlled entity, which is not
included in note (a) above, in respect of capital expenditure for buildings and structures,
plant and equipment at the balance sheet date were as follows:

As at As at

30 June 31 December

2008 2007

Unaudited Audited

RMB’000 RMB’000

Authorised, but not contracted for - 778
Contracted, but not provided for - -
- 778

The Group’s share of other commitments of the jointly-controlled entity, which was not
included in notes (a) and (c) above at the balance sheet date was as follows:

As at As at

30 June 31 December

2008 2007

Unaudited Audited

RMB’000 RMB’000

Contracted, but not provided for 4,250 4,500
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22. RELATED PARTY TRANSACTIONS
(a) Transactions carried out between the Group and its related parties during the period

The following is a summary of the significant transactions carried out between the Group
and its related parties during the period:

For the six months

ended 30 June
2008 2007
Notes Unaudited Unaudited
RMB’000 RMB’000

Transactions with Holding and its subsidiaries:

Purchases of iron ore @) 953,418 830,368
Fees paid for welfare, support services

and other services (ii), (iii) 87,719 79,726
Rental expenses (ii) 18,125 18,125
Agency fee paid (iii) 1,259 2,392
Purchases of property, plant and equipment

and construction services (iii) 115,778 118,087
Fees received for the supply of utilities,

services and other consumable goods (iii) (15,376) (21,889)
Sale of steel and other by-products (iii) (2,643) (2,373)
Acquisition of a subsidiary @iv) (15,678) -

Transactions with associates of the Company:

Purchases of coke W) 319,437 311,133
Loading expenses W) 79,749 59,836
Transactions with a jointly-controlled entity

of the Company:

Rental income (vi) (625) (625)
Construction fees income (vi) - (200)
Fees received for the supply of electricity (vi) (103,349) (29,463)
Purchases of gas products (vi) 212,695 65,699

Notes:

@) The terms for the purchases of iron ore from Holding were conducted in accordance
with an agreement dated 18 October 2006 entered into between the Company and
Holding.

(i1) The terms for the provision of certain services, including on-the-job training, food

and sanitary services, environmental and hygiene services, maintenance of roads and
landscaping services were conducted in accordance with a services agreement dated
15 February 2007 entered into between the Company and Holding.
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30 June 2008

22.

23.

RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions carried out between the Group and its related parties during the period
(continued)

Notes: (continued)

(iii)

(iv)

v)

(vi)

These transactions with Holding and its subsidiaries were conducted on terms
mutually agreed between the Company and the related parties.

On 4 May 2008, Holly Industrial, a subsidiary of the Company, acquired a 75% of
equity interest in Masteel Auto-Parking from Holding at a cash consideration of
RMB15,677,600. For further details, please refer to note 19 to the condensed
consolidated financial statement.

These transactions were made between the Group and ¥ i &5 £EAL A R A 7,
i M AR A AT IR A ), K i 1 (SR M) A PR B4R & v and were

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

These transactions were made between the Group and Maanshan BOC-Ma Steel
Gases Company Limited and were conducted in accordance with the terms mutually
agreed between them.

(b) Holding has guaranteed certain bank loans of the Group and bonds with warrants amounting
to RMB14.3 billion (31 December 2007: approximately RMB15.6 billion) as at the balance
sheet date at nil consideration.

© Outstanding balances with related parties:

@

(i)

Included in the Group’s other payables and accruals are amounts due to Holding and
its subsidiaries, and the Group’s associate, amounting to approximately
RMB1,467,924,000 (31 December 2007: approximately RMB1,425,801,000).

Further details of balances of the Group with Holding and its subsidiaries are set out
in notes 14, 15 and 16 to the condensed consolidated financial statements.

In the opinion of the directors, the transactions set out in items (a) (i), (ii) , (iii) , (v) , (vi) above were
carried out in the normal course of business of the Group.

The related party transactions in respect of items (a) (i) - (iv) above also constitute disclosable
connected transactions or continuing connected transactions as defined in Chapter 14A of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

APPROVAL OF THE INTERIM FIANNCIAL STATEMENT

These interim condensed consolidated financial statements were approved and authorised for issue
by the board of directors on 14 August 2008.
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