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SAN FRANCISCO SOLICITORS & INTERNATIONAL LAWYERS NEW YORK
LOS ANGELES WASHINGTON, D.C.

DENVER ENTERTAINMENT BUILDING, 21/F NO A
PALO ALTO 30 QUEEN'S ROAD CENTRAL, HONG KONG w
WALNUT CREEK TELEPHONE (852) 2585-0888

SACRAMENTO FACSIMILE (852) 2585-0800 \“\W\\\\\\\\\“\\

CENTURY CITY

ORANGE COUNTY 03050325
SAN DIEGO TOKYO

April 22,2003

Writer’s Direct Contact
X 852-2585-0836

o vtan@mofo.com

Securities and Exchange Commission

Office of International Corporate Finarteg 3}\

450 Fifth Street N.W. o

Washington, D.C. 20549 <<$§/

USA = B\ i
) &

RE:  Angang New Steel Company Limited (the “Company”)

Rule 12g3-2(b) Materials ?R@C,ESSE@

Registration No. 333=160840— -
( Wiy 202008
Dear Sirs and Madams, SSON
FINANCIAL

On behalf of our client, Angang New Steel Company Limited (the “Company”),
I enclose the following materials pursuant to Rule 12g3-2(b)(1)(ii1) under the Securities
Exchange Act of 1934 (the “Exchange Act”), in connection with the exemption from
reporting under that Rule of the Company:

1. An announcement dated January 14, 2003 in respect of the acquisition of
certain land use rights from related parties;

2. An announcement dated February 17, 2003 in respect of an adjustment in
the depreciation rates for fixed assets;

3. An announcement dated March 17, 2003 in respect of the establishment
of a joint venture with a related party; and

4. An announcement dated March 31, 2003 containing details of the 2002

financial results. '
Jéjqf

RESIDENT PARTNERS: TIEN-YO CHAO - JONATHAN H. LEMBERG - VENANTIUS TAN - ROBERT WOLL
CONSULTANT: XIAOHU MA (Admitted in the People’s Republic of China)
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Page Two

Pursuant to Rule 12g3-2(b)}(4) and (5), the enclosed materials shall not be
deemed “filed” with the Commission or otherwise subject to the liabilities of Section 18
of the Exchange Act, and the furnishing of such materials shall not constitute an
admission for any purpose that the Company is subject to the Exchange Act.

Kindly acknowledge receipt of this letter and the enclosure by stamping the
enclosed copy of this letter and returning it to us.

Sincerely yours,

/ot

Venarttius Tan
Morrison & Foerster
Encl.

c.c. client
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The Sipek Exchange af Hong Korg Limited 1akes no responsibility for the centents of this announcement, makes no
representation as lo iis aceuracy o eompleleness and expressly disclaims any ability whatsosver for any loss hawsoever
arising from or in reliance upon the whole or any pan of the contents of thix ernouncement.

L “—

ANGANG NEW STEEL COMPANY Ll'M][jTED
BEGLAEAERAS

(2 Joint stock limiied company incorporased in the Pecple's Republic of China with limited liability)

ANNOUNCEMENT OF BEOARD RESOLUTION PASSED IN RELATION TO
ADJUSTMENT IN THE DEPRECIATION RATES FOR FIXED ASSETS

The board af directors (the “Board”) of Angang New Stze] Company Limited (the “Cotnpeny™) announces
that a resolution in respect of adjustment to the deprecistion rates for fixcd assets of the Company wag
approved by the Bonrd on 17 February, 2003, This announcoment is made pursvant to the disclosure
obligation under paragraph 2(2) of the Listing Agrecment as an announcement will be made in the
People’s Republic of China (the "PRC") puysuant to the requiremcat of the Shenzheq Stock Exchange.

On 17 February, 2003, a beard resoludon of the Boasd was approved jn writing. Of the 13 dircetors of the
Compaay (“Directora”), 12 Directors cxecuted the written resolution, aud therefora lywfolly and validly
passing the resolution in accordance with the relevant provisions of the Company Law and articles of
association of the Campany. The resolution approved the proposal for the adjustment'of the depreciation
ratos for the fixed agsets of the Company. The new depreciation rates will be effeetive from 1 January, 2003,

In order to enhance the corpetitiveness of the Cornpany’s products and incresse the sonrces of capital for
technological upgrading and after taking into account the eurrent conditions of the Cpmpany’s equipmeat
and the rates of depreciation applied in the industry, the Compagy proposed to make adjustineat in the
depreciation rates of its fixed assets. Such rdjustment proposal is set out below:

Depreciation rafe per annum
Current  [Depreciation rate
Classification of assets depreciation rate ! after ndjustment
() (%)
Housing Production rolated 323 3.25
Non production related 243 2.80
Buildings Production related 539 5.40
Nor production related 4.4} 4.85
Machinery Produstion related 775 10.00
Non production related 647 . 10.00
Motors Productien related 693 8.90
Non production related 606 6.90
Transportation Production related 3.82 9.70
Non production refated 8.08 5.10
Transmittess Production related 3.88 6,50
Non producdonr related 3.88 6,50
Tools and ingtruments Production refated 9.70 13.86
Non production related 9.70 13.86
Management equipment Production relatcd 19.36 12.40
Noa production related 1940 19.40

After making the adjustments to the depreciation rates, it is estimated that, based on €a¢ total fixed assets of
the Corppany in 2003, the provision far depreciaticn for 2003 will increaze by approximately RMB103
million ¢compared to 2002 according to both international and PRC nccounting standards,

By order of the Board
Angang Ney Steel Company Limited
Fu J1 Hul'

Company Secrerary

17 February, 2003
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ANGANG NEW STEEL COMPANY LIMITED

{a joint stock limited company incorporated in the People's Republic of China with limited liabllity)

2002 ANNUAL RESULTS ANNOUNCEMENT

The Board of Directors of Angang New Steel Company Limited (the “Company") and the directors
jointly and severally accepts full responsibility for the accuracy and completeness of the information

ined in this anno and confirms that the information contained in this announcement is
accurate and not misleading and there is no omission of material facts. This results announcement is
extracted from the Annual Report, and investors should read the Annual Report for details,

PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“TFRS”)

For the year ended 31 December

The Group ¢ Company The Company

2002 2001 2000

Rmb'000 Rmb'000 Rmb’000

Turnover 10,746,477 9,465,247 9,767,600
Profit before taxation 857,482 698,824 754,877
Taxation 259,166 332,343 263,482
Net profit 598,316 366,481 491,395
Total assets 12,293,565 10,101,922 9,487,198
Total lisbilities 4,619,310 2,798,180 2,267,402
Shareholders’ funds 7,647,255 7,303,742 7,219,796
Net assets per share Rmb2.58 Rmb2.47 Rmb2.47
Bamings per share (weighted average) Rmb0.202 Rmb0.124 Rmb0.188
Return on net assets 7.82% 5.02% 681%

PREPARED IN ACCORDANCE WITH PRC ACCOUNTING RULES AND REGULATIONS

For the year ended 31 December

The Group The Company The Company
Items 2002 2001 2000
Rmb’000 Rmb'000 Rmb 000
(1)  Income from principal operations 10,771,077 9,490,523 9,793,150
{2)  Total profit 851,999 698,824 754,877
(3) Netprofit 594,588 403,743 492,204
{4)  Net profit after deduction of
extraordinary items 612,937 426,110 495,248
(5) Total assets 12,425,350 10,237,888 9,452,195
() Shareholders' funds 7,509,361 7,201,397 6,904,946
(7)  Netcash flows from operating activities 2,098,928 «296,362 890,23¢
(B)  Earnings per share (weighted average) Rmb0.20 Rmb0.137 Rmb0.188
(9)  Earnings per share (diluted) Rmbd0.20 Rmb0.136 Rmb0.169
(10) Net assets per share Rmnb2.54 Rmb2.43 Rmb2.37
(11)  Adjusted net assets per share Rmb2,53 Rmb2.43 Rmb2.37
{12) Return on net assets (dilutad) 7.92% 5.61% 7.13%
{13) Return or net assets (weighted average) 7.92% 5.61% 8.30%
{14) Ratic of shareholders’ funds 60.44% 70.34% 73.05%
(15) Netcash flows per share from Rmb0,71 Rmb-0.10 Rmb0.31
operating activities
OPERATIONS

As triggered by the rapid growth of the PRC economy, the demand for steel products surged significantly
in 2002, In view of the increasing demand, the Company adopted & number of measures such as realignment
of its product mix, increasing the proportion of high value-added products, expanding production scale so
that the average price of the Company's products increased by 3.09% for the 2002 as compared with
2001. As o result, the Company's production and operation were maintained at relatively high levels.
OPERATING RESULTS

In accordance with IFRS, the Company and its jointly controlled entity (the “Group”) recorded a net
profit of Rmb598,316,000 for the year ended 31 December 2002, representing an increase of 63.26% as
compared with the previous year, and basic weighted average earnings per share was Rmb0.202,

In accordance with PRC Accounting Rules and Regulations, the Group recorded a net profit of
Rmb594,588,000 for the year ended 31 December 2002, representing an increase of 47.27% as compared
with the previous year, and basic weighted average earnings per share was Rmb0.20.

PROFIT APPROPRIATION

In accordance with PRC laws and regulations and the Articles of Association of the Company, the Group
contributed Rmb59,459,000 from its net profit of Rmb594,588,000 for 2002 under PRC Accounting Rules
and Regulations to the statutory surplus reserve and Rmb59,459,000 to the statutory public welfare fund.
Together with the undistributed profit of Rmb806,203,000 at the beginning of the year, the profit attributable
to shareholders amounted to Rmb1,281,873,000. The board has recommended 2 dividend of Rmb0.1 per
share (inclusive of tax) for 2002, This appropriation proposal is subject to approval at the 2002 annual
geoeral meeting.

BUSINESS REVIEW

Production of major products: la 2002, the Company produced 4,303,700 tonnes of stecl products,
representing an increase of 9.48% as compared with 2001, of which cold rolled sheets accounted
for 1,442,000 tonnes, representing an increase of 29.33% as compared with 2001; wire rods
accounted for 922,400 tonnes, the production of which was essentially at the same level as Jast
year; thick plates accounted for 1,005,500 tonnes, the production of which was also essentially at
the same level as last year; and the large steel products accounted for 933,800 Lonnes, representing
an increase of 8.83% as compared with 2001. The Steel Smelting Plant of the Company produced

2,521,100 tonnes of steel in 2002, representing an increase of 19.8% as compared with 2001,

the system was impl
the expansion of its production scale.

The Company inplemented a centralized and unified management system for its production
operations. Subsequently, production scale set a new high. The Company continued to consolidate
and strengthen the centralized and unified management system. In the first half of the year, the
Company carried out a centralized and unified managemeut system mainly for the production
programs of the Thick Plate Plant, Stee] Smelting Plant and Large Section Plant. After June, the
system was carried out for the production in Wire Rods Plant and Cold Rolled Sheets Plant. Thus,
d throughout all of the Company’s operations to ensure

3.

6.

Marketing management was improved and sales networks were optimized to protect the Company's
capabilities against certain risks. The Company was proactive in seeking and expanding direct
suppliers, shortening the supply chain and establishing a strategic cooperation relationship with
direct suppliers. As a result, orders placed by direct suppliers of the Company increased by 9%
over the same period last year. In order to achieve s “win win” situation and mutual beaefits, the
Company stepped up the management of the relationship with clients, optimized the structure of
agents and strived to establish a firm cooperative relationship with stronger agents. By following
key projects and participating in more project tenders, the Company succeeded in securing and
completing the development and supply of steel for China's first magactically levitated trains in
Shanghai. The Company also expanded and stabilized sales networks, enhancing the invitation and
submission of tenders and strengthening follow-up services for key projects, such as the construction
of bridges, drainage pipeline, 2nd the West-East Pipeline Project. Export of sheets for vessels,
wire rods and cold rolled sheets was increased to 187,300 toanes for the year 2002,

Ia 2002, the Company sold a total of 4,157,800 tonnes of stesl products.

The product structure was optimized and the Company's share in the sale of special and quality
products increased in 2002. Sales volume of special and quality products reachsd 1,847,400 tonnes
for the whole year, representing an increase of 75% as compared with last year.

The Company also increased its focus on research and development projects. S1 scientific research
and new product development projects were completed in the whole year. Production capacity of
sheets for vehicles reached 20,000 tonnes for the whole year. Special materials accounted for 30%,
representing an increase of 16% as compared with last year.

Corporate management was strengthened and corporate quality raised on a continuous basis. Budget
management level was further increased to improve cost contral,

FINANCIAL STATUS (IN ACCORDANCE WITH IFRS) (UNIT: RMB’000)

Reasons

Item 2002 2001 Change (%) for change
Total assets 12,293,565 10,101,922 21.70 A
Long-term liabilities 1,472,264 417,529 252.61 B
Shareholders' funds 7,674,255 7,303,742 5.07
Turnover 10,746,477 9,465,247 13.54 C
Proftt from

priacipal operations 1,265,561 1,038,772 21.83 D
Net profit 598,316 366,481 63.26 E
Net increase/(decrease) in cash e

and cash equivaleats 990,822 (216,010) 208.17 F

Notes:

A

o

The increase in total assets was attributable to net profits generated from operating activities and increase in
borrowings as a result of more financing activities and increase in cash at banks and {n hand, construction in
progress, inventories and consolidation of assots of the jointly controlled entity;
The surge in long-term liabilities was maloly due to more technological renovation projects undertaken during
the year which led to oo Increase in long-term back loans of Rmb1,063,000,000;

c. The increase in turnover was mainly atuibutable to rise in product sales, increase in the salea proportion of the
high value-added products and rise in prices of products;

D. The rise in profit from principal operatlons was mainly caused by an increase in income from principal operations;

E. The surge in net profit was mainly due to increase in profit from principal operations and decrease in income tax
peyable;

A The increase in net increase in cosh and cash equivaleats was mainly resulted from the rise in cash received
from sales of products and increase in bank Joans.

INVESTMENT

) Use of Proceeds

The Company issued 890,000,000 H Shares and 300,000,000 A Shares in July 1997 and November
1997, respectively, raising a total of approximately Rmb2,633,000,000. In March 2000, the Company
issued convertible debentures of Rmb1,500,000,000, raising a total of Rmb1,480,000,000, in the
PRC. The Company has raised a total amount of Rmb4,113,000,000.

Unit: Rmb' 000

Whether
Changes lo Actual progressing
Proposed use of Actual (estimated)  as scheduled and
Projects Undertaken investment proceeds investment benefls  estimated return
Construction of stee] 2,400,000 No 1.540,%52 100,200 Yes
smelting plant
Renovatioo of the 700,000 No 645,434 10,000 Yes
combined pickling
asd contisuous
rolling fine
Construction by the Total project No Total project Estimated to be No
Jointly controlled estity investment: investmeal: | 15.51%
of the galvanised steel 1,494,000 573,000
production line The Company's The Company’s
(otal investment: tota] fnvestment:
250,000 248,305
Renovation of he 60,000 No 60,000 10.000 Yes
Cold Rollig Plant 1700
cross cotting lines
Renovation of cald 1,950,000 No 1116578 Estimated (0 be Yes
rolling fize 13.29%
Cold Rolling Plant’s 100,000 No 32,960 21,000 Yes
Renovation of No, 2
and 3 cross cutting Lnes
Distribetion centre for 180,000 No [} Estimated to be No
Coid Rolling Plant 15.66%
Totat 5,640,000 - 3,644,269 - -
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(il  Status of unused proceeds

The Company has raised a total amount of Rmb4,113,000,000, of which Rmb3,644,269,000 has
been used in the relevant projects. The total emount of proceeds used in the year amounted to
Rmb702,849,000. As most of the projects of the Company require substantial time for construction
and are long term investments, the Company has therefore applicd Rmb240,000,000 cut of the
proceeds for the repayment of its bank loans and loans from Angang Holding in order to reduce its
financial expenses. The remaining Rmb229,000,000 was deposited with banks.

[{(113)

Progress on pleted projects i d by proceeds

The joint venture between the Company and Thyssen Stahl AG to construct and operate the proposed
galvanised production line was not established on schedule due to the following factors: Thyssen
Stahl AG was undergoing reorganisation with Krupp when the Company was negotiating with
Thyssen Stahl AG; the difficulty and the time required for negcotiations were beyond initial
expectations and the time required for submission for approval was longer than expected. Currently,
ANSC-TKS Galvanizing Co., Ltd ("ANSC-TKS"), a jointly coptrolled entity established by the
parties, has been working for the implementation of such project, Its completion and commencement
of operation were initially expected to take place in June 2003. However, the new distribution
centre for the Cold Rolling Plant was not completed on schedule and therefore the implementation
plan for such project is subject to further analysis.

{iv)  Progress of investment of non-publicly raised funds

i For the setting up of the Company's galvamz:d stecl sheet production line and colour coating
steel sheet production line, the planned investment was Rmb2,640,000,000. As at 31
December 2002, Rmb870,687.000 had been invested.

i, For the alteration project for the Large Section Plant, the planned investment was
Rmb689,000,000. As at 31 December 2002, Rmb662,266,000 had been invested.

it For the renovation of the flattening machine of the Thick Plate Plant and alteration of the
main power supply unit of the plant, the planned investment was Rmb370,000,000. As at 31
December 2002, Rmb221,452,000 had been invested.

The commencement of operations of the above projects is expected to take place in 2003.

NUMBER OF EMPLOYEES OF THE.COMPANY, EMPLOYEES’ QUALIFICATIONS,
SALARY POLICY AND TRAINING

As at 31 December 2002, the Company had 7,991 employees, of whom 5,630 were involved in production,
37 were sales personnel, 381 were technicians, 63 were accounting personne!, 670 were administrative
personnel. Among them, 765 had bachelor or higher degrees, representing 9.57% of the total number of
the employees; 1,072 had techaical diplomas, repr ing 13.42% of the total number of the employees:
369 had secondary education, representing 4.62% of the total number of the employees. As at the end of
the year, the Company had to pay pension for 868 staff members who were retiring or had resigned.

During the year, the Company imp d a positi lated salary system and flosting annual salary
system for its senior management, pegging their salaries to the overall operating results of the Company
as well s to their personal performance and the operating indices undertaken. A position-related salary
system was also implemented for production and technical staff, pegging their salaries to the relevant
production and operations indicators, In addition, the salaries of sales personnel were pegged to the profits
from turnover. In order to upgrade the service standard of the staff, the Company provided them with
various types of training, including a three-day training in respect of briefing on position to all staff
during the year, training on specialized legal knowledge,and techuical training was provided to over 500
staff members.

DEVELOPMENT PLAN FOR THE NEW YEAR

The Board is of the opinjon that there are both favorable and unfavorable external factors affecting the
development of the Company in 2003, As far as unfavorable factors are concemed, the prices of iron and
steel products have been rising gradually since the second half of 2002, and prices may be under pressure
to fall in 2003. The rising domestic demand for iron and steel preducts is expected to fuel the expansion
of domestic preduction scale. In particular, growing investment by privately-run enterprises will intensify
the competition in the domestic market for iron and stee} products. At the same time, the rising prices of
domestic iron and steel products will also encourage the import of overseas praducts into China, which in
turn will increase product supply, thercby intensifying the competition among domestic iron and steel
products.

As far as favorable factors are concerned, in 2003 China will continue to maintain its policy to expand
domestic demand, implement a sound financial policy and a stable y policy and accel the
strategic adjustment of economic structure. The national economy will continue to maintain a relatively
high growth rate while investment in fixed assets will maintain e faster growth. This will help increase the
demand for iron and stee] products. From the Company’s perspective, upon the completion and operation
of projects now under construction, such as the renovation of Large Section Plaut and the Thick Plate
Plant, establishment of the galvanized ste¢l and color coating production lines, cold rolled steel expansion
and renovation projects and the jointly controlled entity’s galvanized steel production line, the development
of the Company will be further enhanced.

Proposed measures for the production and operations of the Company in 2003 are as-follows:

3 Accelerate the pace of technol 1 reforms by f this year on the renovation reform of the

Large Section Plant and the Thick Steel Plant, expansion and renovation of cold rolled steel and
establishment of galvanized steel and color coating preduction lines so that they c¢an come into
operation as soon as possible.

4, Strive to carry out technological innovation; increase investment in science und technology and
step up the rescarch and manufacture of state-of-the-art products; take full advantage of the
equipment jnstalicd upen completion of technological reforms; improve product positioning; adjust
product structure, such as E-grade sheets for vessels, plates for bridges and vebicles, key rails with
a speed of 300 km/hour, etc.; strive to create more new products and technologies carrying the
Company’s own intellectual property.

S, Optimize organizational structure and accelerate innovation of mechanism; focus mainly on
reforming of staffing and distribution systems and planning for the optimization of the Company's
organizational structure so as to raise the level of corporate management on a continuous basis and
increase the competitiveness of the Company in the market.

THE DMPACT OF THE OPERATING ENVIRONMENT, MACROECONOMIC POLICY AND
CHANGES IN LAWS AND REGULATIONS ON THE COMPANY

Since 23 March 2002, tbe Ministry of Foreign Trade and Economic Cooperation of the PRC announced
that it had placed a case on file for investigation on anti-dumping for imported colé rolled steel sheets
produced jo Russia, Korea, Kazakhstan, Ukraine and Taiwan.

On 24 May 2002, the Ministry of Foreign Trade and Economic Cooperation of the PRC announced that a
temporary protection measures i respect of nine types of imported steel products such as ordinary medium-
gauge plates was adopted and that an import quota would be implemented. A special tariff at 7% to 26%
would be imposed on any imported products in excess of the quota for a period of 180 days.

‘The Ministry of Foreign Trade and Economic Cooperation of the PRC d that a final pr
measure with respect to five types of imported steel products such as ordinary hot rolled steel sheets, cold
rolled steel sheets (strips), colour caating steel sheets, non-tropism silicon electric steel and cold rolled
stainless steel sheets (strips) was implemented on 20 November 2002.

These measures are important for ensuring that order is maintained in respect of the. import and export
trading of steel and the healthy development of the domestic steel market as well as facilitating the business
development of the Companby.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE OF THE GROUP (IN
ACCORDANCE WITH IFRS)

As at 31 December 2002, the Group had a long term loans of Rmb1,463,000,000 with an annual interest
rate of 5.49%. The term of the loan is 3 years and the loan was mainly used for technological improvement,
As at 31 December 2002, the Group had cash and cash equivalents of Rmb1,702 million, which increased
by Rmb991 million from Rmb711 millioo from the previous year. It was attributable to incrcase in cash
received from sales of products and bank loans.

In 2002, the total assets less current liabilities of the Group amounted to Rmb®,147 million, compared
with Rmb7,721 million in 2001, The sharchoiders’ fund of the Group amounted to Rmb7,674 millioa in
2002, compared with Rmb7,304 miilion in 2001.

ASSETS PLEDGED

ANSC-TKS, the Company’s jointly controlled entity, pledged certain of its land use rights, construction
in progress, properties, buildings, machinery and equipment, to Bank of Chipa as securities for a loan.
The Company had pledged the 50% equiry interests held by it in ANSC-TKS to Ban}: of China.
COMMITMENTS AND CONTINGENT LIABILITIES

As at 31 December 2002, the Group had capital commitment of Rmb3,428 million, which was for financing

the construction costs of projects.

As at 31 December 2002, the Group did not have any contingeat }iabilities,

FOREIGN EXCHANGE RISK

The Company does not have any significant foreign currency risk exposure arising from its sales and

purchases of raw materials for production as these transactions are mainly carried out in Renminbi, with

the exception of a small portion of export sales conducted in foreign currencies. The Company incurs

foreign cursency risks on commitments to purchase plant and equipment in currencies other than Renminbi.

The Company uses foreign currency deposits to bedge such foreign currency risks.

GEARING RATIO

In accordance with IFRS, the shareholders’ funds to liabilities ratio of the Group in 2002 was 1,66 times,

compared with 2.61 times in 2001

IMPACT OF TAX RATE, EXCHANGE RATE AND INTEREST RATES

In 2002, the tax rate applicable to the Company did not change. Exchange rate for converting Renminbi to

US dollars has changed slightly. These factors did not significantly affect the financial position of the

Company. In 2002, the change in interest rate did not have a substantial impact on ths finaacial position

of the Company.

TRUST DEPOSITS

As at 31 December 2002, the Company did not have any trust deposits placed with any non-banking

financial institutions in the PRC and did not encounter any difficulties in making withdrawals of the
pany's fixed deposits with banks,

i. Continue with improving the centralized and unified system for prod optimize
the implementation of contracts and plans for the purpose of shortening the production cycle:
improve the production organizational model; in particular, ensure that new projects meet production
targets and efficiency to maximize the advantages of new projects.

2. Further respond to the changes in sales networks and strengthen marketing management; costinue
to strive to develop direct suppliers by providing more quality services to them and establishing a
strategic cooperation relationship with them. § hen the ma of the rel hip with
clients, enhance the services provided to them and improve the services before, after and in the
course of sales.

MATERIAL LITIGATION AND ARBITRATION

The Company was not involved in any material litigation or arbitration during the year.

PURCHASE, SALE AND REDEMPTION OF SECURITIES

In 2002, the Company issued 2,938,530 A shares in respect of the conversion of the convertible debentures
issued by the Company in March 2000. Other than these A shares issued upon such conversion, there were

no other purchase, sale or redemption by the Company or any of its subsidiaries of its securities during
the year.
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PLEDGE OF EQUITY INTEREST IN JOINTLY CONTROLLED ENTITY

The Board of Directors of the Company passed a resolution on 22 October 2002 which approved the
Company o enter into the Equity Pledge Agreement, the Equity Retention and Subordination Agreement,
the Completion Suppert Agreement and the Fund Shortage Support Agreement with Thyssen Krupp Stahl
AG (“Thyssen”) and Bank of China for a syndicated loan to ANSC-TKS. Pursuant to these agreements,
the Company and Thyssen pledged their respective interests in ANSC-TKS for & syndicated loan of Rmb
1.08 billion.

SUPPLEMENTARY INFORMATION PUBLISHED AT THE WEBSITE OF THE STOCK
EXCHANGE

- In accordance with the requirements of section 45(1)-(3) of the appeadixes 16 of the Listing Rules, the
Company will publish the details of al} financial and related information on the website of the Stock
Exchange of Hong Kong as scheduled.

SUBSEQUENT EVENTS

On 14 January 2003, the Company convened a Board meeting and passed a resolution which approved
the Transfer Agreement between the Company and Angang Holding. Pursuant to this transfer agreement,
the Company agreed to acquire the land use rights of three pieces of land and the title to six buildings
situated thereon from Angang Holding for 2 total consideration of Rmb150,915,000. The three pieces of
land consist of a total area of 335,133.80 square metres and the total gross floor area of the buildings is
6,350.1 square metres. The land and buildings were acquired for the improvement and cxpansion of the
production facilities at the Cold Rolling Plant, the construction of the Galvanised Steel Production Line
and the improvement of the production facilities at the Large Section Plant.

On 17 February 2003, the Company convened a Board meeting and passed a resolution which approved a
proposal for the adjustment of the depreciation rates applicable to the fixed assets of the Company with
effect from 1 January 2003, After making the adjustments to the depreciation rates, it is d that,
based on the total fixed assets of the Company in 2003, the provision for depreciation for 2003 will
increase by approximately Rmb103 million compared to 2002.

On 17 March 2003, the Company convened a Board meeting and passed a resolution which approved a
joint veature contract (the “Joint Venture Contract™) beiween the Company, B4R RIEA D @E%ﬁ%’&
) (Angang International Trading (Group) Company) (“AITG”) and Angang New Steel and Iron Company
Limited (“"ANSI"”) for the joint establishment of BREARFRB M P T RS IR LA H) (Angang Shenyang
Steel Product Processing & Distribution Company Limited) (“Angang Shenyang™). Angang Shenyang is
principzally engaged in the processing, sales, warehousing and delivering of steel, According to the Joint
Venture Contract, the total investment of Rinb48 million was contributed by (i) the Company, as to Rmb14.4
million, representing 30% of the total investment; (ii) AITG as to Rmb19.2 million, representing 40% of
the total investmeat; and (iii) ANSI as to Rmbl4.4 million, representing 30% of the total investment.

OTHER INFORMATION PUBLISHED CONCURRENTLY IN THE PRC
Differences between the PRC Accounting Rules and Regulations and IFRS

Unir: Rmb’000
PRC Accounting
Rules and Regulations IFRS
Net profits 594,588 598,316
Adjustments made in accordance 1. Set off against the increase in profit of Rmb4,536,000
with PRC Accounting Rules arising from amortisation of intangible assets;
and Regulations 2. Profit increased by Rmb7,925,000 from capitalisation of

interest;

3. Profit decreased by Rmb7,143,000 due to amortisation
of start up fees of the Jointly Coatrolled Batity;

4. Profit increased by Rmb165,000 due to inability to pay
an account payable of Rmb165,000;

5. Profit declined by Rmb1,755,000 due to the relevant tax
payable.

MOVEMENT IN SHARE CAPITAL
As at 31 December 2002, the equity structure of the Company was as follows:

Unit: share
Convertible
debentures
and
Opening converted Closing
balance shares balance
1 Unlisted shares
Domestic legal person
owned shares 1,319,000,000 — 1,319,000,000
Total unlisted shares 1,319,000,000 —_ 1,319,000,000
1. Listed shares
1. Renminbi ordinary shares 748,935,149 2,938,530 751,873,679
2. Overseas-listed foreign
invested shares 890.000.000 — 890,000,000
Total listed shares ...1,638,935,149 2,938,530 1,641,873,679
WL Tosal number of shares iSO 238330 _2300.873.679

DETAILS OF SHAREHOLDERS
1. Table showing the top 10 major shareholders

The total number of shareholders at the end of the reporting period 260,058
Shareholdings of the top 10 major shareholders
Inerease/ Number of Number of
decrease In Shares hield Class of shares pledged Type of
Name of Shareholder 2002 atendofyear  Percentage Shares crirozen  Sharcholder
{%)
Angang Holding = 1319,000,000 4455 Non-irculated —  State-owaed
shareholder
HKSCC Nominets Limited -50,000 858,959,999 29.01 H Shares (Unknowa Foreign
in circulation shareholder
CHIN YIU TONG - 5,652,000 0.19 H Shares Unknown Foreign
in circalation shascholder
REEHORED - 2.859.884 .10 A Shares lnkoown
in cirtulation
BRBSHARELE - 2,500,722 0.8 A Shares Unknowg
in circulation
BRASERES - 2,015,800 0.07 Shares Unknown
in circulation
BABSRRED - 1,740,044 0.06 A Shasey Unknown
in circulation
2313 - 1627719 0.05 A Shares Unkaown
in circulation
ERESRREL - 1506,336 005 A Shares Unkaows
in circulation
BRUAHBESRRES - 1.411,020 0.05 A Shares Uinkaown
in circulation
Details of the ¢ relationship.amongst, or concerted action of, the top 10 raajor shareholders,

Angang Holding, the largest shareholder of the Compaay, has no relationship with any of the other
shareholders listed in the top 10 sharcholders of the Company nor is Angang Holding a party to
any concert action as described the Procedures for the Administration of Information Disclosure
for M in Shareholding Held by Shareholders of Listed C of the PRC. The Company
is not aware of any relationship between the top 10 shareholders of the Company or whether such
sharcholders are parties to any concert action,

2. Details of the controlllng shareholder and other de facto controller

‘The controlling shareholder of the Company is Angang Holding. Legal representative: Lin Jie;
Year of incorporation: 1948. Principal busi : production of steel prod metal products (non-
franchise), cast iron tubes, metal structures, metal wire and products, sintering and coking products,
cement, power generation, metallurgical machinery and parts, electrical machinery, electricity
transmission and supply and control facilitles and meters, mining of iron and manganese ores,
refractory earth and stone extraction, Principal products: steel pressing products and metal products;
registered capital: Rmb10,794,160,000. Shareholding structure: wholly-owned by the State.

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

1 Change in Shares held by Directors, Supervisors, and Senior Management
Number of
Nomber of shares shares beld
Terms Bedasall  Chaogefor walll
Mime Pt Sa A of sppelatmen Jusmary W02 theyear  December 3001
{share) {sbre) {share)
LivJie Chatrman of the Bowrd Male kil 2000.5.4-2003.5.7 5,000 0 5,000
CAl Denglos. Viee Chaiman Mie 5t " 2000.10.18-20035.) 0 0 0
YANG Hua Vies Chairmus Mals 4 W00.10.11-2003.5.7 0 0 [}
YAO Lia Directas, Genennd Mymager Mie 3 1005420057 5000 [ 500
WANG Baolin  Direstor Mals b1 WS H2003.5.7 5,000 0 5,000
UZiagws  Director, Deprty Genert Masages Mile QeI 0 6 0
TIANGLifes  Dirctor Depoly General Mamages Female B 20100 3 0 0
FU filmi Director, Depaty General Manager Male b 0005.3-2003.5.7 5000 0 5,000
LU Xiaizng  Direcor, Deputy General Mamager Male 59 20054200357 S0 0 5,000
YU Wasyuan Noneaecutive Director Mule L 200053200357 ) 0 0
YANG Tizrjan  Indepeadent non-crecaiive
Director Male © 20053200357 0 0 0
Venantins AN Independent no-cxecutive
Director Mue » 2000.5.8-2003.8.7 0 ) 0
U0 Yomgze Tndependent non-xecutive
Directos Mue bi 2002.11.20-2003.5.7 [ L) )
Q! Cony Chairman of the
Supervisery Conmitiee M il WS35 < 9 1
ZHOU R Supervisor & Ohairman
of the Laboar Unica Male b 2005.5-2003.5.1 5000 ) 500
JIN Zooyong Supervisor Male “® 20005.8-3003.5.1 500 [ 5000
FU e Deprty General Managan Ml “ 008,45 preect 9,00 [ 900
WA Laspong  Chief Acecmniast Ml 4 02325 preseat [} 0 ]
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2. Position held by Directors and Supervisors in Shareholders’ Unit
‘Whether receiving
Name of Term of remuneration
Name Shareholder Position Held appointment and subsidies
Liu Jie Angang Holding General  December 1994 Yes
Manager to present
Yang Hua Angang Holding Deputy Secretary to  December 2001 Yes
the Party Committee to present
Cai Denglou  Angang Holding Deputy General January 1999 Yes
Manager to present
Yu Wanyuan Angang Holding Deputy General  December 2001 Yes
Manager to present
Qi Cong Angang Holding Senior Management November 1998 Yes
personnel to present
3. Remuneration of Directors, Supervisors and Senior Management (Rmb)
Total annual remuneration 1,472,900
Total remuneration for the top 351,800
three highest paid dirsctors
Total remuneration for the top 351,800

three highest paid senior management

Payments to independent directors HK$20,000/year or Rmb20,000/year for each

independent director

Range of remuneration
Below 50,000

50,000 to 100,000 3
100,000 t0 120,000 9
120,000 to 140,000 . 1

TABLE SHOWING PRINCIPAL OPER‘ATIONS BY INDUSTRY AND PRODUCT SEGMEN’i‘S
DURING THE REPORTING PERIOD

No. of persons

Percentage

of incame Percentage

from of cost of

principal principal
actlvities actlvities Gross
Income compared with compared with profit
from Cost of Gross  previous year  previous year margln
principal principal proftt  Incrense (+)  Increase(+)  Incremse (+)
Products activities activities margin  /decrease (-} /decrease () /decrease ()
(%) (%) (%) (%)
Cold rolled sheets 4,302,645 3,837.017 10.82 39.40 34.32 45,23
Thick plates 2.309,085 2.066.566 10.50 -4.85 <223 -18.60
Wire rods 1,653,465 1,575,276 4.73 -2.21 -3.44 3438
Lerge steelf products 2,198,228 1,701,935 2258 138 -0.32 6.26
Stee! billets 307,654 293,003 476 160.45 140.72 256.58

Including: connected

transactions 1,208,952 1,092,783 9.61 8.25 701 12.27

PRICING POLICY FOR CONNECTED TRANSACTIONS

Not less than the average of selling prices between the Company and its independent third parties during
the previous month,

DESCRIPTION ON THE NECESSITY AND CONTINUITY OF CONNECTED TRANSACTIONS

Steel production requires a larger degree of continuity. The Company relies on Angeng Holding and its
subsidiaries for supply of most of its raw materials and sclls part of its products to Angang Holding and
its subsidiaries, Therefore, such connected transactions will continue for the future productions and
operations of the Company.

INFORMATION OF PRINCIPAL OPERATIONS BY GEOGRAPHICAL SEGMEN

As the product sales activities of the Company were mainly carried out at the place where the Company is
located, no segmental report has been made.

MAJOR SUPPLIERS AND CUSTOMERS

(Unit RMB*000)

Total purchase of the top 8,056,130 Percentage of 59%
five largest suppliers total purchase
Total sales to the top 1,831,083 Percentage of 17%

five largest customers total sales

EXPLANATION ON THE SIGNIFICANT CHANGE IN PROFITABILITY OF PRINCIPAL
OPERATIONS (GROSS PROFIT MARGIN) AS COMPARED WITH LAST YEAR

The increase in profitability of the Company's prmclpal operations during the year was mainly attributable
to the Company’s r:allgnmenl of its pmduct mix in an active manner, expansxon in the propomon of high
value-added products and a rise in price of the Company’s products, in particular, the price increase for
cold rolled sheet products had increased by 8.35%.

STATUS OF ACHIEVING OPERATION TARGETS

Actual
performance

Rmbl10.771 billion
4,303,700 tonnes

Initial operation
targets of the year

Rmb9,900 millioa
4,330,000 tonnes

facome
Production volume
EXPLANATION ON THE DIFFERENCES

‘The Company's income was higher than the initial operation target for 2002, which was atiributable to the
increase in the proportion of high value-added products and the higher-than-expected prices of steel
products.

PERFORMANCE OF UNDERTAKINGS

The second Board of Directors proposed at its eighth meeting the following profit distribution proposat of
the Company for 2002 :

The Cotmpany intended to make a profit distribution after completion of the financial suditing for the year
2002, It is expected that not be less than 40% of the realized net profit for 2002 will be used for profit
distribution, which will be mainly made in the form of cash,

The profit distribution proposal for 2002 was implemented in accordance with the above board resolution.
DISCHARGE OF DUTIES BY INDEPENDENT DIRECTORS

tablished 4

The Company has app directors and for the indep directors.
The independent directors have dxsch:uged their duties in accordance with the requiremients of the relevant
laws and regulations, and had expressed their independent opinion on material matters of the Company in
order to safeguard the interests of the Company as well as the minority shareholders.

REPORT OF THE SUPERVISORY COMMITTEE

During the year, members of the Supervisory Committee carried out their duties conscientiously in
accordance with the Company Law and the Articles of Association of the Company t> protect the lawful
interests of the Company and its shareholders.

@) The Supervisory Committee attended 2 general meetings, 2 Board meetings of the Company as
non-voting participants and convened 4 supervisory meetings. The Supervisory Committee proposed
independent opinions and advice on the basis of their full knowledge of the Company’s major
production and operation decisions and implemeatation process.

a. The second Supervisory Committee convened the fourth meeting on 25 March 2002 at which
the following resolutions were examined and passed:

— the report of the Supervisory Committee for the year 2001;

the proposal on the remuneration of supervisors for the year 2001;
- the rules of discussions for the Supervisory Committee.

b. The second Supervisory Committee convened the fifth mecting on 24 April 2002 at which
the Company’s report for the first quarter of 2002 was examined and passed.

[ The second Supervisory Committee convened the sixth meeting on 19 August 2002 at which
the following resolutions were examined and passed:

the Company's 2002 interim report and its summary;

— the Company’s appropriation proposal for the first half of 2002. The Company neither
- appropriated any profit nor converted public surplus fund into shares for capital

increase for the first half of 2002,

d. ‘The second Supervisory Committee convened the seventh meeting on 24 October 2002 at
which the Company’s report for the third quarter of 2002 was examined and passed,

(ii)  The Supervisory Committee assisted the Company in regulating itself as a joint stock company
and strengthening its internal supervision. It also effectively monitored the Company's operations
to ensure compliance with the relevant laws and regulations, such as PRC Company Law and the
Company’s Articles of Association. It has examined and reviewed the connected transactions entered
into between the Company and Angang Helding as well as reviewed the relevant information in
order to ensure the faimess of such transactions.

The Supervisory Committee provided independent opinion on the following insues:

a. During the year, the Company's operations had complied with all relevant laws and regulations
and no viclation of regulations had occurred. The Company has improved its internal
management system and the decision making procedure of the Company complied with

applicable laws and regul

b. None of the directors and the general manager had violated any laws or regulations or the
Articles of Association of the Company when performing their duties or have otherwise
acted in a manaer as to infringe upon the interests of the Company.

c. The auditors’ report issued by the auditors accurately reflected the Company's financial
position and operating results.

d. The actual application of the proceeds was io line with the projects undertaken,

e. During the year, all the connected transactions with Angang Holding, including the purchases

of raw materials, materials, energy and utilities were conducted on the basis of arm’s length
negotation; there was no insider dealing, the interests of the Company were not adversely
affected and the Company did not incur any loss in value to its assets.
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The following is a summary of the audited results for the year ended 31 December 2002 extracted from
the audited financial statements of the Company and its jointly controlled entity (collectively referred as
“the Group™) prepared in accordance with the International Financial Reporting Standards (“IFRS"),
together with comparative figures for corresponding period in 2001.

Turnover

Cost of sales

Qross profit

Other operating income

Distribution and other operating expenses
Administrative expenses

Profit from operations

Net financing (costs)income

Profit from ordinary activities before
taxation

Income tax expense
Profit attributable to shareholders

Dividends attributable to the year:

Final dividend proposed after the balance
sheet date

Eamings per share
- Basic

- Diluted

Noter:

1 Bas!s of preparation

Note 2002 2001
Rmb’000 Rmb'000

3 10,746,477 9,465,247
(9,480,916) (8,426,475)

1,265,561 1,038,772

4 30,957 25,505
(185,530) (158,670)
(247,409) (232,641)

863,579 672,966

5(a) (6,097) 25,858
5 857,482 698,824
6 (259,166) (332,343)
5981316 366|481

296i087 236,635

7

Rmb 0.202 Rmb 0.124

Rmb 0,202 Rmb 0.124

In preparing the financial 1tatements, the accounting policies have been consistently applied by the Group and
are consistent with those used in the previous year except that land use rights are carried at cost less amortisation
snd impairment losses effective 1 Janusry 2002. The effect of this change resulted io a decrease in shareholders'
funds 23 of [ January 2002, The effect of this change did not have & materin} impact on the Group’s finaseial

condition and resuits of operations in prior years.
2. Segment reporting

The Group's profits are almost eatirely attributable to the production and sales of steel products in the PRC.

Accordingly, no segmental analysis is provided.
3. Turnover

Turnover represents the aggregate of the invoiced value of goods sold, after allowances for goods returned, trade
discounts, value added tax sod sales surtaxes. All of the Group's operations are conducted In the PRC.

4. Other operating Income

Packaging materials income
Income from sales of scrap materials
Others

3, Profit from ordinary activities before taxation

Profit from ordinary activities before taxation is arrived at after charging/ (crediting):

(@) Net financing costs/(income):
{nterest and other borrowing costs
Less: amousnt capitalised as construction in
progress®

Net interest expense

Net exchange difference
Less: amounl capitalised as constructon in
progress

Nei exchange gain
Interest income
Bank charges

for construction in progress.

(&) Otheritems;
Cost of raw materials
Depreciation
Amortization of lease prepayments
Loss on disposals of property, plant and
equipment

The borrowing costs have been capitalised at an average rate of 4.88% (2001; 5,58 %) per annum

2002 2001
Rmb 000 Rmb*000
§,159 7214
23,096 18,213
1,102 7
30,987 25 505
2002 2001
Rmb'000 Rmb'000
46,855 23,138
(35,982) (12,680)
10,573 10,435
(19,938) 20,892
19,918 (21,082)
(20) (190)
(6,275) (37,790}
1,819 1,667
6,097 (25,358)
2002 2001
Rmb’000 Rmb’000
7,896,508 6,982,978
436,167 347,075
2,758 —
25,202 30.960

6. Income tax expense
2002 2001
Rmb'030 Rmb'000
Current tax expense 257,411 295,081
Deferred tax expense 1,758 17,262
Total income tax expense 259,166 332 343

The provision for PRC income tax is calculated at 33% (2001: 33%) of the estimnted assessnblo profits for the
year determined in accordance with relevant income tax rules and regulations in the PRC,

The Group did aot earn income subject to overseas income tax and therefore oo provision has been made for
overseas income tax,
7. Earnings per share

(8) Basic earnings per share
The calculation of basic earnings per share is based oa the profit attributabile to shareholders of
Rmb598,316,000 (2001: Rmb366,481,000) and a weighted average number of shures outstanding during
the year of 2,959,439,000 (2001: 2,946,646,000),

(b)  Diluted carnings per share
The calculstion of diluted earnings per share is based on the profit alwributable to sharcholders of
Rmb5%8,316.000 (2001: Rmb366,481,000) and a weighted average number of shares of 2,962,588,000

(2001: 2,952,629,000) after the adjustment with regerd (o the effects of conversion of remaining
convertible debentures,

The ion of ining convertible will not affect the profit attributable to sharcholders
as tho interest incurred was capltalised as construction in progress.

8. Comparative igures
ANl comparative figures of the Group represent the Company’s own figures as the joiatlv controlled entity was
oot formed uatit 2002.
DIVIDENDS
Pursuant to & resolution passed at the directors’ meeting on 31 March 2003, 2 final dividend of Rmb10
cents (2001: Rmb8 cents) per share totalling Rmb296,087,000 (2001: Rmb236,635,000) was proposed
for shareholders® approval at the Annual General Meeting.
The final dividend proposed after the balance sheet date has not been recognised as a liability in the
financial statements prepared under IFRS as they are declared after the balance sheet date,
Final dividends in respect of the previous financial year of Rmb8 cents (2001: Rmb9 cents) per share has
been approved and paid during the year.
FINANCIAL STATEMENTS PREPARED UNDER PRC ACCOUNTING RULES AND
REGULATIONS
1. Audit opinion

The Group's financial statcments prepared under PRC Accounting Rules and Regulations have
been audited by Zhao Qi and Wu Wei of KPMG Huazhen and ap audit report with an ungualified
audit opinion was issued.

2. Financlal statements

Balance Sheets
At 31 December 2002
(Expressed in Thousand Renminbi)

The Group The Company

Assets 2002 2002 2001
Current assets

Cash at banks and in hand 1,702,051 1,675,586 761,229

Bills receivable 1,719,474 1,719,474 2,423,349

. Trade receivables 92,060 92,060 145,798

Other receivables 94,200 56,235 175,285

Prepayments 676,208 676,208 407,468

Inventories 1,217,049 1,217,049 904,213

Deferred expenses 4,534 4,321 3,244

Total current assets 5,505,576 5,440,933 4,820,58_6_
Long-term Investments —_— 248,305 —_
Flxed assets

Fixed assets, at cost or valuation 7,071,140 7,068,914 6,455,191

Less: Accumnulated depreciation {2,840,975) (2,840,761) (2,439,756)

Net book value of fixed assets 4,230,165 4,228,153 4,015,435

Construction in progress 2,358,791 2,094,732 1,076,095

Total fixed assets 6,588,956 6,322,885 5,091,530
Intangible assets and other assets

Intangible assets 323,863 318,666 325,772

Long-term deferred expenses 6,955 -— —_
Total intangible assets and

other assets 330,818 318,666 325,772

Total assets 12, 425i350 12 330‘789 10,237 888

O/
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ANGANG NEW STEEL COMPANY LIMITED

Liabilities and shareholders’ funds

Current liabilities
Short-term loans
Bills payable
Trade payables
Receipts in advance
Accrued payroll
Staff welfare payable
Dividends payable
Taxes payable
Other payables
Current portion of long-term labilities

Total current liabilities

Long-term Habilities
Loog-term loans
Convertible debentures

Total long-term liabilities
Total liabllities

Shareholders’ funds
Share capital
Capital reserve
Surplus reserve
(including: statutory public
welfare fund)
Undistributed profits

Total shareholders’ funds

Total liabilities and shareholders’ funds

¥ 0 ¥ OEL 8 RR 9 B RR & F

{a joint stock limited company incorporated in the People’s Republic of China with limited liability)

65,000 - —
1,525,791 1,525,791 1,177,592
298,724 298,724 267,859
995,222 995,222 480,296
38,753 38,599 40,733
7,795 7,795 4,292
296,087 296,087 236,635
95,309 95,253 177,812
120,187 90,836 111,884
-—_ —_ 120,000
3,442,868 3,348,307 2,617,103
1,463,000 1,463,000 400,000
10,121 10,121 19,388
1,473,121 1,473,121 419,388
4,915,989 4,821,428 3,036,491
2,960,874 2,960,874 2,957,935
3,078,693 3,078,693 3,072,099
484,078 484,078 365,160
242,039 242,039 182,580
985,716 985,716 806,203
7,509,361 7,509,361 7,201,397
12,425,350 12,330,789 10,237,888

Income Statements and Profit Appropriation Statements

For the year ended 31 December 2002
{Expressed in Thousand Renminbi)

Income from principal operations

Less: Costs of sales
Business tax and surcharges

Proflt from principal operatlons

Add: Other operating profit

Less: Operating expenses
Administrative expenses
Pinancial expenses/(income)

Operating profit

Add: Non-operating income
Less: Noa-operating expenses

Total profit
Less: Income tax expense
Net profit

Add: Undistributed profits at the
beginning of the year

Distributable profits

Less: Transfer to statutory surplus
reserve fund

Transfer to statutory public
welfare fund

Profits distributable to shareholders
Less: Transfer to discretionary
surplus reserve
Dividends

Undistributed profits at the
eng of the year

The Group
2002

The Company

2002
10,771,077 10,771,077 9,490,523
9,473,797 9,473,797 8,430,929
24,600 24,600 25,276
1,272,680 1,272,680 1,034,318
30,270 30,270 25,431
185,360 185,360 158,670
224,369 224,369 194,730
13,835 13,835 (25,858)
879,386 879,386 732,207
522 522 74
27,909 27,909 33,457
851,999 851,999 668,824
257,411 257,411 255,081
594,588 594,588 403,743
806,203 806,203 724,034
1,400,791 1,400,791 1,127,777
59,459 59,459 41,032
59,459 59,459 41,032
1,281,873 1,281,873 1,045,713
296,1; 296,15—7- 239,56
=SS e RRTIE . R0020
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Additional information:

Items

1. Proceeds from the sale and disposal of
divisions or invested entitics

2. Losses arising from natural disasters

3, Increase (or decrease) in total profits due
to the changes in accounting policy

4, Increase (or decrease) in total profits due
to the changes in accounting estimates

5. Losses (or gains) arising from
debt restructuring

6. Others

Cash Flow Statements

For the year ended 31 December 2002

(Exp din Th d Renminbi)

The Group
2002 2002

Notes to the

cash flow statements

Cash [lows from cperating activities:

Cash received from sales of goods
Refund of taxes

Sub-total of cash inflows

Cash paid for goods

Cash paid to and on behalf of
employees

Taxes paid

Cash paid In relation to other
operating aclivities

Sub-total of cash outfiows
Net cash Nlow from operating activities

Cash flows {rom Investing activities:

Proceeds from the disposal of fixed assets
Cash from interest received
Cash received relating to other investing activities

Sub-total of cash inflows

Cash paid for acquisition of fixed asses

Cash paid for acquisition of investments

Cash paid for construction in progress,
intangible assets and other long-term assets

Cash paid relating Lo other investing activities

Sub-total of cash outflows
Net cash Now from Investing activities

Cash flows from {Inancing activities:

Proceeds from loans
Cash received relating to other financing activities

Sub-total of cash inflows

Repayments of loans
Cash paid for dividends or interest payment

Sub-total of cash outllows
Net cash ftow from ftoancing actlvities

Effect of exchange rate fluctuations on
cash held

Net Increase in cash and cash equivalents

Notes to the cash flow statements

The Company

2001

The Grovp  The Company
13,648,354 13,648,354

(3,974 13974
13,662,328 13,662.328

(10,591,884)

(10,591,884)

(232,429) (232,429)
(597.898) (597,898)
(141,189) {141,189)
(11,563,400) 11,

(a} 2,098,928 2,098,928
165 195

6,201 6,201

-— 86,980

6,396 93,376
2,656) (145)
-— (248,305)
(1,851,029) (1,696,732)
@2,612) -
(1.896,297) (1,945,182)
(1,889,9¢1) (1,851,806)
1,228,000 1,163,000
74 -

1,228,074 1,163,000
(220,000) (220,000)
(282,698) {282,398)
(502,668) (502,398)
725,376 660,602
6,419 6,633

© 940 82% 514,357
The Group The Company

{a) Reconciliation of net profit to cash flows from operations:

Net profit

Add: Bad debt provision
Depreciation of fixed assets
Amortisation of intangible assets
Increase in deferred expenses
Loss on disposals of fixed assets
Financial expenses
Increase in inventories
‘Write back of inventories provision
Decrease in operating receivables
Increase in operating payables

Net cash flow from cperating activities

594,588 594,588
104 104
435,851 435,851
7.106 7,106
(.077) (1,077)
25.202 25,202
12,297 12,297
(293.652) (293,652)
(19,184) (15,184)
520,839 520,839
816,854 816,854
2,098,928 2,008,928

S I
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(b) Non-cash transactions of investing and financing activities:
Conversion of debt to capital 9,368 9368
(c) Net increase In cash and cash equivalents:
Cash at the end of the year 1,702,051 1,675,586
Less: Cash at the beginning of the year (559,141) (559,141)
Add: Cash equivalents at the end of the year -~ —
Less: Cash equivalents at the beginning of the year (202,088) {202,088)
Net increase in cash and cash equivalents 040,822 914,357
There are no changes in al ing policies; ing esti and measurement basis as compare

with previous annual report,

On 9 January 2002, the Company entered into a joint venture agreement and a technology transfer
agreement with Thyssen Krupp Stahl AG (“Thyssen”). The business registration of ANSC-TKS
Galvanizing Co. Ltd. (*ANSC-TKS™) was completed on 8 Pebruary 2002, The financial statements
of the Group have been prepared in accordance with the Accounting Standards for Business
Enterprises and Accounting Regulations for Business Enterprises issued by the Ministry of Finance.
ANSC-TKS is a sino-foreign equity joint venture established between the Company and Thyssen
‘over which the control exercised by each party is established under contractual agreement. During
the preparation of the consolidated financial statements, the Company consolidated the assets,
liabilities, revenue, costs and expenses of ANSC-TKS oa a pro rata basis,

Certain comparative figures of 2001 have been reclassified for the ease of comparision.

DIFFERENCES BETWEEN FINANCIAL STATEMENTS PREPARED IN ACCORDANCE
WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) AND PRC
ACCOUNTING RULES AND REGULATIONS

2002 2002
The The
Group Company
Note Rmb’000 Rmb'000
Profit attributable to shareholders under IFRS 598,316 598,316
Adjustments:
Share of loss of jointly controlied entity, net of tax (i) - 4,786 —_
Pre-operating expenses (iv) 6,955 — -
Revaluation of land use rights ) , 536) (4,536) —_
Amortisation of lease prepayments (vi) — —
General borrowing costs capitalised (vii) a, 915) (7,925) —
Write off of long outstanding accounts payable (vilh) (165) (165)
Deferred tax charge (ix) 1,758 4,112 37,262
Profit stiributable to sharcholders under
PRC Accounting Rules and Regulations 594,588 594,588 403,743

Shareholders funds under IFRS 7,674,255 7,674,255 7,303,742
Adjustments:
Dividends © (296,087) {296,087) (236,635)
Shere of Joss of jointly controtled entity, net of tax (i) - 4,786 -
Convertible debenures (i)
- Discount on convertible debentures (592) (592) (1,676)

- Additional b ing costs capitali (6,935) (6,935) {6,549)
Pre-operating expenses iv) 6,955 — —_
Revaluation of land use rights (v) 204,120 204,120 208,656
Amontisation of lease prepayments (vi} 188 —- —
General borrowing costs capitalised viiy 7,925) (7,925) -
Deferred tax (ix) (64,618) {62,261) (66,141)
Sharcholders’ funds under PRC Accounting Rules

and Regulations 7i509i361 7,509,361 7,201,397

Notes:

O]

(i)
¢

(iv)

4]

o

(viiy

According to IFRS, dividends should be recognised as a liability in the period in which they are declared or
approved. However, in the financial statements prepared under the PRC Accounting Rules and Regulations
(“PRC financial statements™), the dividends are recognised in the period to which the dividends relate.

The amount represents the difference in treatment of pre-operating expenses and land use rights between the
IFRS and PRC financial of the jointly in notes (iv) and (vi) respectively.

The zmounts represent the different treatment on transaction costa and discount on convestible debentures between
the 1FRS and PRC financial atatements.

Pre-operating expenses are expensed when incurred under IFRS. However, in the PRC financial statements, pre-
operating expenses are capitalised before the commencement of operation and will be written off when the
enterprise commences operation.

Effsctive 1 January 2002, Iand wse rights are carried at historical cost base under IFRS. Accordingly, the surplus
oo the revalustion of land use rights net of deferred tax asset was reversed from sharebolders’ equity. Under the
PRC Accounting Rules and Regulations, land uss rights are carried at revalued amount.

Land use rights are amortised on a straight-line basis over the respective periods of rights from the date of grant
under [FRS. Under the PRC Accounting Rules and Regulations, land use rights are amortised when the
construction work on the related land has been completed.

Under IFRS, general borrowing costs are
qualifying assets. Under the PRC A )
income statement when incurred,

rate to the on the
g cosis are charged to the

i by epplying &
Rules and

general

(viii)

(ix)

Under IFRS, the write off of long outstanding accounts payable is recognised in the incoms statement. Under
the PRC g Rules and it long diog accounts payable are written off against the capita)
reserve.

Deferred tax is provided on the IFRS adjustments at the tax rate of 33%.

Pursuant to the requirement under the PRC “Accounting Regulations for Business Enterprises”, which became
effective from 1 January 2001, the water and electricity use rights, which were capitalissd as Intangible asseis
with a total carrying value of Rmbl12,915,000 as at 31 December 2000 would have o be retrospectively de-
recognlsed in the PRC financial statements and the related tax benefits would no longer exist. Under such
circumstances, the related deferred tax aasets of Rmb37,262,000 as at 31 December 2000 were written off in the
[FRS financial statemeats in 2001,

Angang New Steel Company Limited

31 March 2003

NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that the 2002 Annual General Mecting of the Company will be held at
Conference Room on 3/F, Angang Doung Shan Hotel, 108 Dong Feng Street, Tie Dong District, Anshan
City, Liaoning Province, the People’s Republic of China at 9:00 a.m. on 23 May 2003 for the purpose of
considering and, if thought fit, passing the following resolutions:

1.
2.

to consider and approve the 2002 report of the board of directors of the Company;

to consider and approve the 2002 report of the supervisery committee of the Company;

to congider and approve the 2002 audited financial of the C as at 31 D b
to consider and apprové the proposed profit distribution plan of the Company for 2002;

to determine the remuneration of the dircctors and the supervisors of the Company for 2002;

to consider and apprave the appointment of the auditors for 2003 and to authorise the board of
directors of the Company to determine their remunesation;

to consider and approve the election of the members of the third board of directars of the Company;
and

to consider and approve the election of the members of the third supervisory committee of the
Company.
By order of the Board
Fu {i Hul
Company Secretary

Liaoning Province, the PRC

31 March 2003

Registered Office:

No. 396, Nen Zhong Hua Lu,
Anshan City, Liaoning Province
The People’s Republic of China

Notes:

(A)

®)

©

)

(B)

(H)

Holders of the Company’s H shares whose names appear on the register of members of the Company
at the close of business on 23 April 2003 are entitled at attend the Annual General Meeting with
their passports or other identity papers,

‘The register of members of the Company will be closed from 24 April 2003 to 23 May 2003, both
days inclusive, during which time no share transfer will be effected.

Each shareholder who has the right to attend and vote at the Annual General Meeting is entitled to
appoint oae or more proxies, whether they are shareholders or not, to atiend and vote on his behalf
at the Annual General Meeting,

A proxy of a sharcholder who has appointed more than one proxy may only vote on a poll in
respect of the shares actually held.

The instrument appointing a proxy must be in writing under the hand of the appointer or his attoraey
duly authorised in writing. If that instrument is signed by an attorney of the appointor, the power of
attorney authorising that attorney to sign, or other documents of authorisation, must be notarinlly
certified. To be valid, the notarially certified power of attorney, or other documeats of authorisation,
and the form of proxy must be delivered to the Company’s registrar, Hong Kong Registrars Limited
of Rooms 1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than
24 hours before the time appointed for the holding of the Annual General Mecting.

Sharcholders intending 10 attend the Annual General Meeting should return the reply slip (which
will be despatched to the shareholders with the Company’s 2002 annual repor:) to the Secretary’s
Office of the Company before 2 May 2003 personally or by mail, facsimile or cable, Failure to
return the reply slip will not affect shareholders’ rights to attend in person.

It is expected that the general meeting will last for half a day. The expenses for travelling and
accomodation shall be borne by the shareholders.

The address of the Secretarial Office:

Ne. 396 Nan Zhong Hua Road

An Shaa City

Liaoning Province

Peoples’ Republic of China

Post Code; 114003

Tel: 0412-633 4292/ 633 4293

Pax: 0412-672 7772

Contact Persons: Chen Qishuang and Jiang Yucong
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ANNOUNCEMENT REGARDING RESOLUTIONS PASSED AT
THE TWELFTH MEETING OF THE SECOND BOARD OF DIRECTORS

Angang New Steel Company Lirnited held its twelfth meeting of the second Board of Directors at the
Conference Room of Angang Dong Shan Hotel on 31 March 2003, There were 13 directors who should
attend the meeting and 10 directors attended the meeting. Zhang Lifen, Venaatius Tan and Yang Tianjun
were unable to aftend this Board of Directors’ meeting and had authorised Pu Jihui to attend the meeting
and to exercise their voting rigths on behalf of them. It has complied with the relevant provisions of the
Company Law and the Articles of Association of the Company. Mr. Liu Jie, Chairman of the board, acted
as the Chairman of the meeting, at which the following resolutions were discussed and passed:

1. the working report of the board of directors for 2002;
2 the annual report and its summary for 2002;

3. the audited financial statements for 2002;
4

the Profit distribution Plan for 2002. The Company recorded a net profit of Rmb5%4,588,000
calculated under the PRC Accounting Rules and Regulations and Rmb598,316,000 calculated under
International Financial Reporting Standards. In accordance with relevant laws and regulations, the
Company transferred Rmb59,459,000 to each of the statutory surplus reserve and the statutory
public welfare fund under the PRC Accounting Rules and Regulations. Profit distributable to
shareholders for the year was Rmb1,281,873,000 (inclusive of the undistributed profit of
Rmb806,203,000 at the beginning of the year), The Board of Directors recommends the payment
of a final dividead of Rmb1,00 in cash for ten shares held (of which the paymeut for public shares
is tax inclusive). Dividends for domestic shares will be paid in Renminbi whereas dividends for
foreign shares will be paid in Hong Kong dollars. The applicable exchange rate is the average
exchange rate of converting Renminbi into Hong Kong dollars as quoted by the Bank of China for
the week immediately preceding the holding of the 2002 General Meeting,

5. the remuneration for the directors for 2002;

6. the appointment of KPMG Huazhen and KPMG as the Company’s domestic and international
accountants for 2003 was approved, and the board of directors was authorised to determine their
rermuneration; and

7. the election of the third supervisory committee,
Appendix: Biography of the nominees
Executive Directors

Mr. Liu Jie, aged 59, is the General Manager of Angang Holding. Mr. Liu had worked in Wuban Iron &
Steel Complex for 27 years and held various senior positions including Plant Manager of the Hot Strip
Plant and the First Deputy General Manager and Chief Engineer of Wuhan Iron & Steel Complex. Mr. Lin
Jjoin Angang Holding in 1994 a5 the General Manager. He is also an Alternate Member of the 16th Congress
and a Representative in the 10th National People’s Congress. He is a Senior Engineer and Fellow of the
PRC Faculty of Engineering. Mr. Liu has been awarded the title of Technology Progress Reward by the
Ho Leung Ho Li Foundation (7 SR {3 FI)2 & £ #5238 47 $2) and Specialist with Outstanding Contribution
to the State (¥} B 3R 77 72 tH W ARYY W IR EL) by the PRC government in 1998, He has also received several
National Science Progress Awards from the PRC government and enjoyed special government subsidy.
Mr. Liv graduated from Wuhan Institute of Iron and Steel with.a Bachelor’s degree and from the
postgraduate program of Beijing Institute of Iron and Steel in metallurgical engineering.

Mr. Yang Hua, aged 41, is the Deputy Secretary to the Party Committee of Angang Holding. Mr. Yang
graduated from the Faculty of Philosophy of Beijing University in 1990 with a Master’s degree. He joined
Angang Holding in the same year and had been a Deputy Head of the Bducation Division of Angang Party
School, Deputy Secretary to the Party Committee of Iron Smelting Plant and Half Continuous Rolling
Plant of Angang Holding, Secretary to the Party Committee of Iron Smelting Plant of Angang Holding,
the Head of Angang Holding Office, Assistant to General Manager of Angang Holding the Deputy.

Mr. Cai Denglou, aged 58, is the Deputy General Manager of Angang Holding. Mr. Cal graduated from
Beijing Institute of Iron and Steel with a Bachelor's degree in metallurgical engineering in 1967, He
joined Angeng Holding in 1983 and has been a Deputy Manager and the Manager of Angang Construction
Company (¥X{BJ2E4/QAF)), and Assistant to General Manager and the Head of the Facility Division of
Angang Holding,

Mr. Yao Lin, aged 38, is the General Manager of the Company. Mr. Yao joined Angang Holding in 1988
and has held various positions including Assistant to Plant Manager, Deputy Plant Mapager and Plant
Manager of Cold Rolling Plant. Mr. Yao graduated from Dalian Polytechnic University with 2 Master’s
degree in business administration.

Mr. Li Zhongwu, aged 40, is the Deputy General Manager of the Company. Mr. Li graduated from the
Faculty of Steel Smelting of Anshan Institute of Iron and Steel in 1987 with a Bachlor's degree. He joined
Angang in the same year and had been a Deputy Plant Manager and the Plant Manager of Steel Smelting
Plant of Angang Holding, a Deputy General Manager of Angang Inter ] Trading Company (243
E152 /2 %) ) and the Head of the Steel and Iron Sales Department.

Ms. Zhang Lifen, aged 38, is a Director and the Deputy General Manager of the Company. Ms. Zhang
joined Angang Holding in 1586 and has been Assistant to Plant Manager, Deputy Plant Manager, Acting
Plant Manager and Plant Manager of Wire Rod Plant of Aagang Holding. Ms. Zhang graduated and received
a Master's degree in metallurgical material engineering from Beijing Science and Technology University.

Mr. Fu Jihul, aged 51, is the Deputy General Manager and the Company Secretary of the Company. Mr,
Fu joined Angang Holding in 1969 and has held various positions including Deputy Manager of the
Finance and Accounting Department. Mr. Fu graduated with a Master’s degree in industrial accounting
from Northeastern University of Finance and Economics.

Mr. Fu We, aged 43, is the Deputy General Manager of the Company. He graduated from the Anshan
Institute of Iron and Steel with a Bachelor’s degree in hydrokinetics control in 1982 in which he joined
Angang. He once worked as an Assistant to the Plant Manager of Cold Rolling Plant of Angang Holding;
Chairman of the union; Deputy Head, Head and Assistant to the General Manager of the Facility Division
of Angang New Steel,

N tive Director

Mr. Yu Wanyuan, aged 42, is a Director of the Company and Deputy General Manager of Angang Holding.
Mr. Yu joined Augang Holding in 1998. Mr. Yu graduated from Northeast University with a Bachelor’s
degree in mechanical engineering. He studied at the Economic College of Xiamen University in 1984 and
obtained a second Bachelor’s degree in engineering management from Northeast University in 1990, Mr.
Yu held the positions of Deputy Director of Financial Department of Northeast University, Accounting
Director of Shenyang Xinji Real Estate Development Company, Deputy Chief Accountant of Northeast
University, Assistant to Geaeral Manager, Deputy Chief Accountant and Head of the Department of Finance
and Accounting of Angang Holding.

Indepeadent Directors

Mr. Yao Wetding, aged 56, is currently the Deputy General Manager of Air China Holdings. Mr. Yao
graduated from the Central Party College with a Bachelor’s degree in economics management. He once
worked as the Deputy Head of the Finance Division; Director of Auditing Department; Deputy Head,
Head and General Manager of the Sales Division of Wuhan Iron and Stee! Company; (eneral Manager of
a sales company; Deputy Head of the Economic Regulation Department of the Ministry of Metallurgical
Industry; Managing Governor of the Metallurgical Accounting Association; Deputy Director of Office 26
of the Inspection Commission of the State Council; Deputy Director of Office 15 of the Supervisory
Committee of the Central Enterprises Working Committee of the Central Communist Party; and Chief
Accountant of Air China.

Mr. Wang Linsen, aged 65, is currently a consultant to the Metallurgical Legal Centre. Mr. Wang graduated
from the Faculty of Physics of the Beijing Teacher's Institute. He once worked a5 a technician and a
supervisor of the Beijing Institute of Iron and Steel; Secretary, Deputy Supervisor and Supervisor of the
Office of the Ministry of Metallurgical Industry; Deputy Head and Head of the Systern Reform Department
of the Ministry of Metallurgical Industry; Head of Legal System Reform of the Minisiry of Metallurgical
Industry; Supervisor of the Metallurgical Legal Centre; Deputy Governor of China Metallurgical Enterprises
Management Association; and a member of the Bxperts Committee of China Xinda Assets Management
Company.

Mr. Liu Yongze, aged 53, is curreatly the dean of the accounting faculty of Dongbei Finance and Economics
University..Mr. Liu graduated from the accounting faculty of Dongbei Finance and Economics University
with a Doctor’s degree. Mr. Liu was a professor, vice officer and officer of the accounting faculty of
Dongbei Finance and Economics University.

Mr. Francis LI Chak Yan, aged 36, is currently 2 partner of Paui, Hastings, Janofsky & Walker LLP in
association with Koo and Partners. He graduated from the City University of Hong Kong in Hong Kong
laws with a Bachelor's degree (upper second honour) in law. He was e lawyer at Coudert Brothers and
vice president of Singapore Development Asia Financing Co., Ltd.
Angang New Steet Company Limited
Board of Directors
31 March 2003

ANNOUNCEMENT REGARDING RESOLUTIONS PASSED AT
THE EIGHTH MEETING OF THE SECOND SUPERVISORY COMMITTEE

Angang New Steel Company Limited held its eighth meeting of the second Supervisory Commitiee at the
Conference Room of Angang Dong Shan Hotel on 31 March 2003. There were 3 eligible supervisors who
should attend the meeting rnd ell of the 3 supervisors attended the meeting. It bas complied with the
relevant provisions of the Company Law and the Articles of Association of the Company. Mr, Qi Cong,
Chairman of the Supervisory Committee, acted as the Chairmaa of the meeting, at which the following
resolutions were considered and approved:

1. the report of the supervisory committes for 2002;
2. the remuneration of the supervisors of the Company for 2002; and
3. the election of the third supervisory committee.

Angang New Steel Company Limited
Supervisory Committee
31 March 2003

Appendix: Biography of the nominees

Mr. Qf Cong, aged 57, is a member of the senior management of Angang Holding. Mr. Qi joined Angang
in 1970 and has held various positions including Deputy Plant Manager of the Oxygen Plant, Plant Manager
of the Gas Plan and Manager of the Corporate Legal Department of Angang. Mr Qi is a senior engineer
and has extensive experience in production and corporate management. Mr, Qi graduated from Qing Hua
University with a Bachelor's degree.

Mr. Zhou Fa, aged 57, is the Chairman of the Labour Upion of the Company. Mr. Zhou joined Angang
Helding in 1985. He graduated from Institute of International Studies majoring in foreign diplomatic
relations.

Mr. Xing Guibin, aged 43, is the secretary to a branch of the Party of the Company in the continsous
casting operation area. He graduated from Liaoning Institute of Workers’ Movement with post-secondary
qualifications. He joined Angang Holding in 1981 and had been 2 worker, supervisor and chief of ovens,
deputy supervisor and supervisor of workshops, etc. He was recognized as a model labor worker in the
national metallurgical industry in 1994 and a national mode! labor worker in 1995, and granted a national
outstanding person award by the central government in 1996.




