





Section | Definitions

S

Unless the context otherwise requires, the following expressions have the following meanings in this
report:

Definitions of common terms

CSRC China Securities Regulatory Commission

SSE Shanghai Stock Exchange

HKEX The Stock Exchange of Hong Kong Limited

China Baowu, Baowu China Baowu Steel Group Corporation Limited
Group

Strategic Emerging Fund  Chongqing Strategic Emerging Equity Investment Fund Partnership
(Limited Partnership)

Sichuan Desheng, Sichuan Desheng Group Vanadium & Titanium Co., Ltd.
Desheng Group

Siyuanhe Investment Siyuanhe Equity Investment Management Co., Ltd.
Siyuanhe Industrial Siyuanhe (Chongging) Iron & Steel Industrial Development and Equity
Development Fund Investment Fund Partnership (LP)

Changshou Iron & Steel, Chongging Changshou Iron & Steel Company Limited
controlling shareholder

Company, Chongging Iron Chongging Iron & Steel Company Limited
& Steel
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Group

General Meeting
Board

Supervisory Committee
Companies Law
Securities Law

Articles of Association
Reporting Period

RMB, RMB’000,

RMBO0’000,
RMB00’000°000

Section | Definitions (Continued)

Chongging Iron & Steel Company Limited and its subsidiaries

the general meeting of Chongging Iron & Steel Company Limited

the board of directors of Chongging Iron & Steel Company Limited

the supervisory committee of Chonggqing Iron & Steel Company Limited
the Companies Law of the People’s Republic of China

the Securities Law of the People’s Republic of China

Articles of Association of Chongging Iron & Steel Company Limited
From 1 January 2021 to 31 December 2021

RMB yuan, RMB thousand yuan, RMB ten thousand yuan, RMB hundred
million yuan

Chongging Iron & Steel Company Limited
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Zou An

No. 2 Jiangnan Avenue, Jiangnan
Street, Changshou District,
Chongging

86-23-6898 3482

86-23-6887 3189

ir_601005@baowugroup.com
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Peng Guo Ju

No. 2 Jiangnan Avenue, Jiangnan Street,
Changshou District, Chongging
86-23-6898 3482

86-23-6887 3189

ir_601005@baowugroup.com

No. 2 Jiangnan Avenue, Jiangnan Street, Changshou District,

Chongging

No. 30 Gangtie Road, Dadukou District, Chongging
No. 1 Gangcheng Avenue, Changshou Economic Development

Zone, Chongging

No. 2 Jiangnan Avenue, Jiangnan Street, Changshou District,

Chongging
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Section Il Company Profile and Major Financial Indicators (Continued)

R Se S R e R S e
a eg edadesg aled China Securities Journal (https://www.cs.com.cn)
byl e@Ce pay o Shanghai Securities News (https://www.cnstock.com)
o aleg dsres e Securities Times (http://www.stcn.com)

Securities Daily (http://www.zgrb.cn)

ebs le des g aled by http://www.sse.com.cn (SSE)
CSR€ ¢ pbs ¢ https://sc.hkex.com.hk (HKEx)
a a epe is

are @ specle o Secretariat of the Board of the Company
a a epels

se R S RS e

Basic Information about the Shares of the Company

Abbreviated

Class of Abbreviated name before
shares Place of listing name Stock code change
A shares Shanghai Stock Exchange Chongging Iron & 601005 N/A
Steel
H shares The Stock Exchange of Chongging Iron & 01053 N/A
Hong Kong Limited Steel
RR R
Accounting firm engaged Name Ernst&Young Hua Ming LLP
by the Company
(domestic) Office address  17/F, Ernst & Young Tower, Oriental Plaza, 1 East

Chang’an Avenue, Beijing

Name of Ai Wei (O O), Liu Zhenhong (0D O O)
accountants
signing-off the
report

Note: On 27 August 2021, the Company received the Letter on Change of Signing Accountants for Chongging
Iron & Steel Company Limited in 2021 from Ernst&Young Hua Ming LLP, and was informed that formerly,
Ai Wei (0 0O) and Wang Dan (0 0) were assigne CixSmsiyiuingmae:e:eisiiniiSm@:ieivihiiigmaiithiins et Smm—
for the Company. In view of work reallocation, Liu Zhenhong (O O O) was assigned as the signing
accountant to replace Wang Dan (O O ). After the change, signing accountants for financial report audit
and internal control audit are Ai Wei (O O ) and Liu Zhenhong (O 0O O).

Chongging Iron & Steel Company Limited 5



Section Il Company Profile and Major Financial Indicators (Continued)
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1)) Key Accounting Data
Unit: RMB’000 Currency: RMB

Increase/
decrease

from last

year
&

Operating income 39 819 118 24,489,935 62.72 23,477,597
Net profit attributable to

shareholders of the Company % 393 638,479 256.22 925,723
Net profit attributable to

shareholders of the Company

after deducting non-recurring

profit and loss 153 19% 491,082 399.55 726,508
Net cash flow generated from
operating activities §6 1131 1,337,765 320.21 -405,326

Increase/
decrease

At the end from last At the end
of 2020 year of 2019

(%)

Net assets attributable to
shareholders of the Company 3% 9 20,038,467 11.66 19,396,003
Total assets 1 995 956 39,949,856 7.62 26,975,726

2021 Annual Report



Section Il Company Profile and Major Financial Indicators (Continued)
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(1)  Key Financial Indicators

Basic earnings per share (RMB
per share)

Diluted earnings per share (RMB
per share)

Basic earnings per share after
deducting non-recurring profit
and loss (RMB per share)

Weighted average return on net
assets (%)

Weighted average return on net
assets after deducting non-
recurring profit and loss (%)

0.07

0.07

0.06

3.24

2.49

RS

Increase/
decrease

from last
year
(%)

271.43

271.43

366.67
Increase
by 7.49
percentage
points
Increase
by 9.08
percentage
points

0.10

0.10

0.08

4.88

3.83

Explanation on the key accounting data and financial indicators for the last three years at the

end of the Reporting Period

|:| Applicable Not applicable

Chongging Iron & Steel Company Limited
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Section Il Company Profile and Major Financial Indicators (Continued)
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N Difference between the net profit and net assets attributable to shareholders of listed
companies as disclosed in the financial statements under International Accounting
Standards and those under PRC Accounting Standards

|:| Applicable Not applicable

(I)  Difference between net profit and net assets attributable to shareholders of listed
companies as disclosed in the financial statements under overseas accounting standards
and those under PRC Accounting Standards

|:| Applicable Not applicable

(1) Explanation on the differences between the PRC accounting standards and overseas
accounting standards:

|:| Applicable Not applicable

R e e Q R R 1
Unit: RMB’000 Currency: RMB

1s1Q aie 3dQ ale 14 Q ale

a ay \ slgbe
ac¢ Seple be ece be

Operating income 9,978,422 12,691,517 9,094,279 8,085,200
Net profit attributable to

shareholders of the listed

company 1,092,412 1,604,629 182,680 -605,328
Net profit attributable to

shareholders of the listed

company after deducting

non-recurring profit and loss 1,077,206 1,757,276 181,930 -563,217
Net cash flow generated from
operating activities -1,031,089 2,577,477 444,766 3,630,277

Explanation on the differences between quarterly data and disclosed regular reporting data

|:| Applicable Not applicable

8 2021 Annual Report



Section Il Company Profile and Major Financial Indicators (Continued)

R e RR R SS S S

Applicable |:| Not applicable
Unit: RMB’000 Currency: RMB

o Lo Note  Amount for ~ Amount for

o et gpeladessie s 1 (if applicable) 2020 2019

Gains or losses on disposal of non-current assets 18% 836 N/A -20,177 -1,060
Government grants included in the profit or loss for the period (except

for those closely related to the ordinary businesses of the Company,

in compliance with the requirements under the State’s policies, and

continuously entitled to quantitative or qualitative government grants

according to certain standards) 15 118 N/A 196,430 144,872
Capital occupancy fee from non-financial enterprises recognized
through profit or loss 18y N/A 857 8,459

Gains arising from investment costs for acquisition of a subsidiary,

an associate and a joint venture by the enterprise being less than

its share of fair value of identifiable net assets of the investee on

acquisition 8 1 N/A — —
Gains or losses on debt restructuring 14% 393 N/A — —
Gains or losses on changes in fair value of financial assets held for

trading, derivative financial assets, financial liabilities held for

trading, and derivative financial liabilities and investment income from

disposal of financial assets held for trading, derivative financial assets,

financial liabilities held for trading, derivative financial liabilities and

other equity investments, excluding those arising from effective

hedging business related to operating activities - N/A 6,803 15,894
Other non-operating income and expenses apart from the

abovementioned 16 91 N/A -36,516 31,050
Total 188 N/A 147,397 199,215

Explanation on defining of the extraordinary profit or loss items as illustrated in the Explanatory
Announcement on Information Disclosure by Companies Offering Securities to the Public No. 1

Chongging Iron & Steel Company Limited 9
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Section IV  Corporate Governance (Continued)
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

Xie Chao

Zhang Yong Zhong

ae o g peece

born in September 1981, is a member of Communist Party of China, an engineer and currently
serves as a senior vice president and a member of the Party Committee of Chongging Iron

& Steel Company Limited. Mr. Xie successively served as the secretary to the Party Branch
and director of the steel mill, director of the rolling mill and head of the marketing department
in Sichuan Desheng Group Vanadium & Titanium Co., Ltd., general manager of Sichuan

Jinde Investment Co., Ltd. (0000000 O0O0O0OO), general manager of Chongging

Deqin Investment Co., Ltd. (D000 OO OO OO D), head of the marketing department and

the purchase and supply department in Sichuan Desheng Group Vanadium & Titanium Co.,
Ltd(000000000000). and executive deputy general manager and head of the
marketing department in Sichuan Desheng Supply Chain Management Co., Ltd. (000000
0000000), an executive director and general manager of Sichuan Jiaye Investment and
Development Co., Ltd. (0000000000 00O) and deputy general manager and secretary
to Party’s branch of the purchase, supply and marketing department of Sichuan Desheng
Group Vanadium & Titanium Co., Ltd. Mr. Xie graduated from Chongging University of Science
& Technology majoring in metallurgy in 2000, completed his study in Leshan Normal University
majoring in international economics and trade in 2016, and is now a postgraduate student
major in Finance in Hong Kong Finance & Economics College.

born in March 1971, is a professor-level senior engineer. He currently serves as a senior vice
president of the Company. Mr. Zhang once served as the chief operator of No.2 Furnace,

No. 3 Furnace of the Furnace Branch of Baosteel Iron-making Plant (00000000 0),

the trainee chief operator, the chief engineer (iron-making technology) of No. 2 Furnace and
deputy director of the Furnace Branch of Baosteel Iron-making Plant (0000000000

0 ), deputy director and director of the Furnace Branch of Baosteel Baogang Company Iron-
making Plant (000 0O 00O O), director of the Sintering Branch, director of the Furnace
Branch, assistant to the director and the team leader of the material technology improvement
and comprehensive renovation project of Baosteel Iron-making Plant (D000 000 0), the
deputy director of the Iron-making Plant of Baoshan Iron & Steel Company Limited, as well as
assistant to the general manager of Chongging Iron & Steel Company Limited. Mr. Zhang has
extensive experience in production and manufacturing of iron and steel enterprises. Mr. Zhang
graduated from Northeastern University majoring in ferrous metallurgy in 1993, obtained

an MPM degree from Northeastern University in 2009, and obtained a doctoral degree in
Metallurgical Engineering from University of Science and Technology Beijing in 2017.

2021 Annual Report



Section IV Corporate Governance (Continued)

a e de o gpeefe

Meng Wenwang born in October 1973, senior engineer, currently serves as a senior vice president of the
Company. Mr. Meng served as the assistant to the director of the hot rolling mill of Baoshan
Iron & Steel Co., Ltd. (00O O00D0O000OO) ("Baosteel”) and the director of the Production

Chongging Iron & Steel Company Limited YY
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Section IV  Corporate Governance (Continued)
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

Tu De Ling

Xin Qing Quan

ae o g peece

born in January 1963, served as a director of the Company until August 2021. Mr. Tu joined
Chongging Iron & Steel Group in 1988 and successively served as the deputy head of the
financial division of Chongging Iron & Steel Company (Group) Limited, head of the Financial
Division and chief accountant of Chongging Iron & Steel Company Limited, chairman

of Chongging Iron & Steel Electronic Company (0 0000 O), the commander of the
environmental relocation headquarters and a director of the finance department of Chongging
Iron & Steel Group, the chairman of Chongging Xin Gang Chang Long Logistics Company
Limited (D0OD0O0OOCOOC0O0OOO), and the financial controller and the vice chairman
of Chongging Iron & Steel Company Limited. Mr. Tu graduated from the Department of
Accounting of Sichuan Finance and Economics Vocational College as an accounting major in
1984 with a bachelor’'s degree in economics.

born in August 1975. He currently is a professor of accounting, a doctoral tutor in the School
of Economics and Business Administration of Chongging University and the head in the
Corporate Finance and Accounting Governance Innovation Institute of Chongging University,
and a special professor under the Chang Jiang Scholars Programme (00000 000) of
Ministry of Education in 2019, the Changjiang (Yangtze River) Scholar award 2016 by the
Ministry of Education, selected for Accounting Master Training Project by the Ministry of
Finance in 2019, a special researcher of Chinese Government Auditing Research Center (O
000000000 )and amember of the 5th CPPCC of Chongging. Mr. Xin graduated from
Zhongshan University with a doctoral degree in accounting. He is mainly engaged in the
research of financial accounting and corporate management. He served as an independent
director of the Company until August 2021.

2021 Annual Report



Section IV Corporate Governance (Continued)
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

Xu Yi Xiang

Wong Chun Wa

Wang Cun Lin

ae o g peece

born in February 1974,. He currently is a professor in the School of Economics of Southwest
University of Political Science and Law and a doctoral tutor. He is the deputy director (Non-
executive) of the Research Centre of the Law of Mineral and Resources (00000000

0 ) of Southwest University of Political Science and Law, and concurrently served as a part-
time lawyer in Chongging Damei Law Firm. He served as an independent director of the
Company until August 2021. Mr. Xu graduated from The Eberhard Karls Universitat Tibingen
of Germany, and obtained a PhD in Law. He is engaged in the research and practical works
of the economic and environmental protection laws and policies for a long time, and has
hosted various national and other level research projects and his academic papers have been
published in several well-known academic journals at home and abroad. Mr. Xu has extensive
experience in corporation, environmental laws and practical operations.

born in June 1974, director of ACT Business Consultants Limited, director of RIW C.P.A.
Limited, and an independent nonexecutive director of China Zhongwang Holdings Limited.
He served as an independent director of the Company until August 2021. Mr. Wong worked at
KPMG and Ernst & Young, and was an independent nonexecutive director and supervisor of
Maanshan Iron & Steel Co. Ltd. Mr Wong was awarded a bachelor’s degree in accounting

by the Hong Kong Polytechnic University in 1996 and is a certified public accountant in Hong
Kong, a fellow member of the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants.

born in October 1972, is an engineer and served as a supervisor, the deputy secretary of

the Party Committee, as well as the secretary of the disciplinary committee and Chairman of
the labour union of the Company until August 2021. Mr. Wang has extensive experience in
human resources management. He has successively served as the general manager of human
resources services center of Baogang Group (0 0 O 0), deputy director and director of office
(party committee office) of Baoshan Iron & Steel, head of human resources department (party
committee organization department) of Baoshan Iron & Steel (0 0 O O ), secretary of the party
committee of hot rolling plant of Baoshan Iron & Steel, director of hot rolling plant and manager
of hot rolling production line system transformation project group of Baoshan Iron & Steel Co.
Ltd. Mr. Wang graduated from UnivesiiuafSalence.and ec00l00u B g o 2 e
pressure processing in 1994, and subsequently obtained a master’s degree in business
administration from Fudan University.

Chongging Iron & Steel Company Limited 9



Section IV  Corporate Governance (Continued)
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

Xu Xudong

Zhao Wei

ae o g peece

born in February 1972, a certified public accountant (non-practising), currently is director

of investment in steel industry of China Baowu Steel Group Corporation Limited (0 00O O
0000000). He served as a supervisor of the Company until August 2021. Mr. Xu has
extensive experience in corporate governance and investment management of iron and steel
enterprises. He has successively served as head of strategic relations, head of planning
management of strategic development department of Baogang Group (0 00 0 ), senior
manager of industrial planning and senior manager of investment review of planning and
development department of Baosteel Group, director of investment review of Baogang Group
and director of investment review and director of investment management of Baogang Group.
Mr. Xu graduated from Zhongnan University of Finance and Economics (000000 ) in 1993
majoring in investment economics and management, and subsequently obtained a master’s
degree in business administration from Fudan University.

born in June 1984, is a senior engineer and currently serves as general manager of Raw
Material Procurement Centre of the Company. He served as the employee representative
supervisor of the Company until August 2021. Mr. Zhao has a solid professional foundation

of iron and steel and extensive experience in production and manufacturing of iron and steel.
He successively served as the secretary of the party branch of the second sintering operation
area of the sintering plant, director of the general office of the sintering plant, assistant to the
director of the sintering plant, and assistant to the director of the smelting plant of Chongging
Iron & Steel Company Limited and the deputy head of the administration department (Party-
Mass Work Department). Mr. Zhao graduated from Kunming University of Science and
Technology with a major in metallurgical engineering in 2007, and obtained a master’s
degree in engineering from Chongging University.

2021 Annual Report
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

Meng Xiang Yun

Yao Xiaohu

ae o g peece

born in November 1974, is a PRC certified public accountant, a PRC asset appraiser, a

PRC certified tax agent (non-practising member), member of the Association of Chartered
Certified Accountants (ACCA) and the tenth session of the National Leading Accounting
Talent (Enterprise Class) Project of the Ministry of Finance of the PRC (in progress) and a
senior accountant. Ms. Meng served as a senior vice president and the secretary to the Board
of the Company until January 2021. Ms. Meng formerly served as a senior audit manager

of Zhonghua Certified Public Accountants of BDO International, the chief financial officer of
Shang Gong Group Co., Ltd. (000 M OO O00000) and the financial supervisor of
Durkopp Adler, its German subsidiary. Ms. Meng has been serving as the chief accountant of
Baosteel Group Co., Ltd. (0000000 O) and acting as a director of Baosteel Development
Co., Ltd. (DOD0ODOODOO), adirector of Shanghai Environment and Energy Exchange
Company Limited (000000000000 0O0OO)and an independent director of CTS
International Logistics Corporation Limited (00 0000000000000 ) during the
period. She has been acting as the chief financial officer of Shanghai Runliangtai Internet

of Things Technology Partnership (L.P.) (0000000000000 MMOOCO0 and the
chairman of the supervisory committee of Shenzhen Sunsea Communication Technology

Co., Ltd. (DODODODODODODOO). Ms. Meng is familiar with the design of corporate
financial management system architecture, is proficient in various financial management and
operation modes of large enterprise groups, and has a deep understanding of corporate
internal control construction, financial information system design, financial team construction,
investment management and financial policies and control. Ms. Meng obtained a bachelor’s
degree in accounting from Beijing Wuzi University (OO 0000 ) in 1996 and a master’s
degree in management from Shanghai Academy of Social Sciences in 1999.

born in August 1966, is a senior engineer and served as a senior vice president of the

Company until February 2022. Mr. Yao successively served as an assistant to the head and

the deputy head of the coking plant, the deputy chief and chief of mechanics division, the

chief of the equipment department, the head of the facility department, the head of investment

management department, a director, the deputy general manager and a vice president of

the Company. Mr. Yao graduated from the School of Automation in Kunming University of

Science and Technology in 1987, mQjolng R.elecllca o e Al g Ll L Sl e
and then obtained a master’s degree in control engineering from the School of Automation in

Chongging University.

Chongging Iron & Steel Company Limited 81
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Section IV Corporate Governance (Continued)
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shareholdings of directors, supervisors and senior management currently

holding office or having resigned during the Reporting Period and their remuneration

(Continued)

1. Explanations on changes of directors of the Company (Continued)

(5)

On 20 August 2021, the Company convened the first meeting of the ninth session
of the Board, at which Mr. Zhang Wenxue was elected as the chairman of the
ninth session of the Board of the Company and Mr. Song De An was elected as
a vice chairman of the ninth session of the Board of the Company; Mr. Zhang
Wenxue, Mr. Song De An, Mr. Xie Zhixiong, Mr. Lai Xiaomin, Mr. Zou An and
Mr. Zhou Ping were appointed as members of the Strategy Committee under
the ninth session of the Board, and Mr. Zhang Wenxue was appointed as the
chairman; Mr. Zhang Jinruo, Mr. Zhou Ping, Mr. Sheng Xuejun and Mr. Guo Jiebin
were appointed as members of the Audit Committee under the ninth session of
the Board, and Mr. Zhang Jinruo was appointed as the chairman; Mr. Sheng
Xuejun, Mr. Song De An, Mr. Zhang Jinruo and Mr. Guo Jiebin were appointed as
members of the Nomination Committee under the ninth session of the Board, and
Mr. Sheng Xuejun was appointed as the chairman; Mr. Guo Jiebin, Mr. Song De
An, Mr. Sheng Xuejun and Mr. Zhang Jinruo were appointed as members of the
Remuneration and Evaluation Committee under the ninth session of the Board,
and Mr. Guo Jiebin was appointed as the chairman.

2. Explanations on changes of supervisors of the Company

(1)

On 12 August 2021, the Company convened the 2021 second extraordinary
general meeting, at which the re-election of members of the Supervisory
Committee was conducted. Mr. Wu Xiaoping, Mr. Li Huaidong and Mr. Zhu
Xing'an were elected as non-employee representative supervisors of the ninth
session of the Supervisory Committee of the Company for a term of three years;
on the same date, the Company convened the 8th meeting of the first session of
staff congress, at which Mr. Zhou Ya Ping and Mr. Zhang Li Quan were elected as
staff representative supervisors of the ninth session of the Supervisory Committee
of the Company for a term of three years; Mr. Wang Cunlin, Mr. Xu Xudong and
Mr. Zhao Wei resigned due to the expiry of their term of office..

On 20 August 2021, the Company convened the first meeting of the ninth session

of the Board, at which Mr. Wu Xiaoping was elected as the chairman of the ninth
session of the Supervisory Committee of the Company.

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)
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(n Changes in shareholdings of directors, supervisors and senior management currently
holding office or having resigned during the Reporting Period and their remuneration

(Continued)

3.

2021 Annual Report

Changes in senior management

(1)

On 19 January 2021, the Company received a written resignation letter from
Ms. Meng Xiang Yun, a senior vice president and secretary to the Board. Due to
work adjustments, Ms. Meng Xiang Yun applied to the Board of the Company for
resignation as a senior vice president and secretary to the Board.

On 11 June 2021, the Company received a written resignation letter from Mr.
Zhang Wenxue, the president. Due to work adjustments, Mr. Zhang Wenxue
applied to the Board of the Company for resignation as the president.

On the same date, the Company held the 39th meeting of the eighth session of
the Board, at which Mr. Xie Zhixiong was appointed as the Company's president,
Mr. Yao Xiaohu was appointed as a senior vice president of the Company, and
Mr. Zou An was appointed as the secretary to the Board and a joint company
secretary of the Company.

On 17 February 2022, the Company received a written resignation letter from Mr.
Yao Xiaohu. Due to work reallocation, Mr. Yao Xiaohu applied to the Board of the
Company for resignation as a senior vice president.

On 18 February 2022, the Company held the eighth meeting of the ninth session
of the Board, at which Mr. Meng Wenwang was appointed as a senior vice
president of the Company.
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(I)  Positions by directors, supervisors and senior management currently holding office or

having resigned during the reporting period

1. Positions held at shareholders

Applicable

Zhang Wenxue
Song De An
Zhou Ping
Zhou Ping

Wu Xiao Ping
Liu Jianrong
Xu Xudong

Positions held at
shareholders

[ ] Not applicable

aegsaegdeell

Chongaing Changshou Iron &
Steel Company Limited
Chongaing Changshou Iron &
Steel Company Limited
Chongging Changshou Iron &
Steel Company Limited
Chongaing Changshou Iron &
Steel Company Limited
Chongaing Changshou Iron &
Steel Company Limited
Chongaing Changshou Iron &
Steel Company Limited
China Baowu Iron and Steel

Group Co., Ltd.
Nil

lesae gdes

director, general

director, general

Stal gdaieo d gdaley
lele e lele e

June 2021 /
November 2019 June 2021

June 2021 /

deputy general manager ~ November 2020/

November 2020 |

November 2020 June 2021

director of investmentin -~ November 2016/

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)
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(I)  Positions by directors, supervisors and senior management currently holding office or
having resigned during the reporting period (Continued)

2.

2021 Annual Report

Positions held at other entities

Applicable

Song De An

Lai Xiaomin

Zhou Ping

Wu Xiao Ping

Li Huaidong

Li Huaidong

Zhu Xing'an

Sheng Xuejun

[ ] Not applicable

osle s edal
aegoleeiies oleelles
Sichuan Desheng Group chairman of the board
Vanadium & Titanium
Co., Ltd.

Baowu Group Zhongnan Steel  senior vice president
Co,Ltd.(0DODOODOO
oooo)

Sichuan Desheng Group chairman
Vanadium & Titanium Co.,
Ltd.

Sichuan Desheng Group financial controller
Vanadium & Titanium Co.,
Ltd.

Baowu Group Zhongnan Steel  vice president, Secretary
Co,Ltd.(0OODODODO to the Board and

oooao) head of management
innovation department
Guangdong Baoliandi chairman

International Operation
Management Co., Ltd.
(booobooooooo
0ooo)

Baowu Group Zhongnan Steel  deputy director of
Co,Ltd. (0OODDOOCOO technology innovation
gooo) center, deputy

director of technology
research center

Southwest University of Political  teaching assistant,
Science and Law lecturer, associate

professor, professor

Stal gdaieo
lele e

August 1997

November 2020

February 2016

January 2016

December 2020

December 2020

January 2021

April 1995

d gdaleg
lele e




Section IV Corporate Governance (Continued)

Sheng Xuejun

Sheng Xuejun

Zhang Jinruo
Zhang Jinruo

Zhang Jinruo

Guo Jiebin

Guo Jiebin

Xin Qing Quan

Xin Qing Quan

Xin Qing Quan

aeogoleceiles

Chongging Shariea Law Firm

Chongging Department Store
Co,Ltd.(DDOOOOCODO
nooo)

Chongging University

Chongaing University

Chongaing Rural Commercial
Bank

Jiaozuo Wanfang Aluminum
Manufacturing Co., Ltd.
(00000DO0ODOODO)

Jiaozuo Coal Group ZhaoGu
(Xinxiang) Energy Company
Limted(DOODOODOO
ooomoooooon)

the School of Economics and
Business Administration of
Chongging University

Chinese Government Auditing
Research Center
(000DODDODOO)

Corporate Finance and
Accounting Governance
Innovation Institute of
Chongaing University

osleg s edal
oleelles

Part-time lawyer of

Slat gdateo
lele e

September 1997

Dentons, Qianwei Law
Frm (@ OOO0OD

0o)

independent director October 2020

professor September 2014
Head of Accounting November 2018
Department, Secretary
of Party Branch
External Supervisor October 2020

Director, Deputy General ~ September 2018

Manager, Chief
Financial Officer
director

December 2020

professor of accounting ~ September 2013
and doctorial tutor

special researcher

head

January 2014

June 2017

d gdaleg
{ele e

/

/
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Section IV  Corporate Governance (Continued)
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(I)  Positions by directors, supervisors and senior management currently holding office or
having resigned during the reporting period (Continued)

2. Positions held at other entities (Continued)
esle s edal Statl gdaieo d gdaley
ae aegoleeiles oleetlles {efle e lele e
Xu Yi Xiang Southwest University of professor and doctorial February 2010 /
Political Science and Law tutor
Xu Yi Xiang the Research Centre of the Law  deputy director (non- June 2013 /
of Mineral and Resources executive)

(000O000O000)of
Southwest University of
Political Science and Law

Xu Yi Xiang Chongaing Damei Law Firm lawyer (part-time) October 2020 /

Wong Chun Wa China Zhongwang Holdings independent non- August 2008 /
Limited executive director

Wong Chun Wa ACT Business Consultants Ltd.  director December 2006/

Wong Chun Wa RIW C.P.A. Limited director March 2008 /

Explanation of Nil

positions Held
at other entities

(I Remunerations of directors, supervisor and senior management

Procedure for The Remuneration and Evaluation Committee under the Board of the
determining Company expresses its opinions on the remuneration plan for directors,
remunerations of supervisors and senior management. The remuneration plan for senior
Directors, Supervisors management is approved and implemented by the Board of Directors of
and Senior the Company. The remuneration plan for directors and supervisors shall
Management be approved at the Company's general meeting for implementation after

been considered and passed by the Company's Board of Directors and
Supervisory Committee.

88 2021 Annual Report



Section IV Corporate Governance (Continued)

Basis for determining In August 2021, the Company's directors, supervisors, and senior
remunerations management were re-elected. During the Reporting Period, the Company
of Directors, implemented two remuneration plans for directors, supervisors, and senior
Supervisors and management. The details are as follows:

Senior Management

1. Implementation plan for remuneration of the eighth session of
directors, supervisors, and senior management

(1)

the Company convened the 2017 annual general meeting on
15 May 2018, at which the plan for the remunerations of the
directors and supervisors of the eighth session of board of
directors and Supervisory Committee was considered and
approved, which reads as follows: 1) Executive Directors
and Supervisors do not receive Directors’ and Supervisors’
remuneration from the Company or its subsidiaries, but receive
emolument based on their specific management functions
in the Company. The emolument consists of annual basic
salary, performance-related incentive, company-performance
related incentive and equity incentive, which is determined
by the Board of the Company based on the remuneration
standards for Directors and Supervisors of the Company
as approved at the general meeting with reference to their
functions, responsibilities and the results of the Company. The
annual remuneration for independent non-executive Directors
is RMB180,000 (before tax). 2) Non-executive directors and
external supervisors do not receive remuneration from the
Company. 3) In order to facilitate better performance of
duties by the Directors, Supervisors and Senior Management,
the Company arranged liability insurance for its Directors,
Supervisors and Senior Management.

According to the Incentive Framework Plan for Senior

Chongging Iron & Steel Company Limited

89



9

Section IV  Corporate Governance (Continued)

Basis for determining
remunerations
of Directors,
Supervisors and
Senior Management
(Continued)

2021 Annual Report

2. Implementation plan for the remuneration of the ninth session of
directors, supervisors and senior management

(1)

On 12 August 2021, the Company held the 2021 second
extraordinary general meeting, at which the resolution on
the remunerations of the members of the ninth session of the
board of directors and supervisory committee was considered
and passed, which reads as follows: 1) A Director does not
receive remuneration for his/her serving as a director, but
receives remuneration based on his/her position and duties
and responsibilities in the Company. The annual remuneration
consists of basic salary, performance salary and allowances,
as follows: a. basic salary: RMB600,000 to 800,000/year
(before tax) b. performance salary: the performance salary is a
floating salary, which is determined based on the achievement
of the annual performance indicators and other factors. c.
allowances: allowances are implemented in accordance
with the Company's relevant systems. 2) The annual fixed
allowance for each of the independent non-executive directors
is RMB180,000 per person (before tax). 3) A supervisor does
not receive remuneration for his/her serving as a supervisor,
but receives remuneration based on his/her position in the
Company. 4) To guarantee the normal performance of the
Company's directors, supervisors and senior management,
and authorize the Company's management to handle matters
related to the purchase of liability insurance.

In 2021, under the Plan on the Remuneration of Senior
Management 2021-2023 and the Resolution on Promoting the
Tenure System and Contractual Management for Managers
approved by the Company's Board of Directors, it was stressed
that the Company's operating performance is consistent
with personal interests, reflecting the spirit of co-creation
and sharing. The Company entered into the Performance
Responsibility Letter of 2021-2023 Term/Annual Management



Section IV Corporate Governance (Continued)

Re€e€ RS S
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Remunerations of directors, supervisor and senior management (Continued)

Remunerations

payable to Directors,

Supervisors and
Senior Management

Total remunerations
actually received
by all Directors,
Supervisors and
Senior Management
at the end of the
Reporting Period

For directors and supervisors who receive remuneration from corporate
shareholders or other connected entities during this year, their annual
remuneration shall be determined by the corporate shareholders or other
connected entities. Total remunerations (before tax) actually received by and
payable to Directors, Supervisors and senior management from the Company
during this year amounted to RMB13,739,300.

13,739,300

Changes of directors, supervisors and senior management

Applicable

Zhang Wenxue
Song De An
Xie Zhixiong
Lai Xiaomin
Zou An

Zhou Ping
Sheng Xuejun
Zhang Jinruo
Guo Jiebin

Wu Xiao Ping

Li Huaidong
Zhu Xing'an
Zhou Ya Ping
Zhang Li Quan
Xie Zhixiong
Zou An

Meng Wenwang

[ ] Not applicable

osle € age Rease o ¢ a ge
Director, Chairman Election Elected in August 2021
Director, Vice Chairman Election Elected in August 2021
Director Election Elected in August 2021
Director Election Elected in August 2021
Director Election Elected in August 2021
Director Election Elected in August 2021
Independent Director Election Elected in August 2021
Independent Director Election Elected in August 2021
Independent Director Election Elected in August 2021
Supervisor, Chairman of the Election Elected in August 2021
Supervisory Committee

Supervisor Election Elected in August 2021
Supervisor Election Elected in August 2021

Staff Representative Supervisor Election Elected in August 2021

Staff Representative Supervisor Election flected in August 2021
President Appointment Newly appointed in June 2021
Secretary to the Board Appointment Newly appointed in June 2021
Senior Vice President Appointment Newly appointed in February

2022

Chongging Iron & Steel Company Limited 91



Section IV  Corporate Governance (Continued)

ae osle € age Reaseg o ¢ a ge

Liu Jianrong Director, Chairman Resigned Resignation in July 2021 due to
work rearrangement

Tu De Ling Director Resigned Resignation in August 2021 due
to expiration of term

Xin Qing Quan Independent Director Resigned Resignation in August 2021 due
to expiration of term

Xu Yi Xiang Independent Director Resigned Resignation in August 2021 due
to expiration of term

Wong Chun Wa Independent Director Resigned Resignation in August 2021 due
to expiration of term

Wang Cun Lin Supervisor Resigned Resignation in August 2021 due
to expiration of term

Xu Xudong Supervisor Resigned Resignation in August 2021 due
to expiration of term

Zhao Wei Staff Representative Supervisor Resigned Resignation in August 2021 due
to expiration of term

Zhang Wenxue President Resigned Resignation in July 2021 due to
work rearrangement

Meng Xiang Yun Senior Vice President, Secretary to  Resigned Resignation in January 2021 due

the Board to work rearrangement
Yao Xiaohu Senior Vice President Resigned Newly appointed in June 2021

Resignation in February 2022 due
to work rearrangement

(V) Punishments imposed by securities regulatory authorities in the last three years

[ ] Applicable

9 2021 Annual Report



Section IV Corporate Governance (Continued)

R
Re RS

eel ¢

the 32nd meeting of the
eighth session of the
Board

the 33rd meeting of the
eighth session of the
Board

the 34th meeting of the
eighth session of the
Board

the 35th meeting of
the eighth session
of the Board

S R
R R R R

ale Resg 1o s

11 January 2021 Considered and passed:

1. the resolution on the amendment to the Articles of

Association and its annex
29 January 2021 Considered and passed:

1. Resolution on the Service and Supply Agreement and its
supplemental agreement and the continuing connected
transactions (including the proposed caps) entered into
between the Company and China Baowu

2. Resolution on applying for financing from China Reform
Financial with the financing amount of RMB1.5 billion

26 February 2021 Considered and passed:

1. Resolution regarding the mandate to the management of
the Company to purchase structured deposits or wealth
management products with self-owned funds

19 March 2021 Considered and passed:

1. the Proposal on Provision for Asset Impairment for 2020

the final financial accounts report for the year 2020

the 2020 annual report (full text and summary)

the profit distribution plan for the year 2020

the environmental and social responsibility report in 2020

the report of the board of directors for the year 2020

the report on implementation of remuneration for

directors, supervisors and senior management in 2020

the self-assessment report on internal control in 2020

9.  proposal on fixed asset investment in 2021

10. proposal on the renewal of the financial and internal
control audit institution in 2021

11. the proposal for the proposed budget for the year 2021

12.  the proposal on external donation projects in 2021

13. the proposal on adjusting the organizational structure of
the Company

14. The proposal for the signing of the Financial Service
Agreement and the connected transactions between the
Company and Baowu Finance Company

15 The proposal for tae eatering into of the 2021-2023
Service and Supply Agreement and the continuing
connected transactions (including the annual caps)
between the Company and China Baowu

No kA WD

e
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Section IV  Corporate Governance (Continued)

R
Re€e RS R
eel ¢ ale

the 36th meeting of
the eighth session
of the Board

21 April 2021

the 37th meeting of
the eighth session
of the Board

29 April 2021

the 38th meeting of
the eighth session
of the Board

the 39th meeting of
the eighth session
of the Board

26 May 2021

11 June 2021

the 40th meeting of
the eighth session
of the Board

7 July 2021

S R

R R R e

Resg 1o s

Considered and passed:

1.

the proposal on adjusting the investment plan for
the improvement and reconstruction project for the
automation and equipment of the hot rolling production
line of the rolling plant

the proposal on supplementing the investment plan
for the upgrading project of desulfurization and
denitrification of the 1# sintering machine in the iron
smelting plant

the proposal on considering three basic management
systems including the comprehensive risk management
measures of Chongqging Iron & Steel Company Limited

Considered and passed:

1.
2.

the first quarterly report of 2021
the remuneration plan for senior management in 2021-
2023

Considered and passed:

1.

the proposal on convening the 2020 annual general
meeting

Considered and passed:

1.

the proposal on the appointment of senior management
of the Company

the proposal on related party transaction for the
purchase of Changshou Iron & Steel

the proposal on the Company's applying to 7 financial
institutions for a comprehensive credit limit of RMB6.55
billion

Considered and passed:

1.

The Resolution in relation to the Election of Mr. Zhang
Wenxue as the Chairman of the Company

2021 Annual Report



Section IV Corporate Governance (Continued)

R
Re RS

eel ¢

the 41st meeting of
the eighth session
of the Board

the 42nd meeting of
the eighth session
of the Board

the first meeting of the
ninth session of the
Board

the second meeting of
the ninth session of
the Board

The third meeting of
the ninth session of
the Board

ale

20 July 2021

30 July 2021

S R
R R R e

Resg 1o s

Considered and passed:

1.

Resolution on the election of non-independent Directors
of the ninth session of the Board

Resolution on the election of the independent Directors
of the ninth session of the Board

Resolution on the remuneration of the members of the
ninth session of the Board and the supervisory committee
the Proposal in relation to the Adjustment to the Scale of
the Fourth Phase of Employee Share Ownership Plan
the proposal on convening the 2021 second
extraordinary general meeting

Considered and passed:

1.

the proposal on promoting the tenure system and
contractual management for managers

20 August 2021 Considered and passed:

1.

the proposal on election of the chairman and vice
chairman of the ninth session of the Board of Directors of
the Company

the proposal on appointing members of special
committees of the ninth session of the Board of Directors
of the Company

the proposal on entering into the 2021 Supply Agreement
and related party transactions between the Company
and Sichuan Desheng

28 August 2021 Considered and passed:

28 September

2021

1.
2.

2021 interim report (full text and summary)

the proposal on the formation of a joint venture and
related party transaction between the Company and
Baowu Environment

Considered and passed:

T

the proposal on the medium-term plan for fixed asset
investment in 2021

the proposal on the Company's applying to financial
institutions for a comprehensive credit line of RMB3.01

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)

eel ¢

The 4th meeting of the
ninth session of the
Board

The 5th meeting of the
ninth session of the
Board

The 6th meeting of the
ninth session of the
Board

ale

15 October
2021

29 October
2021

21 December

2021

Resg 1o s

Considered and passed:

1.

the proposal for the entering into of the Service and
Supply Supplemental Agreement and the connected
transactions between the Company and Sichuan
Desheng

Considered and passed:

1.

Third quarterly report of 2021

Considered and passed:

1.

the proposal on formation of a joint venture and
connected transactions between the Company and
Baosteel Resources Holdings (Shanghai) Co., Ltd.

the proposal on the Company's applying for a
comprehensive credit line of RMB6.91 billion from 7
financial institutions

the proposal on amendments to the Work Regulations of
the Strategy Committee under the Board of Directors

the proposal on the disposal of the remaining shares for
debt-for-equity swap in the temporary securities account
of Chongging Iron & Steel

2021 Annual Report
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1)) Directors’ attendance of Board meetings and general meetings

{ie da ce
egeea
le da ceg oad eel gs eel gs
el e
a edle
aile d be
be igseil e ggeea
depe de 1 ¢ oad lledace iledace a e da e eel gs eel gs
d e eel gs ¢ aile ded
Zhang Wenxue No 14 14 10 0 0 No 2
Song De An No 17 16 14 1 0 No 0
Xie Zhixiong No 6 6 4 0 0 No 0
Lai Xiaomin No 6 6 5 0 0 No 0
Zou An No 17 17 13 0 0 No 3
Zhou Ping No 17 16 14 1 0 No 0
Sheng Xuejun Yes 6 6 5 0 0 No 0
Zhang Jinruo Yes 6 6 5 0 0 No 0
Guo Jiebin Yes 6 6 5 0 0 No 0
Liu Jianrong No 8 8 6 0 0 No 0
Tu De Ling No 11 11 9 0 0 No 0
Xin Qing Quan Yes 11 11 9 0 0 No 0
Xu Yi Xiang Yes 1 11 9 0 0 No 1
Wong Chun Wa Yes 1 11 11 0 0 No 0
Explanations on failure to attend 2 consecutive meetings in person
[ ] Applicable Not applicable
Number of Board meetings during the year 17
Including: number of physical meetings 1
Number of virtual meetings 13
Number of meetings by both physical and virtual means 3

(I)  Objections raised by independent Directors in respect of relevant matters of the Company

] Applicable Not applicable

Chongging Iron & Steel Company Limited 9 A ¢




Section IV  Corporate Governance (Continued)

R R e Re RS e

() Others

Applicable [ ] Not applicable

During the Reporting Period, the work of the Board of Directors was completed jointly by the
two sessions of the Board of Directors. Members of the eighth session of Board of Directors of
the Company include: Liu Jianrong, Song De An, Zhang Wenxue, Tu De Ling, Zou An, Zhou
Ping, Xin Qing Quan, Xu Yi Xiang, and Wong Chun Wa. On 12 August 2021, the Company's
Board of Directors was re-elected. Members of the ninth session of Board of Directors include:
Zhang Wenxue, Song De An, Xie Zhixiong, Lai Xiaomin, Zou An, Zhou Ping, Sheng Xuejun,
Zhang Jinruo, Guo Jiebin.

S € e S R R
Applicable [ ] Not applicable

(1). Membership of special committees under the Board

Speca @¢ llee

Calege Y ae
Audit Committee the eighth session: Xin Qing Quan, Zhou Ping, Xu Yi Xiang, Wong
Chun Wa
the ninth session: Zhang Jinruo, Zhou Ping, Sheng Xuejun, Guo
Jiebin
Nomination Committee the eighth session: Xu Yi Xiang, Song De An, Xin Qing Quan, Wong
Chun Wa
the ninth session: Sheng Xuejun, Song De An, Zhang Jinruo, Guo
Jiebin
Remuneration and the eighth session: Wong Chun Wa, Song De An, Xin Qing Quan, Xu

Evaluation Committee  Yi Xiang
the ninth session: Guo Jiebin, Song De An, Sheng Xuejun, Zhang
Jinruo
Strategy Committee the eighth session: Liu Jianrong, Song De An, Zhang Wenxue, Tu
De Ling, Zou An, Zhou Ping
the ninth session: Zhang Wenxue, Song De An, Xie Zhixiong, Lai
Xiaomin, Zou An, Zhou Ping

O8 2021 Annual Report









Section IV Corporate Governance (Continued)

s e ¢ S R R e

(2). During the reporting period, the Audit Committee held 4 meetings (Continued)

ale Co le lo eel gs pelaice e lsa ds ggesle s lepeog acvegdies

29 April 2021 The 13th meeting of the Audit /
Committee of the eighth session of
the Board considered the 2021 first
quarterly report.
28 August The first meeting of the Audit /
2021 Committee of the ninth session of
the Board considered the 2021
interim report.
29 October The second meeting of the Audit /
2021 Committee of the ninth session of
the Board considered the 2021 third
quarterly report.

Chongging Iron & Steel Company Limited 11
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Section IV  Corporate Governance (Continued)
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S

(8) During the reporting period, the Nomination Committee held 2 meetings

ale

11 June 2021

2021 Annual Report

Colelo el gs

The 10th meeting of the
Nomination Committee of the
eighth session of the Board
of Directors considered the
resolution on the appointment of
senior management personnel
of the Company.

pelalie elsads goesle s

After fully understanding the qualifications, professional

knowledge, skills, management experience and
physical condition of the senior management
employed, the Nomination Committee believed that the
senior management hired by the Board of Directors
are competent for their respective duties, and have
required qualifications and conditions for discharging
their powers and responsibilities. No circumstance
was identified under which they are forbidden to be
appointed as senior management of the Company,
nor is there any other situations under which they are
banned from market entry by the CSRC and such

lepeog acegdles



Section IV Corporate Governance (Continued)
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(4)-

During the Reporting Period, the Remuneration and Evaluation Committee held 3 meetings

ale Colelo el gs
19 March 2021 The 6th meeting of the
Remuneration and Evaluation
Committee of the eighth

session of the Board heard and
discussed the report on the
implementation of remuneration
for directors, supervisors and
senior management for 2020.

29 April 2021 The 7th meeting of the
Remuneration and Evaluation
Committee of the eighth
session of the Board heard the
remuneration plan for senior
management from 2021 to
2023, and exchanged and
discussed the issues such
as the setting performance
appraisal indicators of senior
management.

20 July 2021 The 8th meeting of the
Remuneration and Evaluation
Committee of the eighth session
of the Board heard the resolution
on the remuneration of the
members of the ninth session of
the Board of Directors and the
Supervisory Committee.

pelalie elsads goesle s

The members attending the meeting were of the view |
that the remuneration distribution of the Company's
directors, supervisors and other senior management
personnel for 2020 was in line with the established
remuneration design scheme, and there was no
circumstance that harmed the interests of the
Company and shareholders, as such, this resolution
was approved and submitted to the Board for
consideration.

The members attending the meeting were of the view that
the 2021-2023 remuneration plan for the Company's
senior management was formulated based on the its
strategic development and production and operation
objectives, as such, 2021-2023 remuneration plan for
senior management was approved and submitted to
the Board for consideration.

The members attending the meeting were of the view that
the remuneration plan for the members of the ninth
session of the Board of Directors and the Supervisory
Committee formulated by the Company in line with
the future business objectives and human resources
orientation and based on the positions and duties
of directors in the Company, was in compliance
with relevant national laws and regulations and
the provisions of the Articles of Association, which
will help to enhance the enthusiasm of directors,
and contribute to the long-term development of
the Company, without harming the interests of the
Company and shareholders. The Company purchased
liability insurance for directors, supervisors and senior
management to compensate them for the economic
compensation losses suffered in the performance
of their duties (other than liabilities of directors,
supervisors and executives due to their violations of
laws and regulations and the Articles of Assaciation),
which may provide a corresponding guarantee for
the Company's directors, supervisors and senior
management to perform their duties normally. As
such, the resolution on the remuneration of members
of the ninth session of the Board of Directors and the
Supervisory Committee was approved and submitted
to the Board for consideration.

lepeog acegdles

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)
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(5). During the Reporting Period, the Strategy Committee held one meeting

ale Coleto el g5 pelaice etsads ggesle s lepeo avegdtles
19 March 2021 The 3rd meeting of the Strategy Committee According to the environmental protection
of the eighth session of the Board studied requirements such as the protection of the
and discussed the resolution on fixed asset Yangtze River and the ultra-low emission in
investment in 2021. the steel industry, taking into consideration

the development needs of planning and
building a high-quality and green intelligent
steel enterprise with a capacity of over
10 million tons, the Company intended
to invest in 126 fixed asset projects in
2021, including safety, environmental
protection, and employee improvement,
smart manufacturing and other categories,

11 2021 Annual Report
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Employees

Number of in-service employees of the Parent Company 6,456
Number of in-service employees of major subsidiaries 278
Total number of in-service employees 6,734

Number of retired employees for whom the Parent Company and
major subsidiaries need to bear certain expenses 479

St ¢1 eg poesse

be o
ypee Peoeesse peep &
Production staff 5,494
Sales staff 82
Technical staff 854
Finance staff 50
Administrative staff 254
Total 6,734

d caleg a ar ge o

d calg e e

Doctor’s degree 3
Master’'s degree 92
Undergraduate 1,120
Associate diploma 2,203
Polytechnic school level and below 3,316
Total 6,734

Note: the above number of in-service employees is the number of in-service persons of the Company as
at the 31 December 2021.

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)
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Remuneration policy
Applicable [] Not applicable

Employees’ remuneration refers to payments the Company makes to employees in cash for
their work. Currently, employees’ remuneration mainly comprises base salary, subsidies
and allowances (including middle-and night-shift allowances, lunch fees, high temperature
allowance) and bonus.

The Company determines the system, method and level of remuneration payment within the
budgeted total amount of salary based on the Company’s economic benefits and status as
well as appraisal results.

The Company implements a minimum salary system, and provides a remuneration of not
lower than the minimum salary standard prescribed by Chongqging municipal government
for employees who offer normal labor in legitimate working time (including the trial period,
probationary period and inspection period).

In relation to item 111(19) "Payroll and employee benefits payable" under the section headed
"Notes to the Financial Statements" of this report, the Group has no forfeiture of contributions
under the defined contribution plans (i.e. contributions processed by the employer on behalf
of the employee who has left the scheme prior to vesting fully in such contributions). As at 31
December 2021, no forfeited contribution under the defined contribution scheme is available
for the Group to reduce the existing level of contributions.

Training program
Applicable [] Not applicable

The Company has put in place a training management system and formulated an annual
training plan, providing internal and external staff training according to development needs
to enhance employees’ skills, business capability and management level, which in turn will
help the Company to improve production efficiency and optimize human resource structure.
The Company’s efforts for wide and in-depth staff education and training aim to further
enhance the technology, skill and management innovation abilities of those attending different
functions, and create a learning enterprise, which will ensure employees’ career development
and the Company’s sustainable development.

According to the Company’s production and operation requirements for the quality of staff
members and focus on the overall planning of the human resources department, in the year
2021, benchmarking was conducted to identify gap between itself and leading enterprises,
and external training, centralized training, mentoring system and online training were applied
to the Company’s employee training program in a bid to develop the employees’ training,
and a total of 48,764 attendances by employees were recorded, with 76.2 hours of training
for each employee in average, representing a significant increase as compared with that for
2020. Training indicators such as the implementation rate of the training plan, the certification
of professional titles and the certification of professional qualifications have all achieved the

target value of the annual plan.

2021 Annual Report
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(IV) Outsourcing

[ ] Applicable Not applicable

se R R SR RR S R e
RSR S R e

N Formulation, implementation and adjustment of cash dividend distribution policies
Applicable [] Not applicable

The Articles of Association laid out detailed requirements on the basic principles, forms and
conditions for profit distribution, the consideration and deliberation procedures, as well as
decision-making mechanism in respect of the profit distribution plan and adjustment to profit
distribution policies.

As audited by Ernst & Young Hua Ming LLP, the net profit attributable to shareholders of the
Company in 2021 was RMB2,173 million. As of the end of 2021, the Company’s undistributed
profit was RMB-6,613 million. Given that the Company’s undistributed profit was negative as
at the end of 2021, the Board proposed that the Company should not make any distribution of
profits, or transfer capital reserve into share capital for the year of 2021 according to Article
250 of the Articles of Association.

(I1)y  Special explanation on cash dividend policy
[ ] Applicable Not applicable

(1) 1f the Company records profits and the parent company records a positive distributable
profit during the Reporting Period but there is no plan for cash dividend, the Company
shall disclose the reasons and the usage of the undistributed profits and the usage plan in

detail
[ ] Applicable Not applicable
S R RSR

As of 31 December 2021, the Company has no reserves available for distribution to the owners of the

Company (the undistributed profit as of the end of 2029 S RMB B B TS BITO, art Qe UG (O Ta —

requirements of the Articles of Association, there are no conditions of distribution for the time being).

Chongging Iron & Steel Company Limited 1y
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Relevant incentive events disclosed in provisional announcements but without subsequent
development or changes during implementation

[] Applicable Not applicable

Incentive events not disclosed in provisional announcements or with subsequent
development

Equity incentive
[ ] Applicable Not applicable

Other explanations

[ ] Applicable Not applicable
Employee stock ownership plan
Applicable [ ] Not applicable

In order to establish and improve the mechanism in which labourers and owners share both
benefits and risks, enhance employees’ cohesion and the Company’s competitiveness,
maintain a close relationship with core employees, coordinate the interests of management
team, core personnel and shareholders, and promote the Company’s long-term stable
development and enhancement of shareholders’ value, the Company has prepared the
Employee Share Ownership Plan from 2018 to 2020 (Draft) and its summary in accordance
with relevant laws, regulations as well as the Articles of Association.

The Company convened the 15th meeting of the seventh session of the Board and the 18th
meeting of the seventh session of the Supervisory Committee on 20 March 2018 and the
2017 annual general meeting on 15 May 2018, at which the Proposal for the Employee Share
Ownership Plan from 2018 to 2020 (Draft) of Chongging Iron & Steel Company Limited and its
Summary 0 DO0O000000O00O0O0O20180020200 00000 M 000O00O000O0DOO0NO),
the Proposal for the Proposed Authorisation to the Board of Directors by the General Meeting
to Handle Relevant Matters Regarding Employee Share Ownership Plan 000000000
0000000000000 0O0D0O0O0DOO0OO0) and other proposals were considered and
approved.
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Section IV Corporate Governance (Continued)
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(1) Incentive events not disclosed in provisional announcements or with subsequent
development (Continued)

As authorized at the 2017 annual general meeting of the Company, the Resolution in relation
to Employee Share Ownership Plan Phase | of the Company was considered and approved
at the fifth meeting of the eighth session of the Board and the fourth meeting of the eighth
session of the Supervisory Committee held by the Company on 18 December 2018.

As at 14 May 2019, according to the Single Asset Management Plan of Huatai Asset
Management for Employee Share Ownership Plan No. 1 of Chongqging Iron & Steel (O O
doooooooDoOOoOoOo100000000d), an aggregate of 24,791,400 A shares of
the Company, representing approximately 0.28% of the total share capital of the Company,
have been purchased by way of centralized bidding in the secondary market at an average
transaction price of approximately RMB1.97 per share for the first phase of employee share
ownership plan, and the transaction amount was approximately RMB48.7831 million. So
far, the Company has completed the share purchase for the first phase of employee share
ownership plan, and the shares purchased for the share ownership plan shall be subject to a
lock-up period commencing from 15 May 2019 to 14 May 2020 according to regulations.

The Company convened 2018 annual general meeting, 2019 first class meeting of A
shareholders and the 2019 first class meeting of H shareholders on 21 May 2019, at which the
Proposal for the grant of general mandate to the board of directors to repurchase A Shares
of the Company( 0O 0DOOOOOOOAODOODOQOOOO), the Proposal for the grant of
general mandate to the board of directors to repurchase H Shares of the Company 00 0O 0O O
000000OHOODOOODOOOOand other proposals were considered and approved. As
authorized at the 2018 annual general meeting, the 2019 first class meeting of A shareholders
and the 2019 first class meeting of H shareholders, the Resolution on Repurchase of the
Shares of the Company through Centralized Bidding Trading was considered and approved
at the 10th meeting of the eighth session of the Board of the Company convened on 21 May
2019.

As at 27 June 2019, the Company repurchased a total of 31,500,000 shares through
centralized bidding trading, representing approximately 0.3532% of its total share capital.
The highest, lowest and average price transacted for such shares were RMB2.13 per share,
RMB1.88 per share and RMB1.975 per share, respectively. The total amount paid for such

shares was RMB62,223,734 (excluding transact jQbetos s mm———
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Section IV  Corporate Governance (Continued)

(1

Incentive events not disclosed in provisional announcements or with subsequent
development (Continued)

As authorized at the 2017 annual general meeting of the Company, the written resolutions of
the 14th meeting of the eighth session of the Board and the 10th meeting of the eighth session
of the Supervisory Committee have been signed and issued in writing on 25 September 2019,
by which the Proposal in relation to the Implementation of the Second Phase of Employee
Share Ownership Plan of the Company 0000000000000 OOODOODNO) was
considered and approved.

As at 28 November 2019, according to the Single Asset Management Plan of Huatai Asset
Management for Employee Share Ownership Plan No. 2 of Chongqging Iron & Steel (O O
0o0o0oooDoDDoDDOoO0o0o2000000000), an aggregate of 25,135,600 A shares of
the Company, representing approximately 0.28% of the total share capital of the Company,
have been purchased by way of centralized bidding in the secondary market at an average
transaction price of RMB1.798 per share for the second phase of employee share ownership
plan, and the transaction amount was RMB45,194,969. So far, the Company has completed
the share purchase for the second phase of employee share ownership plan, and the shares
purchased for the share ownership plan shall be subject to a lock-up period commencing from
29 November 2019 to 28 November 2020 according to regulations.

As authorized at the 2017 annual general meeting of the Company, the Company convened
the 16th meeting of the eighth session of the Board and the 12th meeting of the eighth session
of the Supervisory Committee on 27 December 2019, at which the Proposal in relation to the
Third Phase of the Employee Share Ownership Plan of the CompanyQ OO0 OO0 OO0 QOO
00000000 was considered and approved. As authorized at the 2018 annual general
meeting, the 2019 first class meeting of A shareholders and the 2019 first class meeting
of H shareholders, the Resolution on Repurchase of the Shares of the Company through
Centralized Bidding Trading was considered and approved at the 18th meeting of the eighth
session of the Board of the Company convened and circulated in writing on 26 February 2020.

As at close time on 12 March 2020, the Company repurchased a total of 50,000,000 shares
through centralized bidding trading, representing approximately 0.56% of its total share
capital. The highest, lowest and average price transacted for such shares were RMB1.71 per
share, RMB1.65 per share and RMB1.69 per share, respectively. The total amount paid for
such shares was RMB84,333,550.00 (excluding transaction costs). So far, the Company has
repurchased a total of 81,500,000 shares accumulatively, representing approximately 0.91%
of its total share capital.
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Section IV Corporate Governance (Continued)
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(1) Incentive events not disclosed in provisional announcements or with subsequent
development (Continued)

On 11 June 2020, the Company received the Confirmation of Transfer Registration 00 O O O
0 O 0O 0) issued by China Securities Depository and Clearing Corporation Limited. The number
of A shares of the Company deposited in the Company’s securities account designated for
share repurchase was 44,837,800, representing approximately 0.50% of the Company’s
total share capital, which were transferred into the securities account designated for the third
phase of the employee share ownership plan through a non-transaction way on 9 June 2020,
at a transfer price of RMB1.80 per share. The shares purchased for the share ownership plan
shall be subject to a lock-up period commencing from 9 June 2020 to 8 June 2021 according
to regulations.

As authorized at the 2017 annual general meeting of the Company, the Company convened
the 31st meeting of the eighth session of the Board and the 20th meeting of the eighth session
of the Supervisory Committee on 30 December 2020, at which the Proposal in relation to the
Fourth Phase of Employee Share Ownership Plan and Adjustment to the Way of Distribution of
Rights and Interests under the First, Second and Third Phases of Employee Share Ownership
Plan O0O0OQCOO0O0OODODOQOOOO0OODOOOOUOODODDOODOUODODODOOUOODODOOOO
0 0) was considered and approved. On the same day, the Company convened the second
holders’ meeting of the first phase of the employee share ownership plan, the second
holders’ meeting of the second phase of the employee share ownership plan and the second
holders’ meeting of the third phase of the employee share ownership plan. According to
the Management Measures on Employee Share Ownership Plan of Chongqging Iron & Steel
Company Limited and the first, second and third phases of the employee share ownership
plan, by taking account of the complexity and flexibility for implementing the employee share
ownership plan, it was approved to adjust the way of distribution of rights and interests
under the first, second and third phases of employee share ownership plan from the original
statement of “disposing of the underlying shares held under the employee share ownership
plan” to “disposing of the underlying shares held under the employee share ownership plan
or transferring the shares held under the employee share ownership plan to the employees’
personal securities accounts by non-transaction transfer upon payment of relevant taxes and
fees (if any)”.

As at 25 March 2021, the Company has completed the shares realization and distribution of

interests under the first and second phases Of QEliRloNe CumSi e i EmOMA LSRRl el 0.0 S —

non-transaction transfers and transactions in the secondary market. At this point, the first and
second phases of employee share ownership plan of the Company are terminated.
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Section IV  Corporate Governance (Continued)

(1

Incentive events not disclosed in provisional announcements or with subsequent
development (Continued)

As at 2 July 2021, the Company has completed the shares realization and distribution of
interests under the third phase of employee share ownership plan by means of non-transaction
transfers and transactions in the secondary market. At this point, the third phase of employee
share ownership plan of the Company is terminated.

According to the authorisation by the 2017 annual general meeting of the Company and the
requirements of the 2018-2020 Employee Share Ownership Plan of the Company and relevant
management documents, the Company convened the 41st meeting of the eighth session of the
Board on 20 July 2021, at which the Proposal in relation to the Adjustment to the Scale of the
Fourth Phase of Employee Share Ownership Plan 00 000000000000 ODOO0O0O0)
was considered and approved. The scale of the fourth phase of the employee share ownership
plan of the Company is hereby rounded down to 45,724,000 shares so as to facilitate the
completion of purchase of the shares under the fourth phase of the employee share ownership
plan of the Company.

As at 3 August 2021, according to the “Single Asset Management Plan of Huatai Asset
Management for Employee Share Ownership Plan No. 4 of Chongging Iron & Steel (0 OO
0000000000040 00000000)", an aggregate of 9,061,800 A shares of the
Company, representing approximately 0.102% of the total share capital of the Company,
have been purchased by way of centralized bidding in the secondary market at an average
transaction price of approximately RMB3.131 per share for the fourth phase of employee share
ownership plan, and the aggregate transaction amount was approximately RMB28,372,606.80.
36,662,200 A shares of the Company held by its securities account designated for share
repurchase, representing approximately 0.411% of its total share capital, were transferred
to the respective securities account designated for the fourth phase of employee share
ownership plan of the Company by non-transaction transfer on 3 August, at a transfer price
of RMB1.800 per share. As of this date, the Company has completed the share purchase and
non-transaction transfer for the fourth phase of employee share ownership plan, and the fourth
phase of employee share ownership plan of the Company held a total of 45,724,000 shares of
the Company, representing 0.513% of the total share capital of the Company. The shares held
for the share ownership plan shall be subject to a lock-up period commencing from 3 August
2021 to 2 August 2022 according to the regulations.

Other incentive measures

[ ] Applicable Not applicable
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Section IV Corporate Governance (Continued)

Share options granted to Director and senior management during the Reporting Period

[] Applicable Not applicable

Establishment and implementation of senior management appraisal and incentive
mechanisms during the reporting period

Applicable ] Not applicable

In 2021, under the Plan on the Remuneration of Senior Management 2021-2023 and the
Resolution on Promoting the Tenure System and Contractual Management for Managers
approved by the Company's Board of Directors, it was stressed that the Company's operating
performance is consistent with personal interests, reflecting the spirit of co-creation and
sharing. The Company entered into the Performance Responsibility Letter of 2021-2023
Term/Annual Management Members of Chongqing Iron & Steel Company Limited with Senior
Management to implement the management concept of taking performance as the first
evaluation standard and carry out annual and tenure business performance assessment for
management members in accordance with the contract, cash remuneration and implement
appointments according to the assessment results, and practice incentives for senior
management.

Chongging Iron & Steel Company Limited
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Section IV  Corporate Governance (Continued)

e SRhRE R e R
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Applicable [ ] Not applicable

In 2021, in order to further promote the systematization, standardization and institutionalization of the
construction of the Company's internal control system, based on the new business, new problems
and new changes, it carried out system benchmarking and review work, and comprehensively
reviewed the effectiveness of the design and implementation of its existing rules and regulations,
strengthened compliance management, reduced and merged redundant documents, emphasized
the identification of risk points in various business processes, refined the responsibilities and
key control activities of each position, and clarified the internal control requirements of important
business areas and key control links, cleared out the interface of division of responsibilities and
straightened out business processes. Besides, the Company reviewed the deviations in the
execution of the Company's processes, standardized the Company's production, operation and
management behaviors, implemented management responsibilities, and transformed the audit results
into management effectiveness in various professional fields. Through the preparation of internal
control manuals, self-assessment standards of internal control and other internal control documents,
the Company's rules and regulations were connected with the external regulatory requirements
of internal control to continuously improve the Company's internal control system capabilities.
In 2021, a total of 305 rules and regulations have been revised; 110 new rules and regulations
have been added according to the needs of the functional responsibilities. The inapplicable rules
and regulations were reduced and merged and a total of 83 copies were abolished. There are
713 effective rules and regulations, and the internal control system is more market-oriented and
standardized.

We evaluated the effectiveness of the internal control of the Company for the year ended 31
December 2021 (the reference date of internal control evaluation report) in accordance with the
requirements of the Basic Standards for Internal Control of Companies and the corresponding
guidance and other regulatory requirements concerning internal control (the “Corporate Internal
Control Standard System”), taking into account internal control system and evaluation methods of
the Company and based on the day-to-day monitoring and special supervision of internal control.
According to the identification criteria of material defects of internal control in the financial reporting
of the Company, as at the basis date of internal control evaluation report, material defects of internal
control in the financial reporting did not exist. The Company has maintained efficient internal control
in the financial report in all material respects in accordance with requirements of Corporate Internal
Control Standard System and relevant regulations. According to the identification of material defects
of internal control in the non-financial reporting, as at the basis date of internal control evaluation
report, there was no material defects in the internal control for non-financial reporting. Please refer
to the 2021 Evaluation Report on Internal Control published by the Company on 31 March 2022 for
details.

Explanation on material defects regarding the internal control during the Reporting Period

] Applicable Not applicable
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Section IV Corporate Governance (Continued)

R R R

Applicable [ ] Not applicable

According to the Company Law, Articles of Association and other relevant laws and regulations
and rules and systems, the Company implemented management and control over its subsidiaries.
The operation decision-making, financial management, personnel management and other work of
subsidiaries were brought into the unified management by the Company, which further strengthened
the management of subsidiaries, and improved the overall operation efficiency and anti-risk ability of
the Company.

In 2021, the Company conducted a special audit on the financial revenue and expenditure of
Chongging Iron and Steel Energy and Environmental Protection Co., Ltd. (0O OO0 O0O0OOOO0O
), and included two subsidiaries, (namely, Chongging Iron and Steel Energy and Environmental
Protection Co., LtdJO 00O OO0 OO OO O OOand Chongging Xin Gang Chang Long Logistics
Company Limitedd OO OOO0OO0O0D0OO0OO0OOD into the Company's internal control evaluation
scope in 2021 to supervise and evaluate the establishment and implementation of its internal control.

R R R e R

Applicable [] Not applicable

Ernst & Young Hua Ming LLP conducted an audit on the effectiveness of the Company’s internal
control over financial reporting as at 31 December 2021 in accordance with Enterprise Internal
Control Audit Guidance and relevant requirements from the practising guidances of the China
Institute of Certified Public Accountants and the audit view is as follows: the Company maintained
effective internal control on financial reporting in all material aspects as at 31 December 2021
according to the Basic Standards for Enterprise Internal Control and relevant requirements.

For details, please refer to the 2021 Internal Control Audit Report disclosed by the Company on 31
March 2022.

Whether to disclose the audit report on internal control: Yes
Type of opinion on the Audit Report of Internal Control: Standard and unqualified opinion

S R e e S € e S
R R R e S e
Nil
RS
[ ] Applicable Not applicable
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Section V. Environmental and Social Responsibility

N Explanation on the performance of environmental protection of companies and its key
subsidiaries under the classification of key pollutant discharging entity as published by the
environmental protection department

Applicable [ ] Not applicable

1. Pollutant discharging

Applicable  [_] Not applicable

116

2021 Annual Report

The Company has strictly implemented the permit management system for pollutant
discharging, and fully carried out the enterprise self-monitoring and information
disclosure, achieving pollutant discharging according to the law and regulations and
with permit. The Company has strictly implemented pollutant reduction and discharging
control by strengthening the operation and management of environmental protection
facilities. For the whole year of 2021, the total amount of pollutant discharging did not
exceed the total permitted index. During the Reporting Period, there was no accident
caused by the Company which was subject to environmental protection administrative
penalty. The major pollutants discharged by the Company are as follows:
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1 Particulate matter ~ Continuous 10 Goods transportation  Less than Emission Standard of 160.9  Emission Standard of Air Nil No
Air Pollutants for Ironmaking Pollutants for Ironmaking
Industry GB28663-2012 Industry GB28663-2012
2 Particulate matter ~ Continuous 41 Coking Less than Emission Standard of 1,289.97  Emission Standard for Pollutants il No
3 Sulfur dioxide Continuous Pollutants for Coking Chermical 796.09  for Coking Chemical Industry Nil No
4 Nitrogen oxides Continuous Industry GB16171-2012 8272 GB16171-2012 Nil No
5 Particulate matter ~ Continuous 20 Sintering Less than Emission Standard 2,757.3  Emission Standard of Air Nil No
6 Sulfur dioxide Continuous of Air Pollutants for Iron and 260477 Pollutants for Iron and Steel Nil No
7 Nitrogen oxides Continuous Steel Sintering and Pelletizing 52297 Sintering and Pelletizing Nil No
Industry GB28662-2012 Industry GB28662-2012
8 Particulate matter ~ Continuous 36 Ironmaking Less than Emission Standard of 2,105.5  Emission Standard of Air Nil No
9 Sulfur dioxide Continuous Air Pollutants for Ironmaking 49355 Pollutants for Ironmaking Nil No
10 Nitrogen oxides Continuous Industry GB28663-2012 594 Industry GB28663-2012 Nil No
11 Particulate matter ~ Continuous 21 Steelmaking Less than Emission Standard of 2,034.3  Emission Standard of Air Nil No
Air Pollutants for Steelmaking Pollutants for Steelmaking
Industry GB28664-2012 Industry GB28664-2012
12 Particulate matter ~ Continuous 11 Steel Rolling Less than Emission Standard of 481,43 Emission Standard of Air Nil No
13 Sulfur dioxide Continuous Air Pollutants for Steel Rolling 548.59  Pollutants for Steel Rolling Nil No
14 Nitrogen oxides Continuous Industry GB28665-2012 6094 Industry GB28665-2012 Nil No
1 oD Continuous 1 Central wastewater  Less than Emission Standard of 167.19  Emission Standard of Water Nil No
16 Nitrox Continuous freaiment station Water Pollutant for Iron and 1742 Pollutant for Iron and Steel Nil No
Steel Industry GB13456-2012 Industry GB13456-2012
17 Total Particulate matter: 8,829.4 tonnes, Sulfur dioxide: 4,443 tonnes, Nitrogen oxides: 7,260.3 tonnes, COD: 167.19 tonnes, Nitrox: 17.42 tonnes
18 Permitied emissions  Particulate matter: 15,167.3144 tonnes, Sulfur dioxide: 7,774.523 tonnes, Nitrogen oxides: 14,871.436 tonnes, COD: 481.991 tonnes, Nitrox: 48.199 tonnes
under the pollutant
discharging permit




Section V. Environmental and Social Responsibility (Continued)

Explanation on the performance of environmental protection of companies and its key

subsidiaries under the classification of key pollutant discharging entity as published by the

environmental protection department (Continued)

2. Construction and operation of pollution control facilities

Applicable  [_] Not applicable

The Company’s various pollution control facilities are fully equipped, technically
qualified, and operating normally. The environmental protection facilities currently
in operation include: 11 wastewater treatment facilities, 123 exhaust gas and dust
treatment facilities, of which main outlets of waste water and exhaust gas are installed
with online monitoring and supervisory facilities, and networking has been implemented
in accordance with government requirements. Blast furnace water slag, converter
steel slag, iron dust and other industrial solid waste disposal facilities are available. All
production processes of the Company have facilities such as noise elimination, noise
reduction, sound insulation and isolation, which effectively control environmental noise.
We strengthen the management and control of environmental protection facilities, clarify
the main body of responsibility, implement synchronous operation and maintenance of
environmental protection facilities and main facilities, and promptly organize emergency
repairs for abnormalities or failures. The environmental protection facilities are under

sound operating condition.

The wastewater treatment system expansion and quality improvement and
comprehensive wastewater utilization projects have been completed and put into
operation, which increased the processing capacity by 20,000 cubic meters per day,
and the indicators of COD and ammonia nitrogen in the wastewater pollutants have met
the emission requirements. The Company’s new hazardous waste warehouse has been
put into operation, and it has achieved compliant hazardous waste storage. All of the
existing pollution control facilities are under sound operating condition with a stable

emission up to the standard.

The Company has invested a large amount of funds to carry out ultra-low emission
standard transformation, and to carry out comprehensive transformation of organized
emission sources, disorganized emission points and clean transportation vehicles that

do not meet the requirements of ultra-low emission.

Chongging Iron & Steel Company Limited
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Section V

Environmental and Social Responsibility (Continued)

N Explanation on the performance of environmental protection of companies and its key
subsidiaries under the classification of key pollutant discharging entity as published by the
environmental protection department (Continued)

3.

2021 Annual Report

Environmental impact assessment of construction projects and other environmental
protection administrative licensing

Applicable  [_] Not applicable

In 2021, the Company’s bar materials production line upgrade and transformation
project, the wire rods production line upgrade and transformation project, the
raw material terminal equipment upgrade and transformation project, the energy
efficiency improvement project of waste heat power generation, the surplus gas power
generation project, the surplus gas power consumption, steam cascade utilization,
newly constructed primary steel slag treatment project, hot coil production line
automation capacity and equipment capacity improvement and transformation project,
hazardous waste warehouse construction project and other projects have obtained the
environmental assessment approvals.

Environmental emergency plan

Applicable  [_] Not applicable

In order to implement the requirements of the laws and regulations on strengthening
the environmental protection of enterprises promulgated by the central and local
government, and establish a sound environmental risk prevention system, and in
accordance with the approach of “prevention is first” and the principle of “unified
command, being unhurried in the face of danger, buying time for emergencies,
reduction of hazards”, the Company has formulated the Environmental Emergency Plan
00000000000 and carried out environmental protection filing with a period of
validity until 16 December 2023 and filling No. of 500115-2020-103-H, so as to actively
prevent, control and eliminate environmental emergencies, regulate the emergency
disposal of various types of environmental emergencies, to protect public health and
property safety.



Section V. Environmental and Social Responsibility (Continued)

N Explanation on the performance of environmental protection of companies and its key
subsidiaries under the classification of key pollutant discharging entity as published by the
environmental protection department (Continued)

5. Self-monitoring program on environmental protection

Applicable  [_] Not applicable

According to the requirements of the Measures for Self-monitoring and Information
Disclosure by the Enterprises Subject to Intensive Monitoring and Control of the State
(Trial Implementation) 000000000000 O0OO0OO0OO0OO0OO0OIOO) and the
General Rules for Technical Guidance on Self-monitoring of Pollutant Discharging
Organizations 000000 O0DO0OODOODOOOODOMO), the Measures for
Environmental Monitoring Management 00 00 0 0O 0O O 0O0) and the Self-monitoring
Program on Environmental Protection in 2021 020210 0000000 0O0O) were
formulated and the Company organized daily monitoring covering water, gas, soil and
noise in accordance with the monitoring program to ensure that the environmental risks
of the company’s plants are controllable. The Self-monitoring Program on Environmental
Protection in 2021 was filed with the ecology and environment bureau in order to
regulate the self-monitoring and information disclosure of the Company and ensure the
conscious fulfillment of its legal obligations and social responsibilities. The Company
has carried out its self-monitoring and information disclosure in accordance with such
program in 2021.

6. Any administrative penalties caused by environmental problems during the Reporting
Period

Applicable  [_] Not applicable

During the Reporting Period, the Company was not subject to administrative penalties
for environmental problems. Changes in penalties due to environmental incidents over
the previous years are as follows:

In 2017, the Company was subject to four administrative penalties for excessive
pollutant emissions from wastewater outfalls, totaling RMB200,000; in 2018, the
Company was subject to eight administrative penalties for emission problems, totaling
RMB900,000; in 2019, the Company was subject to four administrative penalties,
totaling RMB1.01 million; and in 2020 and 2021, the Company received no penalties
from government departments.
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Section V

Environmental and Social Responsibility (Continued)

N Explanation on the performance of environmental protection of companies and its key
subsidiaries under the classification of key pollutant discharging entity as published by the
environmental protection department (Continued)

7.

Other environmental information required to be disclosed
Applicable [ ] Not applicable

On 9 May 2020, the Ministry of Ecological Environment published The Feedback of the
Supervision from the Fourth Ecological and Environmental Protection Supervision Team
of the Central Government to Chongging City, in which, the illegal pile and storage of
steel slag of the Company has been reported. In order to effectively rectify the illegal
pile and storage of steel slag, the Company has formulated a special rectification plan,
completed material removal and sale and re-greened the site, and a standardized pile
and storage yard for steel slag has been completed and put into operation. Pursuant to
the Working Rules for Chongging Ecological and Environmental Protection Supervision
and Rectification and Check-off (for trial implementation) (Yu Huan Du Ban Fa [2020]
No. 2), the Company completed rectification and check-off, and passed the filing and
review in 2021.

(1)  Explanation on environmental protection of companies beyond the classification of key
pollutant discharging entity

[] Applicable Not applicable
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Section V. Environmental and Social Responsibility (Continued)

)

Relevant information conducive to ecological protection, pollution control and fulfillment of
environmental responsibilities

Applicable [ ] Not applicable

In 2021, the Company formulated the Environmental Protection Plan for “Great Protection of the
Yangtze River” of Chongging Iron & Steel, Working Plan for Ultra-low Emissions of Waste Gas,
Working Plan for Specific Action of Zero Sewage Discharge in 2021, Working Plan for Specific
Action of No Solid Waste Leaving Factory in 2021, clarified work objectives and specific
measures of implementation of Great Protection of the Yangtze River by Chongqging Iron &
Steel, and the treatment projects of waste gas, waste water and solid waste shall be moved
forward and implemented as planned. The Company launched 37 environmental protection
projects with an investment of RMB1.56 billion, and launched key projects such as 2 and 3#
sintering flue gas denitrification projects, 1# sintering desulfurization and denitrification, etc.
After the completion of the projects, the pollutant emissions will reach the ultra-low emission
requirements; in terms of wastewater, the Company completed the central wastewater treatment
system expansion and quality improvement and wastewater comprehensive utilization project,
and pushed forward water management projects such as special wastewater reuse treatment
system, rainwater reuse treatment system and central wastewater treatment system zero
discharge transformation project (Phase 1) as planned, vigorously promoting the replacement
of new water with reclaimed water, promoting multi-stage and cascade water use, reducing
the amount of external drainage of the recycling system and improving the water recycling
rate; in terms of solid waste, the Company completed the productization certification of
blast furnace water slag, desulfurization gypsum, steel slag and resistant material slag, and
completed the construction of industrial solid waste warehouses and standardized hazardous
waste warehouses to help the Company refine the whole process of hazardous waste
management.

Chongging Iron & Steel Company Limited
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Section V. Environmental and Social Responsibility (Continued)

(IV) Measures taken to reduce carbon emissions and its results during the Reporting Period
Applicable [ ] Not applicable

In 2021, the Company commissioned and promoted 15 energy-saving and carbon-reducing
projects (11 projects applied for in 2021 and 4 projects completed in 2020), of which 7 have
been commissioned and 8 are being advanced according to the schedule, and the remaining
projects will be commissioned in 2022. When all the projects are put into operation, it will
save 134,230 tonnes of coal/year and reduce CO, emissions by 448,010 tons/year. Among
them, the newly-built converter gas cabinet can carry an additional recovery volume of
approximately 252 million Nm?, reducing CO, emissions by 155,000 tonnes. The upgrading
of dehumidification blower of iron and steel plant can save 4,700 tonnes of coke and reduce
CO,
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Section V. Environmental and Social Responsibility (Continued)
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1. Vigorous efforts for low-carbon development

At the general debate of the 75th session of the UN General Assembly held in September
2020, General Secretary Xi Jinping pointed out that China would increase its nationally
determined contribution, and adopt more effective policies and measures to peak the
carbon dioxide emissions by 2030, and achieve carbon neutrality by 2060. In 2021, the
Central Committee of the Communist Party of China and the State Council issued the
Working Guidance for Carbon Dioxide Peaking and Carbon Neutrality in Full and Faithful
Implementation of the New Development Philosophy, which calls for the accelerated
formation of industrial structures and production modes that conserve resources and protect
the environment. Bearing in mind its status and responsibilities as a central state-owned

Chongging Iron & Steel Company Limited 1-3
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Section V. Environmental and Social Responsibility (Continued)

R S S R e

Energy and resource conservation

The Company strictly abides by the Environmental Protection Law of the People’s Republic
of China, the Energy Conservation Law of the People’s Republic of China and other laws
and regulations, implements energy and resource conservation in diverse dimensions, fulfills
environmental responsibility and helps promote ecological progress. The Company has
made solid efforts to promote the construction of energy management system, set up an
energy management network, established Energy and Environmental Protection Management
Committee and Energy Professional Committee to solve important and difficult issues in energy
and environmental protection, and provide strong technical and management support for
realizing green development. At present, the Company adopts an energy management system
with the version GB/T23331-2020 (ISO50001:2018) Requirements for Energy Management
System. At the same time, the Company has established the scrap steel whole-process
management system, revised the Management Measures for Scrap Steel Whole Process
Management, strengthened the management of scrap steel suppliers, updated the building
of the online platform for scrap steel acceptance, enhanced the timeliness and traceability of
information transmission of scrap steel acceptance, and improved the utilization rate of scrap
steel.

In the first half of 2021, the Company completed the main energy indicators well, with the
amount of self-generated electricity and the comprehensive energy consumption per ton of
steel hitting the best level in history. In the second half of the year, due to the impact of the
“double restriction” policy, the production scale dropped, there was a mismatch between
the iron system and the steel system, and the energy consumption indicators such as
the iron-steel ratio increased significantly compared with the plan at the beginning of the
year, resulting in the deterioration of energy indicators. The overall energy consumption of
550.12kgce/t per ton of steel in 2021 was failed to meet the annual target, but the energy
consumption of each production line was generally under control, and the national energy
consumption limit was completed.
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Section V. Environmental and Social Responsibility (Continued)
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3. Reducing pollutant discharge

The Company strictly complies with the requirements of laws and regulations such as Air
Pollution Prevention and Control of the People’s Republic of China, Water Pollution Prevention
and Control Law of the People’s Republic of China and Solid Waste Environmental Pollution
Prevention and Control Law of the People’s Republic of China, and organized the signing of
2021 Energy Environmental Protection Target Responsibility Statement to fulfill environmental
protection responsibilities. The Company started with “ultra-low exhaust gas discharge, zero
waste water discharge, no solid waste leaving the factory” to carry out “Treatment of Three
Wastes”--waste gas, waste water and solid waste; following the idea of “reduction at source,
process control and end treatment”, and capitalizing on big data information and intelligent
platforms, the Company works to reduce pollution emissions.

The Company has established the Yangtze River Protection Committee, formulated the
“Yangtze River Protection”, Environmental Protection Plan of Chongqging Iron & Steel in
accordance with the Yangtze River Protection Law and the China Baowu Master Plan for
Environmental Protection of Yangtze River Basin, clarified specific measures to implement the
Yangtze River Protection objectives, and made a rational plan of the implementation path of
“ultra-low emission of waste gas”,“zero waste water discharge” and“no solid waste leaving
the factory”. The Company plans to invest RMB3.63 billion and implement 69 environmental
protection projects to make its due contribution to the Yangtze River Protection with its own
green, low-carbon and high-quality development.

4. No penalty due to environmental incidents in recent years

Green waters and lush mountains are invaluable assets. The Company adheres to the
principle of giving priority to ecological and environmental protection, improves the
environmental management system, strengthens environmental risk prevention, and effectively
improves the corporate green management level. In 2020 and 2021, the Company received no
environmental penalties.

In 2017, the Company was subject to four administrative penalties for excessive pollutant
emissions from wastewater outfalls, totaling RMB200,000; in 2018, the Company was subject
to eight administrative penalties for emission problems, totaling RMB900,000; in 2019, the
Company was subject to four administrative penalties, totaling RMB1.01 million; and in 2020
and 2021, the Company received no penalties from government departments.

Chongging Iron & Steel Company Limited 1§
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Section V. Environmental and Social Responsibility (Continued)
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Ensuring supply and stabilizing prices

In 2021, facing a sharp and continuous rise in raw material prices, a shortage of coal and
coke resources, the maintenance of the Three Gorges Ship Lock and other severe situations,
the Company adhered to the production and operation policy of “increasing scale, adjusting
the structure, reducing costs” and the work keynote of “optimal management, minimum
consumption, comprehensive benchmarking to identify gaps, close attention paid to cost
reduction and efficiency”, focused on supply guarantee and cost reduction, conducted
meticulous planning and accurate benchmarking, and continued to enhance its capability for
ensuring supply, cost improvement, and risk control. It strives to build the most competitive
steel raw material purchasing supply chain in Southwest China, to ensure the stability of the
steel supply chain and industry chain.

Responsible supply chain

To effectively identify and manage environmental and social risks in each step of the supply
chain, the Company strictly controls supplier entry standards, and selects new suppliers based
on resources, quality, cost, management and sustainability, with preference given to large
and medium-sized enterprises over other enterprises, and preference given to manufacturing
enterprises over trading enterprises. At the same time, the Company requires new suppliers
to comply with national, local and industry laws and regulations; possess the qualification for
lawful production and operation; meet the Company’s requirements for supplier quality, safety
and environmental protection system management; ensure the product quality meets the
Company’s use requirements and can continue to improve; meet the Company’s requirement
of gradual reduction in the comprehensive cost, with strong competitiveness in comprehensive
cost performance on the market; suppliers of products with special qualification requirements
shall hold the production license or business license stipulated by the state or industry.

On the basis of strictly controlling supplier entry, the Company continues to carry out supplier
evaluation to guide suppliers to strengthen social responsibility, pay attention to environmental
protection, and use more environmentally friendly products and services. The Company
conducts annual evaluation and dynamic evaluation on suppliers according to product
attributes and supply characteristics.
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Section V. Environmental and Social Responsibility (Continued)
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Boosting industry development

The Company adheres to multi-party linkage, deepens strategic cooperation, speeds
up the construction of shared experimental base and shared database, builds a stable
communication platform, promotes industry-university-research cooperation, and jointly
promotes the construction of high-quality steel ecosystem. In 2021, the Company signed
long-term strategic cooperation agreements and communication and exchange platforms as
follows: Signed a strategic cooperation framework agreement with Yonggang Group; Signed
the purchasing entrustment management agreement and industrial logistics service contract
with Ouyeel Industrial Products; Signed a strategic cooperation agreement with Anshan Iron
and Steel, launching a “network steel mill” operation model; Cooperation with Wuhan Branch
of Baosteel Central Research Institute to conduct “Research on Technology Development and
Process Technology Upgrading of Chongqging Iron & Steel” and “Transportation Steel Project”;
Cooperated with University of Science and Technology Beijing in the projects of “Research
on Q38355 Series Steel Cleaning and Hot Delivery Hot Charging Process” and “Hot-rolled Coil
Structure Property Forecast System”.

Employee localization

In 2021, Chongging Iron & Steel had 6,734 employees on board; in particular, the number of
employees with Chongging household registration increased from 5,828 in 2019 to 6,040 in
2021, an increase of 3.6%, accounting for 89.7% of the total number of employees. In 2021,
a total of 239 people were newly recruited, of whom 152 employees were of Chongging
household registration, accounting for 63.6% of the total number of recruits. In the first
half of 2021, the Company carried out “school-enterprise” talent orientation training with
Chongqging University of Science and Technology and Chongqging Vocational College of
Electronic Engineering, through which, 30 graduates successfully joined the Company.
In the fall of 2021, the Company sent personnel to attend special job fairs at Chongqging
University, Chongging University of Science and Technology, Chongqing University of Posts
and Telecommunications, Yangtze Normal University, Chongging Three Gorges College,
Chongqging Vocational Institute of Engineering and other colleges and universities in
Chongging. In the end, the Company signed employment agreements with 21 graduates, 11
of whom were of Chongging household registration, accounting for 52.4% of the total number
of recruits.

Chongging Iron & Steel Company Limited
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Section V. Environmental and Social Responsibility (Continued)
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Implementing epidemic prevention and control measures

In 2021, the COVID-19 pandemic was still raging, to protect employees’ life safety and
physical health, and stabilize the Company’s normal production and operation order, the
Company continued to improve the system of epidemic prevention and control and institutional
guarantee and developed the corresponding prevention and control measures based on
specific epidemic situations. The Company leadership led a team to check and supervise the
epidemic prevention and control efforts and push ahead of the booster vaccination work, so
that the normalized epidemic prevention and control were implemented to the strictest extent.

On 30 July 2021, upon the confirmation of two asymptomatic infected persons in Chongging,
the Company immediately launched an emergency response for epidemic prevention
and control and conducted an employee whereabouts check. The local government also
dispatched public security and medical personnel to work with the Company’s security and
staff to form a temporary joint team for epidemic prevention and control to carry out nucleic
acid sampling, cleaning, disinfection and physical monitoring. On 2 August, the Company
received a notice from the government requiring that the No.12 Building of Xianqu Garden be
set as the quarantine point for the employees involved in the COVID-19 infection risk. After
seven days of quarantine, all the employees were tested negative for nucleic acid samples
four times and were released from quarantine on 8 August.

For details, please refer to the 2021 Environmental, Social and Governance Report of the
Company disclosed on 31 March 2022.
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Section V. Environmental and Social Responsibility (Continued)
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Applicable  [_] Not applicable

2021 was a crucial year for the Company to consolidate and expand the achievements of poverty
alleviation, comprehensively promote rural revitalization, and ensure a smooth transition and orderly
connection between the working mechanism and policy system. The Company insisted on providing
targeted assistance and fully supported the development of various businesses in rural areas, so as
to accumulate strength for rural revitalization with practical actions.

1. Serving Rural Revitalization

(1)  In order to fulfill corporate social responsibility, actively participate in social welfare
undertakings, help rural revitalization, accelerate the construction of urban and rural
civilization, improve the rural cultural and sports facilities and environment, and enhance
the national fitness awareness, in May 2021, the Company donated RMB142,440 for
the construction of 6 new fitness path projects in Tianxing Village, Jiangnan Town,
Changshou District.

(2) In May 2021, the Company set up a counter for the sales of loquat in Tianxing Village,
Jiangnan Street to the designated area of the Company to help villagers sell more than
1000 catties of loquat with consumption amount of more than RMB7000.

(3)  On the eve of the National Day, in order to let the people in need to spend a peaceful
and happy National Day, and guide the poverty-stricken households to start their own
business and become rich, on 28 September 2021, leaders of the Company went to
Tianxing Village, Jiangnan Street, to investigate the rural revitalization of Tianxing
Village, and carried out national festival condolence activities for all poverty-stricken
households. We sent rice, oil and other condolence gifts to poverty-stricken households,
brought holiday greetings and carried out friendly exchanges to understand the living
conditions of poverty-stricken households in detail, and encouraged them to build
confidence, develop planting and breeding, and work hard to achieve prosperity.

(4) In 2021, agricultural products of RMB770,000 were purchased in poverty-stricken areas
(Guangnan County, Yunnan).
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Section V

Environmental and Social Responsibility (Continued)

Co So dlalg a de pase @ ac ee els peelyae alg

a d

a e la alg €

2. Supporting Rural Education

In order to support the connection between education and rural revitalization plan, the
Company donated RMB100,000 to Chongqing Education Foundation in July 2021, which was
targeted to be used at the schools in rural revitalization districts and counties in Chongging
under the”Information Classroom” multimedia teaching equipment project.

3. Care for Special Children Education

(1)

2021 Annual Report

According to the initiative jointly initiated by Chongqing Charity Federation, the Civil
Affairs Bureau of Changshou District, the Women’s Federation of Changshou District
and the Working Committee for Caring for the Next Generation of Changshou District,
the Company actively contributed to the society and undertook social responsibilities
while improving its operating results. In August 2021, the Company donated RMB50,000
to Chongging Charity Federation for the psychological care activities for children in
difficulties in Changshou District.

In the morning of October 21, 2021, the Company carried out the public welfare
activity of “Help Special Children Grow with Dream of Campus” at the special school in
Changshou District, sending love gifts to special children, let them grow with love, and
gave 178 condolence gifts during the public welfare activity.

In order to further carry out the public welfare activity of “Help Special Children Grow
with Dream of Campus “, deliver caring gifts to special children, and improve the living
environment such as canteen dining, on November 24, 2021, the Company donated five
2P Heating and cooling air conditioners to the Special Education School in Changshou
District.

On December 30, 2021, the labor union of the Company led more than 20 volunteers
from the labor union, the general branch of the Youth League and Chongging Iron &
Steel Green Peak to visit the Special Education School in Changshou District to carry
out the public welfare activity of “Love in Dumplings”.



Section V. Environmental and Social Responsibility (Continued)
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3. Care for Special Children Education (Continued)

In 2022, the Company will continue to take the initiative to assume social responsibilities,
promote the stable economic and social development of the places where it operates, and
enhance the Company’s social image and influence. The Company plans to make external
donations of RMB900,000 with its own funds, mainly for rural revitalization and student
assistance. The specific plans are as follows:
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1 Tianxing Village, Jiangnan Monetary 50 Donationto 1. Infrastructure construction, To improve the living environment
Street, Changshou funds targeted mainly including the of Tianxing Village, improve
District, Chongging poverty construction of new the sense of happiness and
alleviation highways, bridges, roads,  achievement of villagers, and
areas installation of street  support rural revitalization.
lamps, improvement of
convenience Service center
facilities and addition of
cultural bulletin boards.
2. assistance to migrant
workers.
3. assistance to agricultural
products sales.
2 Chongging Education Monetary 10 Donationto  Donation of “Information to further improve the education
Foundation funds education Classroom” multimedia conditions of relatively
teaching equipment to schools  underdeveloped areas in
in rural revitalization areas of ~ Chongqing, enhance the
Chongging. level of cultural education,
and contribute to the talent
cultivation in the region.
3 Changshou Special Monetary 10 Donationto  in-kind donations. Improve school education
Education School funds education conditions, care for and support
special education, and create
a good atmosphere of physical
and mental health for children in
distress.
4 Others Monetary 20 Other donations/ to actively participate in social
funds welfare undertakings and

unaerfake corporafe S0Cla

responsibilities, which will be
implemented one by one after
the specific project plan is
determined.
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Section VI Significant Events
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N Commitment of de facto controller, shareholders, related parties, acquirer and the
Company during or sustained to the Reporting Period

Applicable I:' Not applicable
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Commitment made Tosolve the ~ China Baowu 1. In view of the overlap of the business of Baoshan Iron & Steel 16 September 2020 No Yes
in acquisition horizontal Co., Ltd. (DCODOODOOD)("Baosteel’), WISCO Echeng
report or equity  competition Steel Company Limited (000000000000000D)
change report (“Echeng Steel”) and Chongging Iron & Steel upon completion

of the acquisition, in accordance with the requirements of
current laws and regulations and relevant policies, China
Baowu will, within five years from the date of this commitment
letter or within a shorter period of time, and in accordance

with the requirements of the relevant securities regulatory
authorities and subject to the applicable laws and regulations
and relevant regulatory rules at that time, steadily promote

the integration of relevant business to solve the problem of

the horizontal competition by comprehensively using various
methods such as asset rearganization, business adjustment and
entrusted management based on the principle of facilitating the
development of the Company and safeguarding the interests of
shareholders, minority shareholders in particular.

The aforesaid settlement methods include, but are not limited to:

(1) Asset rearganization: to gradually sort out and reorganize the
assets of the overlapping business of Baosteel, Echeng Steel
and Chongaing Iron & Steel by way of asset purchase at cash
consideration, share issuance consideration or other methods
as permitted by relevant laws and regulations, or by way of
assets swap, assets transfer or other feasible reorganization
methods, $0 as to eliminate some of the overlapping
business;
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Section VI Significant Events (Continued)
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N Commitment of de facto controller, shareholders, related parties, acquirer and the
Company during or sustained to the Reporting Period (Continued)
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(2)Business adjustment: to sort out the business boundaries of
Baosteel, Echeng Steel and Chongging Iron & Steel, and to
try its best to achieve differentiated operations among the
three listed companies. For example, business differentiation
can be realized in different ways, such as asset trading and
business division, including but not limited to differentiation
in terms of business composition, product grade, application
areas and customer groups;

(3) Entrusted management: one party entrusts the decision-
making and management rights related to the operation of
certain relevant assets of the overlapping business to the
other party for unified management through the signing of an
entrustment agreement;

(4) Other feasible solutions within the scope permitted by laws
and regulations and relevant policies.

The implementation of the above solutions is subject to the
fulfillment of the necessary procedures for consideration by listed
companies and approval by the securities regulatory authorities
and relevant competent authorities in accordance with relevant
laws and regulations.

2. The company has not yet formulated specific implementation
plans or time schedule for solving the overlapping business
between Baosteel, Echeng Steel and Chongging Iron & Steel.
The company will fulfil its information disclosure obligations in
accordance with the relevant laws and regulations in a timely
manner after specific feasible plans are formulated;

3. Inaddition to the above, when the company or other
subsidiaries are offered business opportunities that may
compete with the business of Chongaing Iron & Steel, the
company will try its best to give Chongaing Iron & Steel the right
of priority to develop such opportunities and the right of first
refusal to acquire the projects, promote the price of the relevant
fransactions to be fair and reasonable, and take the commercial
practices followed for conducting normal commercial
transactions with independent third parties as its pricing basis;
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Section VI Significant Events (Continued)
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N Commitment of de facto controller, shareholders, related parties, acquirer and the
Company during or sustained to the Reporting Period (Continued)
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4. The company undertakes to strictly comply with the laws and
regulations as well as the provisions of the articles of association
of the Company and its relevant management system and not
to use its position as an indirect controlling shareholder of the
Company to seek unjustified benefits which may further impair
the rights and interests of other shareholders of the Company;

5. The above commitments shall remain in force during the period
when China Baowu has de facto control over Chongging Iron &

Steel.
Tosolvethe  Strategic 1. During the period when Strategic Emerging Fund and China 16 September 2020 No Yes
horizontal ~ Emerging Baowu are acting in concert and China Baowu has de facto
competition ~ Fund control over Chongging Iron & Steel, Strategic Emerging Fund

will not take advantage of China Baowu’s control over the
Company to obtain unjustified benefits and will not prejudice the
legitimate interests of the Company and other shareholders;

2. After the completion of change in equity, Strategic Emerging
Fund will reasonably integrate the business development
direction of its wholly-owned and holding subsidiaries and other
enterprises under its de facto control in accordance with the
main business development characteristics of each enterprise,
and avoid itself and enterprises under its control from engaging
in business that is in substantial horizontal competition with the
main business of Chongaing Iron & Steel;

3. If, during the period when Strategic Emerging Fund and China
Baowu are acting in concert and China Baowu has de facto
control over Chongaing Iron & Steel, Strategic Emerging
Fund and the enterprises under its control obtain business
opportunities that may constitute horizontal competition with the
Company, Strategic Emerging Fund will facilitate the transfer of
such business opportunities to the Company. If such business
opportunities are not yet available for transfer to the Company,
or if for other reasons the Company is temporarily unable to
obtain such business opportunities, the Company shall have
the right to request the Strategic Emerging Fund to adopt other
means permitted by laws, regulations and the CSRC to solve
the problem.
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Company during or sustained to the Reporting Period (Continued)
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Tosolvethe ~ Changshou 1. As of 1 December 2017, Changshou Iron & Steel has not 1 December 2017 No Yes
horizontal ~ Iron & Steel engaged in any business that is the same as or similar to the
competition existing core business of Chongqing Iron & Steel.

2. During the period when Changshou Iron & Steel is the
controlling shareholder of Chongaing Iron & Steel, if Changshou
Iron & Steel obtains a business opportunity of engaging in the
same business as Chongging Iron & Steel, Changshou Iron &
Steel shall concede the business opportunity to Chongging
Iron & Steel and can invest only after Chongging Iron & Steel
has given up such business opportunity. (“engaged/engaging
in" refers to any situations in which the business is conducted
directly or indirectly through a controlling entity, excluding
minority equity investments that do not generate a controlling

position.)
Tosolvethe  Siyuanhe 1. As of 21 December 2018, Siyuanhe Industrial Development 21 December 2018 No Yes
horizontal  Industrial Fund has not engaged in any business that is the same as or
competition  Development similar to the existing core business of Chongaing Iron & Steel.

Fund

2. During the period when Siyuanhe Industrial Development
Fund is the controlling shareholder of Chongging Iron & Steel,
if Siyuanhe Industrial Development Fund obtains a business
opportunity of engaging in the same business as Chongging
Iron & Steel, Siyuanhe Industrial Development Fund shall
concede the business opportunity to Chongging Iron & Steel
and can invest only after Chongqing Iron & Steel has given up
such business opportunity. (“engagedfengaging in” refers to
any situations in which the business is conducted directly or
indirectly through a controlling entity, excluding minority equity
investments that do not generate a controlling position.) (Note)
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Section VI Significant Events (Continued)
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N Commitment of de facto controller, shareholders, related parties, acquirer and the
Company during or sustained to the Reporting Period (Continued)
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Tosolve the ~ China Baowu 1. China Baowu will ensure the business independence and asset 16 September 2020 No Yes
related party integrity of Chongaing Iron & Steel, as well as independent and
fransactions integral production, supply and marketing system and other

auxiliary and supporting systems.

2. China Baowu and other enterprises under its control will not
seek the priority to conclude transactions with Chongging Iron &
Steel and its subsidiaries by utilizing its control over Chongaing
Iron & Steel.

3. China Baowu and other enterprises under its control will avoid
and reduce unnecessary transactions with Chongging Iron &
Steel and its subsidiaries. In the case of indeed necessary and
unavoidable transactions, China Baowu and other enterprises
under its control and Chongging Iron & Steel and its subsidiaries
shall enter into agreement by following the principles of justice,
fairness, valuable consideration, etc., according to law, perform
legal procedures, and in accordance with the requirements of
laws, regulations and regulatory documents and the provisions
of the Articles of Assaciation of Chongaing Iron & Steel, perform
the obligation of information disclosure according to law and
related procedures for internal decision-making and reporting
for approval, and undertake to neither conduct transactions with
Chongging Iron & Steel and its subsidiaries on unfair terms as
compared with market prices, nor engage in activities impairing
the legitimate interests of Chongaing Iron & Steel and its
shareholders by utilizing such transactions.

4. In case of violation of any of the above commitments, China
Baowu will undertake the liability according to law and
compensate Chongqing Iron & Steel for loss caused thereby.
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Tosolve the  Strategic 1. The Strategic Emerging Fund will ensure the business

related party ~ Emerging independence and asset integrity of Chongaing Iron & Steel,

transactions  Fund as well as independent and integral production, supply and
marketing system and other auxiliary and supporting systems.

2. Strategic Emerging Fund and the enterprises under its
control will not seek the priority to conclude transactions with
Chongaing Iron & Steel and its subsidiaries by utilizing the
concerted action relationship between Strategic Emerging Fund
and China Baowu and China Baowu’s control over Chongging
Iron & Steel.

3. Strategic Emerging Fund and the enterprises under its control
will avoid and reduce unnecessary transactions with Chongging
Iron & Steel and its subsidiaries. In the case of indeed
necessary and unavoidable transactions, Strategic Emerging
Fund and the enterprises under its control and Chongaing
Iron & Steel and its subsidiaries shall enter into agreement
by following the principles of justice, faimess, valuable
consideration, etc., according to law, perform legal procedures,
and in accordance with the requirements of laws, regulations
and regulatory documents and the provisions of the Articles of
Association of Chongaing Iron & Steel, perform the obligation of
information disclosure according to law and related procedures
for internal decision-making and reporting for approval, and
undertake to neither conduct transactions with Chongging Iron
& Steel and its subsidiaries on unfair terms as compared with
market prices, nor engage in activities impairing the legitimate
interest of Chongging Iron & Steel and its shareholders by
utilizing such transactions.

4. In case of violation of any of the above commitments, Strategic

Emerging Fund will undertake the liabili Ch 8ices, nion of any of Chongajye ith
maC Bw mrodsnter and its shareholders b0 -1w a-1.ausee Artreby](4. 316.2TR 632aC B16 SO Tembs w2020 TdRransactirmance 32.87Noate
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Tosolvethe ~ Changshou 1. After the implementation of the bankruptcy reorganisation plan 1 December 2017~ No Yes
related party Iron & Steel of Chongaing Iron & Steel, Changshou Iron & Steel will, in strict
fransactions accordance with the requirements of laws and regulations such

as the Company Law and the relevant provisions of the Articles
of Association of Chongaing Iron & Steel, exercise the rights of
shareholders, or urge the directors nominated by Changshou
Iron & Steel to exercise the rights of directors according to

law and to fulfill the obligation to abstain from voting when

the general meeting and the Board vote on the related party
fransactions invalving Changshou Iron & Steel.

2. After the implementation of the bankruptcy reorganisation
plan of Chongaing Iron & Steel, for the possible related
party transactions arising from various reasonable reasons,
Changshou Iron & Steel will, according to applicable laws and
requlations and on the principles of justice and equity, sign
agreements according to law, perform relevant procedures,
and perform its obligation of information disclosure in a timely
manner, so as to ensure that such transactions will not harm the
legitimate rights and interests of Chongging Iron & Steel and
other shareholders.
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Others ChinaBaowu 1. China Baowu and its concerted party, Strategic Emerging 16 September 2020 No Yes
and Strategic ~ Fund, undertake to maintain separation from Chongging Iron &
Emerging Steel in terms of assets, personnel, finance, organization and
Fund business, and to strictly comply with the relevant provisions of

the CSRC regarding the independence of listed companies,
and not to use their controlling position to violate the regulated
operating procedures of Chongaing Iron & Steel, interfere with
the operating decisions of Chongging Iron & Steel or harm

the legitimate interests of Chongging Iron & Steel and other
shareholders. The promisees and other subsidiaries under their
control guarantee that they will not misappropriate the funds of
Chongqing Iron & Steel and its subsidiaries under its control in
any way.

2. The above commitments shall remain in force during the period
when China Baowu has control over Chongging Iron & Steel
and Strategic Emerging Fund is acting in concert with China
Baowu. In the event of any loss to Chongging Iron & Steel as
aresult of the failure to perform the above undertakings by the
promisees, the promisees will bear the corresponding liability

for compensation.
Others Changshou During the period when Changshou Iron & Steel holds the 1 December 2017 No Yes
Iron & Steel shares of Chongaing Iron & Steel, Changshou Iron & Steel will,

in strict compliance with the rules of CSRC, Stock Exchanges,
as well as those of the management system of Chongaing

Iron & Steel such as the Articles of Association, exercise the
shareholders’ rights and fulfill the shareholders’ obligations

in the same manner as other shareholders. Changshou Iron &
Steel will not seek improper interests by using the position of
shareholders but respect the independence of Chongging Iron
& Steel in terms of its personnel, assets, business, finance, and

I T T T ————
organization.
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Significant Events (Continued)
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N Commitment of de facto controller, shareholders, related parties, acquirer and the
Company during or sustained to the Reporting Period (Continued)

Note:

On 16 September 2020, Siyuanhe Industrial Development Fund, China Baowu and Desheng
Group signed an Equity Transfer Agreement in respect of the distribution in kind of the 75% equity
interests in Changshou Iron & Steel held by Siyuanhe Industrial Development Fund. On the same
day, China Baowu entered into an Acting in Concert Agreement with Strategic Emerging Fund
and Chongging Yufu Assets Equity Investment Fund Management Co., Ltd. The change in equity
interests is due to Siyuanhe Investment, the original de facto controller of Chongging Iron & Steel,
will transfer the partnership equity in Siyuanhe Industrial Development Fund to Desheng Group.
Meanwhile, Siyuanhe Industrial Development Fund will be dissolved and will make distribution in
kind to China Baowu and Desheng Group with 75% equity interests in Changshou Iron & Steel
in proportion to their respective paid-in capital contributions. China Baowu will be allocated
40% equity interests in Changshou Iron & Steel and enter into an acting in concert agreement
with Strategic Emerging Fund to obtain control over Changshou Iron & Steel, thereby indirectly
controlling 2,096,981,600 shares of Chongqing Iron & Steel, representing 23.51% of the total share
capital of Chongging Iron & Steel. On 2 December 2020, China Baowu officially became the de
facto controller of Chongqging Iron & Steel.

In view of the above, according to Rule 10.1.6 (Il) of the Rules Governing the Listing of Stocks
on the Shanghai Stock Exchange, Siyuanhe Industrial Development Fund was the related party
of the Company in the past twelve months.

() Explanation of whether the Company fulfilled its profits forecast in relation to assets or
projects, if there is any profits forecast in relation to the Company’s assets or projects, and
if the reporting period is within the profits forecast period and the reasons therefor

[ Fulfilled [ INot Fulfilled [V]Not Applicable

(1) Performance of result commitment and its impact on goodwill impairment test

[ ]Applicable  [/]Not applicable
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Section VI Significant Events (Continued)

R R R S e R
S R RS RR R S R
R R R
[]Applicable Not applicable

e e R
[ ]Applicable  [V]Not applicable
R R e R

S R R R SS
ece R

[ ]Applicable  [V]Not applicable
e S SS
R S S R e e S ee e

ece S S Re RR € R
ece RR RS

(N Company’s analysis and explanation about the reasons for and impact of changes in
accounting policy and accounting estimates

|:| Applicable Not applicable

() Company’s analysis on the cause and impact of correction of material errors of accounting

|:| Applicable Not applicable

(1) Communication with the previous accounting firm
|:| Applicable Not applicable

(IV) Other explanations

|:| Applicable Not applicable
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Section VI Significant Events (Continued)

R ee R S
Unit: RMB’000 Currency: RMB
e el

Name of the domestic Ernst & Young Hua Ming LLP
accounting firm

Remuneration of the domestic 2,400
accounting firm

Term of service of the 4
domestic accounting firm

a e Re eale

Accounting firm for audit of Ernst & Young Hua Ming LLP 700
internal control

Explanations for appointment and removal of accounting firms
Applicable |:| Not applicable

The Company convened the 35th meeting of the eighth session of the Board and the 24th meeting
of the eighth session of the Supervisory Committee on 19 March 2021 and the 2020 annual general
meeting on 29 June 2021, at which the Proposal for the Re-appointment of the Financial and Internal
Control Auditor of the Company for the Year 2021 was considered and approved. Ernst & Young Hua
Ming LLP was re-appointed as the Company’s auditor for financial and internal control in 2021 for
a term from the approval at the 2020 annual general meeting till the convening of the 2021 annual
general meeting. The annual remuneration is RMB2.4 million for financial auditing services and
RMBO.7 million for internal control, totaling RMB3.1 million (tax exclusive).

Explanations for change of the accounting firm during the auditing period

|:| Applicable Not applicable
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Section VI Significant Events (Continued)

RS S S S S

) Reason for risk warning of delisting
|:| Applicable Not applicable

(1)  Measures taken by the Company to cancel the suspension of listing
|:| Applicable Not applicable

()  Statuses and causes of termination of listing

|:| Applicable Not applicable
RS R S e RRSREe R
|:| Applicable Not applicable
R R R
[ ] Material litigations and No material litigations and
arbitrations occur during the year arbitrations occur during the year
S e S Re€e RS
S R S RS S R e R
S R RS e e R RS RS S €
SS R e e SRS
|:| Applicable Not applicable
R e se R
S R RS e e R RS R
R R R
|:| Applicable Not applicable
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Section VI Significant Events (Continued)

R e e R S e s e

1)) Related party transactions related to day-to-day operation (Continued)

1. Events disclosed in provisional announcements but without subsequent development or
changes during implementation

I:' Applicable Not applicable

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation

Applicable I:' Not applicable

On 16 November 2020, the Resolution on the Lease Renewal and the Final Purchase
of the Assets from Changshou Iron & Steel was considered and approved at the 28th
meeting of the eighth session of the Board and the 19th meeting of the eighth session
of the Supervisory Committee of the Company, pursuant to which, the Company was
approved to enter into the Asset Leasing Contract with Changshou Iron & Steel. On the
same day, the Company entered into the Asset Leasing Contract with Changshou Iron
& Steel, which agreed on the lease renewal of production equipment and facilities from
Changshou Iron & Steel for the year 2021, with the lease term from 1 January 2021 to
31 December 2021, and pursuant to which, the parties agreed to enter into a purchase
agreement for the leased asset during the lease term of the contract or upon the expiry
of the lease term of the contract for the Company to purchase the leased asset from
Changshou Iron & Steel, at which time the parties would confirm the purchase price
with reference to the appraised value of the leased asset. For details, please refer to
the Announcement on the Related Party Transaction in relation to the Lease Renewal
and Final Purchase of Assets from A Related Party (Announcement No.: 2020-055)
disclosed by the Company on 17 November 2020.

In order to ensure the stable and continuous running of the production and operation
of the Company, on 25 August 2020, the Resolution in relation to the Entering into of
the Service and Supply Agreement between the Company and China Baowu and the
Continuing Related Party Transaction (Including the Proposed Cap thereunder) was
considered and approved at the 26th meeting of the eighth session of the Board of the
Company, pursuant to which, the Company was approved to enter into the Service and
Supply Agreement (the “Original Agreement”) with China Baowu, and the total amount
of services and/or materials provided by the Company and its subsidiaries (the “Group”)
to China Baowu and its subsidiaries (“China Baowu Group”) and the total amount of
services and/or materials provided by the China Baowu Group to the Group shall not
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Section VI Significant Events (Continued)

R e e R S e s e

1)) Related party transactions related to day-to-day operation (Continued)

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation (Continued)

On 20 November 2020, the Company entered into the Service and Supply Agreement
with China Baowu. For details, please refer to the Announcement on the Progress of
Continuing Related Party Transactions (Announcement No.: 2020-058) disclosed by the
Company on 21 November 2020.

In view of the enlarged production scale of the Company and the increase of China
Baowu’s demand, the Company intends to enter into the Supplemental Service and
Supply Agreement with China Baowu, which agreed that the item “pig iron” shall be
added to the products sold by the Group to China Baowu Group, and the total amount
from provision of services and/or materials by the Group to China Baowu Group shall
not exceed RMB2,537,100,000 for the period from the effective date of the Original
Agreement to 31 March 2021. Save for the changes aforesaid, all other terms under
the Original Agreement remain unchanged. On 29 January 2021, the Resolution in
relation to the Entering into of the Service and Supply Agreement and its Supplemental
Agreement between the Company and China Baowu and the Continuing Related Party
Transaction (Including the Proposed Cap thereunder) entered into was considered
and approved at the 33rd meeting of the eighth session of the Board of the Company,
and on the same day, the Company entered into the Supplemental Service and Supply
Agreement with China Baowu. For details, please refer to the Announcement on the
Progress of Continuing Related Party Transactions (Announcement No.: 2021-008)
disclosed by the Company on 30 January 2021.

In order to ensure the stable and continuous running of the production and operation
of the Company, on 19 March 2021, the Resolution in relation to the Entering into of the
Service and Supply Agreement from 2021 to 2023 between the Company and China
Baowu and the Continuing Related Party Transactions (Including the Annual Cap) was
considered and approved at the 35th meeting of the eighth session of the Board of
the Company, pursuant to which, the Company was approved to enter into the Service
and Supply Agreement (the “Agreement”) with China Baowu, and the total amount of
products provided by the Company and its subsidiaries (the “Group”) to China Baowu
and its subsidiaries (“China Baowu Group”) and the total amount of products, materials
and/or services provided by China Baowu Group to the Group shall not exceed
RMB49,741,000,000 and RMB87,990,000,000, respectively, for the period from 1 April
2021 to 31 December 2023. For details, please refer to the Announcement on 2021-
2023 Continuing Related Party TransactiQus{Announcement No - 2021_021) disclosed
by the Company on 20 March 2021. On 1 April 2021, the Company and China Baowu
entered into the Service and Supply Agreement for a period from 1 April 2021 to 31
December 2023.
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Section VI Significant Events (Continued)

R e e R S e s e

1)) Related party transactions related to day-to-day operation (Continued)

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation (Continued)

During the Reporting Period, the actual amount of the related party transaction was
within the annual caps, the details of which are as follows:

a sacl e

ypee ealedpaiyia saclie a ¢ 1
(Unit: RMB’000)

Renting Market price 117,058
Procurement of goods and acceptance Market price 14,746,697
of services
Sale of goods Market price 8,493,154
£l Matters not disclosed in provisional announcements

Applicable I:' Not applicable

Unit: RMB’000 Currency: RMB

Rease o ie
sape te lage Seile e 0 ee tebel ee
tgp tpe asag asag oleag 1 elodg asaely
ypeo ealed Co le 19 ealed o caledpaly p reo ag lo o5 a ealedpaly a el pead ael
Re aled pa ty Realed ealg s p patytasaley patytasade lasailg ealedpaly ealedpaty tasalgs tasadeg pe eee iep e
(%)
Chongging Changshou Iron & Controlling Shareholder  Purchase of goods  Purchase of goods With referenceto 3,509,512 1415 | | [
Steel Company Limited market price
Baowu Raw Material Supply Co., Ltd.  Subsidiary invested Purchase of goods  Purchase of goods Withreferenceto | 2,477,322 999 | | [
market price
Baosteel Resources Holdings Other related party Purchase of goods  Purchase of goods With referenceto 1,792,394 723 | | [
(Shanghai) Co., Ltd. market price
Ouyeel Industrial Products Co., Ltd.  Other related party Receipt of services  Receipt of services With referenceto |/ 822,274 1213 | / [
market price
Guangdong Guangwu Zhongnan Other related party Purchase of goods ~ Purchase of goods With referenceto |/ 709,369 286 | | [
Construction Materials Group market price
Co., Ltd.
Baosteel Engineering & Technology ~ Other related party Purchase of goods ~ Procurement of products  With reference to | 669,871 212 | | |
Group Corporation and acceptance of market price
services
Shanghai Iron & Steel Exchange Other related party Purchase of goods  Purchase of goods With referenceto | 626,221 253 | | [
Co., Ltd. market price
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Section VI Significant Events (Continued)

R e e R S e s e

1)) Related party transactions related to day-to-day operation (Continued)

Rease o 1 e
sape te lage Seile el 4 ee cehel ee
tgp tpe asady asalg olea g 1 elodo asaily
ypeo ealed Qo le 19 ealed o caledpaly p ‘eq ag lo o5 a ealedpaly ael peread ael
Re aed pa iy Realed ealg s p palylasae palylasade lasaly ealedpaly ealedpaly lasalgs lasalg p e eee cep e
(%)
Baoshan Iron & Steel Co., Ltd. Other related party Purchase of goods  Procurement of products  With reference to 614,331 195 | | [
and acceptance of market price
services
Shanghai Baoding Energy Co., Ltd.  Other related party Purchase of goods  Purchase of goods Withreferenceto | 558,692 225 | / /
market price
Wugang Resources Group Ezhou Other related party Purchase of goods  Purchase of goods With referenceto 466,454 188 | | [
Pelletizing Co., Ltd market price
Ouyeel Blockchain Finance Renewable - Other related party Purchase of goods  Purchase of goods Withreferenceto | 240,088 097/ / /
Resources Co., Ltd. market price
Baosteel Resources International Other related party Purchase of goods  Purchase of goods With referenceto 1,475,694 59 | | [
Co,, Ltd market price
Baowu Water Technology Co., Ltd. QOther related party Receipt of services  Receipt of services Withreferenceto | 223,016 329 | | [
market price
Baowu Equipment Intelligent Other related party Purchase of goods ~ Procurement of products  With reference to 128,785 041/ / [
Technology Co., Ltd and acceptance of market price
services
Shanghai Baosight Software Co., Ltd. ~ Other related party Purchase of goods ~ Procurement of products  With referenceto 116,750 037 | | [
and acceptance of market price
services
Shanghai Baosteel Shipping Co., Ltd.  Other related party Purchase of goods  Purchase of goods With referenceto | 61,165 05 | | [
market price
Baowu Group Echeng Steel Co,, Ltd.  Other related party Purchase of goods  Purchase of goods With referenceto 55,649 022 | | [
market price
Taicang Wugang Terminal Co., Ltd. ~ Other related party Purchase of goods ~ Purchase of goods Withreferenceto | 51,214 021/ / /
market price
Guangdong Baodi Nanhua Industrial  Other related party Receipt of services ~ Receipt of services With referenceto | 30,447 045 | / [
City Development Co., Ltd. market price
Baosteel Development Co., Ltd. QOther related party Receipt of services  Receipt of services Withreferenceto | 23,035 034/ | [
market price
Wuhan Iron & Steel Group Logistics ~ Other related party Receipt of services  Receipt of services Withreferenceto | 19,795 029 | / [
Co,, Ltd. market price
Zhejiang Zhoushan Wugang Terminal ~ Other related party Purchase of goods  Purchase of goods Withreferenceto | 14,686 006 / | [
Co,, Ltd. market price
Shanghai Meishan Industrial Civil Other related party Receipt of services  Receipt of services With referenceto | 12,719 019 / / [
Engineering Design Research market price
Institute Co., Lid.
Shanghai Ouyeel Purchasing Other related party Purchase of goods  Procurement of products  With referenceto 10,120 003 | | [
Information Technology Co., Ltd. and acceptance of market price
services
Wuhan Huafeng Sensing QOther related party Purchase of goods  Procurement of products  With referenceto |/ 8,617 003 / | [
Technology Co., Ltd. and acceptance of market price
services
Jiangsu Gongchang Roller Co., Ltd.  Other related party Purchase of goods ~ Purchase of goods With referenceto |/ 8,072 003 / | [
market price
Shanghai Baosteel Xinyue Talent Other related party Receipt of services  Receipt of services With referenceto 7,204 011/ | [
Technology Co., Ltd. market price

Chongging Iron & Steel Company Limited 11 Vv



118

Section VI

Significant Events (Continued)

R S e

s e

1)) Related party transactions related to day-to-day operation (Continued)

Re aed pa iy

Shanghai Ouyeel Logistics Co., Ltd.

Others

Shanghai Ouyeel Material
Technology Co., Ltd.

Guangdong Guangwu Zhongnan
Construction Materials Group
Co., Ltd.

Guangdong Shaogang Songshan
Co,, Ltd.

Ouyeel Yunshang Co., Ltd.

Shanghai Ouyeel Supply Chain
Co,, Ltd.

Chongaing Baocheng Carbon
Co,, Ltd.

Sichuan Desheng Group Vanadium &
Titanium Co,, Ltd

Wugang Group Kunming Iron and
Steel Co., Ltd.

Wuhan Baosteel Central China
Trade Co., Ltd

Baowu Group Echeng Steel Co., Ltd.

Baosteel Resources Holdings
(Shanghai) Co., Ltd|

Ouyeel Blockchain Finance (Pingxiang)
Renewable Resources Co,, Ltd.

Wugang Group Xiangyang Heavy
Equipment Material Co., Ltd!

Baowu Group Echeng Steel Co., Ltd.

Baostee! Huangshi Coated Plate

Co,, Ltd.
Others

Particulars of substantial sales return

Explanation on related party transactions

Realed ealg s p

Other related party

Other related party

Other related party

Other related party

Other related party

Other related party

Other related party

Subsidiary invested

Other related party

QOther related party

Other related party

QOther related party

Other related party

QOther related party

Other related party

Other related party

Other related party

Other related party

Total

ypeo ealed
patyla sarle

Receipt of services

Purchase of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

Sales of goods

tgp ‘pe
o ealedpaly
1asag

Qo le g ealed
patyla sare

Receipt of services With reference to
market price

/ With reference to
market price

Sales of goods With reference to
market price

Sales of goods With reference to
market price

Rendering of services  With reference to
market price

Sales of goods With reference to
market price

Sales of goods With reference to
market price

Sale of goods and energy With reference to
medium market price
Sales of goods and With reference to
provision of services  market price
Rendering of services  With reference to
market price

Sales of goods With reference to
market price

Sales of goods With reference to
market price

Sales of goods With reference to
market price

Sales of goods With reference to
market price

Rendering of services  With reference to
market price

Rendering of services  With reference to
market price

Sales of goods With reference to
market price

/ With reference to
market price

asarg
pieo
ealed pa iy

asadg
ag lo
ealed pa ly

| 3441
/ 9,670
| 2,614,514
/ 2,008,384
| 985,540
| 769,373
| 410,282
| 346,029
| 341,940
/ 224,172
| 200,013
| 135,593
| 125,326
| 98,861
| 75,342
/ 69,219
| 51,851
| 36,115
| 23,239,851
Ni

sape te lage Seile el
oleag L eloly
o5 a ealedpaly a el

lasalgs lasalg p e
(%)
005 / |
007 | |
6.56 | |
504 | |
247
193/ /
108/ |
087 | /
086 / |
0.56
050 / |
034 | |
031/ |
025 | |
019
017
013/ |
009 / /

[ /

Reasg o le
A ee cehel ee
asailg
pread ael
eee ep e

They enabled the Company to obtain stable and reliable service supply at a reasonable price,
which is vital to the Company to keep stable production, improve production efficiency and

increase production output
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Section VI Significant Events (Continued)

R e e R S e s e

(I)  Connected transactions related to acquisition of assets or acquisition or disposal of equity
interests

1. Events disclosed in provisional announcements but without subsequent development or
changes during implementation

I:' Applicable Not applicable

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation

Applicable I:' Not applicable

On 16 November 2020, the Resolution on the Lease Renewal and the Final Purchase
of the Assets from Changshou Iron & Steel was considered and approved at the 28th
meeting of the eighth session of the board of directors and the 19th meeting of the
eighth session of the Supervisory Committee of the Company, pursuant to which the
Company was approved to enter into the Asset Lease Agreement with Changshou Iron
& Steel.

On the same date, the Company entered into the Asset Lease Agreement with
Changshou Iron & Steel, agreeing to renew the lease of Changshou Iron & Steel’s
production equipment and facilities in 2021 with a lease period commencing on 1
January 2021 and ending up on 31 December 2021, pursuant to which the parties
agreed to enter into a purchase agreement for the leased asset during the lease term of
the agreement or upon the expiry of the lease term of the agreement for the Company
to purchase the leased asset from Changshou Iron & Steel, at which time the parties
would confirm the purchase price with reference to the appraised value of the leased
asset. For details, please refer to the Announcement on the Related Party Transaction
in relation to the Lease Renewal and Final Purchase of Assets from A Related Party
(Announcement No.: 2020-055) disclosed by the Company on 17 November 2020.

On 11 June 2021, the Resolution on Related Party Transaction in relation to the
Purchase of the Assets from Changshou Iron & Steel was considered and approved at
the 39th meeting of the eighth session of the board of directors and the 26th meeting of
the eighth session of Supervisory Committee of the Company, to approve the Company
to purchase pre-ironmaking assets from Changshou Iron & Steel. The pre-ironmaking
assets which the Company may purchase from Changshou Iron & Steel will be used for
the Company’s own production and operation, which is necessary for the Company’s
normal production and operation and can ensure the consistent and stable production
of the Company. For details, please refer to the Announcement on the Related Party
Transaction in relation to the Purchase of Assets from A Related Party (Announcement
No.: 2021-044) disclosed by the Company on 12 June 2021.

On 23 June 2021, the Company entereB™ IO HE Aooal ACOUISION AU COTIEIT W —
Changshou Iron & Steel in respect of the related party transaction for the purchase of
pre-ironmaking assets. The aforesaid related party transaction was considered and

approved by the Company at the 2021 second extraordinary general meeting held on

12 August 2021, and both parties completed the asset delivery.
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Section VI Significant Events (Continued)

R e e R S e s e

(I)  Connected transactions related to acquisition of assets or acquisition or disposal of equity
interests (Continued)

3. Events not disclosed in provisional announcements
I:' Applicable Not applicable

4. Disclosure of the performance of the results relating to the results agreement during the
Reporting Period

I:' Applicable Not applicable

(11 Material connected transactions related to joint external investment

1. Events disclosed in provisional announcements without subsequent development or
changes during implementation

I:' Applicable Not applicable

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation

Applicable I:' Not applicable

On 28 August, 2021, the second meeting of the ninth session of the Board of the
Company considered and approved the Resolution on the Formation of Joint Venture
and Related Party Transaction between the Company and Baowu Environment, and
jointly established Baowu Environment Chongqing Resources Recycling Co., Ltd.
(“Baohuan Resources”) with Baowu Group Environmental Resources Technology
Co., Ltd. (“Baowu Environment”). The Company contributed RMB49,000,000 to hold
49% equity interest in Baohuan Resources. According to the Articles of Association
of Baohuan Resources, the Company is entitled to the corresponding voting rights in
this company. On 27 October 2021, Baohuan Resources completed the industrial and
commercial registration.

On 21 December 2021, the sixth meeting of the ninth session of the Board of the
Company considered and approved the Resolution on the Establishment of Joint Venture
Company and Related Party Transaction between the Company and Baosteel Resources
Holdings (Shanghai) Co., Ltd., approving the establishment of Baowu Jingcheng
(Zhoushan) Mining Technology Co., Ltd. (“Baowu Jingcheng”) by the Company and
Baosteel Resources Holdings (Shanghai) Co., Ltd. (“Baosteel Resources”). The
Company contributed RMB34,200,000 to hold 19% equity interest in Baowu Jingcheng.
According to the Articles of Association of Baowu Jingcheng, the Company is entitled to
the corresponding equity voting rights in this company. On 23 December 2021, Baowu
Jingcheng completed the industrial and commercial registration.
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Section VI Significant Events (Continued)

R e e R S e s e

(1) Material connected transactions related to joint external investment (Continued)

°t Events not disclosed in provisional announcements

DApplicable [v]Not applicable
(IV) Claims and liabilities between related parties

1. Events disclosed in provisional announcements without subsequent development or
changes during implementation

[ ]Applicable  [V]Not applicable

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation

[V]Applicable  [_]Not applicable

According to the “Announcement of the Administrator of Chongqing Iron & Steel
Company Limited on the Progress of the Implementation of the Reorganisation Plan”
(Announcement No.: 2017-111) disclosed by the Company on 25 November 2017,
Changshou Iron & Steel lent RMB2,400,000,000 to Chongging Iron & Steel for the
implementation of the Reorganisation Plan. As of 30 June 2021, the Company has
repaid the loan in full in advance.

On 16 June 2020, the Resolution in Relation to the Provision of Financing by Chongging
Changshou Iron & Steel Company Limited to the Company was considered and
approved at the 23rd meeting of the eighth session of the Board of the Company,
pursuant to which Changshou Iron & Steel proposed to provide credit facilities to the
Company within the limit of no more than RMB1 billion (RMB1,000,000,000) for a term of

Chongging Iron & Steel Company Limited 11



Section VI Significant Events (Continued)

R e e R S e s e
(IV) Claims and liabilities between related parties (Continued)

2. Events disclosed in provisional announcements with subsequent development or
changes during implementation (Continued)

On 6 September 2021, the Resolution on the Company’s Application to Financial
Institutions for Comprehensive Credit Facilities of RMB3,010,000,000 and
USD200,000,000 was considered and approved at the third meeting of the ninth session
of the Board of the Company. A syndicated loan of RMB720,860,000 was provided to
the Company by China Merchants Bank Co., Ltd. Chongqing Branch, Shanghai Pudong
Development Bank Co., Ltd. Chongging Branch, China Minsheng Banking Corp., Ltd.
Chongging Branch, China CITIC Bank Corporation Limited Chongging Branch, China
Everbright Bank Company Limited Chongqging Branch, Baowu Finance and Ping An
Bank Co., Ltd. Chongging Branch, of which RMB62,610,000 was provided by Baowu
Finance to the Company. As of 31 December 2021, the loan was outstanding.

le esl

e e (¢ ¢ edd g

Re ailed pa 1 es a ¢ 1 1 epe od
(Unit: RMB’ 000) (Unit: RMB’ 000)

Changshou Iron & Steel 126,400 15,674
Baowu Finance 62,610 55323
3. Matters not disclosed in provisional announcements

I:' Applicable Not applicable
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Section VI Significant Events (Continued)

R e e R S e s e

(V) Financial business between the Company and related financial companies, financial
companies controlled by the Company and related parties

Applicable I:' Not applicable

1. Deposit business

Applicable I:' Not applicable

Unit: RMB’000 Currency: RMB

ola
a g | elaa g 1
epes i depes led tda
Re ated a day leest pe g d gle d gle Ces g
Re aled pa ly ealg s p depest 1 ale a ge bhaa ce pe od pe od baa ¢e
%) (%)
Baowu Group Other related - 0.30% 949 1,880,429 1,861,935 19,443
Finance Co., Ltd.  party
Total / / / 949 1,880,429 1,861,935 19,443
2. Money lending business

Applicable I:' Not applicable

Unit: RMB’000 Currency: RMB

ola

ao¢ 1

epes i depes led

Re ated le esi d gle

Re aied pa ly ealeg s p ale a ge pe od

%)
Baowu Group Other related 200,000 4.65% 500,000 62,610 500,000 62,610

Finance Co., Ltd. party

Total / / /500,000 62,610 500,000 62,610
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Section VI Significant Events (Continued)

V)

(V1)

R e e R S e s e

Financial business between the Company and related financial companies, financial
companies controlled by the Company and related parties (Continued)

3. Credit granting business or other financial services

Applicable I:' Not applicable

Unit: RMB’000  Currency.: RMB

Re aled
Re aied pa ly eale s p ypee b s ess
Baowu Group Other related party Comprehensive 2,000,000 311,541
Finance Co., Ltd. credit facilities
4. Other explanation
I:' Applicable Not applicable

Others

I:' Applicable Not applicable

(VIl) Annual review by independent non-executive directors and auditors

The Company’s independent non-executive directors reviewed the continuing connected
transactions of the Company in the Reporting Period, and confirmed that the transactions were:

1) entered into in the ordinary course of business of the Company;
2) carried out in accordance with normal commercial terms; and

3) carried out pursuant to the agreements of relevant transactions, the terms of which are
fair and reasonable, and in the interests of shareholders of the Company as a whole.

Ernst & Young Hua Ming LLP, the Company’s auditor, was engaged to report on the
Company’s continuing connected transactions in accordance with Hong Kong Standards
on Assurance Engagements 3000 (Revised)-Assurance Engagements Other than Audits or
Reviews of Historical Financial Information, with reference to Practice Note 740 Auditor’s
Letter on Continuing Connected Transactions under the Listing Rules issued by the Hong
Kong Institute of Certified Public Accountants. Ernst & Young Hua Ming LLP has issued an
unqualified conclusions in respect of the continuing connected transactions disclosed by the
Company in accordance with 14A.56 of the Listing Rules. A copy of the auditors’ letter was
submitted to the Hong Kong Stock Exchange by the Company.
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Section VI

R e R €S R
N Custody, contracting and leasing affairs
1. Custody

I:' Applicable

2. Contracting

I:' Applicable

3. Leasing

Applicable

Not applicable

Not applicable

I:' Not applicable

elas 0 1 ease ease

o cased ¢ eased teplg le  ale
a e essee assels assels date dale

a eg essy

Chongaing Iron & Steel 2021.01.01  2021.12.31

(Group) Co., Ltd.

Chongaing Iron & Steel
Company Limited

Equipment |

Significant Events (Continued)

Unit: RMB’000 Currency: RMB

ele aly ety ga
Re 1a hass ¢ ease ¢ easeg { @
G pay ol

Re aled pa iy
lasaelg 9 Qo ecled

g e g ealeg s p

146,018 Contract Impact on costs ~ No

and expenses

Description of leases

Not applicable
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Section VI Significant Events (Continued)

R e RE€eS R R R e e

() Guarantees

Applicable I:' Not applicable

Unit: RMB’000 Currency: RMB
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Nil

Total guarantees incurred during the Reporting Period (excluding those for subsidiaries) /

Total guarantee balance at the end of the Reporting Period (A) (excluding those for subsidiaries) |

aafeespo dedbyle@o payadiss bsda esloiss hsda es

Total amount of guarantees provided to subsidiaries during the Reporting Period 574,349

Total balance of guarantees for subsidiaries at the end of the Reporting Period (B) 225,125
olagaateespe dedbyleCo pay ¢ o glose o shsdaes

Total amount of guarantees (A + B) 225,125

Total amount of guarantees as a percentage of net assets of the Company (%) 1.01

Including:

Amount of guarantees provided to shareholders, de facto controllers and their related parties (C) /

Amount of debt guarantees directly or indirectly provided for guaranteed parties with [

gearing ratio over 70% (D)
Amount of total guarantee exceeding 50% of net assets (E)

Total amount of above three guarantees (C + D + E)

Descriptions on outstanding guarantee which may subject to joint liability The above-mentioned guarantee companies bear joint and several liabilities, and there is no event that causes the
Company to actually perform joint and several liabilities at present.
Description of guarantee As at the end of 2021, the Company provided two joint liability guarantees of RMB226,000,000 for Chongging Iron & Steel

Energy Environmental Protection Co., Ltd., a wholly-owned subsidiary of the Company, for a term from 1 January 2021
fo 27 September 2022. None of the above guaranteed loans was overdue during the Reporting Period, with no tendency
of contract performance and controllable risks.
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Section VI Significant Events (Continued)
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(I Entrusted cash assets management
1. Entrusted wealth management
(1)  Overview of entrusted wealth management
Applicable I:' Not applicable
Unit: RMB’000 Currency: RMB

o 1
ecd e

ista d g b1l el
baa ce ecg e ed

Fund trust Internal funds 600,000 600,000 -

Other information

I:' Applicable Not applicable

(2)  Single Entrusted Wealth Management

Applicable I:' Not applicable

Unit: RMB’000 Currency: RMB
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Huabao Trust ~ Trust 550,000 29 June 2021 25 June 2022 Internal Trust Principal - - - - Yes Yes -
Co,, Ltd funds products  and interest

repayment
Huabao Trust ~ Trust 50,000 28 December 2021 25 June 2022 Internal -~ Trust Principal - - - - Yes Yes -

Co., Ltd

funds products  and interest
repayment

Other information

I:' Applicable Not applicable
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Section VI Significant Events (Continued)
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(I Entrusted cash assets management (Continued)
1. Entrusted wealth management (Continued)
(83)  Provision for impairment of entrusted wealth management
I:' Applicable Not applicable
2. Entrusted loans
(1)  General information of entrusted loans

I:' Applicable Not applicable

Other information

D Applicable Not applicable

(2) Individual entrusted loans

I:' Applicable Not applicable

Other information

I:' Applicable Not applicable

(3) Provision for impairment of entrusted loans

I:' Applicable Not applicable

3. Other information

I:' Applicable Not applicable

(IV) Other material contracts

I:' Applicable Not applicable
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[v] Applicable [ ]Not applicable

(1)) Relevant disclosures made according to the Rules Governing the Listing of Securities on
the Hong Kong Stock Exchange

1. Compliance of Corporate Governance Code

To the best knowledge of the Board, the Company has complied with the requirements
of the Corporate Governance Code set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Hong Kong Stock Exchange (the “Listing Rules”) during the
Reporting Period, and no deviation from the code has been identified.

2. Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as
the code for dealing in securities of the Company by the Directors. All directors of the
Company confirmed upon specific enquiries that they had complied with the required
standards as set out in the Model Code for the year ended 31 December 2021.

3. Purchase, Sale and Redemption of Listed Shares of the Company

No purchase, sale and redemption of the listed securities of the Company during the
Reporting Period.

4. Major Acquisition and Disposal of Subsidiaries and Affiliates

No major acquisition and disposal of subsidiaries and affiliates of the Company
occurred during the Reporting Period.

&, Audit Committee

The Audit Committee of the Company consists of three independent nonexecutive

Directors and one non-executive Director. During the Reporting Period, the work of the

Audit Committee throughout the year was jointly completed by the members of the two

sessions. The eighth session of the Audit Committee of the Company consists of Mr. Xin

Qingqguan, Mr. Xu Yixiang, Mr. Wong Chunwa and Mr. Zhou Ping. Mr. Xin Qingquan is

the chairman of the Audit Committee. On 12 August 2021, the Board of the Company

conducted a re-election. The new membegsQfdthe ninth session of the Audit Committee
are Mr. Zhang Jinruo, Mr. Sheng Xuejun, Mr. Guo Jiebin and Mr. Zhou Ping. Mr. Zhang

Jinruo is the chairman of the Audit Committee.

The annual report of the Company for 2021 had been reviewed by the members of the
Audit Committee before being submitted to the Board for approval.
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(1)) Relevant disclosures made according to the Rules Governing the Listing of Securities on
the Hong Kong Stock Exchange (Continued)

6.

2021 Annual Report

Interests or Short Positions

As at 31 December 2021, the interests and short positions (including interests or
short positions which they were taken or deemed to have under relevant provisions
of the Securities and Futures Ordinance (“SFO”)) of the directors, supervisors and
senior management members in the shares or underlying shares or debentures of the
Company and any of its associated corporations (within the meaning of Part XV of the
SFO), which were required to be recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or which were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies contained in
the Rules Governing the Listing of Securities on the Stock Exchange, to be notified to
the Company and the Stock Exchange, were as follows:

e re lage
eCe pay ola be eve lagee o lolasae
sse ¢ aled o Saes {e@g pays caplagie
Copeale  @apacly leeslied s aevapla @¢ pa ys
(Shares) %) %)
Zhou Yaping  the Company  Employee Beneficial 487,300 0.0058 0.0054  Ashare
Supervisor interest (Long position)
Zhang Liquan the Company  Employee Beneficial 1,020,000 0.0121 0.0114  Ashare
Supervisor interest (Long position)
Yao Xiaohu  the Company  Senior Vice  Beneficial 509,900 0.0061 0.0057 A share
President interest (Long position)

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Articles of Association and the
relevant laws of the People’s Republic of China which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

Public Float of H Shares

As at the date hereof, to the best knowledge of the directors, the Company has
maintained sufficient public float as required by the Listing Rules of the Stock Exchange.
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(n Relevant disclosures made according to the Rules Governing the Listing of Securities on
the Hong Kong Stock Exchange (Continued)

9. Marketability Market Value

Based on the available information to the Company, as at 31 December 2021, the
circulating market capitalization of H Shares of the Company circulating H Share capital
x closing price of H Shares (HK$1.28) was approximately HK$689 million and the
circulating market capitalization of A Shares of the Company (circulating A Share capital
x closing price of A Shares (RMB2.09) was approximately RMB17.515 billion.

10.  Final Dividend

The Company’s profit distribution policies are set out in detail in the Articles of
Association, which provides the principles, forms and conditions of distribution, the
justification procedures for distribution scheme and decision-making mechanism, as
well as policy adjustments. When determining profit distribution (including dividend
payment) and distribution proportion, the Company will follow several major principles
including the continuity and stability of profit distribution policies, paying full attention to
the reasonable investment return for investors, and considering the long-term interests
of the Company, sustainable development and the interests of all shareholders as a
whole, and the Board will prepare the proposal for profit distribution according to the
operating situations and development of the Company, then submit it to the general
meetings for approval. Please refer to the profit distribution policies set out in the
Articles of Association for more details.

The Company does not have any predetermined dividend distribution proportion or
dividend distribution ratio, and the distribution and the amount of dividend will be
determined by the Board’s discretion as aforesaid.

According to the auditing by Ernst & Young Hua Ming LLP, the net profit attributable
to shareholders of the Company for 2021 amounted to RMB2,173 million, and the
unappropriated profit as at the end of 2021 amounted to RMB-6.613 billion. As the
Company recorded a negative unappropriated profit as at the end of 2021, the Board
suggested not to make profit distribution or transfer capital reserve to share capital in

2021 pursuant to Article 250 of the Article g0l ASS0Ci a0 ———————
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(1)  Related party transactions

1.

2021 Annual Report

2020-2021 continuing related party transaction

In order to ensure the stable and continuous running of the production and operation
of the Company, on 25 August 2020, the Resolution in relation to the Entering into of
the Service and Supply Agreement between the Company and China Baowu and the
Continuing Related Party Transaction (including the Proposed Cap thereunder) was
considered and approved at the 26th meeting of the eighth session of the Board of the
Company, pursuant to which, the Company was approved to enter into the Service and
Supply Agreement (the “Original Agreement”) with China Baowu, and the total amount
of services and/or materials provided by the Company and its subsidiaries (the “Group”)
to China Baowu and its subsidiaries (“China Baowu Group”) and the total amount
of services and/or materials provided by China Baowu Group to the Group shall not
exceed RMB966,710,000 and RMB7,211,620,000, respectively, for the period from the
effective date of the Original Agreement to 31 March 2021. For details, please refer to
the Announcement on Continuing Related Party Transaction (2020-047) disclosed by
the Company on 26 August 2020.

On 20 November 2020, the Company entered into the Services and Supply Agreement
with China Baowu. For details, please refer to the Announcement on the Progress of
Continuing Related Party Transactions (Announcement No.: 2020-058) disclosed by the
Company on 21 November 2020.

In view of the enlarged production scale of the Company and the increase of China
Baowu's demand, the Company intends to enter into the Supplemental Service and
Supply Agreement with China Baowu, which agreed that the item “pig iron” shall be
added to the products sold by the Group to China Baowu Group, and the total amount
from provision of services and/or materials by the Group to China Baowu Group shall
not exceed RMB2,537,100,000 for the period from the effective date of the Original
Agreement to 31 March 2021. Except for the changes aforesaid, other terms under
the Original Agreement remain unchanged. On 29 January 2021, the Resolution in
relation to the Entering into of the Service and Supply Agreement and its Supplemental
Agreement between the Company and China Baowu and the Continuing Related Party
Transaction (including the Proposed Cap thereunder) was considered and approved at
the 33rd Meeting of the eighth session of the Board of the Company, and on the same
day, the Company entered into the Supplemental Service and Supply Agreement with
China Baowu. For details, please refer to the Announcement on the Progress of the
Continuing Related Party Transactions (Announcement No.: 2021-008) disclosed by the
Company on 30 January 2021.

The above-mentioned related party transactions were considered and approved at the
2021 first extraordinary general meeting of the Company held on 10 March 2021.
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(I Related party transactions (Continued)
2. 2021-2023 continuing related party transaction

In order to ensure the stable and continuous running of production and operation of
the Company, on 19 March 2021, the Resolution in relation to the Service and Supply
Agreement for the Period from 2021 to 2023 and the continuing connected transactions
(Including the annual caps) entered into between the Company and China Baowu
was approved by voting at the 35th meeting of the eighth session of the Board of the
Company, pursuant to which, the Company was approved to enter into the Service
and Supply Agreement (the “Agreement”) with China Baowu. The Company and its
subsidiaries (the “Group”) shall provide China Baowu and its subsidiaries (“China
Baowu Group”) with products in an aggregate amount of not exceeding RMB49,741
million for the period from 1 April 2021 to 31 December 2023, while China Baowu Group
shall provide the Group with products, materials and services in an aggregate amount of
not exceeding RMB87,990 million for the period from 1 April 2021 to 31 December 2023.
For details, please refer to the Announcement on 2021-2023 Continuing Connected
Transactions (Announcement No.: 2021-021) disclosed by the Company on 20 March
2021.

On 1 April 2021, the Company entered into the Service and Supply Agreement with
China Baowu for a period from 1 April 2021 to 31 December 2023. The aforesaid
connected transactions were considered and approved at the 2020 annual general
meeting of the Company held on 29 June 2021.

& Financial service agreement and connected transaction

In order to optimize financial management, improve the efficiency of capital utilization
and reduce financing costs, the Company intended to cooperate with Baowu Finance
Company in financial business based on the principles of legal compliance, equality and
voluntariness, controllable risk and mutual benefit, and Baowu Group Finance Co., Ltd.
(“Baowu Finance Company”) would provide relevant financial services to the Company
and enter into the Financial Service Agreement with the Company. On 19 March 2021,
the Resolution in relation to the Financial Service Agreement and the Related Party
Transaction entered into between the Company and China Baowu was approved by

voting at the 35th meeting of the eighth sqsSioReRklEeE 0800 klEea00008 A ———

Chongging Iron & Steel Company Limited 163



16/

Section VI

e
€S

Significant Events (Continued)

S RS S )
Se

(I Related party transactions (Continued)

3.

2021 Annual Report

Financial service agreement and connected transaction (Continued)

The Financial Service Agreement provides for: (1) comprehensive credit services, with
a maximum daily credit limit of RMB2 billion provided to the Company; (2) deposit
service under the treasury management services, with a maximum daily balance limit
of RMB2 billion for deposit cash of deposit service provided to the Company; and (3)
treasury management services (other than the deposit service) and the other financial
services, with a maximum annual cap of the service charges for services provided
to the Company would be RMB1 million (other than acceptance charge, settlement
handling fee, handling fee for opening letter of credit and other fees charged by banks
on behalf).

On 1 April 2021, the Company entered into the Financial Service Agreement with
Baowu Finance Company for a service term from 1 April 2021 to 31 December 2023.
The aforesaid connected transaction was considered and approved at the 2020 annual
general meeting of the Company held on 29 June 2021.

Purchase of the assets of related party

On 16 November 2020, the Resolution on the Lease Renewal and the Final Purchase
of the Assets from Changshou Iron & Steel was considered and approved at the 28th
meeting of the eighth session of the Board and the 19th meeting of the eighth session
of the Supervisory Committee of the Company, pursuant to which the Company was
approved to enter into the Asset Lease Agreement with Chongging Changshou Iron &
Steel Company Limited (“Changshou Iron & Steel”). On the same date, the Company
entered into the Asset Lease Agreement with Changshou Iron & Steel, pursuant to which
the parties agreed to enter into a purchase agreement for the leased asset during the
lease term of the agreement or upon the expiry of the lease term of the agreement for
the Company to purchase the leased asset from Changshou Iron & Steel, at which time
the parties would confirm the purchase price with reference to the appraised value
of the leased asset. For details, please refer to the Announcement on the Related
Party Transaction in relation to the Lease Renewal and Final Purchase of Assets from
A Related Party (Announcement No.: 2020-055) disclosed by the Company on 17
November 2020.
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(I Related party transactions (Continued)
4. Purchase of the assets of related party (Continued)

On 11 June 2021, the Resolution on Related Party Transaction in relation to the
Purchase of the Assets from Changshou Iron & Steel was considered and approved at
the 39th meeting of the eighth session of the Board and the 26th meeting of the eighth
session of Supervisory Committee of the Company, pursuant to which, the Company
was approved to purchase pre-ironmaking assets from Changshou Iron & Steel. The
pre-ironmaking assets which the Company may purchase from Changshou Iron & Steel
will be used for the Company’s own production and operation, which is necessary for
the Company’s normal production and operation and can ensure the consistent and
stable production of the Company. For details, please refer to the Announcement on
the Connected Transaction in relation to the Purchase of Assets from a Related Party
(Announcement No.: 2021-044) disclosed by the Company on 12 June 2021.

On 23 June 2021, the Company entered into the Asset Purchase Agreement with
Changshou Iron & Steel in respect of the connected transaction in relation to the
purchase of pre-ironmaking assets. The aforesaid connected transaction was
considered and approved at the 2021 second extraordinary general meeting of the
Company held on 12 August 2021. At the same time, both parties have completed the
asset delivery.

o Ordinary related transactions

Based on the needs for production and operation, on 20 August 2021, the Resolution
on Related Party Transaction in relation to the Supply Agreement in 2021 and Related
Transaction Entered into by the Company and Sichuan Desheng was voted and
approved at the 1st meeting of the ninth session of the Board of the Company, agreeing
the Supply Agreement entered into by the Company and Sichuan Desheng, and
agreeing that the total amount of products/materials selling to Sichuan Desheng shall
not exceed RMB987 million during the period from 1 August 2021 to 31 December 2021.

On the same day, the Company and Sichuan Desheng entered into the Supply
Agreement. For details, please refer to the Announcement in relation to the Entering

of Supply Agreement and Related Partyaiasaibhoiulrbrinouhace i SO0 2lisl00.3
disclosed by the Company on 21 August 2021.

Chongging Iron & Steel Company Limited 165



Section VI Significant Events (Continued)

e S RS S )
esS S e

(I Related party transactions (Continued)
6. Formation of joint venture via capital injection

On 28 August 2021, the Resolution on Formation of Joint Venture and Related Party
Transaction between the Company and Baowu Environment was voted and approved
at the 2nd meeting of the ninth session of the Board of the Company, pursuant to which
the Company was approved to jointly contribute and establish a JV Company with
Baowu Group Environmental Resources Technology Co., Lid. (D 0O ODOOOOODOO
000) (“Baowu Environment”), of which the Company’s proportion of shareholding is
49%, contributing RMB49 million, while Baowu Environment’s proportion of shareholding
is 51%, contributing RMB51 million. After the establishment of JV Company, it will
undertake the relevant solid waste business of the Company, such as steel water
slag, steel slag and dust sludge in an orderly manner. For details, please refer to the
Announcement in relation to the Related Transaction on the Formation of Joint Venture
via Capital Injection (Announcement No.: 2021-067) disclosed by the Company on 30
August 2021.

On 1 November 2021, the Company has entered into the JV Contract with Baowu
Environment.

7. Related investment

On 21 December 2021, the Resolution on Formation of Joint Venture and Related Party
Transaction between the Company and Baosteel Resources Holdings (Shanghai) Co.,
Ltd. was voted and approved at the 6th meeting of the ninth session of the Board of
the Company, pursuant to which the Company was approved to jointly contribute and
establish a JV Company with Baosteel Resources Holdings (Shanghai) Co., Ltd. (O O
00DMmMmOOmoon) (“Baosteel Resources”). The proposed registered capital of
the JV Company is RMB180 million, of which the Company’s proportion of shareholding
is 19%, contributing RMB34.2 million, while Baosteel Resources’ proportion of
shareholding is 81%, contributing RMB145.8 million After the establishment of JV
Company, it will conduct iron ore blending processing business in Majishan. For details,
please refer to the Announcement in relation to the Related Investment (Announcement
No.: 2021-076) disclosed by the Company on 22 December 2021.

On 5 January 2021, the Company has entered into the JV Contract with Baosteel
Resources.
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()  Release of Share Pledge

On 12 January 2018, the Company received a notice from Changshou Iron & Steel that
Changshou Iron & Steel had pledged the 2,096,981,600 unrestricted tradable shares of the
Company held by it to China Development Bank Corporation (“CDB”), with Changshou Iron &
Steel as the pledger and CDB as the pledgee. The date of registration of the pledge was 11
January 2018.

On 30 March 2021, the Company received from China Securities Depository and Clearing
Corporation Limited the Notice on Registration of the Release of Pledged Securities 00 0 0 O
00 0000D0O), which stated that the registration of the pledge of 2,096,981,600 unrestricted
tradable shares to CDB by the Company has been discharged. The time of pledge release
was 24 March 2021. The number of accumulative pledged shares of the Company was 0O after
Changshou Iron & Steel released the aforesaid share pledge. For details, please refer to the
Announcement on Release of Share Pledge (Announcement No.: 2021-023) disclosed by the
Company on 31 March 2021.

(IV) Provision of guarantee in favour of a subsidiary

To cope with its business development needs, Chongging Iron & Steel Energy Environmental
Protection Company Limited (00000000 O0O0OO) ("Chongging Iron & Steel Energy”)
borrowed RMB505 million as a long-term loan from China Construction Bank Changshou Sub-
branch (DO OO0OO0OO0OO0ODO) (“China Construction Bank”) in 2017, and RMB200 million and
RMB500 million in the form of finance lease from Chongging Xinyu Financial Leasing Co., Ltd.
(“Xinyu Financial Leasing”) and Cinda Financial Leasing Co., Ltd. (“*Cinda Financial Leasing”),
respectively, in 2019. As of 15 December 2020, the balance of the above loans were RMB116
million, RMB117 million and RMB342 million, respectively. Prior to the acquisition by the
Company of the equity interest in Chongging Iron & Steel Energy, Chongging Qianxin Energy
Environmental Protection Company Limited (“Qianxin Energy”) was the controlling shareholder
of Chongqging Iron & Steel Energy and provided guarantee for the three loans, in the total
amount of RMB575 million, made to Chongqging Iron & Steel Energy.

In view of Point 2 of Clause 5 under the Equity Transaction Contract entered into between the
Company and Qianxin Group in 15 July 2020, which sets out that “Both parties agree that,
from the date of this Contract, Qianxin Group shall no longer be liable for the guarantee on the
liabilities of Chongging Iron & Steel Energy, which shall be the responsibility of the Company
accordingly”, the 31st meeting of the eighth session of the Board of the Company was held
on 30 December 2020, at which the Resolution in Relation to the Provision of Guarantee to
Chongging Iron & Steel Energy Environmental itseieeiions@enpanyssinietawasseensite e mmmm—
and passed, pursuant to which, the Company was authorized to provide the guarantee in
favour of Chongqging Iron & Steel Energy, with the amount of the guarantee being RMB575
million and the term of the guarantee from 1 January 2021 to 27 September 2022. For details,
please refer to the Announcement on the Provision of Guarantee in Favour of a Subsidiary
(Announcement No.: 2020-068) disclosed by the Company on 31 December 2020.

Chongging Iron & Steel Company Limited 16 Y
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Provision of guarantee in favour of a subsidiary (Continued)

As of 29 April 2021, the Company has entered into relevant guarantee or agreement with
China Construction Bank, Xinyu Financial Leasing and Cinda Financial Leasing. For details,
please refer to the Announcement on the Progress of the Provision of Guarantee in Favour of a
Subsidiary (Announcement No.: 2021-034) disclosed by the Company on 30 April 2021.

As of 31 December 2021, the above balance of the guarantee amount was RMB226 million.
Changes in equity of shareholders

On 23 September 2021, the Company received the Notice on Change in De Facto Controller’s
Equity O 0ODDOO0OOOOODOOOOOO) from China Baowu, the de facto controller, and
was informed that on 22 September 2021, China Baowu acquired, by way of block trading,
129,815,901 shares of the Company, which were held by Chongqging Huanya Building
Materials Co., Ltd. (00O DO 00O OO O) and accounted for 1.46% of the total share capital
of the Company, at a transaction price of RMB2.62 per share.

Prior to the change in equity, China Baowu, as the de facto controller of the Company,
indirectly controlled 2,096,981,600 shares of the Company, accounting for 23.51% of the total
share capital of the Company, through directly holding 40% equity interest in Changshou
Iron & Steel and obtaining control over Changshou Iron & Steel by entering into an acting
in concert agreement with Strategic Emerging Investment Fund. Upon the change in equity,
China Baowu will control a total of 2,226,797,501 shares of the Company, accounting for
24.97% of the total share capital of the Company, of which China Baowu will directly hold 1.46%
and indirectly control 23.51%.

Disposal of remaining shares for debt settlement

According to the provisions of the Reorganisation Plan regarding the withdrawal and disposal
of debt repayment funds and shares for debt settlement, after the expiry of three years from
the announcement of the completion of the implementation of the Reorganisation Plan, the
Company is required to comprehensively sort out the specific situation of the repayment of
various types of debt funds and the receiving of shares involved in the reorganisation, and the
remaining funds will be used to replenish the Company’s liquidity; a disposal proposal will be
made for the remaining shares in the temporary securities account.

2021 Annual Report
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Disposal of remaining shares for debt settlement (Continued)

On 21 December 2021, the Resolution regarding the Disposal of the Remaining Shares
for Debt Settlement in the Temporary Securities Account of Chongging Iron & Steel was
considered and approved at the 6th meeting of the ninth session of the Board of the Company,
the matters of which are set out below:

1. In accordance with the provisions of the Reorganisation Plan and the debt-servicing
shares that are reserved for settlement, it is agreed that:

(1) The above remaining 55,539,560 debt-servicing shares are intended to be
disposed of by way of open tender offer at a price not lower than the average
closing price of the share during the 20 trading days prior to the date of the
announcement of the resolution of the board of directors, on a “highest bidder
first” basis, for the announcement period of 15 days. The cash proceeds from the
tender offer will be used to replenish the Company’s liquidity.

(2)  The remaining portion, if any, after repayment with the 6,510,100 shares that have
been reserved, will be disposed of through the above mentioned open tender
offer.

2. The management is authorised to formulate and announce the public tender offer
proposal after the approval of this resolution upon consideration at the general meeting,
organise on-site public bidding activities, identify the transferee according to the
principle of highest bidder first and enter into the Sales Confirmation Letter with the
transferee. In the event that the bidding is aborted, the management has the right to
adjust the price limit and the announcement period according to the actual situation,
re-publish an announcement and organise the public bidding transaction. In order to
ensure the openness and transparency of the bidding activities, the Company may
entrust a notary to supervise the bidding activities on site. After the confirmation of the
transaction, the Company will request the FIPCC to transfer the shares to the transferee.

The above matters have yet to be submitted to the general meeting of the Company for
consideration. Subject to the consideration and approval at the general meeting, the

Company will formulate the public tender offer proposal as soon as possible, and fulfill its

information disclosure obligations in a timely mapRe sttt com o ce Wi e o oy A
laws and regulations and the requirements of the Listing Rules. For details, please refer to the
Announcement of Disposal of Remaining Shares for Debt Settlement through Open Tender

Offer (Announcement No.: 2021-077) disclosed by the Company on 22 December 2021.
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Statements of movement of shares

There was no change in the total number of shares and the share capital structure of the
Company during the Reporting Period.

Explanation on movement of shares
[] Applicable Not applicable

Impact on financial indicators such as earnings per share and net assets per share from
change in shares within the latest year and latest period (if applicable)

[] Applicable Not applicable

Other information considered necessary by the Company or required by regulators to be
disclosed

L]



Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

R e RS S R RS e e R RS

N Number of shareholders

Total number of ordinary shareholders as at the end of the Reporting Period 198,620
Total number of ordinary shareholders on the close of the end of month

before the disclosure of the Annual Report 192,693
Total number of holders of preference shares with restored voting rights as

at the end of the Reporting Period 0
Total number of holders of preference shares with restored voting rights on

the close of the end of month before the disclosure of Annual Report 0

(I)  Table of shareholdings of the top ten shareholders and the top ten shareholders holding
circulating shares (shares not subject to trading moratorium) as at the end of the Reporting
Period

Unit: share
Shareholdings of the Top Ten Shareholders

¢ ease be o
ecease saes edas
le alleedy
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Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

R e RS S R RS e e R RS

(I Table of shareholdings of the top ten shareholders and the top ten shareholders holding
circulating shares (shares not subject to trading moratorium) as at the end of the Reporting
Period (Continued)

Shareholdings of Top Ten Shareholders without Trading Limitations

Saeeod gse ypea d be ¢ s aes
tadabes aes

Lellad g
a egsae gde lale s

Chongging Changshou Iron & Steel Company Limited 2,096,981,600 RMB denominated 2,096,981,600
ordinary shares

HKSCC NOMINEES LIMITED 532,223,221  Overseas listed 532,223,221
foreign shares

Chongging Qianxin Group Co., Ltd. 427,195,760  RMB denominated 427,195,760
ordinary shares

Chongging Rural Commercial Bank Co., Ltd. 289,268,939  RMB denominated 289,268,939
ordinary shares

Chongaing Guochuang Investment and Management Co., Ltd. 278,288,059  RMB denominated 278,288,059
ordinary shares

Bank of Chongging Co., Ltd. 226,042,920  RMB denominated 226,042,920
ordinary shares

Industrial Bank Co., Ltd. Chongging Branch 219,633,096  RMB denominated 219,633,096
ordinary shares

Agricultural Bank of China Limited Chongging Branch 216,403,628 RMB denominated 216,403,628
ordinary shares

China Shipbuilding Industry Complete Logistics Co., Ltd. 211,461,370  RMB denominated 211,461,370
ordinary shares

Bank of Communications, Co., Ltd. Chongging Branch 140,760,305 RMB denominated 140,760,305

ordinary shares

Description of accounts designated for N/A
share repurchase among the top ten
shareholders

Description of the entrusting/being N/A

entrusted voting rights or waiving voting
rights of the above shareholders

1 'y 2021 Annual Report



Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

R e RS S R RS e e R RS
e

(I Table of shareholdings of the top ten shareholders and the top ten shareholders holding
circulating shares (shares not subject to trading moratorium) as at the end of the Reporting
Period (Continued)

The above shareholders’ connected There is no connection between Chongging
relationship or concerted action Changshou Iron & Steel Company Limited,
the controlling shareholder of the Company,
and the other 9 shareholders, nor are they
persons acting in concert regulated in
Measures for Management on Information
Disclosure of Changes in Shareholdings
of Listed Companies’ Shareholders. The
Company is not aware of any connected
relationship among the other 9 shareholders
or whether they are acting in concert.

Preferred shareholders with restored voting  N/A
rights and their shareholding

Shareholdings and Trading Limitations of Top Ten Shareholders with Trading Limitations

[] Applicable Not applicable

(1 Strategic investors or ordinary legal persons who became top ten shareholders due to
placing of new shares

[] Applicable Not applicable

Chongging Iron & Steel Company Limited

13



1%

Section VI

Movement of Shares and the Particulars

of Shareholders (Continued)

S R R e e R R

N Controlling Shareholder

2021 Annual Report

Legal person

Applicable  [_] Not applicable

Name Chongging Changshou Iron & Steel Company
Limited

Principal or legal representative Li Shiping

Date of incorporation 12 October 2017

Principal operations Permitted items: terminal operation; import and

export of goods and technology (Projects
subject to approval of relevant departments in
accordance with the laws shall be approved by
the relevant departments before being carried
out, and specific operation projects are subject
to approvals or permits from the relevant
departments).

General items: engaged in technology
development, technology transfer, technical
services and technical management
consultation in the fields of steel, metallurgical
mineral, coal, chemical engineering, electric
power and transportation; sale of steel raw
materials; warehousing service (excluding
storage of hazardous articles); leasing of
proprietary property and equipment; and
corporate management and consulting services
(Except for items that are subject to approval
in accordance with the laws, the business
activities shall be conducted independently with
the business licence(s) in accordance with the
laws)

Equity interests in other controlled Nil
and invested domestic and
foreign listed companies
during the Reporting Period

Other explanation Nil



Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

e R S R R e e R R
e

N Controlling Shareholder (Continued)
2 Natural persons
(] Applicable Not applicable
3 No special explanation regarding the controlling shareholder
[] Applicable Not applicable
4 Explanation of the change in controlling shareholders during the Reporting Period
[ ] Applicable Not applicable

O] The ownership and control relationship between the Company and its controlling
shareholder

Applicable  [_] Not applicable

Chongging Changshou Iron & Steel Company Limited

[
2351%
v

Chongaing Iron & Steel Company Limited
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Section VI

Movement of Shares and the Particulars
of Shareholders (Continued)

(1)  De facto controller

2021 Annual Report

Legal person

Applicable  [] Not applicable
Name

Principal or legal representative
Date of incorporation

Principal operations

Equity interests in other controlled
and invested domestic and
foreign listed companies
during the Reporting Period

Other explanation

China Baowu Steel Group Corporation Limited
Chen Derong
1 January 1992

Operating state-owned assets within the scope
authorized by the State Council, as well as
carrying out relevant state-owned capital
investment and operation. (Projects subject to
approval of relevant departments in accordance
with the laws shall be approved by the relevant
departments before being carried out)

As of 31 December 2021, China Baowu directly
or indirectly holds more than 5% of the equity
interest in other listed companies as follows:
62.29% equity interest in of Baoshan Iron & Steel
Co., Ltd., 50.50% equity interest in Shanghai
Baosight Software Co. Ltd., 55.91% equity
interest in Maanshan Iron & Steel Company
Limited, 50.02% equity interest in Xinjiang Bayi
Iron & Steel Co., Ltd., 53.05% equity interest
in SGIS Songshan Co., Ltd., 60.52% equity
interest in Shanghai Baosteel Packaging Co.,
Ltd., 63.31% equity interest in Shanxi Taigang
Stainless Steel Co., Ltd., 21.60% equity interest
in Tibet Mineral Development Co., Ltd., 16.28%
equity interest in Da Ming International Holdings
Limited, 11.75% equity interest in Beijing
Shougang Co., Ltd., 14.06% equity interest
in China Pacific Insurance (Group) Co., Ltd.,
14.00% equity interest in Nanjing Yunhai Special
Metals Co., Ltd., 12.09% equity interest in New
China Life Insurance Company Limited and
10.23% equity interest in Shanxi Securities Co.,
Ltd, 8.29% equity interest in Shanghai Rural
Commercial Bank Co., Ltd..

Nil



Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

e R S R R e e R R
e

(I1)  De facto controller (Continued)

2 Natural persons
(] Applicable Not applicable

3 No special explanation regarding the de facto controller
[] Applicable Not applicable

4 Index and date of changes in de facto controller during the Reporting Period
[ ] Applicable Not applicable

) The ownership and control relationship between the Company and its de facto controller

Applicable  [_] Not applicable

Parties acting in concert

N
Chongging Strategic
China Baowu Steel Emerging Industry Sichuan Desheng
Group Corporation Equity Investment Fund Group Vanadium &
Limited Partnership Titanium Co., Ltd

(Limited Partnership)

40% 25% 35.00%

Y

Chongging Changshou
Iron & Steel Company

Limited
23.51%
o Chongaing
1.46% N Iron & Steel
Company Limited
6 Control of the Company by the de facto controller by way of trust or other means of asset
management

[ ] Applicable Not applicable

Chongging Iron & Steel Company Limited 1 Yy
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Section VII Movement of Shares and the Particulars
of Shareholders (Continued)

(n

Other explanation regarding the controlling shareholder and the de facto controller
Applicable [ ] Not applicable

On 23 September 2021, the Company received the Notice on Change in De Facto Controller’s
Equity O 0OD0ODOOOOODOOOOOO) from China Baowu, the de facto controller, and
was informed that on 22 September 2021, China Baowu acquired, by way of block trading,
129,815,901 shares of Chongging Iron & Steel, which were held by Chongqging Huanya
Building Materials Co., Ltd. (D00 O OO0 OO OO ) and accounted for 1.46% of the total share
capital of Chongqging Iron & Steel, at a transaction price of RMB2.62 per share.

Prior to the change in equity, China Baowu, as the de facto controller of Chongging Iron &
Steel, indirectly controlled 2,096,981,600 shares of the Company, accounting for 23.51%
of the total share capital of the Company, through directly holding 40% equity interest in
Changshou Iron & Steel and obtaining control over Changshou Iron & Steel by entering into an
acting in concert agreement with Strategic Emerging Fund. Upon the change in equity, China
Baowu will control a total of 2,226,797,501 shares of Changshou Iron & Steel, accounting for
24.97% of the total share capital of Changshou Iron & Steel, of which China Baowu will directly
hold 1.46% and indirectly control 23.51%.

ece R S RS
R S R R R R S S R R
e S RS S e e €eR
R R 84o e SS RS

[ ] Applicable Not applicable

140

Re R R S R RS S R
R

[ ] Applicable Not applicable

R e S R

[] Applicable Not applicable

R R R

[ ] Applicable Not applicable

2021 Annual Report



Section VIII Related Information of Preferred Shares

[ ] Applicable Not applicable
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Section IX Relevant Information on Bonds

e R R se
SR ) e

V] Applicable I Not applicable

N Corporate bonds

[ ]Applicable [V ] Not applicable

()  Company bonds

[ ]Applicable [V ]Not applicable

R RS S

(1) Debt financing instruments of non-financial enterprises in inter-bank bond market

[v] Applicable [ INot applicable

1. Basic information on debt financing instruments of non-financial enterprises

bbe aled Sle¢ ss a e e aa ey
ae tole dae daie be ds

The 2020 first tranche of 20 Chongaing Iron & 102000390 19 March 2020 19 March 2020 19March2020 517,788
medium-term notes (Type 1) Steel MTNOO1A
of Chongaing Iron & Steel
Company Limited

The 2020 first tranche of 20 Chongging Iron & 102000391 19 March 2020 19 March 2020 19 March2020 518,603
medium-term notes (Type 2~ SteelMTNOO1B
of Chongging Iron & Steel
Company Limited

le est
ale

464

o

13

Unit: RMB’000 Currency: RMB

elodop ¢pa
epay e fad feesl
pay et

Payment of interest every
year and prepayment of
principal on due date

Payment of interest every
year and prepayment of
principal on due date

National
interbank
bond market

National
interbank
bond market

gb ty
aageel

esles ad g

ay eras

N/A

N/A

Inter-bank bond No
market trading
mechanism

Inter-bank bond No
market trading
mechanism

Measures taken by the Company to respond to the risk of termination of bond listing for

trading

[_]Applicable [v]Not applicable

Overdue and outstanding bonds
[ ] Applicable [V]Not applicable
Notes on overdue debts

[_]Applicable [V]Not applicable
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Section IX Relevant Information on Bonds (Continued)

R se S e

) e R RS S e

Debt financing instruments of non-financial enterprises in inter-bank bond market
(Continued)

2.

Information on the trigger and implementation of issuer or investor option articles and
investor protection articles

[v] Applicable [ INot applicable

On 21 May 2019, Chongging Iron & Steel Company Limited (the “Company”) held the
2018 annual general meeting, at which the Proposal for the Grant of General Mandate
to the Board of Directors to Issue Debt Financing Instruments was considered and
approved. The Company was approved to apply to the National Association of Financial
Market Institutional Investors (the “NAFMII”) for new registration and issuance of debt
financing instruments of non-financial enterprises in the inter-bank market (the “Debt
Financing Instruments”), including but not limited to medium-term notes and short-
term financing bonds, etc. For relevant details, please refer to the Announcement of
Resolutions Passed at the 8th Meeting of the Eighth Session of the Board (Announcement
No.: 2019- 006), the Announcement on Grant of General Mandate to the Board to Issue
Debt Financing Instruments (Announcement No.: 2019-009) disclosed by the Company
on 29 March 2019 and the Announcement of Resolutions Passed at the 2018 Annual
General Meeting, 2019 First Class Meeting of A Shareholders and 2019 First Class
Meeting of H Shareholders (Announcement No.: 2019-017) disclosed on 22 May 2019.

On 2 March 2020, the Company has received the Notice of Acceptance of
Registration (Zhong Shi Xie Zhu [2020] No. MTN106) issued by the NAFMII stating
that the registration of medium-term notes of the Company has been accepted. The
registered amount was RMB1 billion and such registered amount will be effective for
2 years commencing from the date of issue of the notice. For details, please refer
to the Announcement on the Acceptance of Registration of Medium-Term Notes
(Announcement No.: 2020-004) disclosed by the Company on 3 March 2020.

From 17 to 18 March 2020, the Company issued the 2020 first tranche of medium-
term notes with a principal amount of RMB1 billion and the proceeds raised were fully
received on 19 March 2020. For details, please refer to the Announcement on the
Issuance Results of 2020 First Tranche of Medium-Term Notes (Announcement No.:
2020-008) disclosed by the Company on 20 March 2020.

Chongging Iron & Steel Company Limited
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Section IX Relevant Information on Bonds (Continued)

S

se S e
e RRS S e

(1)  Debt financing instruments of non-financial enterprises in inter-bank bond market
(Continued)

2.

2021 Annual Report

Information on the trigger and implementation of issuer or investor option articles and
investor protection articles (Continued)

According to the requirement on the investors’ option to sell back contained in the
Prospectus of the 2020 First Tranche of Medium-Term Notes of Chongging Iron & Steel
Company Limited, the sell back was registered for the 2020 first tranche of medium-
term notes (Type 1) of the Company (bond abbreviation: 20 Chongqing Iron & Steel
MTNOO1A; bond code: 102000390.I1B) from 29 January 2022 to 18 February 2022, the
sell back result is now presented as follows:

(1)  Basic information and adjustment to interest rate of debt financing instruments for
the period

1)

2)

Issuer: Chongging Iron & Steel Company Limited

Name of the bonds: the 2020 First Tranche of Medium-Term Notes (Type 1)
of Chongging Iron & Steel Company Limited

Bond abbreviation: 20 Chongging Iron & Steel MTNOO1A
Bond code: 102000390.1B
Issuance size: RMB500 million

Maturity: for a period of 2 + 1 year, with the issuer’s option to adjust the
coupon rate and the investors’ option to sell back at the end of the second
year

Coupon rate: 4.64%, the coupon rate will remain unchanged in the first
two years during the duration period of the medium-term notes. At the end
of the second year of the term of the medium-term notes, the issuer may
choose to adjust the coupon rate, and the coupon rate for the next year will
be the adjusted coupon rate, which will remain unchanged within the first
year after the duration period of the medium-term notes.

Value date: The interest of the medium-term notes accrues from 19 March
2020.
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Section IX Relevant Information on Bonds (Continued)
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Debt financing instruments of non-financial enterprises in inter-bank bond market

(Continued)

2.

Information on the trigger and implementation of issuer or investor option articles and
investor protection articles (Continued)

(1)

Basic information and adjustment to interest rate of debt financing instruments for
the period (Continued)

9)

10)

11)

Interest payment date: 19 March of each year during the duration period
shall be the interest payment date. If the investors exercise the option to
sell back the medium-term notes, the interest payment date for the sale
back of part of the medium-term notes shall be 19 March 2022. In case of
statutory holidays or rest days, it shall be postponed to the first working
day thereafter.

Payment date: 19 March 2023, if the investors exercise the option to sell
back the bonds, the payment date of the principal of the sale back of part
of the directional debt financing instruments will be 19 March 2022 (if it falls
on a statutory holiday or rest day, it will be postponed to the first working
day thereafter, during which no interest will be accrued).

Adjustment to the interest rate: At the end of the second year of the
duration period of the medium-term notes, the issuer shall exercise the
option to adjust the coupon rate, and the coupon rate of the medium-term
notes shall be adjusted to 2.60% within 1 year after the duration period (from
19 March 2022 to 19 March 2023).

Results of sale back of medium-term notes

1)

Announcement date of adjustment of coupon rate by the issuer: 29 January
2022

Sale back declaration date: 29 January 2022 to 18 February 2022
Sale back price (RMB/par value in hundred): RMB100

Sale back exercise date: 19 March 2022 (if it falls on a statutory holiday, it
shall be postponed to the first working day thereafter)

Chongging Iron & Steel Company Limited
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Section IX Relevant Information on Bonds (Continued)

e R R se S e
SR ) e R RS S e

(1)  Debt financing instruments of non-financial enterprises in inter-bank bond market
(Continued)

2. Information on the trigger and implementation of issuer or investor option articles and
investor protection articles (Continued)

(2)  Results of sale back of medium-term notes (Continued)
5) Total amount of sale back: RMB500 million
6) Outstanding sale back amount: RMBO
7) Amount of interest payable: RMB23.2 million
8) Total principal and interest payable: RMB523.2 million

On 21 March 2022, the Company completed the sale back and interest payment
of the “20 Chongging Iron & Steel MTNOO1A” medium-term notes.

3. Intermediaries providing services for bond issuance and duration business
aeeo Name of signing
le eday Office Address accountants Associates eep o ©

CITIC Securities 22/F, CITIC Securities Tower, Chen Xiaoxiang, Song Yilan, 010-60837524
Company Limited No. 48 Liangmagiao Road, Ai Wei Kou Zhibo,
Chaoyang District, Beijing Zhang Baole

Changes in the above intermediaries

[ ] Applicable [V]Not applicable
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Section IX Relevant Information on Bonds (Continued)
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Debt financing instruments of non-financial enterprises in inter-bank bond market

(Continued)

4. Use of Proceeds at the End of the Reporting Period

[v] Applicable

The 2020 first tranche of
medium-term notes (Type 1)
of Chongging Iron &

Steel Company Limited

the 2020 First Tranche of

Medium-term Notes (Type 2)

of Chongging Iron &

Steel Company Limited

[ INot applicable

olaa ¢ 1

o D eoteeds

500,000 500,000

500,000 500,000

o 1
1 sed

Unit: RMB’000 Currency: RMB

ele 1s
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— — Yes

— — Yes

Progress and operating efficiency of use of proceeds in construction projects

[_]Applicable

Not applicable

Change in use of proceeds from the above bonds during the Reporting Period

[_]Applicable
Other explanation

[ ] Applicable

Not applicable

Not applicable

Chongging Iron & Steel Company Limited
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Section IX Relevant Information on Bonds (Continued)

R se S e

) e R RS S e

(I Debt financing instruments of non-financial enterprises in inter-bank bond market
(Continued)

()

Information on the adjustment to credit rating results
[_]Applicable [v]Not applicable
Other explanation

[ ]Applicable [V ] Not applicable

Information on the implementation of and changes in guarantees, debt repayment plans
and other measures to ensure repayment during the Reporting Period and their impact

[_]Applicable [v]Not applicable
Other information on debt financing instruments of non-financial enterprises

[_]Applicable [v]Not applicable

(IV) Loss in consolidated statements of the Company for the Reporting Period exceeds 10% of
the net assets at the end of last year

[_]Applicable [v]Not applicable

(V) Maturity of interest-bearing debts other than bonds during the end of the Reporting Period

[_]Applicable [v]Not applicable

(V1) Impact on the rights and interests of bond investors due to violation of laws and
regulations, the Articles of Association, the management system for information disclosure
and the agreements or commitments in the bond prospectus during the Reporting Period

[ ]Applicable [V ]Not applicable

2021 Annual Report



Section IX Relevant Information on Bonds (Continued)
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(VII) Accounting data and financial indicators in the latest two years for the Company during the
end of the Reporting Period

[v] Applicable [ INot applicable

Unit: RMB’000 Currency: RMB

[ ]Applicable

¢ ease
de¢ ease
e aslyea

[ %]
Net profit after deducting 153 19% 491,082 399.55 An increase
nonrecurring profit or loss in profits
Current ratio 8 Y 0.97 -10.31 —
Quick Ratio 6 0.60 3¥33 —
Gearing Ratio (%) 1 96 49.84 Deceased by 1.88 —

percentage points
Debt-to-EBITDA ratio 3Y 0.14 164.29 Anincrease
in profits
Interest coverage (times) 5 eb 3.30 71.21 An increase
in profits
Cash interest coverage (times) 1 %6 5.94 111.45  Aniincrease in
net cash flow
EBITDA interest coverage (times) 8 1 6.23 28.57 An increase
in profits
Loan repayment ratio (%) 1 100.00 0.00 —
Interest payment ratio (%) 1 100.00 0.00 —

R € RS e R

Not applicable

Chongging Iron & Steel Company Limited
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Section X Financial Report

Year ended 31 December 2021

RSR R

Ernst & Young Hua Ming (2022) Shen Zi No. 61427602_DO01
Chongging Iron and Steel Company Limited

EY::

eles ae ogdese © 9 g0 g @ @ dSiee €9 pay led

We have audited the financial statements of Chongging Iron and Steel Company Limited, which
comprise the consolidated and company statement of financial position as at 31 December 2021,
and the consolidated and company income statement, the consolidated and company statements of
changes in equity and the statements of cash flows for 2021, and notes to the financial statements.

In our opinion, the accompanying financial statements of Chongqging Iron and Steel Company
Limited present fairly, in all material respects, the consolidated and company’s financial position
of Chongqing Iron and Steel Company Limited as at 31 December 2021, and the consolidated and
company’s financial performance and cash flows for 2021 in accordance with Accounting Standards
for Business Enterprises.

SS R

We conducted our audit in accordance with China Standards on Auditing. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of Chongging Iron and Steel Company Limited
in accordance with China Code of Ethics for Certified Public Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

RS

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. For each matter below, our description of
how our audit addressed the matter is provided in that context.

2021 Annual Report



Section X Financial Report (Continued)

Year ended 31 December 2021

RS €

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying financial statements.

eya di aile : o o A diaddessedl e eya di alle :

Chongging Iron & Steel Company Limited
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Section X Financial Report (Continued)

Year ended 31 December 2021
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Recognition of deferred tax assets

As of 31 December 2021, deferred tax assets The audit procedures including the following:
of RMB142,568,000 were recognized in the
consolidated financial statements regarding 1) Obtained the tax settlement report,

to deductible temporary differences and and checked the deductible temporary
deductible tax losses; deferred tax assets differences and deductible tax losses
of RMB121,492,000 were recognized in the acknowledged by the tax authority;
company financial statements regarding to
temporary differences and tax losses. 2) Reviewed the profit prediction in the future
approved by the management, compared
The management recognized the deferred the historical operating results, trend, and
tax assets regarding to deductible temporary future operating, investing and financing
differences and deductible tax losses to the plan, assessed the key data and assumption
extent that it is probable that future taxable adopted in the prediction of future taxable
profits will allow the deferred tax assets income, reviewed the adjustment between
to be recovered. Significant management predictable profit and future taxable income;

judgement is required to determine the
amount of deferred tax assets that can be 3) Assessed the tax situation and relative
recognized, based upon the likely timing assumption with tax experts’ assistance;
and level of future taxable profits.
4) Checked the disclosures in relation to
The amount of both recognized and deferred tax assets
unrecognized deferred tax assets are
significant, and the management needs to
apply significant estimation and judgement,
so we regarded the recognition of deferred
tax assets as a key audit matter.

Please refer to Note I11.26, Note 111.31, and
Note V.17 to the financial statements for
disclosures on the deferred tax assets.
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Section X Financial Report (Continued)

Year ended 31 December 2021

The management of Chongqing Iron and Steel Company Limited is responsible for the other
information. The other information comprises the information included in the annual report, other than
the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

R S S ) s e R
R e R e S S

The management of Chongqing Iron and Steel Company Limited is responsible for the preparation
and fair presentation of the financial statements in accordance with Accounting Standards for
Business Enterprises, and for designing, implementing and maintaining such internal control as the
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the management is responsible for assessing Chongqging
Iron and Steel Company Limited’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting, unless the
management either intends to liquidate Chongqging Iron and Steel Company Limited or to cease
operations or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Chongging Iron and Steel Company
Limited’s financial reporting process.

Chongging Iron & Steel Company Limited
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Section X Financial Report (Continued)

Year ended 31 December 2021

S

RSR S S S R e
S

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are generally
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with the auditing standards, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

(1)

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Chongqging Iron and
Steel Company Limited’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may cause Chongging Iron and Steel
Company Limited to cease to continue as a going concern.

Evaluate the overall presentation, including the disclosures, structure and content of
the financial statements, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within Chongging Iron and Steel Company Limited to express an opinion
on the financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

sl& ¢ g a 9 Chinese Certified Public Accountant: Ai Wei
(Engagement partner)

Chinese Certified Public Accountant: Liu Zhenhong

Beijing,
the People’s Republic of China 30 March 2022
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Consolidated Statement of Financial Position

Year ended 31 December 2021

31 ece be 31 December
ssels 1 2020
€ e {asseis
Cash and bank balances 611 61% 4,943,231
Including: Funds deposited to finance companies 19 113 949
Financial assets held for trading 6 —
Trade receivables §3 88% 35,041
Receivables financing 1536 Y 2,068,546
Prepayments §6 Y 534,516
Other receivables ) 9 18,013
Inventories 381 198 5,054,908
Other current assets 1 1 394,153
ela ¢ e 1assels 13 3% 66 13,048,408
e ¢ e lassels:
Long-term equity investments 58 16 79,494
Other equity investments § 5,000
Property, plant and equipment 1891 66 16,630,788
Construction in progress 11 %369 2,844,665
Right-of-use assets 518 318 4,095,211
Intangible assets 381 88 2,394,593
Goodwill 38 %% 295,407
Long-term prepaid expenses Y 299,730
Deferred tax assets 11 568 131,468
Other non-current assets 14 9 125,092
ela @ ¢ e lasseis 9 645 94 26,901,448
ela assels 4 995 9%¢ 39,949,856
€ el ab les
Short-term borrowings 69 ¢ 700,788
Notes payable 1 61138 1,272,291
Trade payables 156 V8% 2,652,728
Contract liabilities 18% 9% 2,554,165
Employee benefits payable 11 844 283,969
Taxes payable 16 231 9,177
Other payables Yy &1 1,567,618
Non-current liabilities due within one year 158 63% 4,056,471
Other current liabilities 81 36 332,041
ela ¢ el ab les 1§ 111 1 1 13,429,248

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Financial Position (Continued)

Year ended 31 December 2021

31 ece be 31 December
ssels 1 2020
e ¢+ el ab les:
Long-term borrowings 19 8 450,000
Bonds payable 198 131 995,150
Lease liabilities 1 813% 3,022,612
Long-term payables 31 99 1,352,264
Long-term employee benefits payable 144 9 Yy 179,557
Deferred income 569 3 35,902
Deferred tax liabilities 6 Y8 1,176
Other non-current liabilities 445,480
ela @ ¢ el ab tes § 936 6,482,141
ela ab 1les 6 % Y 19,911,389

S ae gde s eq ly:

Share capital 8918 6 8,918,602
Capital reserves 19 8 11 v 19,282,147
Less: Treasury shares 65,940
Special reserves 18 §93 22,184
Surplus reserves 6 6 991 606,991
Unappropriated profit 61%11 4 (8,725,517)
ela s ae gdes eq 1y 3% 9 20,038,467
ela ab lesa ds ae gde s eq ly 1 99% 9%¢ 39,949,856

The financial statements have been signed by:

Legal Representative: Chief accountant:

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited

Head of the accounting
department:

19%



196

Consolidated Income Statement

Year ended 31 December 2021

1 2020
Re e e 39 819 118 24,489,935
Less: Cost of sales 35 9% 388 22,658,292
Taxes and surcharges 1616 6 172,493
Distribution and selling expenses 81113 91,929
General and administrative expenses § 4§ 2 591,920
Research and development costs 118 & -
Finance expenses 38 Y1 132,514
Including: Interest expenses 186 3 271,072
Interest income 11 939 69,528
AddO Other income §8 98 196,430
Investment income 16 3143 6,803
Including: Share of profits and losses of joint
ventures and associates 8 133 -
Impairment losses on credit 19 § (23)
Impairment losses on assets 318 5% (364,917)
Gain on disposal of items of property, plant and
equipment 4 34 -
peal gpe i 161 534 681,080
Add: Non-operating income 119 69 Y 2,703
Less: Non-operating expenses 318 31 v 59,396
ela pe i 6 88/ 624,387
Less: Income tax expenses/(credit) 11§ 9 (14,092)
el ol % 393 638,479

The accompanying notes form an integral part of these financial statements
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Consolidated Income Statement (Continued)

Year ended 31 December 2021

oono 1 2020
ea deo by ¢@ 1 lye epe ale s
Net profit from continuing operations % 393 638,479
ea de¢ by aill b iabe 1ie esis
Net profit attributable to shareholders of the parent % 393 638,479
Non-controlling interests -
Other comprehensive income after tax -
ola ¢ pees e o e %¥ 393 638,479
Total comprehensive income attributable to
shareholders of the parent % 393 638,479
Total comprehensive income attributable to non-
controlling interests )
a gspe s ae
Basic earnings per share (RMB/share) 6 0.07
Diluted earnings per share (RMB/share) 6 0.07

The accompanying notes form an integral part of these financial statements

Chongging Iron & Steel Company Limited
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Consolidated Statement of Changes in Equity

Year ended 31 December 2021

Saempla

o5 ghaa rese lepered gyea

le
igpeese Speea

Gapla  ess feas y
ese es saes o e ese e

ola
appep aled  saegdes
05588 eq ly

ddope ghaa vesgter etiyea 8,918,602 19,262,147 65,940 - 2,184 606,991 (8,725517) 20,038,467
Cages Lee elye
(1) Total comprehensive income 1393 1393
() shareholders' contribution and decrease

In share capital

1. Amount decreased during the year o (L
(Il Special reserve

1. Amount established during the

year 38 3%

2. Amount utilized during the year 3 3

Cos gbaa re o | eyea 89186 1981y 18593 § 691 i1 39 9

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Changes in Equity (Continued)

Year ended 31 December 2021

2020

Other Total

Less: freasury ~ comprehensive Special Surplus Unappropriated ~ sharehalders'
Share capital  Capital reserves shares income 16Serves T6Serves losses equity

o5 ghaa tese L epered gyea
adope ghaaresgter elye 8,918,602 19,282,147 62,314 = 14,573 606,991 (9.36,996) 19,306,003

Cages Lee elye

(1) Total comprehensive income - - - - - - 638,479 638,479
(Il) shargholders' contribution and decrease

In share capital

1. Amount increased during the year - - 84,334 - - - - (84,334)

2. Amount decreased during the year - - (80,708) - - - - 80,708
() Special reserve

1. Amount established during the

year - - - - 29,564 - - 29,564

2. Amount utilized during the year - - - - (21,953) - - (21,953)

o5 ghaa te o | eyea 8,918,602 19,282,147 65,940 - 2,184 606,991 (8725517) 20,038,467

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Cash Flows

Year ended 31 December 2021

oon 15 20200

€as o s e epeal gasl les
Cash received from sale of goods and rendering of

services 39596 96 23,942,238
Receipts of taxes refunds 363 ¥ 19,761
Other cash received relating to operating activities 1% 63 387,232
Sub-total of cash inflows from operating activities 3998% 1 3 24,349 231
Cash paid for purchase of goods and services 318388 Y 20,923,245
Cash paid to and on behalf of employees 149 4 4 1,206,760
Cash paid for all types of taxes 61 989 605,904
Other cash paid relating to operating activities 4 34§ 275,557
Sub-total of cash outflows from operating activities 313636 Y 23,011,466

elcas o s o epeal gasl tles $6 1131 1,337,765

€as o S o est gadl les
Cash received from disposal of investments 433,000
Cash received from return on investments 1 9 6,803
Proceeds from disposal of items of property, plant

and equipment % Y -
Other cash received relating to investing activities 6 § -
Sub-total of cash inflows from investing activities 69 598 439,803
Cash paid for acquisition of property plant and

equipment, intangible assets and other long-term

assets 18913 § 223,158
Cash paid for acquisition of investments 6 84,236
Net cash payments for acquisition of subsidiaries

and other business units 114 361 843,522
Sub-total of cash outflows from investing activities 56 5686 1,150,916

elcas ¢ s o esl gael tles §536 88 (RIS N8)

2021 Annual Report
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Consolidated Statement of Cash Flows (Continued)

Year ended 31 December 2021
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Statement of Financial Position of the Parent Company

Year ended 31 December 2021

31 ece be 31 December
ssels 1 2020
€ e lassels
Cash and bank balances 611 &% 1 4,925,021
Including: Cash in other financial institutions 19 113 949
Financial assets held for trading 6 -
Trade receivables 69 1 39,503
Receivables financing 1536 Y1 2,062,046
Prepayments 8336 8§ 516,190
Other receivables 18 813 17,181
Inventories 3815 186 5,015,067
Other current assets 98 &1 383,123
ela ¢ e 1assels 13541458 § 12,958,131
e ¢ e lassels:
Long-term equity investments 1 § a1g 917,104
Other equity investments 1y 5,000
Property, plant and equipment 91 3 15,705,686
Construction in progress 11 % 96 2,844,665
Right-of-use assets 518 318 4,095,211
Intangible assets 3 YVY& 2,329,901
Long-term prepaid expenses Y 299,730
Deferred tax assets 1119 87,653
Other non-current assets 1 89 87,173
ela @ ¢ e lassels 9 Y9 26,372,123
ela assels 1 616 19% 39,330,254

The accompanying notes form an integral part of these financial statements
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Statement of Financial Position of the Parent Company (Continued)

Year ended 31 December 2021

31 ece be 31 December

ab lesa ds ae gde s eq 1y 1 2020
€ el ab tles:
Short-term borrowings 69 31 700,788
Notes payable 1 61138 1,256,400
Trade payables 16 § %1 2,692,577
Contract liabilities 185 9% 2,554,123
Employee benefits payable 1 84154 280,322
Taxes payable 13 915 6,822
Other payables 69 68 1,565,471
Non-current liabilities due within one year 1355 853 3,711,113
Other current liabilities 81 36 332,036
ela ¢ el ab les 15 § a2 13,099,652
e ¢ el ab les:
Long-term borrowings 19 8 450,000
Bonds payable 198 131 995,150
Lease liabilities 1 813% 3,022,612
Long-term payables 31 99 1,125,491
Long-term employee benefits payable 1414 9 Yy 179,557
Deferred income 569 3 35,902
Other non-current liabilities 445,480
ela @ ¢ el ab les § §1g 6,254,192
ela ab 1les 1 ¥%9 19,353,844
S ae gdes eq ly:

Share capital 8918 6 8,918,602
Capital reserves 19313 9 19,313,090
Less: Treasury shares 65,940
Special reserves 13 36% 19,398
Surplus reserves F vy 577,012
Unappropriated profit 6613 166 (8,785,752)
ela s ae gde s eq 1y 89 3 19,976,410
ela ab lesa ds ae gde s eq 1y 1 616 19% 39,330,254

The accompanying notes form an integral part of these financial statements
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Income Statement of the Parent Company

Year ended 31 December 2021

1 2020

Re e e 398 t11% 24,486,676
Less: Cost of sales 36 199 393 22,731,657
Taxes and surcharges 1§ 51 168,062
Distribution and selling expenses 81113 91,572
General and administrative expenses a vy 4 580,949
Research and development costs 118 ¢ -
Finance expenses 351 § 112,667
Including: Interest expenses 1689 9 251,069
Interest income 1 9 69,371
Add: Other income 11 886 175,565
Investment income 1 86% 6,791
Including: Share of profits and losses of joint
ventures and associates 8 133 -
Impairment losses on assets 318 5% (364,474)
Impairment losses on credit 19 3 v -
Gain on disposal of items of property, plant
and equipment A5 34 -
peal gpe 1 §31% v 619,651
Add: Non-operating income 149 18 2,697
Less: Non-operating expenses 63 618 59,396
ela pe i 138 991 562,952
Less: Income tax expenses/(credit) 33 §9% (19,462)
el ol 1 Y586 582,414
Including: Net profit from continuing operations 1 v586 582,414

le v pees e g eale la —

ola /g pees e o e 1 Y586 582,414

The accompanying notes form an integral part of these financial statements

A 2021 Annual Report



Statement of changes in Equity of the Parent Company

Year ended 31 December 2021

ess le ola

Sae @apla 1leas y v peese Spera S p s appepaled saeqdes
sapla ese es s aes ‘g & ese es ese es pel eq ly

Ces ghaa vesg l e

peed gyea a d

epe ghaa tesg le

¢ e lyea 89186 19313 9 % 9/ 19398 ¥ wvi 8 ¥ § 199 §M
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Statement of changes in Equity of the Parent Company (Continued)

Year ended 31 December 2021

Share
capital

Ces ghaa vesg l e
peced gyea a d
epe ghbaa tesg i e

¢ e lyea 8,918,602

Capital
reserves

19,313,090

Less:

treasury comprehensive

shares

62,314

Other
Special

income  reserves

= 14,573

Surplus
reserves

577,012

Total
shareholders'
equity

Unappropriated
profit

(9,368,166) 19,392,797

Cages tev el
yea
(I) Total comprehensive
income -
(I) shareholders’
contribution and
decrease in share
capital
1. Amount increased
during the year -
2. Amount decreased
during the year
(I1) Special reserves
1. Amount established
during the year -
2. Amount utilized
during the year -

84,334

(80,708)

= 25,908

- (21,083)

582,414 582,414

- (84,334)

80,708

25,908

- (21,083)

Ces ghaa e o

1 eyea 8,918,602

19,313,090

65,940

19,398

577,012

(8,785,752) 19,976,410

The accompanying notes form an integral part of these financial statements
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Statement of Cash Flows of the Parent Company

Year ended 31 December 2021

1 2020

€as o s e epeal gacl les
Cash received from sale of goods and rendering of

services 39%9 838 23,939,650
Receipts of taxes refunds 193 19 -
Other cash received relating to operating activities 15 §%3 384,574
Sub-total of cash inflows from operating activities 39 938 783 24,324,224
Cash paid for purchase of goods and services 3 81 % 21,174 171
Cash paid to and on behalf of employees 114 ¥4 1,190,067
Cash paid for all types of taxes §5¢ @81 581,329
Other cash paid relating to operating activities 14 9181 269,804
Sub-total of cash outflows from operating activities 3176 9 81 23,215,371

elcas o s e epeal gael ies § f93 1,108,853
€as o S o esl garl les
Cash received from disposal of investments 433,000
Cash received from return on investments 1 9 6,791
Proceeds from disposal of items of property, plant

and equipment W Y -
Disposal of a subsidiary 13 -
Other cash received relating to investing activities 6 § -
Sub-total of cash inflows from investing activities % 33 439,791

Cash paid for acquisition of property plant and
equipment, intangible assets and other long-

term assets 18913 223,078
Cash paid for investments 6 84,236
Net cash payments for acquisition of subsidiaries

and other business units 114 1 849,610
Sub-total of cash outflows from investing activities §6 % v 1,156,924

elras @ S o esi gasl tles § 53139 (717,133)

The accompanying notes form an integral part of these financial statements
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Statement of Cash Flows of the Parent Company (Continued)

Year ended 31 December 2021

1 2020

€@as o S o a¢ garl tes
Cash received from borrowings 4 ¢ 165 2,742,480
Other cash received relating to financing activities 1 %5 11 1,478,358
Sub-total of cash inflows from financing activities 6519 Y6 4,220,838
Cash repayments of borrowings 1 Y88 1,134,500
Cash paid for distribution of dividends or profits,
and for interest expenses 311 6% 185,858
Other cash paid relating to financing activities 18 818 194,051
Sub-total of cash outflows from financing activities §1 1963 1,514,409
elcas o s o a ¢ gael tles 11414 %3 2,706,429

eileg tages eeg e ¢ age alee
ras a dcras eq ae s -

el cease ¢as a deas eq ae is 111 @583 3,098,149
Add: Cash and cash equivalents at the beginning
of the year 1689 161 1,591,312

@as a dvcas eq ae isaliee do il e
yea 583 114 4,689,461

The accompanying notes form an integral part of these financial statements
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Notes to Financial Statements

Year ended 31 December 2021

se R e

According to the approval of Ti Gai Sheng Zi [1997] No. 127 issued by the State Commission
for Restructuring Economic Systems and the approval of Guo Zi Qi Fa [1997] No. 156 issued by
the State-owned Assets Administration Bureau, Chongqing Iron & Steel Company Limited (the
“Company”) was established as a limited liability company by Chongqging Iron & Steel (Group) Co.,
Ltd. (“CISG”) as the sole promoter. The Company was incorporated and registered with Chongging
Municipal Administration of Industry and Commerce on 11 August 1997, whose headquarter is
located in Changshou Economic Development Zone of Chongging. The Company holds the business
license with unified social credit code of 91500000202852965T, with the registered capital of
RMB8,918,602,000 and the sum of 8,918,602,000 shares with par value of RMB1 each, including
8,380,475,000 A shares without any restricted condition and 538,127,000 H shares. The Company’s
shares were listed in the Stock Exchange of Hong Kong Ltd. and listed in Shanghai Stock Exchange
on 17 October 1997 and 28 February 2007, respectively.

Pursuant to the reorganization plan, 2,096,981,600 shares of the Company held by CISG were
transferred to Chongging Changshou Iron and Steel Co., Ltd. (000000 OO0 O0O) (*Changshou
Iron & Steel”) on 27 December 2017, and the share transfer procedures were completed with China
Securities Depository and Clearing Corporation Limited. Subsequent to the completion of the share
transfer, Changshou Iron & Steel holds 2,096,981,600 shares of the Company, with a shareholding
percentage of 23.51%, and became the controlling shareholder of the Company. China Baowu Steel
Group Corporation Limited (000 O0O0O0OO0O0O0OO0O) (“Baowu Group”), the parent company of
Changshou Iron & Steel, acquired 129,815,901 ordinary shares of the Company in September 2021
with a shareholding percentage of 1.46%. As of 31 December 2021, Baowu Group and Changshou
Iron and Steel held a total of 2,226,797,501 ordinary shares of the Company, with a shareholding
percentage of 24.97%.

The Company and its subsidiaries (collectively the “Group”) are mainly engaged in the production,
processing and sale of steel plates, steel sections, wire rods, bar materials, billets and thin plates,
and in the production and sale of coking and coal chemical products, pig iron & grain slag, steel
slag, and steel scrap.

The financial statements were approved by the Board of Directors of the Company on 30 March
2022. In accordance with the Articles of Association of the Company, these financial statements will

be proposed to the general meeting for review.

The scope of consolidation of the consolidated financial statements is determined on the basis of
control, and refer to Note VI for the changes in this year.

Chongging Iron & Steel Company Limited



Notes to Financial Statements (Continued)

Year ended 31 December 2021

R R SS e S S

These financial statements have been prepared in accordance with the “Accounting Standards for
Business Enterprises — Basic Standards” promulgated by the Ministry of Finance of the People’s
Republic of China (the “MOF”) and the specific accounting standards, subsequent practice notes,
interpretations and other relevant regulations as subsequently announced and revised (collectively
“CAS”).

These financial statements are prepared on a going concern basis.

As at 31 December 2021, the Group’s current liabilities exceeded current assets by
RMB2,060,759,000. The management of the Company has comprehensively considered the funds
available obtained by the Group, including but not limited to, the unused bank facility of RMB6.246
billion obtained by the Group as of December 31, 2021, as well as the expected net cash inflow from
operating activities for the next twelve months,and believes that the Group has sufficient working
capital to continue as a going concern about the future, which is at least twelve months from the end
of the reporting period.. Therefore, the financial statements have been prepared on a going concern
basis.

Other than certain financial instruments, these financial statements have been prepared at historical

cost convention. If the assets are impaired, corresponding provisions for impairment shall be made
according to relevant provisions.

S e ece e S S )

The Group has determined the accounting policies and accounting estimates based on the
characteristics of the operation, especially those related to provision for bad debt of receivables,
inventory pricing method, depreciation of property, plant and equipment (“PPE”), and amortization of
intangible assets, etc.

1. Statement of compliance
These financial statements have been prepared in accordance with CAS, and present truly
and completely the financial position of the Group and the Company as at 31 December 2021
and the results of their operations and cash flows for the year ended 31 December 2021.

28 Accounting period

The accounting year of the Group is a calendar year, i.e., from 1 January to 31 December of
each year.

2021 Annual Report



Notes to Financial Statements (Continued)

Year ended 31 December 2021

e ece e S S se

Functional currency

The Group’s functional and presentation currency is Renminbi (“RMB”). The currency unit is
RMB Yuan and all values are rounded to the nearest thousand, unless otherwise stated.

Business combination

Business combinations are classified into business combinations involving entities under
common control and business combinations not involving entities under common control.

Business combination involving entities under common control

A business combination involving entities under common control is a business combination in
which all of the combining entities are ultimately controlled by the same party or parties both
before and after the combination, and that control is not transitory. In a business combination
involving entities under common control, the entity that, at the combination date, obtains
control of another combining entity is the absorbing party, while that other combining entity
is the entity being absorbed. The combination date is the date on which the absorbing entity
effectively obtains control on the entity being absorbed.

The assets and liabilities (including goodwill arising from the ultimate controlling party’s
acquisition of the entity being absorbed) that are obtained by the absorbing entity in a
business combination involving entities under common control shall be measured on the basis
of their carrying amounts in the financial statements of the ultimate controlling party at the
combination date. The difference between the carrying amount of the net assets obtained and
the carrying amount of the consideration paid for the combination paid for the combination
(or the aggregate face value of shares issued as consideration) shall be adjusted to capital
premium under capital reserve. If the capital premium is not sufficient to absorb the difference,
any excess shall be adjusted against retained earnings.

Business combination not involving entities under common control

A business combination not involving entities under common control is a business combination
in which all of the combining entities are not ultimately controlled by the same party or parties
both before and after the combination. In a business combination not involving entities under
common control, the entity that, on the acquisition date, obtains control of another combining
entity is the acquirer, while that other combining entity is the acquiree. The acquisition date is
the date on which the acquirer effectively obtains control of the acquiree.

Chongging Iron & Steel Company Limited
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

S e ece e S S se

4. Business combination
Business combination not involving entities under common control (Continued)

The acquirer shall measure the acquiree’s identifiable assets, liabilities and contingent
liabilities acquired in the business combination at their fair values on the acquisition date.

Goodwill is initially recognised and measured at cost, being the excess of the aggregate of the
fair value of the consideration transferred (or the fair value of the equity securities issued) and
any fair value of the Group’s previously held equity interest in the acquiree over the Group’s
interest in the fair value of the acquiree’s net identifiable assets. After initial recognition,
goodwill is measured at cost less any accumulated impairment losses. Where the aggregate
of the fair value of the consideration transferred (or the fair value of the equity securities issued)
and any fair value of the Group’s previously held equity interest in the acquiree is lower
than the Group’s interest in the fair value of the acquiree’s net identifiable assets, the Group
reassesses the measurement of the fair value of the acquiree’s identifiable assets, liabilities
and contingent liabilities and the fair value of the consideration transferred (or the fair value
of the equity securities issued), together with the fair value of the Group’s previously held
equity interest in the acquiree. If after that reassessment, the aggregate of the fair value of
the consideration transferred (or the fair value of the equity securities issued) and the Group’s
previously held equity interest in the acquiree is still lower than the Group’s interest in the fair
value of the acquiree’s net identifiable assets, the Group recognises the remaining difference
in profit or loss.

If the business combination is achieved in stages, the acquirer shall remeasure its previously
held equity interest in the acquiree at its acquisition—-date fair value and recognise the
resulting gain or loss in profit or loss. The changes in the value of its previously held equity
interest in the acquiree recognised in other comprehensive income shall be recognised on the
same basis as would be required if the acquiree had disposed directly of the related assets
or liabilities. The changes in equity interest shall be converted into profit or loss, with the
exception of profit or loss, other comprehensive income and retained profits

B Consolidated financial statements

The consolidation scope of consolidated financial statements is determined on the basis
of control, including the financial statements of the Company and all of its subsidiaries. A
subsidiary is an entity that is controlled by the Company, including separable parts of an
enterprise or investee and structured entities controlled by the Company, etc.

In preparation of consolidated financial statements, the subsidiaries use the same accounting

period and accounting policies as those of the Company. All intra-group assets, liabilities,
equity interests, income, expenses and cash flow are eliminated in full on consolidation.

2021 Annual Report



Notes to Financial Statements (Continued)

Year ended 31 December 2021

e ece e S S se

Consolidated financial statements (Continued)

Where the amount of losses of a subsidiary attributable to the non-controlling shareholders
in the current period exceeds their share of the opening balance of owner’s equity of the
subsidiary, the excess shall be allocated against non-controlling interests.

For subsidiaries acquired through business combinations not involving entities under
common control, the operating results and cash flows of the acquiree shall be included in
the consolidated financial statements, from the day on which the Group gains control, till the
Group ceases the control of it. While preparing the consolidated financial statements, the
acquirer shall adjust the subsidiary’s financial statements, on the basis of the fair values of the
identifiable assets, liabilities and contingent liabilities recognized on the acquisition date.

For subsidiaries acquired through business combinations involving entities under common
control, the operating results and cash flows of the acquiree shall be included in the
consolidated financial statements from the beginning of the period in which the combination
occurs. While preparing the comparative consolidated financial statements, adjustments are
made to related items in the financial statements for the prior period as if the reporting entity
established through combination has been existing since the ultimate controller begins to
exercise control.

The Group’s control over an investee is re-assessed if change in relevant facts and situations
causes changes in one or more of the control substances.

Classification of Joint arrangement and Joint operation

Joint arrangement is classified as either joint venture or joint operation. A joint operation is a
joint arrangement whereby the joint operators have the rights to the assets, and obligations for
the liabilities, relating to the arrangement. A joint venture is a joint arrangement whereby the
joint operators have the rights to the net assets of the arrangement.

A joint operator recognizes the following items in relation to its interest in a joint operation: its
solely-held assets, and its share of any assets held jointly; its solely-assumed liabilities, and
its share of any liabilities incurred jointly; its revenue from the sale of its share of the output
arising from the joint operation; its share of the revenue from the sale of the output by the joint
operation; its solely-incurred expenses, and its share of any expenses incurred jointly.

Chongging Iron & Steel Company Limited
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Cash and cash equivalents

Cash comprises the Group’s cash on hand and deposits that can be readily withdrawn on
demand. Cash equivalents are short-term, highly liquid investments held by the Group, that
are readily convertible to known amounts of cash and which are subject to an insignificant risk
of changes in value.

Foreign currency translation
The Group translates foreign currency transactions into its functional currency.

Foreign currency transactions are initially recorded, on initial recognition in the functional
currency using the spot exchange rate prevailing at the dates of transactions. Monetary items
denominated in foreign currencies are translated at the spot exchange rates ruling at the
balance sheet date. Differences arising on settlement or translation of monetary items are
recognised in profit or loss, with the exception of those relating to foreign currency borrowings
specifically for the construction and acquisition of qualifying assets, which are capitalised
in accordance with the guidance for capitalisation of borrowing costs. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions, and the amount denominated
in the functional currency is not changed. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value
was measured. The resulting exchange differences are recognised in profit or loss or other
comprehensive income depending on the nature of the non-monetary items.

Foreign currency cash flows are translated using the average exchange rate for the period
during which the cash flows occur (unless this is inappropriate due to exchange rate
fluctuations, in which case the spot exchange rates prevailing on the dates of cash flows are
used). The effect of exchange rate changes on cash is separately presented as an adjustment
item in the statement of cash flows.
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Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity, and a
financial liability or equity instrument of another entity.

Recognition and derecognition of financial instruments

The Group recognizes a financial asset or a financial liability when it becomes a party to the
contractual provisions of a financial instrument.

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Group’s consolidated
balance sheet) when:

1) the rights to receive cash flows from the asset have expired; or

2) the Group has transferred its rights to receive cash flows from the financial asset, or
has assumed an obligation to pay the received cash flows in full without material delay
to a third party under a “pass-through” arrangement; and either (i) has transferred
substantially all the risks and rewards of the financial asset, or (ii) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred
control of the financial asset.

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference between the respective carrying
amounts is recognised in profit or loss.

Regular way purchases and sales of financial assets are recognised and derecognised using
trade date accounting. Regular way purchases or sales are purchases or sales of financial
assets that require delivery within the period generally established by regulation or convention
in the marketplace. The trade date is the date that the Group committed to purchase or sell a
financial asset.

Chongging Iron & Steel Company Limited
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Financial instruments (Continued)

Classification and measurement of financial assets

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them:
financial assets at fair value through profit or loss, financial assets at amortized cost and
financial assets at fair value through other comprehensive income. All affected related
financial assets will be reclassified only if the Group changes its business model for managing
financial assets.

Financial assets are measured at fair value on initial recognition, but accounts receivable or
notes receivable arising from the sale of goods or rendering of services that do not contain
significant financing components or for which the Group has applied the practical expedient
of not adjusting the effect of a significant financing component due within one year, are initially
measured at the transaction price.

For financial assets at fair value through profit or loss, relevant transaction costs are directly
recognised in profit or loss; and transaction costs relating to other financial assets are
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Financial instruments (Continued)
Equity instrument investment at fair value through other comprehensive income

The Group can elect to classify irrevocably its equity investments which are not held for
trading as equity investments designated at fair value through other comprehensive income.
Only the relevant dividend income (excluding the dividend income explicitly recovered as part
of the investment cost) is recognised in profit or loss. Subsequent changes in the fair value
are included in other comprehensive income, and no provision for impairment is made. When
the financial asset is derecognised, the accumulated gains or losses previously included in
other comprehensive income are transferred from other comprehensive income to retained
earnings.

Financial assets at fair value through profit or loss

The financial assets other than the above financial assets measured at amortised cost and
financial assets at fair value through other comprehensive income are classified as financial
assets at fair value through profit or loss. Such financial assets are subsequently measured at
fair value with net changes in fair value recognised in profit or loss.

Classification and measurement of financial liabilities

The Group’s financial liabilities are, on initial recognition, classified into other financial
liabilities, and the related transaction costs are included in the initial recognition amounts After
initial recognition, such financial liabilities are measured at amortised cost using the effective
interest method.

Impairment of financial assets
Based on the expected credit losses (“ECLs”), the Group recognises an allowance for ECLs
for the financial assets measured at amortised cost and debt investments at fair value through
other comprehensive income.
For accounts receivable accounts receivable that do not contain a significant financing

component, the Group applies the simplified approach to recognise a loss allowance based
on lifetime ECLs.

Chongging Iron & Steel Company Limited
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Financial instruments (Continued)
Impairment of financial assets (Continued)

Except for financial assets which apply the simplified approach as mentioned above,, the Group
assesses whether its credit risk has increased significantly since initial recognition at each
balance sheet date. If the credit risk has not increased significantly since initial recognition
(stage 1), the loss allowance is measured at an amount equal to 12-month ECLs by the Group
and the interest income is calculated according to the carrying amount and the effective
interest rate; if the credit risk has increased significantly since initial recognition but are not
credit-impaired (stage 2), the loss allowance is measured at an amount equal to lifetime ECLs
by the Group and the interest income is calculated according to the carrying amount and the
effective interest rate; if such financial assets are credit-impaired after initial recognition (stage
3), the loss allowance is measured at an amount equal to lifetime ECLs by the Group and the
interest income is calculated according to the amortised cost and the effective interest rate.
If the credit risk of financial instruments is low at the balance sheet date, the Group assumes
that the credit risk has not increased significantly since initial recognition.

The Group assesses the ECLs of financial instruments by individual or group. Considered the
characteristics of different customers’ credit risk, the Group assesses the ECLs of accounts
receivable and other receivables based on the ageing profile. The Group assesses the ECLs
of receivables financing, by considering the characteristics of the acceptors’ credit risk.

The disclosure of the criteria for judging significant increase in credit risk, the definition of
credit-impaired assets, and the assumption of ECLs measurement, please refer to Note VIII.3.

When the Group no longer reasonably expects to be able to recover, in full or in part, the
contractual cash flows of financial assets, the Group directly writes down the carrying amount
of the financial assets.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
balance sheet if there is a currently enforceable legal right to offset the recognised amounts;
and there is an intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.
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Financial instruments (Continued)
Financial guarantee contracts

Financial guarantee contracts are those contracts that require a payment to be made by the
issuer to reimburse the holder for a loss it incurs because the specified debtor fails to make
a payment when due in accordance with the terms of a debt instrument. Financial guarantee
contracts are measured, on initial recognition, at fair value. For financial guarantee contracts
that are not designated as at fair value through profit or loss, they are, after initial recognition,
subsequently measured at the higher of: (i) the amount of the ECLs settle at the balance sheet
date, and (ii) the amount initially recognized less the cumulative amortization recognized in
accordance with the guidance for revenue recognition.

Transfers of financial assets

A financial asset is derecognised when the Group has transferred substantially all the risks
and rewards of the asset to the transferee. A financial asset is not derecognised when the
Group retains substantially all the risks and rewards of the financial asset.

When the Group has neither transferred nor retained substantially all the risks and rewards of
the financial asset, it either (i) derecognises the financial asset and recognises the assets and
liabilities created in the transfer when it has not retained control of the asset; or (ii) continues
to recognise the transferred asset to the extent of the Group’s continuing involvement, in which
case, the Group also recognises an associated liability.

Inventories

Inventories include hold-for-sale stock goods in the ordinary course of business, working
in progress in the process of production, raw materials to be consumed in the production
process or in the rendering of services, lower valued consumables and repaired spare parts,
etc.

Inventories are initially carried at cost. Cost of inventories comprises all costs of purchase,
costs of conversion and other costs. The actual cost of inventories transferred out is assigned
by using weighted average method. Costs of spare parts, lower valued consumables and
packing materials shall be amortized on the immediate written-off or amortization in stage
basis.

At the balance sheet date, inventories are measured at the lower of cost and net realizable
value. If the cost of inventories is higher than the net realizable value, a provision for decline
in value of inventories is recognized in profit or loss. If factors that previously resulted in the
provision for decline in value of inventories no longer exist, so that the net realizable value
is higher than the carrying amount, the amount of the write-down is reversed. The reversal is
limited to the amount originally provided for the decline in value of inventories. The amount of
the reversal is recognized in current profit or loss.

Chongging Iron & Steel Company Limited
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Inventories (Continued)

Net realizable value is the estimated selling price in the ordinary course of business less
the estimated costs of completion and the estimated costs necessary to make the sale and
relevant taxes. The provision for decline in value of inventories is made on an individual basis.

The Groups adopts the perpetual inventory system.
Long-term equity investments
Long-term equity investments consist of equity investments in subsidiaries and an associate.

Long-term equity investments are recognized at initial investment cost upon acquisition.
For a long-term equity investment acquired through a business combination under common
control, the initial investment cost of the long-term equity investment shall be the absorbing
party’s share of the carrying amount of the owners’ equity of the party being absorbed in the
consolidated financial statements of the ultimate controlling party at combination date. The
difference between the initial investment cost and the carrying amount of cash paid, non-
cash assets transferred and liabilities assumed shall be adjusted to capital reserve. If the
balance of capital reserve is not sufficient, any excess shall be adjusted to retained earnings.
Any other comprehensive income previously recognized shall be accounted for on the same
basis as would have been required if the investee had directly disposed of the related assets
or liabilities. The portion recognized based on changes in the investee’s equity (other than
net profit or loss, other comprehensive income and profit appropriation) is charged to profit
or loss upon disposal of such long-term equity investment. For those partially disposed equity
investments, gains or losses upon disposal are proportionately recognized in profit or loss
when they still constitute long-term equity investments after the disposal and are fully charged
to profit or loss when they are reclassified to financial instruments after the disposal. For
business combination involving entities not under common control, the initial investment cost
should be the cost of acquisition (for step acquisitions not under common control, the initial
investment cost is the sum of the carrying amount of the equity investment in the acquiree held
before the acquisition date and the additional investment cost paid on the acquisition date),
which is the sum of the fair value of assets transferred, liabilities incurred or assumed and equity
instruments issued. If the equity investments in the acquiree involve other comprehensive
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Long-term equity investments (Continued)

The initial investment cost of a long-term equity investment acquired otherwise than through
a business combination shall be determined as follows: for a long-term equity investment
acquired by paying cash, the initial investment cost shall be the actual purchase price has
been paid plus those costs, taxes and other necessary expenditures directly attributable to
the acquisition of the long-term equity investment; for those acquired by the issue of equity
securities, the initial investment cost shall be the fair value of the equity securities issued.

The cost method is applied for long-term equity investments in the financial statements of the
Parent Company when the investee is controlled by the Company. Control refers to the power
over the investee such that the Company is able to direct the relevant activities, has exposure
or rights to variable returns from its involvement with the investee and has the ability to use its
power over the investee to affect the amount of the investor’s returns.

When the cost method is adopted, long-term equity investments are recorded at initial
investment cost. Adjusting the cost of long-term equity investment by adding or withdrawing
investment. Profits or cash dividends declared to be distributed by the investee should be
recognized as investment income for the period.

The equity method is applied for long-term equity investments when the investees are
significantly influenced by the Group. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over
those policies.

Under the equity method, where the initial investment cost of a long-term equity investment
exceeds the investing entity’s interest in the fair values of the investee’s identifiable net assets
at the acquisition date, the excess is included in the initial investment cost. Where the initial
investment cost is less than the investing entity’s interest in the fair values of the investee’s
identifiable net assets at the acquisition date, the difference is charged to profit or loss, and
the cost of the long-term equity investment is adjusted accordingly.
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11. Long-term equity investments (Continued)

When the equity method is adopted, the investor recognizes its investment income and adjusts
the carrying amount of the investment based on the post-acquisition change in the investor’s
share of net assets of the investee. The recognition of the investee’s results should be based
on the fair values of the individual identifiable assets of the investee according to the Group’s
accounting policies and accounting period. The gains and losses resulting from intercompany
transactions with the investee should be eliminated to the extent of the amount attributable
to the investor according to the shareholding (but if the gains and losses belong to asset
impairment losses, they should be entirely recognized). The recognition should be based
on the adjusted net profit of the investee. The investor’'s share of profit distributions or cash
dividends declared by the investee is deducted from the carrying amount of the investment.
The Group recognizes net losses incurred by the investee to the extent that the carrying
amount of the investment and other long-term equity interests that are investment in the
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Property, plant and equipment

PPE are recognized in situations when it is probable that their related future economic benefits
will flow into the Group, and their cost can be measured reliably. The subsequent expenditure
is recorded in the cost of PPE only if the conditions above are met and the carrying amount of
parts which had been replaced shall be derecognized; otherwise, is charged to profit or loss.

PPE are initially recorded taking discard expenses into consideration. The purchase cost of
PPE comprises its purchase price, related taxes, and any directly attributable expenditure for
bringing the asset to its working condition for its intended use.

The depreciation of PPE is calculated on the straight-line basis. The estimated useful lives,
estimated residual values, and the annual depreciation rates of each category of PPE are as

follows:

dep ec al ¢
ale

Plant and buildings 25-50 3%-5% 1.90%-3.88%
Machinery 5-22 3%-5% 4.32%-19.40%
Motor vehicles 6-8 3%-5% 11.88%-16.17%

If the various components of fixed assets have different useful lives or provide economic
benefits to the enterprise in different ways, different depreciation rates and depreciation
methods are applicable.

The Group reviews the useful life and estimated net residual value of a PPE and the depreciation
method applied at least at the end of each year and make adjustments if necessary.

Construction in progress

The cost of construction in progress is determined according to the actual expenditure for the
construction, including all necessary construction expenditure incurred during the construction
period, borrowing costs that should be capitalized before the construction reaches the

condition for intended use and other relevant expenses.

Construction in progress is transferred to PPE or long-term prepaid expense when the asset is
ready for its intended use.
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Borrowing costs

Borrowing costs are interests and other expenses arising from borrowings of the Group,
including borrowing interest, amortization of discounts or premiums, ancillary expenses and
exchange differences arising from foreign currency borrowings.

All the borrowing costs that are directly attributable to construction or production of all
qualifying assets are capitalized and other borrowing costs are treated as an expense. A
qualifying asset is defined as a PPE, investment property or inventory that necessarily takes a
substantial period of time to get ready for its intended use or sale.

The capitalization of borrowing costs commences only when all of the following conditions are
satisfied:

(1)  expenditures for the assets are incurred;
(2)  borrowing costs are incurred; and

(8) activities that are necessary to acquire, construct or produce the asset for its intended
use or sale have been undertaken.

Capitalisation of borrowing costs ceases when the qualifying asset being acquired,
constructed or produced gets ready for its intended use or sale. Any borrowing costs
subsequently incurred are recognised in profit or loss.

During the capitalisation period, the amount of interest eligible for capitalisation for each
accounting period shall be determined as follows:

(1)  where funds are borrowed specifically for the purpose of obtaining a qualifying asset,
the amount of interest eligible for capitalisation is the actual interest costs incurred
on that borrowing for the period less any bank interest earned from depositing the
borrowed funds before being used on the asset or any investment income on the
temporary investment of those funds; or

(2)  where funds are borrowed generally for the purpose of obtaining a qualifying asset,
the amount of interest eligible for capitalisation is determined by applying a weighted
average interest rate on the general borrowings to the weighted average of the excess
of the cumulative expenditures on the asset over the expenditures on the asset funded
by the specific borrowings.

Capitalisation of borrowing costs is suspended during periods in which the acquisition,
construction or production of a qualifying asset is suspended abnormally by activities other
than those necessary to get the asset ready for its intended use or sale, when the suspension is
for a continuous period of more than 3 months. Borrowing costs incurred during these periods
are recognised as an expense in profit or loss until the acquisition, construction or production is
resumed.
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Right-of-use assets

The right-of-use assets of the Group mainly include plants and buildings and machineries and
other equipment.

At the commencement date of the lease, the Group recognises a right-of-use asset. The cost
of the right-of-use asset comprises: (i) the amount of the initial measurement of the lease
liability; (ii) any lease payments made at or before the commencement date of the lease
less any lease incentives received; (iii) any initial direct cost incurred; and (iv) an estimate
of costs incurred by the lessee in dismantling and removing the underlying asset, restoring
the site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the lease. The right-of-use assets are depreciated on a straight-
line basis subsequently by the Group. If the Group is reasonably certain that the ownership of
the underlying asset will be transferred to the Group at the end of the lease term, the Group
depreciates the asset from the commencement date to the end of the useful life of the asset.
Otherwise, the Group depreciates the assets from the commencement date to the earlier of
the end of the useful life of the asset or the end of the lease term.

The Group remeasures the lease liability at the present value of the changed lease payments
and adjusts the carrying amount of the right-of-use assets accordingly, when the carrying
amount of the right-of-use asset is reduced to zero, and there is a further reduction in
the measurement of the lease liability, the Group recognises the remaining amount of the
remeasurement in profit or loss.

Intangible assets

Intangible assets are recognized if and only if it is probable that the related economic benefits
will flow into the Group and the costs of which can be measured reliably. Intangible assets
are measured at cost initially. However, for an intangible asset acquired in the business
combination not under common control whose fair value can be reliably measured, it is
separately recognized and is measured at its fair value.

The useful lives of intangible assets are assessed based on estimated economic benefit

periods. Those intangible assets without foreseeable economic benefit periods are classified as
intangible assets with indefinite useful lives.

Chongging Iron & Steel Company Limited



Notes to Financial Statements (Continued)

Year ended 31 December 2021

16.

e ee e S S s e
Intangible assets (Continued)

The useful lives of the Group’s intangible assets are as follows:

se e
le yea s
Land use rights 50
Patent and non-patent technology 3.4

Land use rights that are acquired by the Group are generally accounted for as intangible
assets. Buildings, such as plants that are developed and constructed by the Group, and
relevant land use rights and buildings, are accounted for as intangible assets and PPE,
respectively. Payments for the land and buildings acquired are allocated between the land use
rights and the buildings; if they cannot be reasonably allocated, all of the land use rights and
buildings are accounted for as PPE.

Intangible assets with finite useful lives are amortized over the useful lives on the straight-line
basis. The Group reviews the useful lives and amortization method of intangible assets with
finite useful lives, and adjusts then if appropriate, at least at the end of each reporting year.

The Group classifies the expenditure on an internal research and development project into
expenditure on the research phase and expenditure on the development phase. Expenditure
on the research phase is recognized in profit or loss in which it is incurred. Expenditure on
the development phase is capitalized when the Group can demonstrate all of the following: (i)
the technical feasibility of completing the intangible asset so that it will be available for use or
sale; (ii) the intention to complete the intangible asset and use or sell it; (iii) how the intangible
asset will generate probable future economic benefits. Among other things, the Group can
demonstrate the existence of a market for the output of the intangible asset or the intangible
asset itself or, if it is to be used internally, the usefulness of the intangible asset; (iv) the
availability of adequate technical, financial and other resources to complete the development
and the ability to use or sell the intangible asset; and (v) its ability to measure reliably the
expenditure attributable to the intangible asset during its development. Expenditure in the
development phase that does not meet the above criteria is recognized in profit or loss in
which it is incurred.
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Impairment of assets

Except for inventories, deferred tax assets and financial assets, the Group determines the
impairment of assets according to the following method:

The Group assesses whether an indication of impairment exists at the end of each reporting
period, and performed impairment test on estimation of the asset’s recoverable amount if such
indications exist. Goodwill arising from a business combination is tested for impairment at
least at each year-end, irrespective of whether there is any indication that the asset may be
impaired. Intangible assets that unavailable for use are tested for impairment annually.

An asset’s recoverable amount is calculated as the higher of the asset’s fair value less costs
of sale and the present value of estimated future cash flows of the assets. The recoverable
amount is calculated for an individual asset unless it is not applicable, in which case the
recoverable amount is determined for the asset groups to which the asset belongs. An asset
group is recognized based on whether the cash inflows generated by the asset group are
largely independent to those of other assets or asset groups.

When the recoverable amount of an asset or an asset group is less than its carrying amount,
the carrying amount is reduced to its recoverable amount. The reduction amount is charged to
profit or loss and an impairment allowance is provided.

For the purpose of impairment testing, the carrying amount of goodwill acquired in a business
combination is allocated from the acquisition date on a reasonable basis, to each of the
related asset groups unless it is impossible to allocate to the related asset groups, in which
case it is allocated to each of the related sets of asset groups. Each of the related asset
groups or sets of asset groups is an asset group or a set of asset groups that is expected
to benefit from the synergies of the business combination and shall not be larger than a
reportable segment determined by the Group.

When testing an asset group to which goodwill has been allocated for impairment, if there is
any indication of impairment, the Group firstly tests the asset group, excluding the amount of
goodwill allocated, for impairment, i.e., the Group determines and compares the recoverable
amount with the related carrying amount and recognises any impairment loss. After that, the
Group tests the asset, including goodwill, for impairment, the carrying amount of the related
asset group is compared to its recoverable amount. If the carrying amount of the asset group is
higher than its recoverable amount, the amount of the impairment loss is firstly used to reduce
the carrying amount of the goodwill allocated to the asset group, and then used to reduce the
carrying amount of other assets (other than the goodwill) within the asset group, on a pro-rata
basis of the carrying amount of each asset.

Impairment losses cannot be reversed in subsequent accounting periods.
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Long-term prepaid expenses

Long-term prepaid expenses are amortised using the straight-line method as follows:

Leasehold improvement The shorter period of the lease term and
the economic service life of the leased
assets

Payroll and employee benefits payable

Employee benefits are all forms of consideration given by an entity in exchange for service
rendered by employees or the termination of employment, including short-term employee
benefits, post-employment benefits, termination benefits and other long-term employee
benefits. The benefits that the Group provides to the spouses, children and dependents
of employees, the late employees’ family and other beneficiaries also shall be deemed as
employee benefits.

Short-term employee benefits payable

The Company recognizes, in the accounting period in which an employee provides service,
short-term employee benefits actually incurred as liabilities, with a corresponding charge to
profit or loss or the cost of a relevant asset.

Post-employment benefits (defined contribution plans)

Expenditures for employees’ endowment insurance and unemployment insurance managed
by the local government established by the Group are capitalized in the related assets or
charged to profit or loss.

Post-employment benefits (defined benefit plan)

The Group operates a defined benefit pension plan, which includes providing retirees of the
Group with living allowance monthly, and the amount of benefit allowance is based on the
period the employee serves the Group and the related allowance policy. No capital has been
injected into the plan. The benefits cost under the defined benefit plan is calculated using the
projected accumulative benefit unit method.
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Payroll and employee benefits payable (Continued)
Post-employment benefits (defined benefit plan) (Continued)

The items to be remeasured as a result of the defined benefit pension plan, which include
actuarial gains or losses, are immediately recognized in the balance sheet, and are included
in shareholders’ equity through other comprehensive income during the period in which they
are incurred. They will not be reversed to profit or loss in subsequent periods.

The past service costs are recognized as expenses for the current period when the defined
benefit plan is modified or when the Group recognizes relevant restructuring costs or
termination benefits, whichever occurs earlier.

Net interest is calculated by multiplying net liabilities or net assets of the defined benefit plan
by the discount rate. The Group recognizes changes in net liabilities of the defined benefit
plan under administrative expenses in the income statement. Service costs include current
service costs, past service costs and gains or losses on settlement; net interest includes
interest expenses on plan obligations.

Termination benefits

Termination benefits provided to employees are recognized as an employee benefit liability for
termination benefits, with a corresponding charge to profit or loss at the earlier of the following
dates: 1) when the entity cannot unilaterally withdraw the offer of termination benefits because
of an employment termination plan or a curtailment proposal; or 2) when the entity recognizes
cost or expenses related to a restructuring that involves the payment of termination benefits.

Other long-term employee benefits

When other long-term employee benefits provided by the Group to the employees satisfied
the conditions for classifying as post-employment benefits, the Company recognizes and
measures the net liability or net asset of other long-term employee benefits in accordance
with the requirements relation to post-employment benefits. And all changes in the carrying
amount of liabilities for other long-term employment benefits are recognized in profit or loss, or
included in the cost of a relevant asset.
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Share-based payments

A share-based payment is classified as either an equity-settled share-based payment or a
cash-settled share-based payment. An equity-settled share-based payment is a transaction
in which the Group receives services and uses shares or other equity instruments as
consideration for settlement.

An equity-settled share-based payment in exchange for services received from employees
is measured at the fair value of the equity instruments granted to the employees. If such
equity-settled share-based payment could vest immediately, related costs or expenses at
an amount equal to the fair value on the grant date are recognised, with a corresponding
increase in capital reserves; if such equity-settled share-based payment could not vest
until the completion of services for a vesting period, or until the achievement of a specified
performance condition, the Group at each balance sheet date during the vesting period
recognises the services received for the current period as related costs and expenses, with a
corresponding increase in capital reserves, at an amount equal to the fair value of the equity
instruments at the grant date, based on the best estimate of the number of equity instruments
expected to vest. The fair value is determined using the binomial model.

For awards that do not ultimately vest because non-market performance and/or service
conditions have not been met, no expense is recognised. Where awards include a market
or non-vesting condition, the transactions are treated as vesting irrespective of whether the
market or non-vesting condition is satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled share-based award are modified, as a minimum an
expense is recognised as if the terms had not been modified. In addition, an expense
is recognised for any modification that increases the total fair value of the share-based
payments, or is otherwise beneficial to the employee as measured at the date of modification.

Where an equity-settled share-based award is cancelled, it is treated as if it had vested on
the date of cancellation, and any expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new award is substituted for
the cancelled award, and is designated as a replacement on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award.
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Share-based payments (Continued)

The cost of cash-settled transactions is measured at the fair value of the liability which is
determined on the basis of shares or other equity instruments of the Group. It is initially
recognised at the fair value on the grant date together with the consideration of terms and
conditions on which the equity instruments are granted. If the rights under a cash-settled
share-based payment could vest immediately, related costs or expenses at an amount equal
to the fair value on the grant date are recognised, with a corresponding increase in liability.
If the rights under a cash-settled share-based payment could not vest until the completion
of services for a vesting period, or until achievement of a specified performance condition,
the Group at each balance sheet date during the vesting period recognises the services
received for the current period as related costs and expenses, with a corresponding increase
in liability, at an amount equal to the fair value of the liability based on the best estimate of the
outcome of vesting. The liability is measured at each balance sheet date up to and including
the settlement date, with changes in fair value recognised in profit or loss.

Revenue from contracts with customers

Revenue from contracts with customers is recognised when the Group has fulfilled its
performance obligations in the contracts, that is, when the customer obtains control of relevant
goods or services. Control of relevant goods or services refers to the ability to direct the use
of the goods, or the provision of the services, and obtain substantially all of the remaining
benefits from the goods or services.

Contracts for the sale of goods

A contract for the sale of goods between the Group and the customer usually only includes
the performance obligation to transfer the steel. The revenue is recognised at the point that
the customers signed the receipts based on the following indicators, which include: a present
right to payment for goods, the transfer of significant risks and rewards of ownership of goods,
the transfer of legal title to goods, the transfer of physical possession of goods, the customer’s
acceptance of goods.

Royalty income
According to the agreed contract terms, the Group has transferred the use right of trade mark

to customers, and settles based on the customers’ actual steel production, and recognizes
royalty income accordingly.
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Revenue from contracts with customers (Continued)
Principal/agent

When the Group obtains control of raw materials from a third party and then transfers it to the
customer by providing a significant service of integrating the raw materials with other goods
or services into a combined output, i.e., steel billets and steel products, the Group is entitled
to determine the transaction price of the goods or services on its own, i.e., the Group controls
steel billets and steel products before those are transferred to the customer. Thus, the Group
is a principal and recognises revenue in the gross amount of consideration received or
receivable. Otherwise, the Group is an agent and recognises revenue in the amount of any
fee or commission to which it expects to be entitled from the customer. The amount is the
net amount of the gross consideration received or receivable after paying the other party the
consideration received in exchange for the goods or services to be provided by that party or
determined by the agreed-upon amount or proportion of commissions, etc.

Contract liabilities

The Group recognizes a contract liability based on the relationship between performance of
obligations and customer payments.

A contract liability is the obligation to transfer goods or services to a customer for which
the Group has received a consideration or an amount of consideration that is due from the
customer, in the case that the entity has received the consideration before transferring the
promised goods.

Government grants

Government grants are recognized in profit or loss, when they are highly probable to be
received and all conditions are fulfilled. If a government grant is in form of monetary asset,
it is measured at the amount received or receivable. If a government grant is in form of
nonmonetary asset, it is measured at fair value of the asset. If the fair value cannot be reliably
determined, it is measured at the nominal amount.

Asset-related government grants are recognized when the government document designates
that the government grants are used for constructing or forming long-term assets. If the
government document is inexplicit, the Company should make a judgement based on the
basic conditions to obtain the government grants, and recognizes them as asset-related
government grants if the conditions are to form long-term assets through construction or other
method. Otherwise, the government grants should be income-related.

Chongging Iron & Steel Company Limited

33



341

Notes to Financial Statements (Continued)

Year ended 31 December 2021

25.

26.

e ece e S S se

Government grants (Continued)

A government grant related to income is accounted for as follows: (a) if the grant is a
compensation for related costs or expenses or losses to be incurred in subsequent periods,
the grant is recognized as deferred income, and recognized in profit or loss or offset against
relevant costs over the periods in which the related costs are recognized; (b) if the grant is
a compensation for related costs or expenses or losses already incurred, it is recognized
immediately in profit or loss or offset against relevant costs for the current period.

A government grant related to asset can be either accounted by reducing the carrying amount
of the asset or by being recognized as deferred income, and evenly amortized systematically
and reasonably to profit or loss over the useful life of the related asset (government grants
measured at the nominal amount should be recognized in profit or loss immediately for the
period). When the asset is sold, transferred, discarded or destroyed within the useful life, the
related deferred income should be recognized in profit or loss immediately.

Income tax

Income tax comprises current tax and deferred tax, and is normally recognized as credit or
expense in profit or loss, except for goodwill arising from a business combination or items that
have been recognized directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered or paid according to the taxation laws and regulations.

Based on the differences between the carrying amount of an asset or liability in the statement
of financial position and its tax base, and the differences between the carrying amounts of
some items that have a tax base but are not recognized as assets and liabilities and their tax
base, the Group adopts the liability method for the provision of deferred tax.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

(1)  when the taxable temporary difference arises from the initial recognition of goodwill, or
an asset or liability in a transaction that is not a business combination and, at the time of
transaction, affects neither accounting profit nor taxable profit or loss; and

(2) in respect of taxable temporary differences associated with investments in subsidiaries,
associates and joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
be reversed in the foreseeable future.
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Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences, and the
carryforward of unused tax losses and any unused tax credits. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, the carryforward of unused tax losses and unused tax
credits can be utilised, except:

(1)  when the deductible temporary difference arises from the initial recognition of an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

(2) in respect of the deductible temporary differences associated with investments in
subsidiaries, associates and joint ventures, deferred tax assets are only recognised
to the extent that it is probable that the temporary differences will be reversed in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilised in the future.

At the balance sheet date, deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realised or the liability is settled,
in accordance with the requirements of tax laws. The measurement of deferred tax assets
and deferred tax liabilities reflects the tax consequences that would follow from the manner
in which the Group expects, at the balance sheet date, to recover the assets or settle the
liabilities.

The carrying amount of deferred tax assets is reviewed at the balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available in future
periods to allow the deferred tax assets to be utilised. Unrecognised deferred tax assets are
reassessed at the balance sheet date and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities, and the deferred tax
assets and deferred tax liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.
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Lease
dentification of lease

At inception of a contract, the Group assesses whether the contract is, or contains, a lease.
A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a
contract conveys the right to control the use of an identified asset for a period of time, the
Group assesses whether, throughout the period of use, the customer has both of the right to
obtain substantially all of the economic benefits from use of the identified asset and the right
to direct the use of the identified asset.

Assessment of the lease term

The lease term is the non-cancellable period of a lease for which the Group has the right to
use an underlying asset. If the Group has an option to extend the lease, that is, the Group
has the right to extend the lease, and is reasonably certain to exercise that option, the lease
term also includes periods covered by an option to extend the lease. If the Group has an
option to terminate the lease, that is, the Group has the right to terminate the lease, but is
reasonably certain not to exercise that option, the lease term includes periods covered by
an option to terminate the lease. The Group reassesses whether it is reasonably certain to
exercise an extension option, purchase option, or not to exercise a termination option, upon
the occurrence of either a significant event or a significant change in the circumstances that is
within the control of the Group and affects whether the Group is reasonably certain to exercise
an option not previously included in its determination of the lease term.
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Lease

As a lessee

For the general accounting treatment of the Group as a lessee, please refer to Note XlII.2.
Lease modifications

Lease modification is a change in the scope of a lease, or the consideration for a lease,
that was not part of the original terms and conditions of the lease, for example, adding or
terminating the right to use one or more underlying assets, or extending or shortening the
contractual lease term.

The Group accounts for a lease modification as a separate lease if both:

(1)  the modification increases the scope of the lease by adding the right to use one or more
underlying assets; and

(2)  the consideration for the lease increases by an amount commensurate with the stand-
alone price for the increase in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, at the effective date
of the lease modification the Group remeasures the lease liability by discounting the revised
lease payments using a revised discount rate. The revised discount rate is determined as
the interest rate implicit in the lease for the remainder of the lease term, or the lessee’s
incremental borrowing rate at the effective date of the modification, if the interest rate implicit
in the lease cannot be readily determined.

For a lease modification that is not accounted for as a separate lease, the Group accounts for
the remeasurement of the lease liability by:

(1)  decreasing the carrying amount of the right-of-use asset to reflect the partial or full
termination of the lease for lease modifications that decrease the scope of the lease,
and recognising the gain or loss relating to the partial or full termination of the lease in
profit or loss; or

(2) making a corresponding adjustment to the right-of-use asset for all other lease
modifications.
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Lease (Continued)
As a lessee (Continued)
Short-term lease

The Group considers a lease that, at the commencement date of the lease, has a lease term
of 12 months or less, and does not contains any purchase option as a short-term lease. The
Group elected not to recognize a right-of-use asset or lease liability of the short-term lease of
machinery and motor vehicles. The Group recognises lease payments on short-term leases in
the costs of the related asset or profit or loss on a straight-line basis.

As a lessor

A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of an underlying asset, except that a lease is classified as an
operating lease at the inception date.

As lessor in operating leases

Rent income under an operating lease is recognized on a straight-line basis over the lease
term, through profit or loss. Variable lease payments that are not included in the measurement
of lease receivables are charged to profit or loss as incurred.

The Group accounts for a modification to an operating lease as a new lease from the effective
date of the modification, considering any prepaid or accrued lease payments relating to the
original lease as part of the lease payments for the new lease.

Sale and leaseback transactions

The Group applies the requirements in Note [11.23 to assess and determine whether the
transfer of an asset is accounted for as a sale of that asset.

As a lessee

If the asset transfer in a sale and leaseback transaction is a sale, the Group, as the lessee,
measures the right-of-use asset formed by the sale and leaseback based on the part of the
original asset’s book value that is related to the right-of-use acquired by the leaseback, and
only transfers it to The right of the lessor recognizes the relevant gains or losses; if the transfer
of assets in a sale and leaseback transaction does not belong to a sale, the Group, as the
lessee, continues to recognize the transferred assets and recognizes a financial liability equal
to the transfer proceeds. The Group accounts for the financial liability applying Note 1.9
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Share repurchase

The payment and transaction costs made on the repurchase of own equity instruments
account for a deduction from equity. Issuance (including refinancing), repurchase, sale or
cancellation of the own equity instruments shall be treated as changes in equity.

Safety production funds

Safety production provided according to the regulations are included in costs of related
products or profit or loss, and credited to the specialised reserves. They are treated differently
when being utilised: (i) the specialised reserves are offset against for those attributable
to the expense nature; or (ii) the cumulative expenditures are recognised as a fixed asset
for those attributable to the fixed asset nature when the working condition for the intended
use is reached, and at the same time, specialised reserves are offset against with the full
depreciation of the fixed asset, at the same amount.

Fair value measurement

The Group measures held “other current assets-notes receivable” and equity investment
instruments at fair value at the end of each reporting period. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place in the
principal market for the asset or liability or in the most advantageous market for the asset or
liability when a principal market is absent. The principal or the most advantageous market
must be accessible to by the Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’'s
ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data and other supporting information are available to measure fair value, giving
priority to the use of relevant observable inputs, and using unobservable inputs only when
observable inputs are unavailable or not feasible to obtain.
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Fair value measurement

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

Level 1— based on quoted prices (unadjusted) in active markets for identical assets or
liabilities;
Level 2 -  based on valuation techniques for which the lowest level input that is significant

to the fair value measurement is observable, either directly or indirectly;

Level 3—-  based on valuation techniques for which the lowest level input that is significant
to the fair value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis,
the Group determines whether transfers have occurred between levels in the hierarchy by
reassessing categorization at each balance sheet date.

Significant accounting judgements and estimates

The preparation of the Group’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the reporting
date. Uncertainty about these assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the assets or liabilities affected in the
future.

Judgements

In the process of applying the Group’s accounting policies, management has made the
following judgements which have a significant effect on the amounts recognised in the
financial statements:

Business model

The classification of financial assets at initial recognition depends on the Group’s business
model for managing financial assets. When determining the business model, the Group
considers the methods to include evaluation and report financial asset performance to key
management, the risks affecting the performance of financial assets and the risk management,
and the manner in which the relevant management receives remuneration. When assessing
whether the objective is to collect contractual cash flows, the Group needs to analyse and
judge the reason, timing, frequency and value of the sale before the maturity date of the
financial assets.
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Significant accounting judgements and estimates (Continued)
Judgements (Continued)
Contractual cash flow characteristics

The classification of financial assets at initial recognition depends on the financial asset’'s
contractual cash flow characteristics, and the judgements on whether the contractual cash
flows are solely payments of principal and interest on the principal amount outstanding,
including when assessing the modification of the time value of money, the judgement on
whether there is any significant difference from the benchmark cash flow and whether the fair
value of the prepayment features is insignificant for financial assets with prepayment features,
etc.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year, are discussed
below.

Impairment of financial instruments

The Group uses the expected credit loss model to assess the impairment of financial
instruments. The Group is required to perform significant judgement and estimation and
take into account all reasonable and supportable information, including forward-looking
information. When making such judgements and estimates, the Group infers the expected
changes in the debtor’s credit risk based on historical repayment data combined with
economic policies, macroeconomic indicators, industry risks and other factors. The different
estimates may impact the impairment assessment, and the provision for impairment may also
not be representative of the actual impairment loss in the future.
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Significant accounting judgements and estimates (Continued)
Estimation uncertainty
Impairment of non-current assets other than financial assets (other than goodwill)

The Group assesses whether there are any indications of impairment for all non-current assets
other than financial assets at the balance sheet date. Intangible assets with indefinite useful
lives are tested for impairment annually and at other times when such an indication exists.
Other non-current assets other than financial assets are tested for impairment when there are
indications that the carrying amounts may not be recoverable. An impairment exists when
the carrying amount of an asset or asset group exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and the present value of the future cash flows
expected to be derived from it. The calculation of the fair value less costs of disposal based
on available data from binding sales transactions in an arm’s length transaction of similar
assets or observable market prices less incremental costs for disposing of the assets. When
the calculations of the present value of the future cash flows expected to be derived from an
asset or asset group are undertaken, management must estimate the expected future cash
flows from the asset or asset group and choose a suitable discount rate in order to calculate
the present value of those cash flows.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires
an estimation of the present value of the future cash flows expected to be derived from the
asset to which the goodwill is allocated. Estimating the present value requires the Group to
make an estimate of the expected future cash flows from the asset groups and also to choose
a suitable discount rate in order to calculate the present value of those cash flows. Further
details are included in Note V.16

Deferred tax assets

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilized. Significant
management judgement is required to determine the amount of deferred tax assets that can
be recognized, based upon the likely timing and level of future taxable profits together with
future tax planning strategies.

2021 Annual Report



31.

Notes to Financial Statements (Continued)

Year ended 31 December 2021

e ece e S S se

Significant accounting judgements and estimates (Continued)
Estimation uncertainty
Net realisable values of inventories

At the end of reporting period, inventories are measured at the lower of cost and net realizable
value and the provision for inventory write-down is made on the difference between the cost
and the net realizable value. The net realizable value of inventories held for sale is determined
based on the amount of the estimated selling price less the estimated selling expenses and
relevant taxes and surcharges in the ordinary course of business; the net realizable value of
materials to be processed is determined based on the amount of the estimated selling price
less the estimated costs of completion, selling expenses and relevant taxes and surcharges in
the ordinary course of business.

Lessee’s incremental borrowing rate

If the interest rate implicit in the lease cannot be readily determined, the Group measures
the lease liability at the present value of the lease payments discounted using the lessee’s
incremental borrowing rate. According to the economic environment, the Group takes the
observable interest rate as the reference basis for determining the incremental borrowing rate,
then adjusts the observable interest rate based on its own circumstances, underlying assets,
lease terms and amounts of lease liabilities to determine the applicable incremental borrowing
rate.
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1. Main taxes and tax rates
a es a bases a aies
Value-added tax The taxable revenue from sale of VAT payable is the difference
(“VAT”") goods between VAT output and less

deductible VAT input for the
current year. VAT output has been
calculated by applying a rate of
13% to the taxable value

Other tax rate:

6%0 9%
Housing property For housing property levied on the  1.2%0 12%
tax basis of price, housing property
tax is levied at the rate of 1.2% of
the balance after deducting 30%
of the cost; for housing property
levied on the basis of rent,housing
property tax is levied at the rate of
12%
City maintenance Amount of commodity turnover tax 7%
and paid
construction
tax
Education Amount of commodity turnover tax 3%
surcharge paid
Local education Amount of commodity turnover tax 2%
surcharge paid
Corporate Taxable income 15%
income tax
(“CIT”)

Environmental  The actual emission of air pollutants RMBZ2.4-3.5 per pollution equivalent
protection tax

The applicable CIT rates of the Company and its subsidiaries are analyzed as follows:

a e@ S becrig 1a al g g ela ale
The Company 15%
Chongaqing Iron and Steel Energy and Environmental Protection Co., Ltd.

(“Chongging Iron & Steel Energy”) 15%
Chongging Xingang Changlong Logistics Co., Ltd(“Xingang Changlong”) 15%
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Tax benefits

Pursuant to the requirement of the Announcement on the Continuation of the Corporate
Income Tax Policy for the Western Development (000000000000 O0OODOOOOOON)
promulgated by the MOF, the State Administration of Taxation and the National Development
and Reform Commission, enterprises located in the western region that fall into the Catalogue
of Encouraged Industries are subject to a reduced Corporate Income Tax rate of 15% from
1 January 2021 to 31 December 2030. The Company and its subsidiaries Chongging Iron
& Steel Energy and The Company and its subsidiaries Chongqging Iron & Steel Energy and
Xingang Changlong have qualified for the requirement of the policy. Thus the Company and
its subsidiaries Chongging Iron & Steel Energy and Xingang Changlong implement tax rates of
15% for the current year.

Chongging Iron & Steel Energy obtained the Comprehensive Certificate 2014 No. 016
Resource Comprehensive Utilization Certificate in January 2014, according to the MOF and
the State Administration of Taxation “Notice on Implementation of the Enterprise Income Tax
Preferential Catalog for Comprehensive Utilization of Resources” 00 000 O0O0OOO0OODOO
00000000000 0O00O0), when calculating taxable income, Chongqging Iron & Steel
Energy used 90% of its total income for the year.

Pursuant to the Notice of on “Adjusting and Improving the Policy of Value-added Tax on
Products and Services of Comprehensive Utilization of * 00000000 DOOODOOODOO
00000000000 promulgated by the MOF and the State Administration of Taxation,
Chongging Iron & Steel Energy can enjoy the policy of value-added tax refund.

Pursuant to the Announcement on the Deepening the Reform in the Value-added Tax Policy
O0D0O00O0O0O00DOO0O0ODnOO promulgated by the MOF, the State Administration of
Taxation and the General Administration of Customs, enterprises engaged in the production
and consumer services and sales revenue from modern services accounts for more than
50% of their total income are eligible for an additional 10% deductible input tax reduction.
As qualified for the requirement mentioned above, Xingang Changlong is entitled to a 10%
additional deductible input tax reduction for the current year.

Chongging Iron & Steel Company Limited

a5



16

Notes to Financial Statements (Continued)

Year ended 31 December 2021

) S e S e ) )

Cash and bank balances

31 ece be 31 December
le s 1 2020
Bank deposits §83 38 4,698,090
Other monetary assets 5§81 v 245,141
611 61% 4,943,231

Including the total amount of restricted cash and bank
balances due to mortage, pledge or freeze. 5§81 v 245,141

As at 31 December 2021, the Group had restricted cash and bank balances for notes and
letter of credit, details refer to Note V.57.

Interest income is generated from current savings as determined by the interest rate for the
savings in banks or agreement deposit.

Financial assets held for trading

31 ece be 31 December
| 2020

Financial assets at fair value through profit or loss
Debt instrument investment 6 =

As at 31 December 2021, the debt instrument investments held by the Group are non-
principal-guaranteed trust products, amounting to RMB600,000,000.
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Trade receivables

Credit period of trade receivables is generally within one-month. Trade receivables are non-
interest-bearing.

An ageing analysis of accounts receivable is as follows:

31 ece be 31 December

| 2020

within 1 year § 69 34,885
1-2year 1 836 25
2 — 3 year § 204
Above 3 year 1 18 975
Subtotal §1 918 36,089
Less: Provision for bad debts 1 63 1,048
Total §3 88% 35,041
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B8 Trade receivables (Continued)

The ageing analysis was based on the month when incurred. The trade receivables recognized

firstly will be firstly settled.

rayg

0 ae pa elagawe ag i Book Value

o L opele ol 050 Amount

4o 4o

Receivables that
are subject
to provision
by group with
similar credit risk
characteristics

1948 1 18 73880

Provision

36,089 100

2020

carrying
amount

Impairment allowance

Provision

(%)

Amount

1,048 3 35,041

As at 31 December 2021 and at 31 December 2020, the Company have no individually trade

receivables to separate provision.

The expected credit losses on the accounts receivable by age are as follows:

31 ece be 31 December 2020
sl aled Estimated ECLs
de bl bee el e € s doubtful book Lifetime proportion
ae e s pepetle value ECLs value

A (%)

Within 1 year ¥ 69 34,885 = =
1-2 years 1836 1 25 24 6
2-3 years ) 1 3 204 33 67
Over 3 years 1 18 1 1 18 975 100 975
§4 918 1 63 36,089 1,048
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

Trade receivables (Continued)

The movements in impairment allowance for trade receivables are as follows:

pe g Rece ey

baa ce ® Se o e esa

2021 1 18 1§ 1 63

2020 1,000 23 = = 25 1,048

Steel products customers usually need advance payment, main customers are also provided
with 30 days credit period. For other product customers, the contract price of the group is
usually due within 30 days after the delivery of products, and the risk of expected credit loss
of trade receivables is low.

As at 31 December 2021, the top five balances in respect of trade receivables aggregating
RMB50,130,000(As at 31 December 2020: RMB33,689,000), accounting for 91% (As at
31 December 2020: 93%) of the total of closing balance of trade receivables. The closing
balance in respect of ECLs provision made for the top five balances amounted to 0 (As at 31
December 2020: Nil).

Receivables financing

31 ece be 31 December
1 2020
Notes receivable 1536 Y1 2,068,546

The Group endorses and discounts partial of bank acceptance bills in daily money
management, aiming at receiving contractual cashflow and selling. The Group classified
such category of notes receivable as financial assets measured at fair value through other
comprehensive income, disclosed as receivables financing.

Chongging Iron & Steel Company Limited
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

S S e S e S S
e
4. Receivables financing (Continued)
31 ece be 31 December
1 2020
Commercial acceptance bill 200
Bank acceptance bill 1536% 1 2,068,346
1536 Y1 2,068,546

Pledged notes receivable as follows:

31 ec¢ce be 31 December

1 2020

Bank acceptance bill 31 v 1,343,223

Please refer to Note V.57. for restricted notes receivable at the year-end.

Notes receivable endorsed or discounted but not yet mature at the balance sheet date are as
follows:

31 ece be 31 December 2020

) Non-

eereg le deeceg lo Derecognition  derecognition
all ee do alli ee do at the end of at the end of
1 eyea 1 eyea the year the year

Bank acceptance bill 3 §§ 371,545 =

As at 31 December 2021, none of the Notes receivable was transferred to trade receivable by
the Group (31 December 2020: Nil).

2021 Annual Report
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

Prepayments

Ageing analysis as follows:

31 December 2020

Book value Proportion

(%)

Within 1 year ¥ Y9 99 527,781 99
1-2 years § 991 1 6,729 1
Over 3 years 6 -
¥6 Y 1 534,516 100

As at 31 December 2021, the closing balances of the top five prepayments balances in
aggregate to RMB436,821,000 (As at 31 December 2020: RMB244,398,000), representing
58% (As at 31 December 2020: 46%) of the total closing balances of prepayments at the end
of reporting year.

Other receivables

31 ece be 31 December
1 2020
Other receivables § 9 18,013

Chongging Iron & Steel Company Limited
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

6. Other receivables (Continued)

An ageing analysis of other receivables is as follows:

31 December

2020

Within 1 year YO Y 16,196
1-2year 1 866 236
2 — 3 year 2,011
Above 3 year 88 3,078
%8 1 21,521

Less: Impairment allowance §a§ 3,508
3y 9 18,013

Other receivables presented by nature as follow:

31 ece be 31 December

1 2020

Prepayments for trading 66 11 1,733
Guarantee deposits, staff advances, etc. Y 6 18,352
Others 118 v 1,436
%8 1 21,521

2021 Annual Report



Notes to Financial Statements (Continued)

Year ended 31 December 2021

Other receivables (Continued)

Changes in impairment allowance recognized for the 12-month expected credit losses and
lifetime expected credit losses on other receivables are as follows:

2021

Stage 1 Stage Stage 3

Cedi paed aca
assels el ee perled
1 ol epetled el eepedediedl cedlgsses gopo Cedl paed ara

tedlgsses age o 0sses dge Po ata sl els assels el ee peded
ata sl els 1 ara sl els 1 1s acedl s cedlgsses as ge
s acedl s s acvedl s ¢t aaee sles aca sl el ola

pa el pa el pa el pa el pa el
00 d e dgace g9 A0 Agacie g9 a @ AgaAce g9 A @ Agaie g9 a e a9 acve

Opening

balance 16196 1y 43 3 4 38 151 3F 8
Accrual vogM 198 v 198 v Y6t 198 v
Write-off 1619 y 381 § § 1868 §
Closing balance ¥ 813 1866 13 (1] ] 198 v 198 v 4§14 oy
2020

Stage 1 Stage 2 Stage 3

Credit-impaired financial assets
(Lifetime expected credit
12-month expected credit losses Lifetime expected credit losses  losses) (group of financial

(a group of financial instruments(a group of financial instruments instruments with similar credit
with similar credit risk) with similar credit risk) risk) characteristics Total

impairment impairment impairment impairment
Book value allowance  Book value allowance  Book value allowance  Book value allowance

Opening balance 76,315 - 2247 430 3,078 3,078 81,640 3,508
Accrual 16,196 - - - - - 16,196 -
Write-off (76,315) - - - - - (76,315) -
Closing balance 16,196 - 2247 430 3,078 3,078 21,521 3,508

Chongging Iron & Steel Company Limited
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

6. Other receivables (Continued)

The movements in impairment allowance for other receivables are as follows:

pe g

baa ce

2021 3% 8 198 Y 9 §a%
2020 3,508 = = = 3,508

As at 31 December 2021, the five largest other receivables are as follows:

31 ece be Rale ol e ® Se
Company ece abes e bad debis
A
The first 4 3 56 a saleg a 1 1yea
le @ se
The second 198 Y 6 a sarlg a 1 1yea 198 Y
le ¢¢ se
The third 3 8 § aa lee le3yeas 56
depes is
The fourth 98 1 Sia le3yeas 19
ad a ves
The fifth £ 3 a saclg a | 1yea
le ¢@ se
1M1y 91 gag
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

Other receivables (Continued)

As at 31 December 2020, the five largest other receivables are as follows:

31 December  Ratio in other Provision
Company 2020 receivables Nature for bad debts
(%)

The first 12,000 55  Guarantee Within 1 year -
deposits

The second 1,500 7 Guarantee Within 1 year -
deposits

The third 1,026 5 Staff advances 0 to 3 years 1,026

The fourth 598 3 Guarantee Within 1 year -
deposits

The fifth 426 2 Guarantee Within 1 year -
deposits

15,550 72 1,026

Inventories

31 ece be 31 December 2020

o Seo Provision

o der e for decline Carrying
a e Book value in value amount

Raw materials Yy 1 136 616 14 9§ 3,374,493 136,616 3,237,877
Work in progress %9ty 3 96 \(ORY 1,228,511 - 1,228,511
Finished goods L &4 § 51 6t 3 316,818 - 316,818
Low value

consumables and
maintenance and
spare parts 36 51449 3113 6 419,562 147,860 271,702

Total 113 v §% 9¥3Yy 38 198 5,339,384 284,476 5,064,908

Chongging Iron & Steel Company Limited 55



Notes to Financial Statements (Continued)

Year ended 31 December 2021

7. Inventories (Continued)
Provision for inventories
2021

e¢ ease

Re e sa ¢
le @

Raw materials 136 616 136 616
Work in progress 3 96 3 96
Finished goods "E3 | 6%
Low value

consumables

and

maintenance

and spare parts 11 86 96 111 §1 419

811 § 191Yy 96 111 9 ¥3 VY
2020

Decrease

Opening Reversal or Closing
balance Provision Write-off balance

Raw materials 136,616 - - - 136,616
Low value
consumables
and
maintenance
and spare parts 135,984 13,342 1,466 - 147,860
272,600 13,342 1,466 - 284,476

2021 Annual Report



Notes to Financial Statements (Continued)

Year ended 31 December 2021

Inventories (Continued)

Determination basis of net realizable value and reasons for the reversal or written-off of
provision for inventories

Reasg s o L
eesagle e
® ePe Se o

ele ale bass ass o dec e a eeo
e Pe Se o dele ale o el elges Le
dec e a e ea abe a e ¢ e lyea

Raw materials Provision for inventories The amount of the Nil
on an individual basis  estimated selling
price less the
estimated costs of
completion, selling
expenses and
relevant taxes and

surcharges
Work in Provision for inventories The amount of the Nil
progress on an individual basis  estimated selling

price less the
estimated costs of
completion, selling
expenses and
relevant taxes and
surcharges
Finish goods Provision for inventories The amount of the Nil

on an individual basis  estimated selling
price less the
estimated selling
expenses and
relevant taxes and

surcharges
Low value Provision for inventories The amount of the Relevant inventories
consumables on an individual basis  estimated selling sold and used
and price less the
maintenance estimated selling
and spare expenses and
parts relevant taxes and
surcharges

Chongging Iron & Steel Company Limited [y Y
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Notes to Financial Statements (Continued)

Year ended 31 December 2021

S S e S e S S
e
8. Other current assets
31 ece be 31 December
1 2020
Input VAT to be verified 9 18 -
Prepaid stamp duty 2,323
Prepaid corporate income tax 5912
Input VAT to be credited 8§ 3 385,918
1 1 394,153
9. Long-term equity investments

31 ece be 31 December 2020

e Se o Cay g Provision for Carrying
pa els