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[English Translation for Reference Only]

Report of the Auditors

[2016]Jing Kuai Xing Shen Zi No. 07000033

To the board of directors of China Metallurgical Group Corporation,

We have audited the accompanying financial statements of China
metallurgical Group Corporation (“The MCC Group”) which comprise
the consolidated balance sheet as on 31 December 2015, and the
consolidated income statement, the consolidated cash flow statement and
the consolidated statement of changes in owners’ equity for the year then
ended and notes to these financial statements.

1. Management’s Responsibility for the Financial Statements

Preparing of the Financial Statements according to Enterprise Accounting
Standard is the responsibility of the management of The MCC Group.
This responsibility includes (1) Preparing the financial statements
according to Enterprise Accounting Standards and making them
reflecting a fair basis; (2) Designing, implementing and maintaining the
internal control system related to producing of the Financial Statements,
to prevent the Financial Statements from major false presentations due to
cheating or error.

2. Auditor’s Responsibility

Our responsibilities are to express an opinion on these financial
statements based on our audit. We conducted our audit in accordance with
Chinese Auditing Standards for Certified Public Accountants, which
requires that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
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considers the relevant internal control of the preparation of financial
statements and fair presentation, in order to design appropriate audit
procedures, but not for the purpose of expressing an opinion on the
effectiveness of internal control. An audit also includes evaluating the
appropriateness of accounting policies adopted by management and the
reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for expressing audit opinion.

3. Audit Opinion

In our opinion, the accompanying financial statements present fairly, in
all material respects, the consolidated financial position of the group as of
31 December 2015, and of its financial performance and its cash flows

for the year then ended in accordance with the Accounting Standards F‘Z\ :
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Current Assets

Currency Fund

Financial assets measured at fair value and the changes are recorded into the

current profits and losses
Derivative Financial Assets
Notes Receivable
Accounts Receivable
Prepayments
Interest Receivable
Dividends Receivable
Other Receivables
Inventory

Divided into holding assets for sale
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Non-current Assets Due Within One Year

Other Current Assets

Total Current Assets

Non-current Assets
Financial Assets Available for Sale
Held-to-maturity Investment
Long Term Accounts Receivable
Long Term Equity Investment
Property for Investment
Fixed Assets
Project under Construction
Project Material
Disposal of Fixed Asset
Productive Biological Assets
Oil and Gas Assets
Invisible Assets
Development Expenditure
Goodwill
Long Term Deferred Expenses
Deferred Income Tax Assets
Other Non-current Asset

Total Non-current Assets

TOTAL ASSETS

Lega{l repfg§entat|ve:

]
hE ise stated)

i

Person in charge of accounting function:

Notes Dec.31st, 2015 Dec.31st, 2014
8(1) 3,599,276.86 3,753,574.47
8(2) 141,001.10 55.46
8(3) 0.00 1,853.19
8(4) 1,146,620.15 1,007,212.96
8(5) 6,379,061.56 5,591,667.39
8(6) 1,381,707.22 1,655,628.47
8(7) 1,164.44 1,150.46
8(8) 4,517.28 11,936.25
8(9) 3,148,761.75 2,214,327.67

8(10) 11,631,237.69 10,755,763.47

0.00 0.00

8(11) 705,478.11 486,778.01

8(12) 23,637.68 20,730.35

28,162,463.84

25,500,678.15

8(13) 172,211.99 168,506.02
8(14) 2.03 2.03
8(15) 788,302.11 1,738,378.56
8(16) _ 392,199.06 394,658.44
8(17) ;. 221,123.78 222,764.55
818y |~ 3,338,825.31 3,617,269.75
8(19). 365,594.92 230,378.85
e N 7,369.51 476167
' 0.00 0.00

" 500 0.00

0.00 0.00

8(21) 1555,346.18 1,608,910.02
0.00 0.00

8(22) 17,373.26 27,044.81
8(23) 20,888.70 16,776.70
8(44) 373,348.83 331,620.93
8(25) 11,000.00 13,744.14
7,263,585.68 8,374,816.47

35,426,049.52 33,875,494.62

Head of accounting department:
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Dec.31st,
(All amounts

ise stated)

RSHIP INTEREST Notes Dec.31st, 2015 Dec.31st, 2014
Current Liabilities
Short-term Borrowing 8(26) 4,137,587.23 4,007,304.83
Financial Liabilities measured at fair value and the changes are recorded into
the current profits and losses 0.00 0.00
Derivative Financial Liabilities 8(27) 1,433.86 0.00
Notes Payable 8(28) 1,565,353.73 1,180,849.07
Accounts Payable 8(29) 9,362,196.39 7,817,427.99
Advance Receipt 8(30) 3,016,780.15 3,402,365.62
Payroll Payable 8(31) 208,468.02 199,898.99
Tax Payable 8(32) 613,794.49 645,411.26
Interest Payable 8(33) 83,871.59 109,092.51
Dividends Payable 8(34) 79,104.16 50,492.44
Other Payable Items 8(35) 1,630,066.94 1,610,942.70
Non-current Liabilities Due within One Year 8(36) 1,581,785.19 1,387,596.84
Other Current Liabilities 8(37) 2,013,139.86 1,996,993.31
Total Current Liabilities 24,293,581.61 22,408,375.56
Non-current Liabilities
Long-term Borrowing 8(38) 1,925,993.05 2,132,988.46
Payable Bonds 8(39) 1,197,248.61 2,544,592.27
Long-term Payable 8(40) 66,051.68 55,146.43
Long-term Payroll Payable 8(41) 431,607.63 428,889.25
Specific Payable 8(42) 2,485.30 2,250.05
Anticipation Liabilities 8(43) 181,281.80 244,833.80
Deferred Income 8(45) 154,093.42 164,438.89
Deferred Income Tax Liabilities 8(44) 32,530.50 48,187.31
Other Non-current Liabilities 8(46) 0.00 3,910.00
Total Non-current Liabilities 3,991,291.99 5,625,236.46
Total Liabilities 28,284,873.60 28,033,612.02
Ownership Interest s
Paid-up Capital 8(47) -,1,033,855.59 1,033,855.59
Other Equity Instruments 8(48) _.7.295,500.00 295,500.00
Capital Reserve 8(49) S 2,067,550.02 2,064,310.59
Other Comprehensive Income 8(50) ; 12,343.43 37,444.96
Of Which: Converted Difference in foreign Currency Statements N -6,190.98 -5,163.35
Special Reserves 8(51) 805.49 805.49
Surplus Reserves 0.00 0.00
Undistributed Profits 8(52) ;863,493.22 -1,086,724.95
Equity in Total that Belongs to the Owner of the Parent Company 2,546,561.31 2,345,191.68
Minority Equity 4,594, 614.61 3,496,690.92
Owner's Equity in Total 7,141,175.92 5,841,882.60
TOTAL LIABILITIES AND OWNERS' EQUITY 35,426,049.52 33,875,494.62
The Notes of Financial Statements in the end is a part of financial statements.
Legal reprgsentatlve , . Person in charge of accounting function: Head of accounting department:
B,
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Fiscal Year 2 0
(All amounts in, n Thousand Yuan.unlesg:otherwis e
[English transi@tiofifar referefige only -0
[
-=

Il Total Operating '
Of Which:  Operating Costs
Business Tax and Extra
Selling Expenses
Management Expenses
Financial Expenses
Loss from Asset Devaluation
Add: Income from Changes in Fair Value
Income from Investment
Of which: Income from Consortium and Cooperative Enterprise

il Operating Profit
Add: Non-business Income
Minus: Non-business Expenditure

Of which: Loss from Disposing Non-current Asset

IV Total Amount of Profit

Minus: Income Tax Expense

Vv Net Profit

Net Profit Belonged to the Owner of the Parent Company
Minority Equity and Loss

VI the AT net of other Comprehensive Income
Other comprehensive income that can not be classfied into profit and loss in the

M future
Of which :1.The change of net liabilities and net assets of recalculation of defined
benefit plan
2.0ther comprehensive income that can not be classfied into profit and loss
in the future for using the equity method
Gii)

using the equity method

2.The amount of available income (loss) generated from available-for-salg . -

financial assets

3.The income(loss) of Held-to-maturity Investment reclassified to Finaéial .

Assets Available for Sale
4.The effective part of Gains/(losses) from cash flow hedging instruments
5.Exchange differences arising from translating foreign operations

VIl The Total Comprehensive Income

Total Comprehensive Income Belonged to the Owner of the Parent Company
Total Comprehensive Income Belonged to Minority Sharoholders

VIl Earnings Per Share
Basic Earnings Per Share
Diluted Earnings Per Share

The Notes of Financial Statements in the end is a part of financial statements.

Legal repré%ntative: é Person in charge of accounting function:
£ oo @ é

g 3 %] ¥

Other comprehensive income that can be classied into profit and loss in the fuiug\e] .
Of which :1.Share of other comprehensive income of investees accounted for

Notes Fiscal Year 2015 Fiscal Year 2014
8(53) 22,192,95040  22,062,626.14
8(53) 2219295040  22,062,626.14
21,811,00885  21,716,141.81

8(53) 19,267,62421  19,211,054.33
8(54) 565,125.74 575,249.95
8(55) 156,763.28 154,583.78
8(56) 1,049,156.46 955,279.29
8(57) 293,911.05 470,702.08
8(58) 478,428.11 349,272.38
8(59) -3,044.55 -2,247.34
8(60) 175,656.80 105,939.80
-15,398.53 -9,674.21

554,553.80 450,176.79

8(61) 147,381.58 192,825.09
8(61) 15,082.44 39,777.34
7,295.29 8,068.38

686,852.94 603,224.54

8(62) 219,652.47 236,452.53
467,200.47 366,772.01

241,201.73 172,866.93

225,998.74 193,905.08

8(63) -39,110.79 10,806.26
-41,831.88 -14,078.16

-41,831.88 -14,078.16

0.00 0.00

2,721.09 24,884.42

0.00 0.00

o 2,996.98 13,027.57

. 000 0.00

0.00 0.00

\ 275,89 11,856.85

428,089.68 377,578.27

216,100.20 180,416.26

211,989.48 197,162.01

L

Head of accounting department:
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Consol idated Itbement of Cash Iow
Fiscal Year
(All amounts in R B‘EnTho them@
[English translationfo r f ence

A ITEM Q v
) ﬂ‘ﬁ{a)peratmg Ac

. Cash Flow Genera
Cash Generated from Sales ofG: &nd Rendering of Services

Refunds of Taxes

Cash Generated from Other Revelant Operating Activities
Subtotal of Cash Inflows Generated from Operating Activities
Cash Paid for Purchase of Goods and Receiving Services
Cash Paid to Employees and Paid for Employees

Payments of Taxes

Cash Paid for Other Revelant Operating Activities

Subtotal of Cash Outflows Generated from Operating Activities
Net Cash Flow Generated from Operating Activities

II. Cash Flow Generated from Investing Activities
Cash Received from Recovery of Investments

Cash Generated from Receiving Investment Income
Net Cash Generated from Disposal of Fixed Assets, Intangible Assets
and Other Long-term Assets

Net Cash Generated from Disposal of Subsidiaries and Other Business Entity
Cash Received from Other Revelant Investing Activities

Subtotal of Cash Inflows Generated from Investing Activities

Cash Paid for Fixed Assets, Intangible Assets and Other Long-term Assets
Cash Paid for Investing Activities

Net Cash Received from Subsidiaries and Other Business Entity

Cash Paid for Other Revelant Investing Activities

Subtotal of Cash Outflows Generated from Investing Activities

Net Cash Flow Generated from Investing Activities

lll. Cash Flow Generated from Financing Activities

Cash Received from Attracting Investment
Among Which: Cash Received from Attracting Minority Shareholders'
Investment from Subsidiaries

Cash Received from Borrowings

Cash Received from Other Revelant Financing Activities

Subtotal of Cash Inflows Generated from Financing Activities

Cash Paid for Repaying Debts

Cash Paid for Distribution of Dividends, Profit and Paymt—;nt of Interest

Among Which: Cash Paid to Minority Shareholders of Dividends and Profit of Subsidiaries

Cash Paid for Other Revelant Financing Activities
Subtotal of Cash Outflows Generated from Financing Activities
Net Cash Flow Generated from Financing Activities

IV. Influences to Cash and Cash Equivalents Due to Changes of Exchange Rate

V. Net Increase of Cash and Cash Equivalents

Add: Cash at the Beginning of the Year and Balance of Cash Equivalents

VI. Cash at the End of the Year and Balance of Cash Equivalents

Notes

8(64)

8(64)

The Notes of Financial Statements in the end is a part of financial statements.

f
5

s ’ .
7 Person in charge of accounting function:

Fiscal Year 2015

22,827,890.07
69,235.96
285,179.99

Fiscal Year 2014

22,590,059.19
33,541.63
550,508.88

23,182,306.02

23,174,109.70

17,751,736.64

17,390,074.49

1,821,900.01 1,789,061.07
1,169,198.88 1,146,335.27
896,009.19 1,357,111.74
21,638,844.72 21,682,582.57
1,543,461.30 1,491,527.13
21,398.13 5,366.93
55,143.39 10,699.83
38,922.87 100,197.75
350.00 902.65
20,817.89 34,515.25
136,632.28 151,682.41
340,378.51 279,410.72
189,798.29 18,049.85

313.63
139,305.29 112,675.21
669,795.72 410,135.78
-533,163.44 -258,453.37
1,012,577.83 890,375.43
24,082.83 414,875.43
10,880,400.00 11,924,296.71
0.00 51,916.45

11,892,977.83

12,866,588.59

12”,141 ,484.30

12,990,191.78

924,385.25 1,011,804.25
9,425.05 60,350.59
41,213.20 76,012.36
13,107,082.75 14,078,008.39
-1,214,104.92 -1,211,419.80
® 13,892.48 -253.38
-189,914.58 21,400.58
3,264,122.63 3,242,722.05
3,074,208.05 3,264,122.63

Head of accounting department:




-’

‘Juswipedap Bununodsk JO peaH :uopouny Bununosoe Jo abieyos ul uosiad

y

Jussaidal |eba]

of

, L/ o
N .\ «C /) fﬂ
/

6'SLL YL 19¥19'¥6S'Yy 000 2T E6Y'€98- 000 6¥'G08 EV'EVETL 20°095'290° 00°005'66Z 65°GS8'EE0’ L G10Z Is1£99Q uo aduejeg Nl
000 000 000 000 000 000 000 000 000 000 sIBYO '§
000 000 000 000 000 000 000 000 000 000 sued Jyauaq pauyep paje|noedal Jo sjesse
Jau pue s Bl }ou UMOp paLued jo abueyo ay] p
000 000 000 000 000 000 000 000 000 000 sass07 ay} dn Bupjely ansesay sniding ‘g
000 000 000 000 000 000 000 000 000 000 lended ur-pied o) Buieuo) ansesey sniding 'z
000 000 000 000 000 000 000 000 000 000 [exdeD ur-pied o BuiueAuoD) anesay [endeq |
000 000 000 000 000 000 000 000 000 000 Ainb3 s JoUMO 10 Jajsuel] [ewsuj (A1)
00°046'LL- 000 000 0002621~ 000 000 000 000 00’0 mo.o : sIBYI0'p
8E'EVT'8LL- 8E'EVZ'8LL- 000 000 000 000 000 000 000 000 SJOUMQ 0} uopnqusigs
000 000 000 000 000 000 000 000 2000 000 uopesedaid ysu [esousb MEIPYIM'Z
000 000 000 000 000 000 000 000 000 000 anesay sniding [EMEIPYIM' |
8E'ELT'9EL- 8E'EVT'8LL- 000 00°046'LL- 000 000 000 000 ¢ ~ 000 000 sjoid Jo uonnqusiq (A)
€9'626'891- 69°LLL'LL- 000 000 000 $6'108'LGL- 000 000 3 000 000 aMIssay |eads Jo asn 'z
€9'626'891 69°LL1'LL 000 000 000 6'L08'LSL 000 ; muo,..o‘ T g 000 000 SMI9sY [e1DadS Jo uonoRNXT “|
000 000 000 000 000 000 000 1000 A7 000 000 aniesal [epads Jo asn pue uojoenx3 (i)
08'091's- £2°00¥'8- 000 000 000 000 000 ~ o eviesee 000 000 sPYO'p
000 000 000 000 000 000 000 000 000 000 Annba ;s1eumo papnjou; JuswAed paseq-aieys'e
00°G61'886 00'56%'886 000 000 000 000 000 ‘000 000 000 sjuswnysul
Ajinba Jayo jo s1aumo Aq pajsanul [enden z
28'280'v2 28'280'%Z 000 000 000 000 000 000 000 000 s18umo Aq pajsanul [eyded’ |
20°LL¥'L00'L 65°LLL'Y00'L 000 000 000 000 000 EV'6ET'E 000 000 lexde jo uoponpal pue sisumo Aq Juswisaauj (i)
89'680'8Z¥ 87'686'L1Z 000 €L°102'1¥Z 000 000 €5°101'sZ- 000 000 000 swoou| anisuayadwod [ejo) sy (i)
TE'E62'662 L 69'€26'L60'L 000 €L'1eT'eTe 000 000 €5°101'G2- E€¥'6ET'E 000 000 ’ S10Z 1e3A [easid jo junowy abuey) ]|
09'288'L¥8'S 26'069'96Y'€ 000 G6'#22'980'L- 000 6%'508 96'¥vy'LE 65°0LE'¥90'T 00°00S5'562 65°GS8'EE0'L G10Z 1S} °uer uo asuejeg Il
000 000 000 000 000 000 000 000 000 000 =T e)
000 000 000 000 000 000 000 000 000 000 $I01I3 polad Jold JO UOROBLOD
000 000 000 000 000 000 000 000 000 000 sa1ljod Bupuncoay ul sebuey?) :ppy
09Z88'I¥8'S 26°069'961'€ 000 G6'$2L'980'L- 000 6¥'508 96'vPY'LE 65°0LE'¥90'Z 00°005'66Z 65°GS8'EE0’ L .
Ayunbg sjsalau| HETT) Wold peynquisipun  aAJesay EIVEELN] awoou] anasay syuawinsu| leyde) ui-pred
SlaumQ |ejo | Auouy snjding |eadg aAIsuayaidwo) lexded Ainb3 Jayi0

L_Yyo
Kuedwod jusied o} s|qeinguiy Qb3 sieumQ

[ 1 s
Simiatng ssajun‘tien Aipuesndy Jiua s_m&ME_ e [ly)
eosl
Q4 @%m&cm JO Juswajels uog quwod




o)

Juawypedap Bununosoe jo peaH wwo_‘«o\:\w%h:c:ommw Jo abieyo c,_w_._mm._mn_ :annejuasaldal [eba]
WA

09'288°'L¥8'S 26'069'96V'€ 000 G6'92L'980'L- 000 67608 96'vhY'LE 65°0LE'Y90'C 00°005'66Z 65°GS8'EE0’ L 102 '1Is1L€92aQ uo aoueeg N
000 000 000 000 000 000 000 000 000 000 s1eYi0 'S
000 000 000 000 000 000 000 000 000 000 sue|d Jyauaq paulap paje|noedal Jo sjasse

JaU pue sanijiqel] }au umop pawen Jo abueyo ay) ¥
000 000 000 000 000 000 000 000 000 000 sasso ay) dn Bupjely anesey sniding ¢
000 000 000 000 000 000 000 000 000 000 |endes ur-pied o} Builaauog anasay sniding 'z
000 000 000 000 000 000 000 000 000 000 |enden ur-pied o} Buanuoy snasay [endeq |
000 000 000 000 000 000 000 000 000 000 Aunb3 sJaumQ Jo Jajsuel) [ewaju] (A1)
000 000 000 000 000 000 000 000 EN ok g
9£'829'6L" 9£'829'6.L" 000 00'0 000 000 000 SIBUMQ O} UORNGUISIQ'E
000 000 000 000 000 000 000 uonesedaid ysu [21eUSB MEIPUIM'Z
000 000 000 000 000 000 000 anasay sniding [EMeIPUIM L
9€'829'6.L- 9€'829'6L- 000 000 000 000 000 Siyo1d Jo uonnausia (A)
€8'/81'8€2- €9'2.9'86" 000 000 000 000 000 anasay |eroadg jo asn °Z
£8'28L'852 £9'2,9'86 000 000 000 000 000 anIasaY [B103dS JO UOROBNXT |
000 000 000 000 000 00’0 000 aAIasal [eloads Jo asn pue uonoesx3 (i)
0€'p¥L'¥8E LE'¥06'26€ 000 000 20091'8- 000 000 SENleX 4
000 000 000 000 000 000 000 Aynba ,s1aumo papnjoul juawAed paseq-aieyS’e
000ssee 000 000 000 000 00'005'562 000 Aynba Jayjo jo s1aumo Aq uwﬁmh_._c _M”““M.w_
£0'¥9L'L6) £0b9L'LL 000 000 000 000 00°000'081 s19UMo Aq paisanul [enden’ |
£€'80V'LL8 0¥'890'04% 000 000 000 000 000 10°091'8" 00'005'562 00°000'08} |enden Jo uoponpaJ pue siaumo Aq JusLusanuj (i)
1T'8L5'LLE L0'Z9L'L61 000 £6'998'2LL 000 000 SE'6VS'L 000 000 000 aWwoou| ansusyaidwon [ejo) sy (1)
¥2'85E'SLL'L §0'209'L2S 000 £6'998'2L) 000 000 £E'6YS'L 10°091'8- 00°005'562 00'000'08} 102 JeaA [e0s14 Jo unowy abueyy NI
9€'$25'999'y 18'880'696'2 00’0 88'165'652'L- 000 6¥'508 £9'668'6C 99'0.%'2L0'C 000 65'658'€58 $102Z ‘}1S1°uer uo aouejeg I
000 000 000 000 000 000 000 000 000 000 [SE o)
000 000 000 000 000 000 000 000 000 000 SI0LIT PoUad Jold JO UORIBL0D
000 000 000 000 000 000 000 000 000 000 sapijod Bununoooy Ul sabuey) :ppy
9£'$25'999'y 18'880'696'C 000 881666521~ 000 6%'508 €9'668'6¢ 99'0.¥'2L0'C 000 65'G58'€58 €102 'IS1£93(Q Uo aduejeg |

Aynb3 sjsalaju s1YI0 Jjoid pajnquisipun  anJesay anasay awoou| anlesay sjuawnisu| [eyde ul-pled
SI12UMQ [BJOL Kuouiy sniding |eroads anisuayasdwo) lenden Ainb3z Jayi0

1BYi0
Auedwo? juaied o) ajqeinqupy Ainb3 s1isump

[Auo souaiajal Jo ._NJ

meuw%msﬁ uaL By Ur
f > 102 1eK]
mwnm:o O Juawaje}s Jo uoleuIqWO

o f .JW NN
Reoom@rwp@_w\d 19N 3._
S S




1

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

General information

China Metallurgical Construction Group Corporation (hereafter referred to as “MCC”), the
predecessor of China Metallurgical Group Corporation, was a wholly state-owned enterprise
incorporated in Beijing in 1982. On 8 May 2006, China Metallurgical Construction Group
Corporation was renamed as China Metallurgical Group Corporation. On 27 April 2009, upon the
approval of the State-owned Assets Supervision and Administration Commission (hereafter
referred to as “SASAC”), the Chinese name of China Metallurgical Group Corporation was
renamed as China Metallurgical Construction Group Corporation (hereafter referred to as “the
Company”). The Company’s business license registration number is 100000000000942, its legal
representative is Guo Wenqing, and its registered capital is RMB 853,855.59 ten thousand Yuan.
The Company’s registered office is at No. 28 Shuguang Xili, Chaoyang District, Beijing.

At December 31, 2015, the paid-in capital was as follow:

Subscribed Registered Percentage of

Investor Capital Interest Held (%)
SASAC 1,033,855.59 100.00
1,033,855.59 100.00

On December 8, 2015, by the approval of SASAC, MCC was mergerred into China Minmetals
Corporation by strategic reorganization. Until December 31, 2015, the reorganization matters and
property alteration have not finished.

The management structure of the Company is board of directors.

The Company's organisation structure is led by its president and executive director under the
direction of its Board of Directors. The Company has 3 subsidiaries comprises 1 wholly-owned
subsidiaries, 2 partially-owned subsidiary.

The industries involved in the Company and its subsidiaries (hereinafter referred to as “the Group”):
as an international comprehensive Group of science, industry and trade, it engages in multiple
specialties and industries, including EPC general contract project, resource development, paper
industry, technical equipment manufacturing and Real Estate development, as well as their related
services.

Business scope of the Group approved covers all kinds of EPC both domestic and overseas;
various engineering technical advisory services and engineering equipment lease; new material,
new process, technological development for new products, technical services, exchange of
know-how and transfer of technology related to engineering construction; development,
manufacture and marketing of the equipment required by metallurgical industry; Real Estate
development and management; bidding agency; assuming engineering consultation, investigation,
design and equipment lease of overseas’ various industries and civil building; import and export
business; sale, procurement service, consignment sale of mechanical and electric products,
sedans, building materials, instruments and meters, as well as hardware and electrical equipment;
architectural and electromechanical equipment installation and its related technical research,
planning survey, design, supervision and service; development and sale of the raw material for
papermaking and paper products; resource development, processing and utilization of metallic
mineral products and the related services.

The Group’s main operating segments are as follows: engineering and construction, property
development, equipment manufacturing and resources development.
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CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Basis of preparation

The financial statements was compiled in accordance with the accounting standard for business
enterprises and their application guides, explanation issued by Ministry of Finance and other
related provisions( as ASBE).

The Group had evaluated 12 months from 31, December, 2015, not found significant suspect
matters could influenced sustainable operation ability. Therefore, the basis of compilation of
consolidated financial statement was sustainable operation ability hypothesis.

Statement of compliance with the Accounting Standards for Business Enterprises

The consolidated financial statements of the Group for the year ended 31 December 2015 are in
compliance with the Accounting Standards for Business Enterprises, and truly and completely
present the consolidated financial position of the Group as of 31 December 2015 and of its
consolidated operating results, consolidated cash flows and other information for the year then
ended.

Summary of Significant accounting policies and accounting estimates
Accounting period

The Company’s accounting year starts on 1 January and ends on 31 December.
Operating cycle

Operating cycle refers to the date from the purchase of assets for processing to the realization of
cash or cash equivalents. Operating cycle of the Group's infrastructure construction and Real
Estate development business is more than a year as its long project construction phase and
warranty period of infrastructure, and others is 12 months.

Recording currency

The recording currency of the Company and its domestic subsidiaries is Renminbi (‘RMB”). ltems
included in the financial statements of its subsidiaries abroad are measured using the currency of
the primary economic environment in which the entity operates. The financial statements are
translated and presented in RMB. The currency used in the Company’s financial statements is
RMB.

Accountant arrangement method of business combination of under the common control and not
under the common control

Common control business combination

That combining enterprise was under control of one same party or multiple parties before and
after the merger and the control is not temporary was deemed as a business combination under
the same control. In a common control combination, assets and liabilities are transferred at book
values. Any difference between the consideration given and the aggregate book value of the
assets and liabilities acquired is included in equity to adjust capital reserve. Retained earnings
should be adjusted when capital reserve is insufficient to offset. Acquisition related costs are
expensed as incurred. Costs of issuing equity or debt for a business combination should be
included in the initial recognition of equity or debt.
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Summary of Significant accounting policies and accounting estimates (Continued)

Accountant arrangement method of business combination of under the common control and not
under the common control(Continued)

Business combination other than common control combination

That combining enterprise was not under control of one same party or multiple parties before and
after the merger and the control is not temporary was deemed as a business combination not
under the same control.

Combined cost is fair value of assets, liabilities occurred or burdened, equity instruments, buyers
intend to obtain the right of control of acquiree. Business combination which was not under the
common control was implemented step-by-step through multiple transactions, the combination
costs includes the payment of consideration on the acquisition date and fair value of stock rights
of the acquiree holded originally on the acquisition date. That the stock rights of the s acquiree
holed before the acquisition date would be remeasurement in accordance with the fair value of
the acquisition date, the different between fair values and book values account into investment
income of the year; Other comprehensive income of the stock rights of the seller holed before the
acquisition date account into investment income of the year.

The agency fees including auditing, legal service, evaluation, consultation and related
management fees was recorded in present profit when occurred corporation combination. The
transaction fees of issuing equity liabilities or liabilites bonds, was recorded in original
confirmation amount.

Identifiable assets, liabilities and contingent liabilities meeting the recognition criteria and
obtained from the merger were measured at fair value on the acquisition date. If the combination
costs was more than the fair value of identifiable net assets obtained from mergers and
acquisitions, the balance should be deemed as goodwill as an asset and are recorded at cost
initially. If the combination costs was less than the fair value of identifiable net assets that
obtained from mergers and acquisitions, all related items includes fair value of identifiable assets,
liabilities and contingent liabilities and combined cost would be remeasurement, if did, the
balance should be accounted into current profit and loss.

The goodwill occurred by corporation combination was separately presented in combined
financial statements, and measured by cost minus accumulated depreciation reserve.

Preparation of consolidated financial statements

Merge scope should be determined on the basis of control. Control refers to the company has
power over the investee, by participating in the relevant activities of the investors and have
variable returns, and ability to use power to influence its return amount of investee.

For the Group's subsidiaries, it's operating results and cash flow before disposal date (date of

loss of control of) has been included in the consolidated income statement and consolidated cash
flow statements.
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Summary of Significant accounting policies and accounting estimates (Continued)
Preparation of consolidated financial statements(Continued)

For the subsidiary which was achieved through a business combination of not under the common
control enterprise, it's operating results and cash flow from acquisition date (date of acquisition of
control of) has been included in the consolidated income statement and consolidated cash flow
statements.

For the subsidiary which was achieved through a business combination of under the common
control enterprise, no matter the business combination occurred at any point during the reporting
period, it should bring into this company consolidation scope from the date of its controlled by the
final control party .

In preparing the consolidated financial statements, when the accounting policies and the
accounting periods are inconsistent between the Company and subsidiaries, the financial
statements of subsidiaries are adjusted in accordance with the accounting policies and
accounting period of the Company. For subsidiaries acquired from a business combination
involving enterprises not under common control, the individual financial statements of the
subsidiaries are adjusted based on the fair value of the identifiable net assets at the acquisition
date.

All Significant inter-Group balances, transactions and unrealised profits are eliminated in the
consolidated financial statements. The portion of a subsidiary’s equity and the portion of a
subsidiary’s net profits and losses for the period not attributable to Company are recognized as
minority interests and presented separately in the consolidated financial statements within equity
and net profits respectively.

In the consolidated financial statements, if the minority shareholders of subsidiary share a current
loss larger than the beginning balance during the period, the remaining balance should be offset
against the minority interest.

The transactions which purchase the minority stock rights of subsidiaries or deal with partial stock
rights but could still control, would be as equity ones, and adjust the book value between parent
company equity and minority shareholders to reflect the change in the equity of subsidiaries. The
difference section between the adjustment of minority shareholders and the fair value pay/receive
consideration could adjust the capital reserve, if not enough, adjust the retained earnings.

Losing the control of the former subsidiaries because of dealing with partial or other reasons, the
rest stock equity should be recalculated according to the fair value at the losing date. The
difference section that the consideration of dealing with stock rights adds rest fair value of stock
rights, minus the net assets which calculates continously from the buying date according to the
raw equity ratio, should be the investment profits in losing year. The other general profits related
the former subsidiaries equity investment should be the investment profits in losing year.

12
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Summary of Significant accounting policies and accounting estimates (Continued)
The classification of joint venture arrangement and common management accounting methods

The joint venture arrangement refers to an arrangement controlled by two or more than two
parties jointly. Common control refers to common control to arrangements in accordance with
the relevant agreement, and makes a decision for the arrangement after got the consensus of all
parties sharing the control.

The Group classifies the joint venture arrangement according to the rights enjoyed and
obligations. The joint venture arrangement is divided into joint management and joint ventures.

The joint venture refers to the joint venture arrangement in which the joint party only enjoy the
rights for the appointed net assets. The Group using the equity method accounting for a long-term
equity investment of the joint venture.

Common management refers to the common management arrangement in which the joint party
owns the related assets and takes the related liabilities of the arrangement. The Group confirms
the individual assets and the co-possessing assets in accordance with owns share; confirms the
individual debt and co-possessing debt in accordance with owns share; confirms revenue selling
common business output of the Group owned; confirms income selling common business output
of the Group share; confirms the costs of the Group alone and the cost occurred from common
management according to Group’s share according to common management.

The Group accounts confirmed the related to the common management’s assets, liabilities,

incomes and expenses in accordance with the applicable to the provisions of the specific assets,
liabilities, incomes and expenses.

13
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Summary of Significant accounting policies and accounting estimates (Continued)
Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise cash on hand,
call deposits with banks and short-term and highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value.

Foreign currency operations and foreign currency statement translation
Foreign currency operations

Foreign currency transactions are translated into RMB using the exchange rates prevailing at the
dates of the transactions.

At the balance sheet date, monetary items denominated in foreign currencies are translated into
RMB using the spot exchange rates on the balance sheet date. Exchange difference arising from
the spot exchange rates on the balance sheet or difference arising from prior balance sheet,
except for: (i) the exchange difference of foreign currency borrowings which is accord with
capitalization would be included in the related cost; (ii) the exchange difference of book value of
financial items available for sale except cost could be as other general profits, others should be
as the profits or loss in period.

When preparing of consolidated financial statements was involved in overseas business, if there
would be foreign currency monetary Iltems could influence in reality in overseas operation, the
difference part of exchange caused by exchange rate movement accounts into other
comprehensive income; if disposal, accounts into current profit.

The foreign currency non-monetary items measured at the historical cost measured the amount
of functional currency at the spot exchange rate on deal date. The foreign currency non-monetary
items measured at the fair value measured the amount of functional currency at the spot
exchange rate on the fair value date, the difference between corrected amount of functional
currency and original bookkeeping base currency would be deemed as fair value variation, and
accounted into other comprehensive income of current profit and loss.
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Summary of Significant accounting policies and accounting estimates (Continued)
Foreign currency operations and foreign currency statement translation (Continued)
Translation of foreign currency financial statements

The asset and liability items in the balance sheets for overseas operations are translated at the
spot exchange rates on the balance sheet date. Among the owners’ equity items, the items other
than “undistributed profits” are translated at the spot exchange rates of the transaction dates. The
income and expense items in the income statements of overseas operations are translated at the
spot exchange rates or its approximate ones of the transaction period; Early undistributed profits
were equal with corrected year-end profits of undistributed of the previous year. The year-end
undistributed profits calculated on each project of educed profit distribution. The difference
generated from the conversion of foreign currency statements convert identified as other
comprehensive income.

Cash flow of overseas business project was amortized according to the spot exchange of the date
or its approximate exchange rates. Affected amount to cash caused by exchange rate change
was presented in the statement of cash flows separately.

The amount of beginning and the last year should be listed according to the after-converted
amount of financial balance sheet of last year.

Translation reserve listed in other comprehensive income in balance sheet and belong to the
parent company shareholders' equity relevant overseas business would be shift to current profit
and loss when treatment of all shareholders' equity of this Group in overseas business or lost
control due to disposal of part of the equity investment or other reasons for overseas business.

When the treatment of part of the equity investment or other reasons resulting in a loss of rights
and interests of overseas business scale but don't lose control of overseas business, the convert
difference of foreign currency statements related to the disposal part of overseas business would
be relegated to minority shareholders rights and interests, not into the profits and losses of the
current period. The convert difference of foreign currency statements related to the overseas
business would be shift into current profit and loss according to the proportion of the transferred
of the disposal when treatment part was affiliated enterprises or joint ventures.

Financial instruments
Financial assets
Classification of financial assets

Financial assets should be classified into below categories when they are initially recognized:
Financial assets at fair value through profit or loss, loans and receivables, financial assets
available for sale and investments that are held to maturity. Classification of financial assets
depends on the Group’s intention and ability to hold the financial assets.

- Financial assets measured at fair value and the changes are recorded into the current profits
and losses

Financial assets that measured at fair value and the changes are recorded into the current profits
and losses include transactional financial assets and financial assets designated as at fair value
and whose fluctuations are included in the current profits and losses. Financial assets of the
Group that measured at fair value and the changes are recorded into the current profits and
losses are tradable financial assets.

15



(9)
(@)
()

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Classification of financial assets (Continued)

- Financial assets measured at fair value and the changes are recorded into the current profits
and losses (Continued)

Transactional financial assets refer to financial assets meet one of the following condition (i) the
purpose of achieving the financial asset was mainly for sale in the near future; (ii) Belong to part
of centrally manage identifiable combination of financial instruments at the initial recognition time,
and have objective evidence that the Group management it by way of short-term profit for the
portfolio in the near future; (iii) Belong to derivatives, but excepts the specified and the derivatives
of effective hedging tool, the derivatives of the financial guarantee contract and the derivatives
that has no offer in the active market and its fair value could not be reliably measured and must
be hooked with by delivering the equity instruments investment.

-Loans and receivables

Loans and accounts receivable refers to the non-derivative financial assets for which there is no
quoted price in the active market and of which the amount is fixed or determinable. Loans and
receivables of the Group includes monetary capital, bill receivable, debt receivable, interest
receivable, dividends receivable, non-current assets due within one year, and long-term
receivable.

-Available-for-sale financial assets

Financial assets available for sale including the non-derivative financial assets which are
designated available for sale at initial confirmation, and the financial assets loans and
receivables, held-to-maturity investment outside the financial assets that measured at the fair
value and whose fluctuations are included in the current profits and losses. Available-for-sale
financial assets are included in other current assets on the balance sheet if management intends
to dispose of them within 12 months of the balance sheet date.

-Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed maturity and fixed or
determinable payments that management has the positive intention and ability to hold to maturity.
Held-to-maturity investments with maturities of over 12 months when the investments were made
but are due within 12 months at the balance sheet date are included in the current portion of
non-current assets; held-to maturity investments with maturities no more than 12 months when
the investments were made are included in other current assets.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Recognition and measurement

Financial assets are recognized at fair value on the balance sheet when the Group becomes a
party to the contractual provisions of the financial instrument. In the case of financial assets at fair
value through profit or loss, the related transaction costs incurred at the time of acquisition are
recognized in profit or loss for the current year. For other financial assets, transaction costs that
are attributable to the acquisition of the financial assets are included in their initial recognition
amounts.

Financial assets at fair value through profit or loss and available-for-sale financial assets are
subsequently measured at fair value. Investments in equity instruments are measured at cost
when they do not have a quoted market price in an active market and whose fair value could not
be reliably measured. Loans and receivables, held-to-maturity investments are measured at
amortised cost using the effective interest method.

The fair value changing of Financial assets measured at fair value and the changes are recorded
into the current profits and losses was recognized as income from changes in fair value; the
interests or cash dividends within holding period and loss on disposal was recognized as income.

Gain or loss arising from change in fair value of available-for-sale financial assets is recognized
directly in equity, except for impairment losses and foreign exchange gains and losses arising
from translation of the monetary financial assets. When such financial assets are derecognized,
the cumulative gain or loss previously recognized directly into equity is recycled into profit or loss
for the current year. Interests on available-for-sale investments in debt instruments calculated
using the effective interest method during the year in which such investments are held and cash
dividends declared by the investee on available-for-sale investments in equity instruments are
recognized as investment income, which is recognized in profit or loss for the year.

Loans and receivables, held-to-maturity investments adopt the effective interest rate method,
measured according to the amortized cost for the follow-up measurement, it’ s profit or loss at the
time of termination of recognition, impairment or amortization included in the current profits and
losses.

Impairment of financial assets

The Group assesses the carrying amounts of financial assets other than those at fair value
through profit or loss at each balance sheet date. If there is objective evidence that a financial
asset is impaired, the Group should determine the amount of impairment loss. The objective
evidence indicating the impairment loss of financial asset refers to the matters which actually
happen after the initial recognition of the financial asset, and has an influence on the expected
future cash flow; furthermore, the reliable measurement could be conducted by the Group
towards the influence.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

Objective evidence of financial asset impairment include the following all kinds of matters which
could be observed:

- A serious financial difficulty occurs to the issuer or debtor;

- The debtor breaches any of the contractual stipulations, for example, fails to payor delays the
payment of interests or the principal, etc;

- The Group considering factors of economy or law, make concessions to the financial
difficulties debtor;

- The debtor is likely to fail or to other financial restructuring;

- The financial assets could not continue to trade in the active market due to the issuer of
major financial difficulties;

- Unable to identify whether a set of financial assets in an asset's cash flow is reduced, but
according to public data of the overall evaluation we discovered that financial assets of the Group
since the initial confirmation of the expected future cash flow have been cut and could be
measured, include:

(DPay ability of debtor of financial assets is gradually deteriorated.
@The countries or regional economic of debtor appear the condition that could lead to this Group
of financial assets would be unable to pay;

- Technology, market, economic or legal environment of issuer of equity instruments has

significant adverse changes, that may leads the investors not be able to recover the investment
costs.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

- The fair value of the equity instrument investment drops significantly or not contemporarily
means in the balance sheet date, the fair value of an equity instrument investment is more than
50% (including 50%) below than its initial investment cost, or less than its initial investment cost
lasts more than 12 months (12 months included);

- Other objective evidences showing the impairment of the financial asset.

When an impairment loss on a financial asset carried at amortised cost has occurred, the amount
of loss is measured at the difference between the asset’s carrying amount and the present value
of its estimated future cash flows (excluding future credit losses that have not been incurred). If
there is objective evidence that the value of the financial asset recovered and the recovery is
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed, but the balance amount of financial assets recovered
impairment loss should be less than the amortized cost of the financial assets of non-accured
impairment loss in recover day.

The Group would make impairment test separately to the significant amount of individual financial
assets; insignificant amount of individual financial assets, or financial assets combination with
similar credit risk characteristics could separately be tested. There was a separate test on
non-impairment financial assets (significant amount of individual and insignificant amount of
individual financial assets), including the test in financial assets with similar credit risk
characteristics. Confirmed the loss of individual financial assets, it should not be included test on
financial assets combination with similar credit risk characteristics.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

If there is objective evidence that an impairment loss occurred on an available-for-sale financial
asset, the cumulative loss arising from the decline in fair value that had been recognized directly
in equity is removed from equity and recognized as an impairment loss in profit or loss. The
accumulated loss is the difference part, which initial cost minus redeemed principal and amortized
amount, current fair value, formerly impairment loss in profit. For an investment in debt instrument
classified as available-for-sale on which impairment losses have been recognized, if in a
subsequent period, its fair value increases and the increase could be objectively related to an
event occurring after the impairment loss was recognized in profit or loss, the previously
recognized impairment loss is reversed and recognized in profit or loss for the current year. For
an investment in an equity instrument classified as available-for-sale on which impairment losses
have been recognized, the increase in its fair value in a subsequent period is recognized in other
comprehensive profit directly.

Cessation of financial assets

If a financial assets meets any of the following requirements, it should not be recognized: DIf the
contractual rights for collecting the cash flow of the said financial asset are terminated; @ If the
financial assets is transferred and the Group has transferred nearly all of the risks and rewards
relating to the ownership of the financial assets to the transferee; @ If the financial assets is
transferred and the Group waive its control over the financial assets though it does not transfer or
retain nearly all of the risks and rewards relating to the ownership of the financial assets.

20



(9)
(@)
(iv)

(b)
(i)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Cessation of financial assets

If the Group has kept being transferred financial asset ownership on almost all the risks and
rewards, continues to confirm the financial asset, and amount achieved would be identified as a
pledge loan at the same.

If the recognition of a financial asset ceased, the difference between the carrying amount and the
sum of the consideration received and any cumulative gains or losses that had been recognized
directly in other comprehensive profit is included in the profit or loss.

Financial liabilities
Classification, recognition and measurement of financial liabilities

The Group's divided the issued financial instruments into financial liability or equity instrument
according to the arrangement essence of the financial instrument contract and the definition of
the financial liabilities and equity instruments. Financial liabilities should be classified into the
following categories when they are initially recognized: financial liabilities at fair value through
profit or loss and other financial liabilities.

- Financial Liabilities measured at fair value and the changes are recorded into the current
profits and losses

Financial liabilities at fair value through profit or loss Includes financial liabilities available for sale
and financial liabilities measured at fair value and the changes are recorded into the current
profits and losses. The Group recognizes financial liabilities measured at fair value and the
changes are recorded into the current profits and losses as financial liabilities measured at fair
value.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial liabilities (Continued)

Classification, recognition and measurement of financial liabilities (Continued)

Financial liabilities available for sale, which satisfies any of the following conditions, @ the
purpose of undertaking the financial liabilities would buy-back recently; @ as part of Identifiable
financial instruments combination in central management in initial recognition, and there could be
an objective evidence shows that the Group could management the combination by short-term
gaining profit recently; ® as derivative instrument, but not include designated as effective
hedging instruments, financial guarantee contract, equity instrument investment related which no
public price in active market and fair value cannot be reliably measured and settlement by
delivery.

Financial liabilities measured at fair value and the changes are recorded into the current profits
and losses could use fair value to subsequent measurement, the profit or loss on fair value and
related dividends and interests expenses should be credited in current profit and loss.

- Other financial liabilities

The Group’s financial liabilities comprise other financial liabilities such as loans and payables.

Payables comprise notes payable, accounts payable, other payable Items, are initially recognized
at fair values and subsequently measured at amortised cost using the effective interest method.

Loans and bonds are initially recognized at fair value minus transaction costs and subsequently
measured at amortised cost using the effective interest method.

The term under 1 year(including lyear) of other financial liabilities, should be presented as
current liabilities; The term above lyear but expired within 1year in balance sheets, should be
presented as non-current liabilities due within one year; others should be presented as
non-current liabilities.
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Summary of Significant accounting policies and accounting estimates (Continued)
Financial instruments (Continued)

Financial liabilities (Continued)

Cessation of financial liabilities

Financial liabilities are derecognized when it is extinguished, that is when the obligation specified
in the contract is discharged, could be celled or expired. The Group (debtor) signed an agreement
with creditors, adopt a way to undertake a new financial liability to replace the existing financial
liability, and contract item of the new financial liabilities was different of the existing financial
liability substantially, stopped the the existing financial liability, and confirm the new financial
liability at the same. The difference between the carrying amount of cessation part of financial
liability and the consideration paid should be recognized in profit or loss.

The offset of financial assets and financial liabilities

Financial assets and financial liabilities could be shown in the balance sheet separately, not offset
each other. But when the Group has confirmed legal rights of offset financial assets and financial
liabilities, and now this kind of legal rights could be executed, at the same time, the Group plans
to netting or cash the financial assets and pay off the financial liability at the same time, the
amount after offset of financial assets and financial liabilities to each other listed in the balance
sheet.

Receivables
Individually significant receivables subject to separate impairment assessment

g/lrﬁj(;)l;n?rlterlon or amount standard of single Single amount is more than 100 million yuan.
Withdrawing bad-debt provison according to
the difference between the expected future
cash flow of accounts receivable and the book
value.

Debts receivables of withdrawing bad-debt provision according to the credit risk characteristics

combination

Methods of calculation of major combined
single of single amount withdrawing the
bad-debt provision.

Methods of calculation of withdrawing bad-debt provision according to the credit risk characteristics
combination

Combination 1: Aging analysis According to the business nature, affirm credit risk

characteristics

Combination 2: No provision for bad According to the business nature, affirm non-credit risk

debts

characteristics

In combination, using the method of aging provision for bad debts

Aging Provision for impairment Provision for impairment
of receivables of other receivables

Within 1 year 5% 5%
1to 2 years 10% 10%
2 to 3years 30% 30%
3to 4 years 50% 50%
4to 5 year 80% 80%
Over 5 years 100% 100%
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Summary of Significant accounting policies and accounting estimates (Continued)
Receivables (Continued)

Individually insignificant receivables subject to separate impairment assessment

There is objective evidence that the Group
would not be able to recover all funds
according to the original receivables terms
Withdrawing bad-debt provison according to
the difference between the expected future
cash flow of accounts receivable and the book
value.

The reason of withdrawing bad-debt provision
individually

Provision for bad debt provision method

Inventories
Classification

The inventories of the Group are recorded at initially cost. Inventory includes raw materials,
material purchasing, work in process — outsourced goods in process, finished goods, Turnover
materials, cost of real estate development, product of real estate development and Construction
contract-completed and unsettled, etc.

Measurement method of inventories

Cost of inventories is determined using first-in, first-out method or weighted average method. The
cost of finished goods and work in progress comprises raw materials, direct labour and an
allocation of production overheads incurred based on normal operating capacity.

The determination of inventories net realizable value of and withdrawing of Inventory revaluation
reserve

On the balance sheet date, the inventory was measured at lower of cost and net realizable value.
The inventory revaluation reserve is withdrawed by the balance according to inventories cost
higher than inventories net realizable value. The amount of inventories net realizable value is
depended on estimated selling price minus the estimated cost until project completement,
estimated selling expenses and related taxes and dues. That determining the net realizable value
of inventories based on the obtain evidence, consider the purpose of holding inventories as well
as the impact of events occurring after the date of the balance sheet at the same time.

After provision for inventory write-down, if the previous influence factors of write-downs in stock
value have disappeared, and inventory net realizable value is higher than its book value, the
original provision for inventory write-down amount should be turned back, the amount included in
the current profits and losses.
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Summary of Significant accounting policies and accounting estimates (Continued)
Inventories (Continued)

The Group adopts the perpetual inventory system.

Amortization of low cost consumables and packaging materials

Consumable items comprise low cost consumables and packaging materials that are sold by
one-time write-off or sub-amortization according to the actual situation.

Accounting policy of cost of real estate development, product of real estate development

Development cost and properties under development mainly include payments for the land
transferring fees, basic facilities expenditure, construction and installation expenses, capitalised
borrowing costs before development project completion and other expenses in the development
process. Development cost is recorded as actually occurred; expenses of public facilities
approved by the related government authorities, such as roads, should be included in the
development costs, and specified clearly by accounting objects and projects. The cost of product
of real estate development should carry forward by actual cost.

Construction contract-completed and unsettled

Construction contracts are measured by actual cost, including incurred and contract related from
the constract start day to finish day. The project could be resented at aggregate costs incurred
and aggregate profits (or losses) recognized less settled payments and anticipated loss.

The excess of aggregate cost incurred and aggregate profits (or losses) over settled payments
are presented as completed and unsettled. The excess of settled payments over aggregate costs
incurred and aggregate profits (or losses) are presented as settled and uncompleted.

Long-term equity investments

Long-term equity investments comprise the Company's equity investments insubsidiaries, and
the Group's equity investments in jointly controlled entities and associates.

Subsidiaries are the investees over which the Company is able to exercise control; Joint ventures
are the investees over which the Group is able to exercise joint control together with other
venturers. The joint venture refers to the Group control the enterprise together with the other joint
venture partner and be entitle to the right of the net assets.

Subsidiary investment business accounting according to the cost method in the company's

financial statements ; Joint ventures and associated enterprises investment accounting in the
equity method.
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Summary of Significant accounting policies and accounting estimates (Continued)
Long-term equity investments (Continued)
The determination of cost of investment

For a long-term equity investment caused by enterprise merger: if the merger enterprise was
under the same control, take the share booked value of owner’s equity of the combined party in
the financial statements of the control side on combining date; if the merger enterprise was not
under the same control, take combining cost as investment cost of long-term equity investment.
For a business combination not under the same control and implemented through multiple
transactions, the cost of long-term equity investment was the sum of the book value of the equity
holding before the acquisition date and added investment cost on the acquisition date.

The long-term equity investment acquired from the ways other than business merger: for the
long-term equity investment acquired from cash payment, the purchase price actually paid should
be treated as the initial investment cost; for the long-term equity investment acquired from the
issue of equity securities, the fair value of the issued equity securities should be treated as the
initial investment cost.

Subsequent measurement and profit and loss confirmation method

For long-term equity investments accounted for using the cost method, investment income is
recognized in profit or loss for the cash dividends or profit distribution declared by the investees.

For the long-term equity investment calculated through equity method, the initial investment cost
should be the long-term equity investment cost in the case that it is more than the fair value share
of investee’s net identifiable assets which should be enjoyed at the time of investment; while the
balance should be included in current profits and loss and the long-term equity investment cost
should be increased accordingly in the case that the initial investment cost is less than the fair
value share of investee’s net identifiable assets which should be enjoyed at the time of
investment.

Under the equity method of accounting, the Group recognises the investment income according
to its share of net profit or loss of the investee. Confirmation of the invested entity should base on
identifiable fair value of all kinds of assets, according to the accounting policy and accounting
period of the Group, and adjust the net profit of the invested entity. Confirmation of the net
deficiency of the invested entity should be limited to the book value of the long-term equity
investment and the long-term rights and interests of net investment to the invested entity
substantively are reduced to zero, but the Group responsible for the obligation to undertake extra
losses, For the expected liabilities meet or have stipulated in the contingency standard terms, the
Group continue to confirm the investment losses and accounting as an estimated debts.For the
other changes of owner’s equity except net profits, other comprehensive income and distribution
of profits losses of the invested entity, the Group adjust the book value of the long-term equity
investment and included in the owner's equity. The share of the investee's profit distribution or
cash dividends declared is accounted for as a reduction of the carrying amount of the investment
upon declaration. Transactions between the Group and the invested entity, the cast or sell assets
does not constitute a business, the unrealized insider trading profits and losses calculated the
part belong to the Group according to the shareholding ratio, to offset, and recognition the profit
and loss basis on this. Insider trading losses between the Group and the invested enterprise,
which is part of asset impairment loss, the corresponding unrealised losses should not be offset.
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Summary of Significant accounting policies and accounting estimates (Continued)
Long-term equity investments (Continued)
Basis of control over long-term equity investment

Control refers to the Group has power over the investee, by participating in the relevant activities
of the investors and have variable returns, and ability to use power to investee to influence its
return amount.

Common control refers to an arrangement to a share control in accordance with the relevant
agreement, and the arrangement of related activities could be decision with the agreement of all
participants sharing control.

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.

Group in determining whether could control or exert significant influence on the invested entity, is
considering the potential factors concerning the voting rights investing of convertible corporate
bonds and current executable warrants hold by enterprise and other parties.

Impairment of long-term equity investment

An impairment loss is recognized in profit or loss for the amount by which the carrying amount of
a long-term equity investment exceeds its recoverable amount (Note 4(18)).

Disposal of long-term equity investment

When disposing of a long-term equity investment, the difference between its book value and the
actual purchase price would be included in the current profits and losses.

Upon the Group lost control to the invested entity because of the disposal of part of equity
investment, if processed remaining shares be capable of implement the common control or
infliction the significant influences to the invested entity, Individual financial statements should
compiled according to the equity accounting method, and the remaining shares should be adjust
as measured equity method from beginning. If processed remaining shares do not be capable of
implement the common control or infliction the significant influences to the invested entity, it
would be recorded according to the confirmation of financial instruments and the relevant
provisions of the measure criterion, the difference between the book value and fair value of the
date of loss of control should be included in the current profits and losses.

For the other comprehensive income which was acquired before the Group achieve control to the
invested entity, and under the rights and interests accounting method and financial instruments
accounting recognition and measurement criteria, Group in accounting basis on the same date of
related assets and liabilities with the invested entity, investee net assets except net profit and
loss, other comprehensive income and distribution of profit which was accounted in equity
method would transfer to current profit and loss on the date of loss the control to investee. And
processed remaining shares measured by equity method, other comprehensive income and other
owners' equity carry-over in proportion. If the processed remaining shares treatment in
accordance with financial instruments recognition and measurement criteria, all other
comprehensive income and other owners' equity carry forward.
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Summary of Significant accounting policies and accounting estimates (Continued)
Investment properties

Investment properties, including land use rights that have already been leased out, buildings that
are held for the purpose of lease, and buildings under construction or development that are held
for future lease, are measured initially at cost. Subsequent expenditures incurred in relation to an
investment property is included in the cost of the investment property when it is probable that the
associated economic benefits would flow to the Group and its cost could be reliably measured;
otherwise, the expenditures are recognized in profit or loss in the year in which they are incurred.

The Group adopts the cost model for subsequent measurement of the investment properties.
Buildings and land use rights are depreciated or amortised to their estimated net residual values
over their estimated useful lives. The estimated useful lives, the estimated net residual values
expressed as a percentage of cost and the annual depreciation (amortisation) rates of the
investment properties are as follows:

Estimated useful Estimated residual Annual depreciation

Lives(Years) Value (%) (amortisation) rate (%)

Buildings 15-40 3-5 2.38-6.47
Land use rights 40-70 - 1.43-2.50

When an investment property is transferred to an owner-occupied property, it is reclassified as
fixed asset or intangible asset at the date of the transfer. When an owner-occupied property is
transferred for earning rentals or for capital appreciation, the fixed asset or intangible asset is
reclassified as investment property at its carrying amount at the date of the transfer.

The estimated useful life, net residual value of the investment property and the depreciation
(amortisation) method applied are reviewed and adjusted as appropriate at each year-end.

An investment property is derecognized on disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposal.
The net amount of proceeds from sale, transfer, retirement or damage of an investment property
after its carrying amount and related taxes and expenses is recognized in profit or loss for the
current year.

An impairment loss is recognized in profit or loss for the amount by which the carrying amount of
investment properties exceeds its recoverable amount (Note 4(18)).
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Summary of Significant accounting policies and accounting estimates (Continued)
Fixed assets
Confirmation

Fixed asset includes houses and buildings, machinery and equipment, motor vehicles and other
equipments.

Fixed assets refer to the tangible assets that holding for producing goods, providing labor
services, renting or business management and the service life was over a fiscal year. Fixed
assets are recognized when it is probable that the associated economic benefits would flow to the
Group and the related cost could be reliably measured. Fixed assets purchased or constructed by
the Group are initially measured at cost at the time of acquisition. During the restructuring of the
company, the fixed assets invested by state-ownedshare holders are recognized using assessed
value approved by state-owned assets administration department.

Subsequent expenditures incurred for a fixed asset are included in the cost of the fixed asset
when it is probable that the associated economic benefits would flow to the Group and the related
cost could reliably be measured. The carrying amount of the replaced part is derecognized. All
the other subsequent expenditures are recognized in profit or loss in the year in which they are
incurred.

Fixed assets depreciation method

Fixed assets are depreciated using the straight-line method to allocate the cost of the assets to
their estimated residual values over their estimated useful lives. For the fixed assets that have
been provided for impairment loss, the related depreciation charge is prospectively determined
based upon the adjusted carrying amounts over their remaining useful lives. The estimated useful
lives, the estimated residual values expressed as a percentage of cost and the annual
depreciation rates are as follows:

Estimated

useful Estimated Annual
Items Depreciation method Lives(Years) residual value  depreciation rate
Buildings Straight line method 15-40 3%-5% 2.38%-6.47%
Temporary
buildings Straight line method 3-5 3%-5% 19.00%-32.33%
structure
Machinery and gy aight line method 3-14 3%-5% 6.79%-32.33%
equipment
Motor vehicles Straight line method 5-12 3%-5% 7.92%-19.40%
others Straight line method 5-12 3%-5% 7.92%-19.40%
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Summary of Significant accounting policies and accounting estimates (Continued)
Fixed assets (Continued)
Confirmation and valuation & depreciation method of fixed assets under financing lease

The finance lease is a lease that transfers substantially all the risks and rewards incidental to the
ownership of an asset. A lessee usually should record the leased asset at an amount equal to the
fair value of the leased asset or the present value of the minimum lease payments, whichever is
lower, should recognise a long-term account payable at an amount equal to the amount of the
minimum lease payments, and should treat the difference between the recorded amount of the
leased asset and the long-term account payables as unrecognized finance charges (Note
4(26(2))).

In calculating the depreciation of a leased asset, the lessee should adopt a depreciation policy for
leased assets consistent with that for depreciable assets which are owned by the lessee. If there
is reasonable certainty that the lessee would obtain ownership of the leased asset when the lease
term expires, the leased asset should be fully depreciated over its useful life. If there is no
reasonable certainty that the lessee would obtain ownership of the leased asset at the expiry of
the lease term, the leased asset should be fully depreciated over the lease term or its useful life,
whichever is shorter.

Other description

Fixed assets are derecognized on disposal or when no future economic benefits are expected
from its use or disposal. The disposal proceeds less the carrying value and taxes are included in
profit or loss for the current year.

When the recoverable amount is less than its booking value of the fixed assets, book value are
reduced to the recoverable amount (Note 4(18)).

Construction in progress

Construction in progress is measured at actual cost. Actual cost comprises construction costs,
installation costs, borrowing costs that are eligible for capitalisation and other costs necessary to
bring the fixed assets ready for their intended use. Construction in progress is transferred to fixed
assets when the assets are ready for their intended use, and depreciation begins from the
following month.

When the cost of construction in progress exceeds the recoverable amount, the construction in
progress should be impaired and adjusted to the recoverable amount (Note 4(18)).
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Summary of Significant accounting policies and accounting estimates (Continued)
Borrowing costs

The borrowing costs that are directly attributable to the acquisition and construction of a fixed
asset that needs a substantially long period of time of acquisition and construction for its intended
use commence to be capitalised and recorded as part of the cost of the asset when expenditures
for the asset and borrowing costs have been incurred, and the activities relating to the acquisition
and construction that are necessary to prepare the asset for its intended use have commenced.
The capitalisation of borrowing costs ceases when the asset under acquisition or construction
becomes ready for its intended use, the borrowing costs incurred thereafter are recognized in
profit or loss for the current year. Capitalisation of borrowing costs is suspended during periods in
which the acquisition or construction of a fixed asset is interrupted abnormally and the interruption
lasts for more than 3 months, until the acquisition or construction is resumed.

For specific borrowings that have been taken out for the acquisition or construction of qualifying
assets, the amount of interest to be capitalised are the actual interest expense incurred on that
borrowing for the period less any interest earned from depositing the unused borrowed funds in
the banks or any investment income arising on the temporary investment of those funds.

For general borrowings that have been taken out for the acquisition or construction of qualifying
assets, the amount of interest to be capitalised are determined by applying a capitalisation rate of
general borrowings to the weighted average of the excess amounts of cumulative expenditures
on the asset over the amounts of specific borrowings during the capitalisation period.

During the period of capitalization, all the balance of exchange of foreign currency specialized
borrowings grant capitalization; all the balance of exchange of foreign currency general
borrowings account into current profit and loss.

Intangible assets

Valuation methods, useful life, devaluation testing

Intangible assets include land use rights, the mining right, the franchise use, software, patent and
proprietary technology. etc., and measured at cost. During the restructuring of the company, the
intangible assets invested by state-ownedshare holders are recognized using assessed value
approved by state-owned assets administration department.

Land use rights

Land use rights are amortised on the straight-line basis over their approved useful period of 40 to
70 years.

Mining rights

Mining rights are amortised on the unit-of-production basis according to the proved reserves.
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Summary of Significant accounting policies and accounting estimates (Continued)
Intangible assets

Valuation methods, useful life, devaluation testing

Concession assets

The Group engages in certain service concession arrangements in which the Group carries out
construction work for the granting authority and receives in exchange a right to operate the assets
concerned in accordance with the pre-established conditions set by the granting authority. The
assets under the concession arrangements may be classified as intangible assets or account
receivables from the granting authority.

During a certain period after the completion of the construction, the assets are classified as
financial assets if certain amount of money or other financial assets are receivable unconditionally
from the authorizing authorities. Also, if the authorizing authorities should compensate the
difference between the service charge and a certain limited amount, financial assets are also
recognized at the same time when revenue is recognized.

If the contract provides that in a certain operating period after the completion of the construction,
the company has the right to charge uncertain amount of service fees from customers, and this
right does not constitute an unconditional right to collect cash, intangible assets are also
recognized at the same time when revenue is recognized.

If the intangible assets mode is applicable, the Group would classify non-current assets related to
this concession arrangement as concession assets within intangible assets classification in the
consolidated balance sheets. Once the underlying infrastructure of the concession arrangements
has been completed, the concession assets would be amortised over the term of the concession
period on the straight-line basis or the traffic flow method.

If the financial assets mode is applicable, the Group would classify assets related to this
concession arrangement as financial assets in the consolidated balance sheets. Once the under
lying infrastructure of the concession arrangements has been completed, interest and losses
should be recognized during the concession period using actual interest rate method.

Software

Software are amortised on the straight-line basis over their estimated useful period of 3 to 5
years.

Patents

Patents are amortised on a straight-line basis over the patent protection period of 5 to 20 years as
stated in contracts.
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Summary of Significant accounting policies and accounting estimates (Continued)
Intangible assets

Valuation methods, useful life, devaluation testing

Periodical review of useful life and amortisation method

For an intangible asset with a finite useful life, review and adjustment on its useful life and
amortisation method are performed at each year-end.

When the recoverable amount of an intangible asset is lower than its book value, book value are
reduced to the recoverable amount (Note 4(18)).

Accounting policy of internal research and development spending

The expenditure on an internal research and development project is classified into expenditure on
the research phase and expenditure on the development phase based on its nature and whether
there is material uncertainty that the research and development activities could form an intangible
asset at end of the project.

Expenditure on the research phase is recognized in profit or loss in the year in which it is incurred.
Expenditure on the development phase is capitalised only if all of the following conditions are
satisfied:

- Itis technically feasible to complete the intangible asset so that it would be available for use;

- Management intends to complete the intangible asset, and use or sell it;

- It could be demonstrated how the intangible asset would generate economic benefits;

- Adequate technical, financial and other resources to complete the development and the ability
to use or sell the intangible asset; and

- The expenditure attributable to the intangible asset during its development phase could be
reliably measured.

Other development expenditures that do not meet the conditions above are recognized in profit or
loss in the year in which they are incurred. Development costs previously recognized as
expenses are not recognized as an asset in subsequent year. Capitalised expenditure on the
development phase is presented as development costs in the balance sheet and transferred to
intangible assets at the date that the asset is ready for its intended use.
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Summary of Significant accounting policies and accounting estimates (Continued)
Impairment of long-term assets

Fixed assets, construction in progress, intangible assets with finite useful lives, investment
properties measured using the cost model and long-term equity investments in subsidiaries, joint
ventures and associates are tested for impairment if there is any indication that an asset may be
impaired at the balance date. If the result of the impairment test indicates that the recoverable
amount of the asset is less than its carrying amount, a provision for impairment and an
impairment loss are recognized for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to
sell and the present value of the future cash flows expected to be derived from the asset.
Provision for asset impairment is determined and recognized on the individual asset basis. If it is
not possible to estimate the recoverable amount of an individual asset, the recoverable amount of
a Group of assets to which the asset belongs is determined. A Group of assets is the smallest
group of assets that is able to generate independent cash inflows.

Goodwill that is separately presented in the financial statements is tested at least annually for
impairment, irrespective of whether there is any indication that it may be impaired. In conducting
the test, the carrying value of goodwill is allocated to the related asset Groups or Groups of asset
Groups which are expected to benefit from the synergies of the business combination. If the result
of the test indicates that the recoverable amount of an asset Group or Group of asset Groups,
including the good would allocated, is lower than its carrying amount, the corresponding
impairment loss is recognized. The impairment loss is first deducted from the carrying amount of
goodwill that is allocated to the asset Group or Group of asset Groups, and then deducted from
the carrying amounts of other assets within the asset Groups or Groups of asset Groups in
proportion to the carrying amounts of other assets.

Once the above impairment of assets is recognized, it is not allowed to be reserved even if the
value could be recovered in subsequent period.
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Summary of Significant accounting policies and accounting estimates (Continued)
Long-term prepaid expenses

Long-term prepaid expenses include the expenditure for improvements to fixed assets under
operating leases, and other expenditures that have been made but should be recgonised as
expenses over more than one year in the current and subsequent periods. Long-term prepaid
expenses are amortised on the straight-line basis over the expected beneficial period and are
presented at actual expenditure net of accumulated amortisation.

Employee compensation
Accounting methods of short-term compensation

Employee compensation refers to the various remuneration or compensation provided by the
Group to obtain services or sever labor relation, including salary, bonus, allowance and subsidy,
welfare expense of employee, medicine insurance charge, industrial injury insurance premium,
Maternity insurance and housing funds, labor union expenditure and personnel education fund,
etc.

During the accounting period that the employees provide service, the actual short-term
compensation would be confirmed as liabilities by the Group, and would be included in current
profit and loss or relevant asset cost. Worker welfare funds of the Group record into the current
profits and losses or the relevant asset costs according to the actual amount. Non-monetary
worker welfare funds measurement in accordance with the fair value.

That Insurance premium of pay medical treatment, inductrial injury insurance, birth insurance
premium and other social insurance and housing accumulation fund and Labor union expenditure
and employee education expenses , during the accounting period the worker provide service to
the Group, calculate and determine the corresponding compensation amount according to the
stipulated provisions of withdrawing basis and total proportion, confirm the corresponding
liabilities, and recorded into the current profits and losses e or the relevant asset costs.

Accounting methods of welfare after-service
Welfare after-service was divided into set the escrow and set to benefit plans.

All staff of the Group participates in and enjoy the endowment insurance plan organized by local
government and fixed contribution, such social insurance scheme is regarded as setting in
escrow. The corresponding payment extract according to a proportion of staff total wages and not
exceed to upper limit, contribute to local labor and social security agency would be included into
relevant asset cost and current profit and loss during the period of the worker provide service to
Group.
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Summary of Significant accounting policies and accounting estimates (Continued)
Employee compensation (Continued)
Accounting methods of welfare after-service

The Group provides supplementary pension benefits to retired worker which was seen as setting
benefit plan. For setting benefit plan, the semi-annual and annual balance sheet date should
make actuarial valuation conducted by the independent actuary, determine the cost of providing
welfare with the expected cumulative welfare unit method. Setting benefit plan of the Group
include the following components of cost of worker pay @ Service costs, including the current
service cost, past service costs and the profit or loss in settlement. Current service refers to the
accrual of present worth of defined benefit obligation caused by the current period supplied
service of the worker. Past service cost refers to the increasing or decreasing of present worth of
defined benefit obligation caused by the modify of setting benefit plan relevant to previous
worker’s service.@ Set the debt interest expense of benefit plan;® remeasure change caused
by setting benefit plan liabilities.

This Group would include the above @ and @ into the current profits and losses; included ®
into other comprehensive income and do not return to the profit and loss in the subsequent
accounting periods, unless other accounting standards require or allow the worker welfare costs
included in the cost of assets.

Some subsidiaries of the Group provide retired employees health benefits to the retiree. Expected
costs of such benefits calculated according to same accounting policies with the setting benefit
plan.

Dismiss welfare and early retirement welfare

The dismiss welfare and employee retirement plan should be determined during the period that
the Group stipulates termination of employment terms with relevant employees, or after the
specific terms are notified to the employees. The dismiss welfare would be recognized by the
Group when the following promises have been made: @ When the labor relation or layoff
proposal could not be unilateral withdrawn by the Group and @ Conformation of the cost related
to the recombination of payment of dismiss welfare, and confirm which one is earlier, the liabilities
arising from compensation caused by the termination of labor relation, all of which should be
included in current profit and loss. In the condition of encouraging voluntary severance, the
dismiss welfare should be determined based on the expected number of employees who would
accept the proposal. The specific terms for termination and early retirement varies with the
position of employees, length of service, regions and other reasons.

The Group would provide early retirement welfare for the employees who accept the early
retirement arrangement. The early retirement welfare refers to the wage and social insurance
charges paid to the employees who haven’t reached the retirement age prescribed by the State,
that voluntarily leave the position after the approval of the Group’s management. The Group
would pay early retirement welfare to the early retired employees from the beginning of early
retirement arrangement to the date on which the employee reaches the retirement age prescribed
by the State. Accounting treatment would be handled towards early retirement welfare by the
Group based on the dismiss welfare. When the conformation criteria related to dismiss welfare
has been satisfied, the early retirement welfare that is planned to pay during the period from the
cease of service to normal retirement would be treated as the liabilities and included in current
profit and loss.
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Summary of Significant accounting policies and accounting estimates (Continued)
Anticipation Liabilities

Anticipation Liabilities are recognized when the Group has a present obligation, and it is probable
that an outflow of economic benefits would be required to settle the obligation, and the amount of
the obligation could be measured reliably.

A provision is initially measured at the best estimate of the expenditure required to settle the
related present obligation. Factors surrounding a contingency, such as the risks, uncertainties
and the time value of money, are taken into account as a whole in reaching the best estimate of a
provision. Where the effect of the time value of money is material, the best estimate is determined
by discounting the related future cash outflows. The increase in the discounted amount of the
provision arising from passage of time is recognized as interest expense.

If all or part of expenses of anticipation liabilities pay-off would need the third to do, the amount
should be recognized as assets separately and less than the book value when it could be mainly
confirmed.

On the date of compiling the balance sheet, the Group would re-check and adjust the book value
of the estimated debts, to reflect the current best estimate.

Current Obligations that the Group under a franchise contract must bear to overhaul the
management toll road and resurface the road surface might cause the outflow of economic profit,
the Group would include the obligations into anticipation liabilities when it' s amount could be
measured reliably.

Current Obligations that the Group under a pending litigation must bear to result of judgment of
lose a lawsuit might cause the outflow of economic profit, the Group would include the obligations
into anticipation liabilities when it's amount could be measured reliably.

Perpetual Capital Securities and others financial instruments

The Group issues perpetual capital securities and others financial instrument, which satisfies the
following conditions at the same time, could be as equity instruments.

The financial instrument excludes the contract obligation which delivery cash or other financial
assets to others, or exchange financial assets or financial liabilities with others.

In the future, financial instruments settlement should be or use enterprises own equity
instruments, if it is non-derivative instrument, excluding the contract obligation that delivery
variable number to settle.

Except above all, the other financial instruments which Group issues could be classified as
financial liabilities.

Perpetual capital securities and others financial instruments, whose interest expense or dividend

allocated should be as profit distribution, the change deal fees when buy-back or cancel should
be deduced from equity.
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Summary of Significant accounting policies and accounting estimates (Continued)
Revenue

Revenue is recognized when the economic benefits associated with the transaction would flow to
the Group, the related revenue could be reliably measured, and the specific revenue recognition
criteria have been met for each type of the Group’s activities as described below:

Sale of goods

Revenue from the sale of goods should be recognized only when all of the following criteria have
been met:

- The Group has transferred to the buyer the significant risks and rewards of ownership
relevant to the goods in questions;

- The Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

- The relevant amount of revenue could be measured reliably;

- Itiis highly probable that the economic benefits related to the transaction would flow into the
Group; and

- The relevant costs incurred or to be incurred could be measured reliably.

Construction contracts

If the outcome of a construction contract could be reliably estimated on the balance sheet date,
the contract revenue and contract costs should be recognized using the percentage of completion
method. The term "percentage of completion method" refers to a method by which the contractor
recognizes its revenues and costs in proportion to the stage of completion of the contracted
project.

The stage of completion of the contracted project is determined by proportion of the aggregate
cost incurred to the estimated contract cost.

The outcome of a fixed price contract could be estimated reliably when all of the following
conditions are concurrently met:

- The total contract revenue could be measured reliably;

- It is highly probable that the economic benefits related to the contract would flow into the
Group;

- The relevant costs incurred could be identified clearly and measured reliably; and

- Both the stage of completion and costs necessary to complete the contract could be
measured reliably.
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Summary of Significant accounting policies and accounting estimates (Continued)
Revenue
Construction contracts

The outcome of a cost plus contract could be reliably estimated when the following conditions are
concurrently met:

- It is highly probable that the economic benefits related to the contract would flow into the
Group; and

- The relevant costs incurred could be identified clearly and measured reliably.

On the balance sheet date, the contract revenue for the current year should be recognized on the
basis of the total contract revenues multiplied by the percentage of completion less the total
contract revenue recognized in previous years. Similarly, the contract expenses for the current
year should be recognized on the basis of the total estimated contract costs multiplied by the
percentage of completion less the total contract expenses recognized in previous years. Revenue
resulting from variations to the contract, claims, and incentive payments are recognized when
accepted by the other party.

On the balance sheet date, the contract revenue for the current year should be recognized on the
basis of the total contract revenues multiplied by the percentage of completion less the total
contract revenue recognized in previous years. Similarly, the contract expenses for the current
year should be recognized on the basis of the total estimated contract costs multiplied by the
percentage of completion less the total contract expenses recognized in previous years. Revenue
resulting from variations to the contract, claims, and incentive payments are recognized when
accepted by the other party.

When the outcome of a construction contract could not be estimated reliably, the Group should:

- Where contract costs could be recovered, the contract revenue should be recognized only to
the extent that contract costs incurred are expected to be recovered, with the contract costs
recognized as expenses in the year in which they are incurred; and

- Where contract costs could not be recovered, these costs should be recognized as expenses
promptly when incurred and no contract revenue may be recognized.
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Summary of Significant accounting policies and accounting estimates (Continued)
Revenue recognition (Continued)
Construction contracts (Continued)

If the contract is likely more than the total cost of the contract revenue, the expected losses
immediately recognized as expenses.

See Note 8 (10) (c) for the disclosure of several construction contracts of the Group.
Rendering of services

If the outcome of a construction contract could be reliably estimated on the balance sheet date,
the contract revenue and contract costs should be recognized using the percentage of completion
method. The term "percentage of completion method" refers to a method by which the contractor
recognizes its revenues and costs in proportion to the stage of completion of the contracted
project. The stage of completion of the contracted project is determined by proportion of the
aggregate cost incurred to the estimated contract cost.

Revenue from the rendering of services should be recognized only when all of the following
criteria have been met:

- The total contract revenue could be measured reliably;

- It is highly probable that the economic benefits related to the contract would flow into the
Group;

- The relevant costs incurred could be identified clearly and measured reliably; and

- Both the stage of completion and costs necessary to complete the contract could be
measured reliably.

When the outcome of rendering of services could not be estimated reliably, the Group should:

- Where rendering costs could be recovered, the rendering revenue should be recognized only
to the extent that rendering costs incurred are expected to be recovered, with the rendering
costs recognized as expenses in the year in which they are incurred; and

- Where rendering costs could not be recovered, these costs should be recognized as
expenses promptly when incurred and no rendering revenue may be recognized.
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Summary of Significant accounting policies and accounting estimates (Continued)
Revenue recognition (Continued)

Transfer of asset use rights

Revenue from transfer of asset use rights comprises mainly interest income, royalty income and
income from operating lease. These should be recognized only when all of the following criteria
have been met:

-It is highly probable that the economic benefits related to the transaction would flow into the
Group;

-The relevant amount of revenue could be measured reliably.

Interest income is recognized on a time-proportion basis using the effective interest method.
Royalty income is recognized based on the terms and conditions of the contract or agreement.
Income from an operating lease is recognized on a straight-line basis over the period of the lease.
Mining

Revenue from mining is recognized when the Group has transferred to the buyer the Significant
risks and rewards of ownership relevant to the goods and the Group retains neither continuing
managerial involvement to the degree usually associated with ownership nor effective control
over the goods sold.

Sales of properties

Revenue from sales of properties where buyers have little or no influence on the design of the
properties is recognized when the risks and rewards are transferred to the buyers, which occurs
when the construction of the properties have been completed and the properties have been
delivered to the buyers pursuant to a sales agreement, and the Group retains neither continuing
managerial involvement to the degree usually associated with the ownership nor effective control
over the properties sold.

Construction-business-transfer (" BOT ") business related income confirmation

Revenues and expenses during construction period are recognized in accordance with the
construction contract. After the completion of the project, follow-up revenues are recognized in
accordance with the general principals.

Government grants

Government grants are assistance by government in the form of transfers of monetary or
non-monetary assets, including tax rebates and financial subsidies.
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Summary of Significant accounting policies and accounting estimates (Continued)
Government grants(Continued)

Government grants should be recognized when there is reasonable assurance that the Group
would comply with the conditions attached to the grants and the grants would be received.
Monetary grants are measured at the amount received or receivable from the Government.
Non-monetary grants are measured at fair value.

Judgment date and accounting methods of the public subsidy relevant to the assets

The government subsidies pertinent to assets mean the government assets that are obtained by
enterprises used for purchase or construction, or forming the long-term assets by other ways.
Because the government subsidies were formed from long-term investment through construction
or other ways, so it was government subsidies relevant to the assets.

Government grants related to assets are initially recognized as deferred income and
subsequently amortised as income on a systematic and rational basis over the useful life of the
asset.

Judgment date and accounting methods of the public subsidy relevant to the benefit

Public subsidy relevant to the benefit means the public subsidy except relevant to the asset. The
public subsidy of the Group mainly including scientific research subsidy etc. As the public subsidy
was mainly for relevant expense and loss of enterprise, so it was the public subsidy relevant to
the benefit.

Public subsidy relevant to the benefit used for compensation the relevant expense and loss would
confirmed as deferred income, and be included into current profit and loss during the confirmation
period. The Public subsidy used for compensation past expense and loss would be include into
current profit and loss directly.

Relocation compensation due to the relocation for public interest

Relocation compensation due to the relocation for public interest as urban overall planning,
construction in reservoir areas, turn shantytowns into new housing areas and subsidence area
management, would be included into account payable special funds. For the compensation
belong to the loss of fixed assets and intangible assets, relevant cost expense, factory shutdown
losses and new construction asset, it should transfer into deferred income, and account the public
subsidy relevant to asset and profit, the surplus would be recorded as capital reserve.
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Summary of Significant accounting policies and accounting estimates (Continued)
Deferred tax assets and deferred tax liabilities

For the difference between the booking value of asset and liabilities project and the tax base, and
the difference between the booking value of undefined asset and liabilities project and the tax
base, using the balance sheet debt method confirmed deferred income tax assets and deferred
income tax liabilities.

Normally all taxable temporary differences are recognized the deferred income tax liabilities.
Confirmation of deferred income tax assets was limited with using the probably obtain to deduct
deductible temporary differences, deductible losses and taxable income of tax deduct.

Deferred tax asset is recognized for the deductible losses that could be carried forward to
subsequent years for deduction of the taxable profit in accordance with the tax laws. No deferred
tax liability is recognized for a temporary difference arising from the initial recognition of goodwill.
No deferred tax asset or deferred tax liability is recognized for the temporary differences resulting
from the initial recognition of assets or liabilities due to a transaction other than a business
combination, which affects neither accounting profit nor taxable profit (or deductible loss). At the
balance sheet date, deferred tax assets and deferred tax liabilities are measured at the tax rates
that are expected to apply to the year when the asset is realised or the liability is settled.

Deferred tax liabilities are recognized for temporary differences arising from investments in
subsidiaries, joint ventures and associates, except where the Group is able to control the timing of
the reversal of the temporary difference, and it is probable that the temporary difference would not
reverse in the foreseeable future. When it is probable that the temporary differences arising from
investments in subsidiaries, joint ventures and associates would be reversed in the foreseeable
future and that the taxable profit would be available in the future against which the temporary
differences could be utilised, the corresponding deferred tax assets are recognized.

The rest of the current income tax and deferred income tax expenses or benefits included in the
current profits and losses, except the current income tax and deferred income tax included into
other comprehensive income or Stockholders equity relevant to the deal and item of other
comprehensive income or Stockholders equity, and the book value of goodwill adjust of deferred
income tax from enterprise consolidation.
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Summary of Significant accounting policies and accounting estimates (Continued)
Deferred tax assets and deferred tax liabilities

The Group would remeasure the book value of deferred income tax assets on the date of balance
sheet. If there was not sufficient taxable income to offset the benefit of the deferred income tax
assets, then write-downs book value of the deferred income tax assets. When is likely to obtain
sufficient taxable income, the amount of write-down should be turned back.

When the Group legal rights of use netting current income tax assets and the current income tax
liabilities, and deferred income tax assets and deferred income tax liabilities are with the same tax
collection and administration departments related income tax rate to the same entity or are
related to different tax subject, but each has the importance in the future of the deferred income
tax assets and liabilities return period, involving tax subject intent to netting current income tax
assets and liabilities or assets, liquidation liabilities at the same time, the Group presentation the
net amount after offset the deferred income tax assets and deferred income tax liabilities.

Leases

A finance lease is a lease that transfers substantially all the risks and rewards incidental to
ownership of an asset. An operating lease is a lease other than a finance lease.

Operating leases

Lease payments are recognized on a straight-line basis over the period of the lease when the
Group is a lessee, and are either capitalised as part of the cost of related assets, or charged as
an expense for the current year.

Finance leases

The leased asset is recorded at the amounts equal to the lower of the fair value of the leased
asset and the present value of the minimum lease payments. The difference between the
recorded amount of the leased asset and the minimum lease payments is accounted for as
unrecognized finance charge and is amortised using the effective interest method over the period
of the lease. A long-term payable is recorded at the amount equal to the minimum lease
payments less the unrecognized finance charge.
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Summary of Significant accounting policies and accounting estimates (Continued)
Leases(Continued)
Accounting methods of sale and leaseback transaction

When the sale and leaseback transaction is determined as the financing lease, the difference
between the sales proceeds and the carrying value of the asset should be deferred, and
apportion according to the progress of the leased asset depreciation, and adjust depreciation
expense.

Other Summary of Significant accounting policies and accounting estimates
Dividend distribution

Dividend distribution is recognized as a liability in the period in which it is approved by the
shareholders.

Safety production costs

The Group would recognize safety production costs according to the stipulations of “assignment
of enterprise safety production costs extraction and use management method” and “enterprise
safety production extraction and use management method” by Treasury Department and State
Administration of Production Safety Supervision and Management (Caigi [2012] NO.16).

When the Group recognizes safety production costs, it should be included in the expense section
or current profits and losses of relevant products, and corresponding special stored fund is
added. When Group uses the accrued safety production cost, expenditure could direct offset
special stored fund. If the cost would be capitalized, it should be aggregated in construction in
progress at first, and transfer to fixed asset when the project is finished. The cost should offset
special stored fund and accumulated depreciation cost would be recognized at the same amount.
No more depreciation expense would be recognized in the future.

45



(27)

(©)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Summary of Significant accounting policies and accounting estimates (Continued)
Other Summary of Significant accounting policies and accounting estimates (Continued)
Segment information

The recognition basis and accounting policy

The basis of operation segment is inner organization structure, management requirement, inner
report system, and then as the basis of segment information.

The operation segment is a part , which satisfies the following conditions at the same time:
(i) Could produce revenue, and expense;

(i) The Group management layer should evaluate the operating results termly for allocating
resources and evaluation.

(iif) The Group could obtain the financial position, operating result and cash flow. If two or multi
part have similar economical character and meet certain conditions, could be as one.

The Group management layer would respectively evaluate the operating results, including
engineering and construction, property development, equipment manufacturing and resources
development, and focus on different segment in different areas further.

The accounting policy and recognition criteria of segment information should be the same as
compiling the financial statements.

The transfer transaction could be recognized by actual trade price. The segment revenue and

segment expense depends on each segment part. The segment assets or liabilities depend on
daily activities of operating segment.
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Summary of Significant accounting policies and accounting estimates (Continued)
Other Summary of Significant accounting policies and accounting estimates (Continued)
Important accounting estimate and judge

The Group needs to make judge, estimation and hypothesis on uncertain measurement financial
statement, because of uncertain operation activity, when use above accounting policy. The basis
is the history experiences and related factors. The actual result would be different with the
hypothesis of the Group.

The Group would termly review judge, estimation and hypothesis on the basis of sustainable
management. The change of accounting estimation would be recognized in current period when
just influence current; if influence the current and future, it should be recognized in current period
and future.

- The significant judge when using accounting policy

The Group has made the following significant judge, which has significant impact on the amount
of financial statement:

Perpetual Capital Securities

According to issue, the perpetual capital securities the Group issues, there is no certain expire
date. The Group has the right to defer the interest expense, and the real options of the
redemption belong to the Group. The Group could not undertake the contract obligation which
delivery cash or other financial assets to others, or exchange financial assets or financial liabilities
with others. If it meets the condition of the classification in Note 4(22), it could be recognized as
equity instruments. The detail could be found in Note 8(48).

- The critical assumptions and uncertain factors in accounting estimation
By the balance sheet date, the following significant accounting estimation and critical

assumptions would cause risk on significant adjustment of book values of assets and liabilities in
future 12 months.
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Summary of Significant accounting policies and accounting estimates (Continued)
Other Summary of Significant accounting policies and accounting estimates (Continued)
Important accounting estimate and judge (Continued)

Construction contract

The revenues of each contract would be recognized on the basis of the
“percentage-of-completion method” (contract cost should be estimated by management). If the
result of construction contract could not be reliably estimated, the revenues of the contract would
be recognized according to the retrieved actual contract cost and recognize contract expense as
occurred, when contract cost could be retrieved; recognize the cost as contract expense as
occurred when contract cost could not be retrieved. If the cost of contract is likely to be greater
than total contract revenue, expected loss should be immediately recognized, and full amount of
impairment loss is recognized. Because of special business nature of construction contract,
contract date and completion date usually belong to different accounting period. During
implementing the contract, the Group’s management would regularly review budgetary
contractual revenue, budgetary contract cost, percentage of completion and corresponding cost
incurred for contract. The numbers should be changed if situation changes. This amendment may
lead to the increase or decrease in revenues and costs and would be reflected in the income
statement during the construction period.

Bad-debt reserves

The Group could confirm the bad-debt reserves by recoverability of accounts receivable. When
there is evidence shows accounts receivable could not be taken back, bad-debt reserves would
be recognized. The recognition needs judge and estimation. If there is different between
re-estimate result and current estimation, it would influence period profit and book value of
accounts receivable

Estimated useful life and net residual value of fixed assets

The estimated useful life of fixed assets based on the historical experience of the actual residual
value and useful lives of fixed assets of similar nature and functions. Management would increase
the depreciation rate and dispose the idle or out-dated technical fixed assets when the lives get
shorter.

The fixed assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
each balance sheet date.
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Summary of Significant accounting policies and accounting estimates (Continued)
Other Summary of Significant accounting policies and accounting estimates (Continued)
Important accounting estimate and judge (Continued)

Loss from Asset Devaluation

At each balance sheet date, the Group would assess whether there is any indication that the
assets are impaired. The recoverable amount of the Group's assets were determined by the
higher of net value of fair value minus disposal costs and the present value of the expected future
cash flow from the assets.

At each balance sheet date, the Group would assess whether there is any indication that the
assets are impaired. The recoverable amount of the Group's assets were determined by the
higher of net value of fair value minus disposal costs and the present value of the expected future
cash flow from the assets. The impairment test is conducted in the current year by the Group
towards the assets which have signs of impairment. It is estimated that the discount rate applied
by the current value of future cash flow is 14.29%-17.33% of pre-tax discount rate (2014 :
13.44%-21.92%). According to the estimated recoverable amount, the Group has made
impairment for fixed assets, construction in process, intangible assets and goodwill, the
impairment amount could be attached in Note 8(18), Note 8(19), Note 8(21) and Note 8(22).

In the case that the management re-amends the income and gross profit rate adopted in the
calculation handled by asset unit and combination of assets Groups, if the income and gross
profit rate after amendment is lower than the present ones, the Group should re-amend the
recoverable amount of long-term assets to decide whether a further provision is needed for
impairment.

If management revises the pre-tax discount rate that was used in the calculation of the future
cash flows pre-tax discount rate, and the revised pre-tax discount rate was higher than the one
currently used, the Group would need to revise the recoverable amount of the long-term assets
and assess whether impairment is necessary.

If the actual revenue, margin or pre-tax discount rate is above or below the management’s
estimates, impairment losses provided in previous years should not be reversed.
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Summary of Significant accounting policies and accounting estimates (Continued)
Other Summary of Significant accounting policies and accounting estimates (Continued)
Important accounting estimate and judge (Continued)

Taxation

The Group is subject to income taxes in several jurisdictions. There are many transactions and
calculations for which the ultimate tax determination is uncertain. Judgment is required in
determining the provision for income taxes in each of these jurisdictions. Where the final tax
outcome of these matters is different from the amounts that were initially recorded, such
differences would impact the current and deferred income tax assets and liabilities in the year in
which such determination is made.

If the management expects that taxable profit which could be used to offset temporary differences
or losses is likely to incur in the future, recognise deferred tax assets related to the temporary
differences or losses. The difference between the expected amount and the original estimation
would impact the recognition of deferred tax asset. If the management expects that taxable profit
could not be offset, then no deferred tax assets are recognized.

Retirement and liabilities for early retirement welfare

The Group regards post-employment benefit plan as a liability. These post-employment
obligations depend on a number of assumptions. The assumptions include discount rate, future
wages and healthcare costs and other factors. The difference between the final outcome and
initial estimates is amortized into the current year in accordance with the relevant accounting
policy. Any significant changes to the above assumptions would impact the recognition of these
post-employment obligations.
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Summary of Significant accounting policies and accounting estimates (Continued)

There was no important accounting estimate change and the early stage of the error correction
matters.

Taxation

The types and rates of taxes applicable to the Group are set out below:

Type Taxable base Tax rate
Corporate income tax Taxable income 25%
Value added tax (“WAT”) Taxable value added amount (Tax

payable is calculated using the taxable
sales amount multiplied by the effective

tax rate less deductible VAT input of 6%, 11%, 13% and

current year) 17%
Business tax Taxable turnover 3% and 5%
City maintenance Payment of value-added tax, business
and construction tax tax

and consumption tax 5% and 7%
Land appreciation tax Taxable value added amount of the

transferred Real Estate property 3%
Corporate income tax Taxable income 30% to 60%

According to “Circular on Printing and Issuing the Pilot Proposals for the Change from Business
Tax to Value-Added Tax”( Caishui [2011] No.110)and “Circular on Printing and Issuing the Pilot
Proposals for the Transportation Industry and Part of Modern Service Industry Change from
Business Tax to Value-Added Tax ” (Caishui [2013] No.37)from Ministry of Finance and State
Administration of Taxation, the units and individuals who provide transportation industry and part
of modern service industry service in the territory of People’s Republic of China are VAT payers.
Taxpayers providing taxable services should pay VAT and no longer pay sales tax.

On March 23, 2016, Ministry of Finance printed the “Circular on comprehensive launched the
Pilot Proposals for the Change from Business Tax to Value-Added Tax’(Caishui [2016] No.36),
from May 1,2016, in the whole nation launched the business tax to value-added tax(Yinggaizeng)
pilot, the business tax payer in construction, real estate, finance, services industry would pay
value-added tax

The Group's subsidiaries have implemented “Pilot Proposals for the Change from Business Tax
to Value-Added Tax” in accordance with the requirements of above notification.
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Taxation(Continued)

The group exists overseas operating entity:

Taxpayers

MCC Argentina Mining Co., Ltd.

MCC Luba International Construct (Private) Co., Ltd.
MCC International Venezuela Co., Ltd.

China ENFI (Namibia) Co., Ltd.

Ecuador Corporation Wuhan Surveying-geotechnical Research Institute Co.,

Ltd. of MCC

China First Metallurgical India (Private) Co., Ltd.
MCC Australia Holding Co., Ltd.

MCC Australia Three Gold Mining Co., Ltd.

MCC Western Australia Mining Co., Ltd.

MCC Overseas LTD Malaysia Co., Ltd.

MCC Real Estate Group Malaysia Co., Ltd.
CISDI UK Engineering Holdings Co., Ltd.

MCC Tiangong (Cambodia) Engineering Co., Ltd.
MCC 22 Russia Co., Ltd.

MCC Overseas Cambodia Co., Ltd.

China Jingye Construction (Singapore) Co., Ltd.
MCC Real Estate Group Singapore Co., Ltd.
MCC Real Estate Group Potong Pasir Co., Ltd.
MCC International Trade (Hong Kong) Co., Ltd.
MCC Overseas Hong Kong Co., Ltd.

Hong Kong Nanhua International Engineering Co., Ltd.
Xionghui Investment Co., Ltd.

MCC Real Estate Group Hong Kong Co., Ltd.
MCC CISDI Brazil GUSA Project Co., Ltd.

Mongolia Corporation MCC Tiangong Construction Co., Ltd.

MCC Holding (Hong Kong) Corporation Limited

MCC 20 India and Indonesia Construction Co., Ltd.

MCC Ramu NiCo Limited

Ruimu Ni-co Management (MCC) Co., Ltd.

MCC Group Copper Zinc Co., Ltd.

MCC Jiangxi Copper Mining Aynak Copper Mine Co., Ltd.
MCC Duddar Zinc-lead Mine Development Co., Ltd.

MCC Group Resource Development Co., Ltd.
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35%
35%
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33%

33%

32.45%
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Taxation(Continued)
Preferential tax policies
Western Development Zone preferential tax policy

According to the Ministry of Finance’s ‘Caishui [2001] No. 202’, namely ‘Notification by the
Ministry of Finance, State Administration of Taxation and General Administration of Customs of
the PRC on the Western Development Zone preferential tax policy’, document ‘Guoshuifa [2002]
No.47 the Ministry of Finance, General Administration of Customs of the PRC, State
Administration of Taxation jointly issued by Caishui [2011] No. 58 ‘The Tax Policies
Announcement on the Implementation of the Western Development Strategy "(hereinafter
referred to as the" notice "), which clearly further support for the Development of the Western
Region's package of tax policy. The implementation of the Notice was implemented since
January 1, 2011. In order to encourage industrial enterprises located in the western regions, the
"notice" regulated, from January 1 2011 to December 31, 2020, that these enterprises use the
reduced income tax rate of 15%. Upon the approval of local tax bureau, the following companies
could apply the Western Development Zone preferential tax treatment as follows:

MCC-SFRE Heavy Industry Equipment Co., Ltd should pay enterprise income tax at the tax rate
of 15% from 2006 to 2020.

China Metallurgical Construction Engineering Group Co., Ltd should pay enterprise income tax at
the tax rate of 15% from 2007 to 2020.

Chongging Zhongye Real Estate Development Co., Ltd, Chongging Zhongye Estates
Management Co., Ltd, Chongging CISDI Engineering Consult Co., Ltd, Chongging CISDI
Thermotechnical Environment Engineering Technology Co., Ltd, MCC CISDI Engineering
Technology Holding Co., Ltd, Chongging CISDI Smelt Equipment System Integrated Engineering
Technology Research Center Co., Ltd, Chongging CISDI Heavy Industry Equipment Co., Ltd,
Chongging CISDI Estates Management Co., Ltd, Xi’an Electric Furnace Institute Co., Ltd ,
would pay enterprise income tax according at a reduced tax rate of 15% from 2011 to 2020.

Chongqging CISDI Production Drawing Review and Consult Co., Ltd, China Metallurgical
Construction Engineering Group Chongging Steel Construct Co., Ltd, China Metallurgical
Construction Engineering Group Chongging Heyuan Concrete Co., Ltd would pay enterprise
income tax according at a reduced tax rate of 15% from 2015 to 2020.
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Taxation(Continued)
Preferential tax policies(Continued)
High and New technology enterprises

The following companies are categorised as high and new technology enterprises according to
the technological office at provincial level and therefore enjoyed related preferential tax policies
for high and new technology enterprises.

BERIS Engineering and Research Corporation, Beijing Tieforce Drive Machine Co., Ltd, CISDI
Electric Technology Co., Ltd, Wuhan Surveying-geotechnical Research Institute Co., Ltd of MCC
would pay enterprise income tax at the tax rate of 15% from 2012 to 2015.

Beijing Sida Jianmao Technology Development Co., Ltd, MCC, MCC Hanjie Technology Co., Ltd,
Zhongye Energy Conservation and Environmental Protection Co., Ltd, Wuhan Research Institute
of Metallurgical Construction of MCC, Northern (Dalian) Engineering and Technology
Corporation of MCC, Zhongye Jiaonai (Dalian) Engineering Technology Co., Ltd, WISCODRI
Wugang Engineering Co., Ltd, WISCODRI Handan Wupeng Furna Linings New Materials Co.,
Ltd would pay enterprise income tax at the tax rate of 15% from 2013 to 2015.

CISDI Shanghai Engineering Technology Co., Ltd, Hunan Zhongye Changtian Heavy Industry
Technology would pay enterprise income tax at the tax rate of 15% from 2013 to 2016.

Shanghai Baoye Engineering Technology Co., Ltd, Central Research Institute of Building and
Construction Co., Ltd, china Jingye Engineering Co., Ltd, Beijing Metallurgical Nuclear
Technology Development Co., Ltd, China 19th Metallurgical Group (Fangcheng gang) Equipment
Structure Co., Ltd, China 17th Metallurgical Group Corporation, China 5th Metallurgical Group
Corporation, Wuhan Huaxia jingchong Technology Co., Ltd, China First Metallurgical Group
Corporation, Beijing ENFI Environmental Protection limited liability company, Beijing ENFI
Environmental Protection Technology Co., Ltd, Zhongye Huatian Nanjing Engineering
Technology Co., Ltd, Zhongye Huatian Engineering Technology Co., Ltd, Zhongye Huatian
Nanjing Industrial Furnace Co., Ltd, MCC Communication Construction Group Co. Ltd,
WISCODRI (Wuhan) Automatic Co., Ltd, WISCODRI (Wuhan) Weishi Industrial Furnace Co.,
Ltd, WISCODRI Engineering Technology Co., Ltd, Wuhan Dushi Environmental Protection
Engineering Technology limited liability company, WISCODRI (Wuhan) Information Technology
Co., Ltd, Shen Kan Engineering and Technology Co., Ltd would pay enterprise income tax at
the tax rate of 15% from 2014 to 2016.

CERISTAR Electric Co., Ltd, CERI Phoenix Industrial Furnace Co, Ltd, CERI Seri Graphic
Information Technology Co., Ltd, CERI Ruixin Changcai Engineering Technology Co., Ltd, CERI
Zeyu Energy and Protection Technology Co.,Ltd, CERI Jiayu Eco Technology Co. ,Ltd, CERI
Zhixing Technology Co., Ltd, Capital Engineering& Research Incorporation Limited, CERI Dingyu
Management System Co., Ltd, CERI Huayu Construction Design Research Co. ,Ltd, Zhongye
Changtian International Engineering Co., Ltd, Hunan Changtian Automatic Control Engineering
Co., Ltd, would pay enterprise income tax at the tax rate of 15% from 2014 to 2017.
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Taxation(Continued)
Preferential tax policies(Continued)
New technology enterprises(Continued)

The enterprises including Baotou Beilei CCTEC Engineering Technology Co., Ltd, China ENFI
Engineering Technology Co., Ltd, MCC-SFRE Heavy Industry Equipment Co., Ltd., Shanghai
Zhongye Environment Engineering Technology Co., Ltd, MCC Baogang Technology service Co.,
Ltd, Shanghai Zhida Electronic Limited Company,Shanghai 13rd Construction Co., Ltd,China
Huaye Group Company Limited, Beijing Yuanda International Consulting Limited Company,
Beijing Niuweixun Construction Engineering Technology Limited Company, Tianjin Yejian
Special Material Limited Company, Beijing MCC Equipment Research and Design Institute
Limited Company, China MCC 19 Group Co., Ltd, China MCC 5 Group Shanghai Co., Ltd,
Wuhan Yiye Steel Structure Co., Ltd, Luoyang China Silicon Corporation Ltd, Zhongye Huatian
Nanjing Electric Engineering Technology Co., Ltd, MCC(Beijing) Traffic Technolgy Development
Limited Company, MCC CCTEC Technology Engineering Co., Ltd, Beijing Kingway Welding
Materials Limited Company would pay enterprise income tax according at a reduced tax rate of
15% from 2015 to 2017.

Ma’anshan MCC 17 Engineering Technology Limited Company, Beijing CERI Kelin Environment
Technology Limited Company, CERI (Qinhuangdao) Engineering Technology Co., Ltd CERI
(Yangzhou) Metallurgy Industry Limited Company would pay enterprise income tax according at
a reduced tax rate of 15% from 2015 to 2018.

Other major tax breaks

According to the relevant tax preference provision for environmental protection project in article
eighty-eight of the chapter forth of the decree of the state council of the People's Republic of
China No. 512, “Enterprise Income Tax Law and Implementation Rules of the People's Republic
of China”. Order of the president of the people's Republic of China [2007] No. 63.

MCC Qinhuangdao Water Co., Ltd and MCC Funing Water Co., Ltd belong to the enterprise of
environmental protection and energy and Water saving project, enjoy tax preference of income
tax, enjoy the policy” three of three-free" from the first operating income taxable year. MCC
Qinhuangdao Water Co., Ltd, MCC Funing Water CO., LTD, It begins since 2010, and 2015 is
still in the grace period, applicable tax rate is 12.5% in 2015.

Lai 'an county MCC Huatian Water Co., Ltd, Shouguang Chengbei MCC Water Co., Ltd, MCC
Huangshi City Water Co., Ltd, Lanzhou CIC Water Co., Ltd, MCC Liu'an city Water Co., Ltd,
MCC Ma’anshan City Water Co., Ltd, Xiaogan Zhongshe Co., Ltd, Beijing Zhongshe Water
treatment Co., Ltd, belong to the enterprise of environmental protection, enjoy the policy” three of
three-free" from the first operating income taxable year.

Of which, the beginning date of Lai 'an county MCC Huatian Water Co., Ltd and Shouguang
Chengbei MCC Water Co., Ltd were from 2010, applicable tax rate is 12.5% in 2015; the
beginning date of Huangshi City MCC Water Co., Ltd was from 2011, applicable tax rate is 12.5%
in 2015; Lanzhou CIC Water Co., Ltd was from 2012, applicable tax rate is 12.5% in 2015; the
beginning date of, Liu’an city MCC Water Co., Ltd, MCC Ma’anshan city Water Co., Ltd was from
2014, applicable tax rate is zero in 2015; Xiaogan Zhongshe Co., Ltd, Beijing zhongshe Water
treatment Co., Ltd, was from 2015applicable tax rate is zero in 2015.
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Taxation(Continued)
Preferential tax policies (Continued)
Other preferential tax policies(Continued)

According to “Enterprise income tax law of the People's Republic of China.” third paragraph of
article 27 and “Enterprise Income Tax Law and Implementation Rules of the People's Republic of
China” article 87, approved by tax authority, ENFI New Energy Co., Ltd, enjoy the policy “three of
three-free” from 2012, and enjoy High and New technology, applicable tax rate is 7.55 % in 2015.

Xiangyang ENFI Green Energy Co., Ltd enjoys the policy” three exemption, three half " from
2012, applicable tax rate is 12.5% in 2015.In addition, the 10% of investment amount of energy
conservation and environmental protection equipment could be offset from tax amount payable,
any excess amount may be carried forward and deductible in the following 5 tax years. The grace
period starts from 2014 to 2018.

According to the statement of “the notice of execution the income tax preferential policy related
issue of software enterprise”, MCC CISDI Chongqing Information Technology Co., Ltd enjoys the
preferential policy of “two exemption, three half” from 2011.,applicable tax rate is 12.5%.

According to the Ministry of Finance, State Administration of Taxation “notice of added-value tax,
business tax and corporate income tax to promote the development of energy saving service
industry” (Caishui [2010] No.110): for eligible energy conservation service company
implementation of contract energy management project, the business tax taxable income, it
should be temporarily exempt from the business tax and exempt from the corporate income tax
from year 1 to 3, and collect half of the amount of statutory tax rate from year 4 to 6.

Hunan MCC Changtian Energy Conservation and Environmental Protection Technology Co., Ltd
owns several contract energy management projects, different projects calculate own’s income of
tax, since first operating income year, could enjoy the preferential policy of “three exemption,
three half”.
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Taxation(Continued)
Preferential tax policies and official documents (Continued)
Other preferential tax policies(Continued)

According to the Ministry of Finance, State Administration of Taxation “Continue to implement the
small profit-making enterprise income tax preferential policies” [2015] No. 34,” The enterprise
income tax law” article 28 and “Enforcement Regulation” article 92:

Jilin Zhongye CRIBC Tenement Service Co., Ltd, Tianjin Weishi Engineering Detection Co., Ltd,
Tianjin Xinbin Engineering Technology Detection Co., Ltd, Zhongye Fireproofing Detection
Center, Shanghai Zhongye Baogang Technical and vocational skills training center, Shanghai
Baoye Light steel Co., Ltd, Shanghai Baoye Group Dalian Construction Engineering Co., Ltd
accords to small low-profit enterprises, applicable tax rate is 20 % in 2015.

Industrial Construction Magazine Agency, Beijing Anhui Estate Management Co., Ltd, Beijing
Jinggiu Energy saving New-tech Development Company, Dalian Fenglin Safety Assesment
Examine and Insult Co., Ltd, Beijing Xinpeng Energy Technology Co., Ltd, Beijing Xinguang
Technology Co., Ltd, MCC Metallurgical Construction Engineering Group Chongging Estates
Management Co., Ltd, MCC Metallurgical Construction Engineering Group Bengbu Construction
Engineering Co., Ltd, Pudding Magazine (Hubei) Co., Ltd, is applied to criterion of small low-profit
enterprises from 2015 to 2017, enjoyed preferential tax rate is 20% in 2015.

Of which, Shanghai Baoye Light Steel Co., Ltd, Shanghai Baoye Group Dalian Construction
Engineering Co., Ltd, Beijing Xinpeng Energy Technology Co., Ltd, Beijing Xinguang Science
and Technology Co., Ltd, MCC Metallurgical Construction Engineering Group Chongging Estates
Management Co., Ltd, MCC Metallurgical Construction Engineering Group Bengbu Construction
Engineering Co., Ltd, Pudding Magazine (Hubei) Co., Ltd, the income could enjoy 50% reduced
according to the preferential tax policy.

According to the State Administration of Taxation “Notice of Corporate income tax Preference
Management of Resource Multipurpose Utilization” , since 1, January, 2008, the income from
the resource which was as main material to produce nation non-restriction and non-prohibition
product that accords to nation and industry related standard, could at a reduced 90% as
enterprise current year taxable income total amount.

City Environment Protection Energy Development Dafeng Co., Ltd, Shanghai Baoye Industry
Technology Service Co., Ltd could enjoy above preferential tax policy.
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Taxation(Continued)
Preferential tax policies and official documents (Continued)

Other preferential tax policies(Continued)

According to “Enterprise income tax law of the People's Republic of China.” “Enterprise Income
Tax Law and Implementation Rules of the People's Republic of China”(state council order No.
512) and “notice of income tax preferential policy for the enterprise arranging employment of
person with disability” (Caishui[2009] No. 70), the enterprise arranging employment of person
with disability calculate the taxable income deduction 100% of the wages of disability base on
deduction real wages.

MCC Baogang Technology service Co., Ltd., Shanghai Baohong Industry & Trade Industrial Co.,
Ltd. China MCC 19 Group Co., Ltd, China MCC 19 Group property Services Co.Ltd, Tianjin MCC
20 Group Co., Ltd, could deduction 100% wages of disability before calculating the enterprise
incoming tax in 2015.

According to SAT “Notice of Enterprise research and development costs deduction management
method before tax (trial)” ([2008] No.116) research and development expenses relevant to
high-tech fields in the national key support project allow 50% deduction the current taxable
income of the actual amount of research and development cost. The following subsidiary enjoy
the preferential tax policy:

The enterprises including Beris Engineering and Research Corporation, Baotou Beilei High and
New Technology Development Co., Ltd, enjoy the preferential tax policy from 2008 to 2016.

The enterprises including MCC Baogang Technology service Co., Ltd, Shanghai Baoye industry
technology service Co., Ltd, Shanghai Zhongye Environment Engineering Technology Co., Ltd
(Shanghai Baoye steel slag comprehensive development industrial Co., Ltd), Shanghai Baojiuhe
Fire proofing materials Co., Ltd, China MCC 20 Group Co., Ltd,China MCC 19 Group Co., Ltd,
China MCC 19 Group(Fangcheng Port) equipment structure Co., Ltd, China MCC 19 Group
Chengdu Construction Co., Ltd, Panzhihua Tianyu engineering detection Co., Ltd, Tianjin MCC
20 Co., Ltd, MCC Tiangong Group Corporation Limited. China MCC 5 Group Co., Ltd, China
MCC 5 Group Shanghai Co., Ltd,China MCC First Group Co., Ltd, Wuhan Yiye Steel Structure
Co., Ltd, Wuhan Huaxia Fine Blanking technology Co., Ltd, MCC Wuhan Metallurgy Building
Research Institute Co., Ltd,MCC Huatian Engineering Technology Co., Ltd, MCC Huatian
Nanjing Engineering Technology Co., Ltd, South MCC Automation (Wuhan) Co., Ltd, South MCC
engineering (Wuhan) information technology Co., Ltd, South MCC engineering information
technology Co., Ltd, South MCC (Wuhan) Weishi Industrial Furnace Co., Ltd, Wuhan City
Environmental Protection Engineering Technology Co., Ltd, MCC CCTEC Technology
Engineering Co., Ltd, MCC CISDI Shanghai Engineering Technology Co., Ltd, MCC CISDI
Engineering Technology Co., Ltd, Chongging CISDI Thermotechnical Environment Engineering
Technology Co., Ltd, MCC CISDI Chongqing Information Technology Co., Ltd, MCC CISDI
Electrical Technology Co., Ltd, Beijing Taifuli Transmission Machinery Co., Ltd, Xi'an Electric
Furnace Institute Co., Ltd, MCC-SFRE Heavy Industry Equipment Co., Ltd, MCC Changtian
International Engineering Co. , Ltd, Hunan Changtian Automatic Control Engineering Co., Ltd,
Hunan MCC Changtian Heavy Industry Technology Co., Ltd, Hunan MCC Changtian energy
conservation and environmental protection technology Co., Ltd. enjoy the preferential tax policy
in 2015.
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Taxation(Continued)
Preferential tax policies and official documents (Continued)
Other major tax breaks

According to the Ministry of Finance, State Administration of Taxation “Notice of Resource
Multipurpose Utilization Products and Labor value added tax preferential catalogue” [2015]
No.78, if taxpayers sell own above products, they could enjoy TAT drawback policy.

Xiaogan Zhongshe Co., Ltd, Beijing Zhongshe Water treatment Co., Ltd, Lanzhou Zhongtou
Water Co., Ltd, Changzhou ENFI Water Co., Ltd, Lai’an Country MCC Huatian Water Co., Ltd,
Shouguang City MCC Huatian Water Co., Ltd, Shouguang city Chengbei MCC Water Co., Ltd,
Chuzhou city MCC Huatian Water Co., Ltd, Tianchang city MCC Huatian Water Co., Ltd,
Huangshi city MCC Water Co., Ltd, Liu’an city MCC Water Co., Ltd, Ma’anshan city MCC Water
Co., Ltd, Xuancheng city MCC Water Co., Ltd, City Environment Protection Wuhan Water
Supplies Co., Ltd, Zhejiang Chunnan Sewage Treatment Co., Ltd, Beijing ENFI Reclaimed Water
Co., Ltd, Changle city MCC Water Supplies Co., Ltd, Xinglong County MCC Water Supplies Co.,
Ltd, MCC Qinhuangdao Water Co., Ltd could enjoy 70% VAT drawback policy for sewage
treatment labor service in 2015.

According to the Ministry of Finance, State Administration of Taxation “Notice of added-value tax,
business tax and corporate income tax to promote the development of energy saving service
industry” (Caishui [2010] No.110): for eligible energy conservation service company
implementation of contract energy management project, the business tax taxable income, it
should be temporarily exempt from the business tax (after yinggaizeng , VAT exemption ).

Hunan MCC Changtian Energy Conservation and Environmental Protection Technology Co., Ltd
owns several contract energy management project, could enjoy VAT exemption policy
temporarily.

According to the Ministry of Finance, State Administration of Taxation, the General Administration
of Customs (Caishui [2000] No. 25)"on the encourage the development of software industry and
integrated circuit industry of notice of relevant tax policy”, the software product sales VAT of MCC
Jiaonai Automation Co., Ltd is to enjoy the drawback policy of value-added tax since 2010, tax
refund rate 14%

According to the Ministry of Finance, State Administration of Taxation (Caishui [2011] No. 100)”
notice the value-added tax policy on software products” actual tax of selling software more than
3% enjoy the drawback policy of value-added tax. MCC CISDI Chongging Information
Technology Co., Ltd enjoy the drawback policy of value-added tax from 2015 to 2019, tax refund
rate was 14%.

According to Suzong Certificate Dian [2014] No. 30, subsidiary of China Metallurgical Southern
City Environmental Protection Engineering Technology Co., Ltd, City New Energy Development
Dafeng Co., Ltd could enjoy the preferential policy of drawback policy of value-added tax from
2014 to 2015.

59



6

3)

(n)

(0)

(P)

(@)

)

@)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Taxation(Continued)
Preferential tax policies (Continued)
Other preferential tax policies(Continued)

According to Caishui 2008[156], Shanghai Zhongye Environment Engineering Technology Co.,
Ltd. could enjoy VAT exemption policy for selling concrete in 2015.

According to State Administration of Taxation Caishui [2013] No. 37, Xi’an Electric Furnace Co.,
Ltd could enjoy VAT exemption policy for technology development revenue in 2015, Beijing ENFI
Environment Protection Technology Co., Ltd could enjoy VAT exemption policy for technology
development contract in 2015.

According to the Ministry of Finance, State Administration of Taxation, Caishui [2013] No. 106,
income engaged in technology transfer, technology development and related technology
consulting services business, levy business tax relief. MCC Changtian International Project Co.,
Ltd enjoys levy business tax relief. (Value-added tax reform, business tax relief.)

According to the Ministry of Finance, State Administration of Taxation, Caishui [2000] No.125,
Beijing Metallurgical Equipment Research Design Institute Co., Ltd enjoys levy business tax and
building tax relief on public-owned housing rent; According to the Ministry of Finance, State
Administration of Taxation, Caishui [2014] No.71, Beijing Shengpeng Real Estate Development
Co., Ltd and Beijing Metallurgical Equipment Research Design Institute Co., Ltd enjoy levy
business tax relief when income is less than 30000 yuan.

Wuhu MCC Real Estate Co., Ltd enjoys levy land use tax in 2015 (12-15 yuan per square meter
before) and levy stamp tax on estate transfer document.

Business Combinations and Consolidated Financial Statement

Principle in determining consolidation scope, basis & method of preparation of consolidated
financial statements

Details See this Note 4(5) above.
Basic information of subsidiaries included in the consolidation scope as on December 31, 2014
Details See this Note 18 above.
The alternation of consolidation scope
Reason

WISCODRI (Wuhan) Traffic Municipal Engineering Technology Co., Ltd Investment Established

Zhongye Huakang (Zhenjiang) New Energy Co., Ltd Investment Established
Xinglong County MCC Water Service Co., Ltd Investment Established
MCC Tiangong — THE Burma Co., Ltd Investment Established
MCC Tiangong Group (Malaysia) Engineering Co., Ltd Investment Established
MCC Tiangong Group (Cambodia) Co., Ltd Investment Established
MCC 17 Burma Co., Ltd Investment Established
Zhengzhou Baoye Steel Structure Co., Ltd Investment Established
MCC Southern (Shenzhen) Investment Development Co., Ltd Investment Established
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Business Combinations and Consolidated Financial Statement

The alternation of consolidation scope

Shanghai Zhongye New Materials Co., Ltd

MCC (Hainan) Investment Co., Ltd

Zhuhai Zhongye Mingcheng Real estate Co., Ltd
Beijing Zhongye Mingxiang Real estate Co., Ltd
Nanjing Lisheng Real estate Co., Ltd

Nanjing Himalaya Real estate Co., Ltd

Nanjing Thumb Commercial Development Co., Ltd
Nanjing Shuigingmuhua Real estate Co., Ltd

Nanjing Linjiangyujing Real Estate Development Co., Ltd
Nanjing Zhongye Property Management Co., Ltd
Tianjin Zhongye Mingtai Property Management Co., Ltd
MCC International Saipan Co., Ltd

MCC Inner Mongolia Construction Investment Co., Ltd
Zhumadian Zhongye Tap water Co., Ltd

China Metallurgical Construction Engineering Group Chongqing Steel

Construct Co., Ltd
MCC Real Estate  (Malaysia) Co., Ltd
MCC 22 Russia Co., Ltd.

Ecuador Corporation Wuhan Surveying-geotechnical Research Institute Co.,

Ltd. of MCC
Shanghai Longxing Structure Engineering Co., Ltd.

Maanshan Zhongyuan Construction Investment Consult Management Co.,

Ltd.

Luoyang China Silicon Technology Service Corporation Ltd
MCC Sea Water Desalination Investment (Leting) Co., Ltd.
Shanghai Xianghong Real estate Co., Ltd

CERI Shijiu (Chengdu) Equipment Manufacturing Co., Ltd
Wuhan Zhongye Siruipu Technology Co., Ltd

Shanghai Pufeng Real estate Co., Ltd

Dalian Zhongye Bohai Real estate Co., Ltd

Shanghai Fuye Steel Structure Co., Ltd

Dalian Huaye Construction Engineering Co., Ltd.

Shanghai Zhongye Steel Tube Co., Ltd

Nanjing Zhengdakuanyu Real estate Co., Ltd

Nanjing Zhengda Sanjiaozhou Real estate Co., Ltd

Nanjing Lisheng Real estate Co., Ltd

Nanjing Himalaya Real estate Co., Ltd

Nanjing Thumb Commercial Development Co., Ltd

Nanjing Shuigingmuhua Real estate Co., Ltd

Nanjing Linjiangyujing Real Estate Development Co., Ltd
Shanxi MCC Tiangong Longwanyayuan Real estate Co., Ltd
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7 Business Combinations and Consolidated Financial Statement

4)
this Note 8(64) (d).

The consolidation in 2015 could see details in this Note 16, the disposal in 2015 could see details in

(5) Companies and reasons which the Group hold less than 50% of equity interest but are included in the
consolidation scope on 31 December 2015
Voting
Holdings rights
Proportion Proportion Registered Amount of Into the merger
(%) (%) capital investment Class Range reason
Qingdao Jinze Huadi Real 50.00 50.00 1,000.00 4.387.47 Has substantial
Estate Co., Ltd. control
Beijing ENFI Envi I H ial
eijing nvironmenta 49.15 49.15 3.048.79 15.355.02 4 Has substantia
protection Co., Ltd control
Beulng Kingway Welding 45.00 45.00 5.000.00 2.522.99 4 Has substantial
Material Co., Ltd control
Wuhan Zhongyi Traffic Has substantial
Construction Engineering 25.10 25.10 119,521.91 30,000.00 4
control
Co., Ltd.
(6) Companies and reasons which the Group hold more than 50% of equity interest but are not included
in the consolidation scope on 31 December 2015.
Holdings| Amount of Investment Into the merger
Proportion (%)| investment amount] Range reason
Fuzhou  Zhongye Infrastructure The opposite shareholder has
Investment Co., Ltd. 90.00 90.00 4,500.00 one veto power.
Sichuan Xinye Jieda Air-condition The Company has begun its
[Technology Limited Company 60.00 60.00 75.11 liquidation procedures.
All shareholder are entitled to one
Beijing New Century Hotel Co., Lid. 60.00 60.00  26,000.00 veto power ballot
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Notes to the consolidated financial statements

Currency Fund

Cash on hand-
RMB
US dollar
Euro
Australian dollar
Others

Cash at bank-
RMB
US dollar
Euro
Australian dollar
Others

Other cash balances-
RMB
US dollar
Euro
Australian dollar
Others

Total

Of which: the total
amount in overseas

31 December 2015

31 December 2014

Foreign
currency
amount

37.02
2.26
5.81

43,211.63
459.95
5,923.82

399.70
215.29
60.02

Exchange
rate

6.4936
7.0952
4.7276

2,446.48

6.4936
7.0952
4.7276

2,867,684.34

6.4936
7.0952
4.7276

729,146.04

3,599,276.86

RMB
amount

1,274.08
240.38
16.05
27.48
888.49

2,469,282.36
280,599.06
3,263.44
28,005.44
86,534.04

721,766.49
2,595.49
1,527.53

283.75
2,972.78

120,004.99

Foreign
currency
amount

32.10
1.85
5.49

37,703.31
454.42
3,685.22

1,924.04
41.04
70.34

Exchange
rate

6.1190
7.4556
5.0174

6.1190
7.4556
5.0174

6.1190
7.4556
5.0174

RMB
amount

1,670.93
196.45
13.80
27.55
462.69

2,371.42

2,731,223.21
230,706.56
3,387.96
18,490.21
96,421.73

3,080,229.67

655,453.20
11,773.22
305.98
352.91
3,088.07

670,973.38

3,753,574.47

134,493.46

The amount of restricted cash at bank and on hand and the reasons for restriction are disclosed in Note 8(25).
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Notes to the consolidated financial statements (Continued)

Financial assets measured at fair value and the changes are recorded into the current profits

and losses
31 December 2015
Transactional financial assets 141,001.10
Of which: Investments in equity instrument 115.52
Money fund 140,885.58

141,001.10

31 December 2014

55.46
55.46
0.00

55.46

The fair value of transactional financial assets depends on the price of final transaction date of public

market.

Derivative financial assets
31 December 2015

Agreement of future foreign exchange
settlement 0.00

31 December 2014

1,853.19

0.00

1,853.19

Notes receivable

31 December 2015

Bank acceptance notes 392,271.41
Trade acceptance notes 754,348.74
1,146,620.15

31 December 2014

733,323.22
273,889.74

1,007,212.96

The amount of restricted notes receivable and the reasons for restriction are disclosed in Note 8(25).

Companies have pledged receivables at the end of that year

Item Pledged amount at the end of that year

Bank acceptance notes
Trade acceptance notes
Total

15,971.92
1,189.24
17,161.16

By 31, December, 2015, notes receivable that the company has been endorsed or discount and has
not expired was RMB 521,427.5 ten thousand yuan (31, December, 2014: 830,668.73 ten thousand
yuan), of which termination amount was 453,482.6 ten thousand yuan (31, December, 2014:
830,668.73 ten thousand yuan), non-termination amount was 67,944.9 ten thousand yuan(31,

December, 2014: none).
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8 Notes to the consolidated financial statements (Continued)
(5) Accounts receivable
31 December 2015 31 December 2014
Accounts receivable 7,325,817.90 6,355,188.92
Less: bad debts 946,756.34 763,521.53
6,379,061.56 5,591,667.39
@) The ageing of accounts receivable bad debts are analysed below:
31 December 2015 31 December 2014
Within 1 year 4,341,385.07 3,907,156.99
1to 2 years 1,398,467.44 1,334,343.85
1to 2 years 769,109.52 628,761.27
3to 4 years 442,051.35 223,171.78
4 to 5 years 161,703.65 116,342.31
Over 5 years 213,100.87 145,412.72
7,325,817.90 6,355,188.92
(b) The accounts receivable analyzed as below according to classification:
31 December 2015
Accounting for Provision for Accruing

Amount remaining (%) Bad debts percentage (%)
Single amount is material and accrue
provision for bad debts individually 328,259.76 4.48 118,287.04 36.03
Accruing provision for bad debts according
to combination:
Combination 1 5,306,583.23 72.44 749,872.38 14.13
Combination 2 1,584,910.03 21.63 0.00 0.00
Single amount is immaterial, but make
individual provision for bad debts 106,064.88 1.45 78,596.92 74.10
7,325,817.90 100.00 946,756.34 -
31 December 2014
Accounting for Provision for Accruing
Amount remaining (%) Bad debts percentage (%)
Single amount is material and accrue
provision for bad debts individually 275,651.96 4.34 93,495.42 33.92
Accruing provision for bad debts according
to combination:
Combination 1 4,485,418.60 70.58 619,799.83 13.82
Combination 2 1,476,747.08 23.24 0.00 0.00
Single amount is immaterial, but make
individual provision for bad debts 117,371.28 1.84 50,226.28 42.79
6,355,188.92 100.00 763,521.53 -
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Notes to the consolidated financial statements (Continued)

Accounts receivable (Continued)

(c) On December 31, 2015, the amounts receivable for single material amount with individual provision for
bad debts analyze as below:

(d)

Reason

The amount in cash in the future is

lower than the book value.

Accruing
percentage
(%)

5.00
10.00
30.00
50.00
80.00

100.00

Provision for Accruing
Debt Unit Amount bad debts Aging percentage (%)
Unit 1 114,841.59 12,007.66 Within 1 year 10.46
Unit 2 57,522.85 28,761.43 3-4 years 50.00
Unit 3 34,823.94 18,936.43 1-2 years 54.38
Unit 4 34,508.86 17,254.43 2-3 years 50.00
Unit 5 24,590.30 24,590.30 3-4 years 100.00
Unit 6 22,461.46 6,738.44 Within 1 year 30.00
Unit 7 22,364.84 8,050.94 2-3 years 36.00
Unit 8 17,145.92 1,947.41 1-2 years 11.36
328,259.76 118,287.04
According to the accruing provision for bad debts in combination 1, analyze the combination with
aging debt as below :
31 December 2015
Accounting for Provision for
Amount remaining (%) bad debts
Within 1 year 3,380,223.90 63.69 169,011.20
1to 2 years 1,009,681.79 19.03 100,968.18
1to 2 years 429,426.76 8.09 128,828.03
3 to 4 years 232,313.44 4.38 116,156.72
4 to 5 years 100,145.41 1.89 80,116.32
Over 5 years 154,791.93 2.92 154,791.93
5,306,583.23 100.00 749,872.38
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8 Notes to the consolidated financial statements (Continued)
(5) Accounts receivable (Continued)

(e On December 315t 2014, the immaterial amounts of receivable with individual provision for bad
debts analyze as below:

Accruing

Provision Aging percentage
Debt Unit Amount for bad debts (%) Reason
Provision was made based on management
Unit 1 11,679.27 4,248.89 4-5 years 36.38 assessment of current available evidence
Provision was made based on management
Unit 2 9,089.90 4,544.95 1-2 years 50.00 assessment of current available evidence
Provision was made based on management
Unit 3 8,455.36 8,455.36 4-5 years 100.00 assessment of current available evidence
Provision was made based on management
Unit 4 8,428.57 8,428.57 2-3 years 100.00 assessment of current available evidence
Provision was made based on management
Unit 5 7,127.58 7,127.58 1-2 years 100.00 assessment of current available evidence
Provision was made based on management
Others 61,284.20 45,791.57 -- -- assessment of current available evidence

106,064.88 78,596.92

()] The write-off of accounts receivable in current year is 598.24 ten thousand yuan, the related
matters have been approved.

(9) By 31, December, 2015, the termination accounts receivable amount, which rarely all risk and pay
have transferred to others in property, is 265,506 ten thousand yuan (31, December, 2014:100,228
ten thousand yuan). The loss of termination is 8048 ten thousand yuan (2014: none).

(h) The amount of restricted accounts receivable and the reasons for restriction are disclosed in Note
8 (25).
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8 Notes to the consolidated financial statements (Continued)
(6) Prepayments

Analyze the prepaid amount aging as below:

31 December 2015 31 December 2014

Amount Percentage Amount Percentage

(%) (%)

Within 1 year 940,819.84 68.08 1,238,948.27 74.84

1to 2 years 201,280.33 14.57 181,338.59 10.95

2to 3 years 76,624.26 5.55 108,006.00 6.52

Above 3 years 162,982.79 11.80 127,335.61 7.69

1,381,707.22 100.00 1,655,628.47 100.00

(7) Interest receivable

31 December 2015 31 December 2014
Bank interest of fixed deposit 1,164.44 1,150.46
1,164.44 1,150.46

(a) There is no significant overdue interest in this year.
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8 Notes to the consolidated financial statements (Continued)

(8) Dividends receivables

Reasons
31 for not
1st January Increased Decreased  December drawing
2015 this year this year 2015 back
Dividends receivables for debt age within 1 year
Ma’anshan Jiahe Real Estate Co. Ltd. 0.00 800.00 0.00 800.00 No
Wuhan Zhonghe Engineering & Technology Co.,
Ltd. 0.00 28.00 0.00 28.00 No
Wuhan Iron and Steel Group Finance Company 0.00 49.20 24.00 25.20 No
Wuhan Wuxin International Bidding Agent Co.,
Ltd. 28.17 0.00 28.17 0.00 No
Tianjin MCC Tuanbo Urban-rural development
Co., Ltd. 0.00 1,800.00 0.00 1,800.00 No
28.17 2,677.20 52.17 2,653.20
Dividends receivables for debt age over 1 year
Wuhan Zhonghe Engineering & Technology Co.,
Ltd. 72.00 0.00 0.00 72.00 No
Tangshan XinPeng construction engineering
detection Co., Ltd. 12.80 0.00 0.00 12.80 No
Tianjin China Metallurgical Heyuan Real Estate
co., LTD 1,709.68 0.00 0.00 1,709.68 No
Hebei Steel Group Luan country Sijiaying iron
mine Co., Itd 10,113.60 0.00 10,044.00 69.60 No
11,908.08 0.00 10,044.00 1,864.08

11,936.25 2,677.20 10,096.17 4,517.28
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8 Notes to the consolidated financial statements (Continued)
(9) Other receivables
31 December 2015 31 December 2014
Other receivables 3,400,566.88 2,419,361.00
Less: bad debts 251,805.13 205,033.33
3,148,761.75 2,214,327.67
@ The aging of other receivables is analysed as below:

31 December 2015 31 December 2014
Within 1 year 2,007,554.86 1,568,951.35
1to 2 years 833,647.21 395,796.85
2 to 3 years 247,990.79 193,096.51
3 to 4 years 120,178.87 83,013.14
4to 5 years 53,117.21 50,026.92
Over 5 years 138,077.94 128,476.23
3,400,566.88 2,419,361.00

(b) The category of other receivables is analysed as below:

Significant amounts of other receivables using
specific identification method for provision for
bad debts

Provision for bad debts in combination
Combination 1
Combination 2

Insignificant amounts of other receivables using
specific identification method for provision for
bad debts

Significant amounts of other receivables using
specific identification method for provision for
bad debts

Provision for bad debts in combination
Combination 1
Combination 2

Insignificant amounts of other receivables using
specific identification method for provision for
bad debts

31 December 2015

Balance Ratio in total amt (%) Bad debts Provision ratio
(%)
141,457.56 4.16 51,470.44 36.39
800,529.74 23.54 167,151.61 20.88
2,356,909.03 69.31 0.00 0.00
101,670.55 2.99 33,183.08 32.64
3,400,566.88 100.00 251,805.13 -
31 December 2014
Balance Ratio in total amt (%) Bad debts Provision ratio
(%)
46,005.00 1.90 22,320.50 48.52
562,208.10 23.24 140,795.85 25.04
1,745,938.57 72.16 0.00 0.00
65,209.33 2.70 41,916.98 64.28
2,419,361.00 100.00 205,033.33 -
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Notes to the consolidated financial statements (Continued)

Other receivables(Continued)

On 31 Dec 2015, insignificant amount of other receivables using specific identification method for
provision for bad debts as follows:

Provision
Debt unit Balance Bad Debt Aging Ratio (%) Reason
Unit 1 85,482.56 19,179.94  Within 1 year 22.44 , .
Unit 2 26,205.00 2,520.50 3-4 years 9.62 Thef amOL.’”tl in Casrr]‘ in tpe
Unit 3 19,770.00 19,770.00 1-2 years 100.00 uiure s fowrer fnan ne
Unit 4 10,000.00 10,000.00  Within 1 year 100.00
141,457.56 51,470.44 -

The ageing of other receivables of in combined provision for bad debts is analysed as below:

31 December 2015

Ratio in total Provision

Amount amount (%) Bad debts ratio(%)
Within 1 year 395,195.23 49.37 19,759.76 5.00
1to 2 years 193,889.20 24.22 19,388.92 10.00
2 to 3 years 85,101.06 10.63 25,530.32 30.00
3to 4 years 40,158.79 5.02 20,079.39 50.00
4 to 5 years 18,961.18 2.37 15,168.94 80.00
Over 5 years 67,224.28 8.40 67,224.28 100.00
800,529.74 100.00 167,151.61 -

On 31 Dec 2015, insignificant amount of other receivables using specific identification method for

provision for bad debts

Provision Ratio

Debtor Balance Bad Debt Aging (%)

Unit 1 9,676.60 9,676.60 1-2 years 100.00

Unit 2 4,372.89 2,391.36 3-4 years 54.69

Unit 3 3,453.34 768.44 3-4 years 22.25

Unit 4 2,947.18 2,947.18 3-4 years 100.00

Others 81,220.54 17,399.5 - -
101,670.55 33,183.08
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8 Notes to the consolidated financial statements(Continued)
(9) Other receivables(Continued)

()] The write-off of accounts receivable in current year is 166.89 ten thousand yuan, the related matters
have been approved.

(9) The 5 biggest of ending balance:

Debtor Ending balance Bad debt
Unit 1 317,194.29 0.00
Unit 2 231,662.88 0.00
Unit 3 200,000.00 0.00
Unit 4 93,663.00 0.00
Unit 5 92,738.00 0.00

935,258.17 0.00

(h) On 31, December, 2015, there is no termination other receivables that financial assets transferring
cause. (31, December, 2014: none).

0] The amount of restricted other receivables and the reasons for restriction are disclosed in Note 8
(25).
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8 Notes to the consolidated financial statements(Continued)
(10) Inventories
(@) Inventories by category
31 December 2015 31 December 2014
Reduction Reduction
Balance reserves Book value Balance reserves Book value
Raw material 240,402.84 10,868.52 229,534.32 303,490.05 11,815.97 291,674.08
Work in progress 300,042.27 10,469.99 289,572.28 269,105.88 8,578.63 260,527.25
Finished goods 255,513.20 28,534.12 226,979.08 227,147.29 9,854.35 217,292.94
Turnover materials 32,394.82 936.47 31,458.35 37,643.51 485.46 37,158.05
Construction
contract-completed and
unsettled 5,275,322.23 120,747.48 5,154,574.75 4,212,577.37 116,649.67 4,095,927.70
Cost of Real Estate
development (i) 4,408,432.54 21,863.02 4,386,569.52 4,722,993.82 0.00 4,722,993.82
Real Estate development
products(ii) 1,258,437.20 5,999.99 1,252,437.21  1,070,724.12 1,126.19 1,069,597.93
Others 60,125.39 13.21 60,112.18 60,736.65 144.95 60,591.70
11,830,670.49 199,432.80 11,631,237.69 10,904,418.69 148,655.22 10,755,763.47
0] Cost of Real Estate development details
Predicted
completion Predicted total
Start time time investment 31 Dec. 2015 31 Dec. 2014
Nanjing Xiaguan Binjiang project 2011/1/1 2020/4/30  1,672,827.87  982,645.66 1,526,561.76
Tianjin New 8 Dali District Qixianli project 2014/12/25 2017/6/30 637,570.00 481,147.06 19,414.90
Beijing Daxing District Jiugong Green Al Plot project 2013/9/13 2016/10/31 508,200.00 345,873.82 307,591.94
Podong Brazil Apartment project 2015/6/30 2018/12/31 368,604.00 251,615.08 229,024.28
SingaporeTampines 10 streets Project 2013/10/16 2018/10/16 275,592.20 184,858.94 169,070.11
Chonggqing TieShanPing Project 2014/11/1 2020/12/31 350,000.00 179,010.92 175,289.71
Zhuhai Henggin New Area Headquarters Building in
Guangdong Province 2012/11/6 2016/6/30 180,971.10 164,773.34 127,215.55
Baotou MCC Campus South Road Community projects 2011/8/1  2019/12/31 410,000.00  163,712.68  142,257.58
Qinhai Yunshu project 2011/8/8 2018/12/31 440,000.00 144,302.94 115,479.08
Tangshan Fengrun Gengyang New City project 2010/3/1  2020/12/31  1,055,000.00  115516.50  113,842.54
SingaporeTampines D block Apartment project 2015/10/1 2019/11/30 200,858.14 110,018.42 0.00
Xi'an MMC Chang’an Dadu project 2013/3/15 2016/6/30 116,080.64 74,022.20 57,272.86
Zhenjiang Yucuiyuan 2014/6/1 2019/6/30 120,000.00 71,664.51 58,707.82
'(\:"gn?m'\g‘:gg’gz\’/‘gr;‘g n?é‘:tagreojfcht‘;‘“ghai Zhabei lingshilu 2015/4/5  2016/11/15 12230563  67,188.70 18.98
Ma’anshan HuashanDistrict FarmerPlacement project 2010/5/1 2016/6/30 88,000.00 61,240.19 14,559.40
“H”ec.gn‘g};f;zr‘%r'gﬁ?gﬂgﬂ"”a' City Phase l'in Qigihaer , 2010/10/16  2016/10/15  161,782.00  57,316.92  132,931.21
MCC City-states International in Dadukou District ,
Chonggqing 2011/12/1  2017/12/31 138,000.00 52,838.56 74,194.59
Hong Kong Tsuen Wan project 2013/12/6  2017/12/31 115,856.00 52,076.20 41,581.91
Qinhuangdao Jade Belt Bay project in Hebei Province 2008/12/23  2017/12/31 410,000.00 48,856.45 71,242.85
Singapore Yishun 7 Venue Executive Condominium project 2012/1/1 2016/9/30 195,396.10 47,280.15  174,669.71
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Notes to the consolidated financial statements(Continued)
Inventories(Continued)
Inventories by category(Continued)

Cost of Real Estate development details

Predicted Predicted total

Start time completion time investment 31 Dec. 2015 31 Dec. 2014
Tangye Phoenix City(Tanghai Boulevard 2013/9/1 2016/12/31 60,000.00 42,248.10 28,166.07
Village project)
Zhenjiang MCC Blue Bay 2011/6/3 2017/12/31 193,954.00 42,246.54 36,265.09
MCC: phase |, Il of Shui'an 2013/12/31 2017/12/31 80,000.00 42,070.01 42,010.80
MCC Shanghejun 2014/6/20 2017/12/31 98,593.00 41,937.81 32,356.58
MCC Huangshi project Phase Il in
Huangshi city, Hubei Province 2015/1/1 2018/12/31 135,189.92 36,066.10 41,083.74
Taiyuan North Street Liuxi Garden in
Shanxi Province 2008/3/1 2017/12/31 130,226.32 34,562.93 29,924.92
Wuhan MCC Nanfangyunhu Shoufu of
Phase 1(North District Residence) 2014/1/1 2017/4/30 140,000.00 32,647.28 39,086.53
Shanghai Jinshan- MCC Maple County
Garden Phase Il 2015/12/31 2017/12/31 51,795.50 29,307.03 26,584.30
Anshan MCC Yuluanwan project 2010/4/1 2018/12/30 240,000.00 28,254.82 23,140.80
MCC Tianrun Jingyuan 2014/8/1 2017/12/31 112,510.00 24,360.08 18,486.62
Shenyang Changbai West Road Plot 2015/5/1 2018/5/1 68,175.00 23,470.15 22,895.82
Ma’anshan ZhongDing yue city 2011/9/8 2017/12/31 150,000.00 22,109.05 60,416.46
Ma'anshan Jin Fu Garden-affordable 2013/7/1 2016/12/31 112,000.00 21,379.69 16,710.71

Housing projects- Phase Il
Others / / 9,734,092.96 331,804.68 754,938.60

18,873,580.37 4,408,432.54 4,722,993.82

On 31 December 2015, capitalized borrowing expenses of costs of Real Estate development
included ininventory is RMB 466,039.77 ten thousand yuan (Dec 31, 2014: 501,760 ten thousand
yuan) The borrowing costs of the capitalization is in RMB 217,777.6 ten thousand yuan this year
(210,324.7 ten thousand yuan in 2014), the rate used to determine the the borrowing costs of
capitalization was 3.85% to 7.54% (5.54% to 7.34% in 2014).
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Notes to the consolidated financial statements(Continued)

Inventories (Continued)

Inventories by category(Continued)

Real Estate development products details

Dalianinternational Commerce City
(Dalian MCC lancheng)

MCC Binjiang International City Phase | in
Qigihaer , Helongjiang Province

Ma’anshan Zhongdingyuecheng
Tangshan Wutong Road Development
projects

Caofeidian Propertities Building
Shanghai Jinshan-MCC Maple County
Yuan Phase |

Shaoxing Wutong Garden Phase I

Qinhai Yunshu
MCC City-states International Phase | in
Dadukou District , Chongging

Jilin city Qingshanbishui plot
Phoenix New City Yuhua Road south
project

Beijing MCC Blue city

Shaoxing Wutong Garden Phase I

The New Century Plaza project in
Longsha Distric, Qigihaer city,
Heilongjiang Province

Anshan Yuluanwan Phase Il Commodity
House

Bishan MCC Daishan Yipin Phase
I,Chongqing

Xi'an MCC chang’an Dadu phase |
Zhenjiang MCC Blue Bay
Phase Il of Jinyuchi, Beijing

Jiangsu Kunshan MCC Kunting project
Tangshan Gengyang New City First
District Phase I

MCC-Chongging morning

Fangcheng Port city in Guangxi
Province-MCC Xingganghuafu

Wuhan Economy and Technology
Development Zone —-MCC Fengshuwan

Pixian MCC Countryside world
Tangshan Helian Workshop District
Renovated projects

Others

Current period

Current period

Time of

completion 31 Dec 2014 addition reduction 31 Dec 2015
2014/12/31 102,646.86 13,946.15 26,314.06 90,278.95
2015/12/18 14,127.53 98,323.55 30,741.00 81,710.07
2015/12/31 32,765.46 52,707.75 23,995.79 61,477.42
2012/10/31 55,855.31 526.43 4,291.12 52,090.63
2014/12/31 51,128.94 0.00 0.00 51,128.94
2014/01/30 51,546.26 1,059.41 1,851.22 50,754.45
2015/06/30 0.00 45,827.11 3,603.59 42,223.51
2014/10/31 39,513.89 0.00 0.00 39,513.89
2015/10/07 2,766.37 41,675.10 6,796.80 37,644.67
2013/12/31 40,874.19 554.63 4,402.46 37,026.36
2014/12/25 50,275.09 1,987.29 15,347.70 36,914.69
2014/12/20 12,478.29 75,156.11 52,995.97 34,638.42
2015/11/30 0.00 37,486.32 3,019.46 34,466.86
2013/12/30 20,444.77 13,682.07 469.28 33,657.57
2014/10/30 41,769.77 0.00 10,044.68 31,725.10
2015/09/10 6,620.66 42,523.17 18,885.07 30,258.76
2013/12/25 31,356.32 0.00 1,460.43 29,895.89
2012/12/31 33,964.85 0.00 4,207.15 29,757.70
2009/01/04 29,256.28 0.00 196.92 29,059.36
2014/04/30 21,470.94 12,198.81 5,199.14 28,470.62
2015/12/31 0.00 49,104.59 23,461.27 25,643.32
2012/12/28 29,961.80 0.00 4,660.32 25,301.49
2014/12/31 23,390.96 4,285.52 3,761.15 23,915.33
2013/06/30 28,982.11 1,789.64 7,549.14 23,222.61
2013/05/18 35,436.09 761.45 13,693.34 22,504.20
2012/06/30 22,009.94 0.00 0.00 22,009.94

/ 292,081.42 570,608.74 609,543.73 253,146.43

/ 1,070,724.12 1,064,203.84 876,490.77 1,258,437.20
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8 Notes to the consolidated financial statements(Continued)
(10) Inventories (Continued)
(b) Inventory falling price reserves:
1 Jan 2015 Current year additions Current year reductions 31 Dec 2015
Accrual Others Back Resell Others
Raw material 11,815.97 2,345.96 0.00 0.00 3,051.73 241.68 10,868.52
Work in progress 8,578.63 5,404.48 0.00 511.54 2,748.36 253.22 10,469.99
Finished goods 9,854.35 24,001.86 79.20 0.00 4,950.63 450.66 28,534.12
Turnover materials 485.46 451.01 0.00 0.00 0.00 0.00 936.47
Construction
contract-completed
and unsettled 116,649.67 28,867.37 0.00 4,025.82 703.45 20,040.29 120,747.48
Cost of Real Estate
development (i) 0.00 21,863.02 0.00 0.00 0.00 0.00 21,863.02
Real Estate
development
products(ii) 1,126.19 5,089.69 0.00 0.00 215.89 0.00 5,999.99
Others 144.95 -130.48 0.00 0.00 0.32 0.94 13.21
148,655.22 87,892.91 79.20 4,537.36 11,670.38 20,986.79 199,432.80
(© Amounts due from construction contract-completed and unsettled in the end of the year:
ltem Balance
Accumulated incurred cost 59,525,758.36
Accumulated confirmed gross margin 4,771,447.62
Less: anticipated loss 120,747.48
Settled amount 59,021,883.75
Assets due from customers for contract work 5,154,574.75

Due to some unpredictable reasons like extreme weather of Australia, the Sino Iron project in Western
Australia which is undertook by MCC Mining(Western Australia) Pty Ltd. ("MCC WA") (a wholly owned
subsidiary of the Group) had been postponed in 2012. The Group had negotiated with the China
CITIC Group Limited ("CITIC Group" is the parent company of CITIC Pacific Limited) in respect of
project delays and the total contract price of cost overruns. CITIC Group had agreed that the
construction costs associated with load linkage test of the second main process line by "Western
Australia SINO iron ore EPC contracting supplemental agreement (lIl)" signed on 30 December, 2011
should be controlled in U.S. dollars 4.357 billion. The actual total cost of the project construction would
be identified as the final contract amount after passing the audit of the third-party. According to the
above consensus with CITIC Group on the contract price and the estimated total cost, the Group had
confirmed that the project contract lost U.S. dollars 0.481 billion for the year in 2012, which is
equivalent to about RMB 3.035 billion Yuan.
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Notes to the consolidated financial statements(Continued)
Inventories (Continued)

Up to December 31, 2013, the first and second production lines of project which undertook by MCC
Western Australia had been put into operation. MCC Mining(Western Australia) Pty Ltd signed a "
Western Australia SINO iron ore EPC contracting supplemental agreement (IV) "(" supplemental
Agreement (IV)" ) with CITIC Pacific Limited, a wholly owned subsidiary of Sino Iron Pty Ltd. ("Owner")
in December 24, 2013. Accordingly, the first, second production lines of the project and related
construction projects should be handed over to the owners by MCC Mining(Western Australia) Pty Ltd
at the end of 2013; construction, installation and commissioning work of the original general contractor
of MCC WA would be ended. For the construction of the third to sixth production lines, MCC WA
Group and a subsidiary of the Group, the MCC Northern Engineering & Technology Co., Ltd. have
signed with the owners respectively about new "Project Management Services Agreement” and
"Engineering design, equipment procurement management technology services agreement" for
providing follow-up technical service and management services for the owners. Meanwhile, both sides
have agreed jointly to entrust an independent third party to audit the total expenditure of the projects
completed, the rationality, and the reasons and responsibilities of extension of projects. The two sides
would refer the audit results of the third-party for the final project settlement.

On December 31, 2015, the consensus between the Group and CITIC Group, the related construction
cost should be controlled under 4.357 billion dollars, is still effective. Based on the update evaluation
of the construction cost, the Group the estimate of construction cost hasnot changed by compared
with 2012 end, therefore, the Group could not adjust the comfirmed contract loss.

The results havenot be confirmed because the final contract amount needs to be audited by the third
party. After the auditing work finished, the Group and CITIC Group, and owners would actively
negotiate for the final amount, and do the relevant accounting treatment.

The amount of restricted inventories and the reason for restriction are disclosed in Note 8(25).

Non-current assets due within 1 year

Long-term receivables within 1 year

31 December. 2015

705,478.11

31 December. 2014

486,778.01

705,478.11

486,778.01

Other current assets

Prepaid taxes
Others

31 December. 2015

31 December. 2014

22,761.73 18,445.93
875.95 2,284.42
23,637.68 20,730.35
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8 Notes to the consolidated financial statements(Continued)

(13)

Financial assets available for sale

Financial assets available for sale conditions:

31 December. 2015

31 December. 2014

Reduction Reduction
Balance reserves Book value Balance reserves Book value
Eqity instrument for
sale 173,064.25 10,852.26 162,211.99 165,246.51 10,395.49 154,851.02
---by fair value 48,044.82 0.00 48,044.82 45,010.92 0.00 45,010.92
---by cost 125,019.43 10,852.26 114,167.17 120,235.59 10,395.49 109,840.10
Others 10,000.00 0.00 10,000.00 13,655.00 0.00 13,655.00
183,064.25 10,852.26 172,211.99 178,901.51 10,395.49 168,506.02
@) Financial assets available for sale by fair value in the year end
Eqity instrument
Iltem for sale Others Total
The cost of Eqity instruments/ Amortized cost of
debt instruments 11,009.64 10,000.00 21,009.64
Fair value 48,044.82 10,000.00 58,044.82
The fair value amount of accumulated other
comprehensive income 37,035.18 0.00 37,035.18
Accrued Reduction reserves 0.00 0.00 0.00

Above balance of Financial assets available for sale has adjusted by fair value in the year end, which
is the closing price by stock exchange in final market day.

(b) In the report period, there is no condition that the fair values seriously or not temporarily depreciate

but not arrue reduction reserves.
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8 Notes to the consolidated financial statements(Continued)
(14) Held-to-maturity investments
31 December. 2015 31 December. 2014
Reduction Book Reduction
Balance reserves value Balance reserves Book value
Government loan 14.35 14.35 0.00 14.35 14.35 0.00
Others 397.15 395.12 2.03 397.15 395.12 2.03
Less: Current portion of
held-to-maturity
investments within 1 year 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 2.03 0.00 0.00 2.03
@) There is no significant held-to-maturity investment in this year.
(15) Long-term accounts receivable
31 December. 2015 31 December. 2014
Reduction Reduction Discount
Balance reserves Book value Balance reserves Book value rate
Building-transferring(
“BT”) project fund 1,507,775.95 13,995.73 1,493,780.22 2,235,849.15 10,692.58 2,225,156.57 /
Others 0.00 0.00 0.00 0.00 0.00 0.00 /
Less: Long-term
receivables  should
be mature within 1
year 705,478.11 0.00 705,478.11 486,778.01 0.00 486,778.01 /
802,297.84 13,995.73 788,302.11 1,738,378.56 0.00 1,738,378.56 /
@) MCC Ramu NiCo Limited ("Ramu NICQO"), a subsidiary of Metallurgical Corporarion of China LTD

whose ultimate holding is 67.02%, signed a agreement with the three companies ("PNG Party") of
Papua New Guinea ("PNG") in 2005 to cooperate and develop Ramu NICO project (the "Project"),
the project is a Joint Venture located in Papua New Guinea, mainly for the mining and processing
operations the nickel and cobalt mine located in Papua New Guinea. Before 2005, the exploration
and pre-feasibility studies and other preparatory work of the project were carried out by the PNG
Party, PNG party was 100% owners. According to the "Ramu nico project master agreement" signed
in 2005, Ramu NICO involved in the project and was responsible for development and construction of
the project. According above agreement, when Ramu NICO operated the project, Ramu NICO and
PNG party would enjoy the quity 85% and 15% separately.PNG party has the right to obtain a 15%
interest in the project in 15 years and hold 15% obligation of follow-up operating cost ince the
beginning of notice day, PNG Party could enjoy 15% of product when make a promise that according
to the amount that undertake history development cost based on the agreement by all sides. Before
PNG Party noticed the Ramu NICO, all expenditure and construction expenses would be taken by
Ramu NICO, and aslo all debt of project, and enjoy 100% mining products. After the PNG party
complements its historical development cost which should be borne by them, or after 13 years since
the notice day, they would obtain extra 5% interest for free. In addition, after obtaining a 20% interest
in the above, the PNG party could also choose to acquire additional interests in a total of 15% of the
project in accordance with the fair market price.
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Notes to the consolidated financial statements(Continued)
Long-term accounts receivable (Continued)

By December 31, 2014, PNG Party hadn’t made above notice, the Group would consolidate the
assets, liabilities, income, cost and expenses in development and construction of project.

In 2015, PNG Party had noticed the Rame NICO, would obtain 15% equity of minning product, and
it should be taken effect from January 1, 2015. The final project history development cost was 0.19
billion dollars by two sides. The Group would take it as long-term receivables, and meanwhile
reduce the cost. The amount would pay by installments according to several portion of the future
sales PNG Party enjoy. Before PNG Party could pay off the above amount, the Group should
charge interest according to agreed rate. And PNG Party should born 15% of operating cost.From
January 1, 2015, the mining product portion rate by Rame NICO could reduce 85%, and accounting
the related income, cost and expenses by helding portion. On December 31, 2015, PNG Party have
not complement its historical development cost which should be borne by them, the balance amount
of long-term receivables converts into Renminbi was 1.23 hillion.

On December 31, 2015, the Group have terminated long-term receivables 381,856.21 ten thousand
yuan because financial assets transfer.( December 31, 2014: none).

Long-term equity investment
Current year Current year

1 Jan 2015 additions reduction 31 Dec 2015
Joint ventures investment (a) 60,297.10 2,430.08 821.39 61,905.79
Associates investment (b) 340,050.91 11,372.27 15,440.34 335,982.84
400,348.01 13,802.35 16,261.73 397,888.63
Less: Long-term equity
investment reduction reserves 5,689.57 0.00 0.00 5,689.57
394,658.44 13,802.35 16,261.73 392,199.06
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8 Notes to the consolidated financial statements(Continued)
(16) Long-term equity investment(Continued)
f Currentdyear addltl(f)ns and reduction Reduction
Income from Adjustment o 31 Dec reserves in
1Jan 2015 |nyestment  Investment Investment other Thef Chﬁ N9€  Announced cash A%curgd oth 2015  the year
addition reduction under equity Comprehensive of other dividend or profit Reduction thers ended
methond Income equity reserves
1. Joint ventures investment
Tianjin Zhongji Equipment
Production Co.,Ltd. 39,616.05 0.00 0.00 -4,948.26 0.00 169.83 0.00 0.00 0.00 34,837.62 0.00
Beijing New Century Hotel Co.,Ltd. 20,681.05 0.00 0.00 149.09 0.00 0.00 821.39 0.00 0.00 20,008.75 0.00
Others 0.00 7,120.00 0.00 -60.58 0.00 0.00 0.00 0.00 0.00 7,059.42 0.00
60,297.10 7,120.00 0.00 -4,859.75 0.00 169.83 821.39 0.00 0.00 61,905.79 0.00
2. Associates investment
Tianjin SERI Machinery Ltd. 70,885.85 0.00 0.00 1,135.66 0.00 0.00 0.00 0.00 0.00 72,021.51 0.00
Shigang CERI Equipment
Technology Co., Ltd. 81,011.87 0.00 0.00 -18,759.30 0.00 0.00 0.00 0.00 0.00 62,252.57 0.00
Nanjing Da Ming Culture Co.,Ltd. 29,971.38 0.00 0.00 -60.18 0.00 0.00 0.00 0.00 0.00 29,911.20 0.00
Tianjin MCC Tuanbo Urban and
Rural Development Co., Ltd. 20,328.13 0.00 0.00 2,029.62 0.00 0.00 1,800.00 0.00 0.00 20,557.75 0.00
Baotou MCC Real Estate Co., Ltd 21,691.87 0.00 0.00 -1,440.86 0.00 0.00 0.00 0.00 0.00 20,251.01 0.00
Zhongshan Finance Investment
Holding Co., Ltd. 0.00 20,000.00 0.00 64.27 0.00 0.00 0.00 0.00 0.00 20,064.27 0.00
MCC South (Xinyu) Cold Rolling
New Materials Technology Co., Ltd. 13,869.24 0.00 0.00 -1,114.51 0.00 0.00 0.00 0.00 0.00 12,754.73 0.00
Tianjin MCC Xinhua Real Estate
Co., Ltd. 13,342.17 0.00 0.00 -2,318.75 0.00 -1,724.38 0.00 0.00 0.00 9,299.04 0.00
Others 88,950.40 14,027.00 13,393.80 -466.30 0.00 0.00 246.54 0.00 0.00 88,870.76 5,689.57
340,050.91 34,027.00 13,393.80 -20,930.35 0.00 -1,724.38 2,046.54 0.00 0.00  335,982.84 5,689.57
Total 400,348.01 41,147.00 13,393.80 -25,790.10 0.00 -1,554.55 2,867.93 0.00 0.00  397,888.63 5,689.57
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8 Notes to the consolidated financial statements(Continued)

(16) Long-term equity investment(Continued)

(@ Main financial information of significant Joint ventures investment

Current Non-current Current Non-current Portion of net assets
assets assets Total assets Liabilities Liabilities Total Liabilities Net assets according to helding right
Tianjin Zhongji Equipment
Production Co.,Ltd. 159,519.73 152,849.91 312,369.64 179,552.95 63,440.00 242,992.95 69,376.70 34,688.35
Beijing New Century Hotel Co.,Ltd. 2,174.43 16,901.58 19,076.01 8,473.60 0.00 8,473.60 10,602.41 2,120.48
Balance of other The Total
equity Operating Financial Income Tax Comprehensive Comprehensive  The dividend from Jo
Investment Revenue Expenses Expense Net Profit Income Income int ventures company
Tianjin Zhongji Equipment
Production Co. Ltd. 34.837.62 154,309.19 7,851.24 0.00 -9,896.52 0.00 -9,896.52 0.00
Beijing New Century Hotel Co.,Ltd. 5,965.05 21,571.42 281.28 722.80 2,165.02 0.00 2,165.02 0.00
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(b)

Notes to the consolidated financial statements(Continued)

Main financial information of significant Associates investment

Portion of net

assets
Non-current Current Non-current ~ Total Liabilitie according to
Current assets assets Total assets Liabilities Liabilities S Net assets helding right
Tianjin SERI Machinery Ltd. 276,471.42 314,359.45 590,830.87 367,806.23 78,981.62 446,787.85 144,043.01 276,471.42
Shigang CERI Equipment Technology Co., Ltd. 139,189.93 361,916.11 501,106.04 302,883.65 68,082.78 370,966.43 130,139.61 139,189.93
Nanjing Da Ming Culture Co.,Ltd. 7,663.83 318,672.99 326,336.82 55,404.51 207,862.93 263,267.44 63,069.38 7,663.83
Tianjin MCC Tuanbo Urban and Rural Development
Co., Ltd. 517,689.34 112.00 517,801.34 160,115.50 289,160.00 449,275.50 68,525.84 517,689.34
Baotou MCC Real Estate Co., Ltd 631,797.43 207.30 632,004.73 484,214.91 122,000.00 606,214.91 25,789.82 631,797.43
Zhongshan Finance Investment Holding Co., Ltd. 250,841.32 46.48 250,887.80 150,566.44 0.00 150,566.44 100,321.36 250,841.32
MCC South (Xinyu) Cold Rolling New Materials
Technology Co., Ltd. 19,748.95 72,397.64 92,146.59 40,846.45 0.00 40,846.45 51,300.14 19,748.95
Tianjin MCC Xinhua Real Estate Co., Ltd. 110,831.63 1,762.30 112,593.93 76,192.63 9,500.00 85,692.63 26,901.30 110,831.63
The dividend fro
Balance of Other The Total ~m Associates in
equity Operating Financial Income Tax Comprehensive  Comprehensive vestment
Investment Revenue Expenses Expense Net Profit Income Income company
Tianjin SERI Machinery Ltd. 72,021.51 115,573.20 15,137.74 383.14 2,271.31 0.00 2,271.31 0.00
Shigang CERI Equipment Technology Co., Ltd. 56,210.62 160,121.61 3,316.50 0.00 -39,077.43 0.00 -39,077.43 0.00
Nanjing Da Ming Culture Co.,Ltd. 29,911.20 79.68 0.07 0.00 -122.37 0.00 -122.37 0.00
Tianjin MCC Tuanbo Urban and Rural
Development Co., Ltd. 20,557.75 120,107.26 -21.89 1,371.56 4,099.98 0.00 4,099.98 0.00
Baotou MCC Real Estate Co., Ltd 20,251.02 0.00 3.03 0.00 -1,167.43 0.00 -1,167.43 0.00
Zhongshan Finance Investment Holding Co., Ltd. 20,064.27 0.00 -26.43 112.74 321.36 0.00 321.36 64.27
MCC South (Xinyu) Cold Rolling New Materials
Technology Co., Ltd. 12,754.73 135,460.35 901.22 -1,772.92 -5,260.33 0.00 -5,260.33 0.00
Tianjin MCC Xinhua Real Estate Co., Ltd. 9,299.04 19,658.29 -0.13 -1,324.72 -4,732.14 0.00 -4,732.14 0.00
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Notes to the consolidated financial statements(Continued)

Property for Investment

Measured by cost:

Cost

1 January 2015
Current year additions
Current year disposals
31 December 2015

Accumulated
depreciation/amortisation
1 January 2015

Current year additions
Current year disposals
31 December 2015

Provision for impairment
1 January 2015

Current year additions
Current year disposals
31 December 2015

Net book value
31 December 2015

31 December 2014

Buildings Land use rights Total
146,411.43 140,925.79 287,337.22
24,403.58 22,047.01 46,450.59
2,289.81 848.30 3,138.11
168,525.20 162,124.50 330,649.70
49,226.56 15,274.39 64,500.95
14,838.40 6,696.33 21,534.73
454.98 324.65 779.63
63,609.98 21,646.07 85,256.05
71.72 0.00 71.72
24,198.15 0.00 24,198.15
0.00 0.00 0.00
24,269.87 0.00 24,269.87
80,645.35 140,478.43 221,123.78
97,113.15 125,651.40 222,764.55

The amount of restricted investment properties and the reasons for restriction are disclosed in

Note 8(25).
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Notes to the consolidated financial statements(Continued)

Fixed assets

Cost
1 January 2015
Current year additions
Current year disposals
31 December 2015

Accumulated
depreciation/amortisation
1 January 2015
Current year additions
Current year disposals
31 December 2015

Provision for impairment
1 January 2015

Current year additions

Current year disposals
31 December 2015

Net book value
31 December 2015

31 December 2014

Temporary Machinery Office
buildings Motor and equipment
Buildings structure vehicles equipment and others Total

2,435,529.14  67,429.93  262,712.14 2,397,752.42  303,940.24 5,467,363.87
68,397.60  16,066.52 13,759.64 155,530.36 25,189.90 278,944.02
70,017.99 8,813.03 26,103.13 122,889.26 21,902.43 249,725.84
2,433,908.75  74,683.42  250,368.65 2,430,393.52  307,227.71 5,496,582.05
455,200.46  42,903.50 154,445.34 920,462.98 92,285.08 1,665,297.36
80,023.48  10,025.99 21,448.04 167,826.26 23,992.39 303,316.16
10,405.85 7,174.64 19,384.13 39,312.71 3,328.29 79,605.62
524,818.09  45,754.85  156,509.25 1,048,976.53  112,949.18 1,889,007.90
81,993.94 0.00 2,106.26 99,553.44 1,143.12 184,796.76
26,256.94 0.00 2,066.80 47,084.19 10,855.84 86,263.77
1,726.75 0.00 153.87 429.58 1.49 2,311.69
106,524.13 0.00 4,019.19 146,208.05 11,997.47 268,748.84
1,802,566.53  28,928.57 89,840.21 1,235,208.94  182,281.06 3,338,825.31
1,898,334.74  24,526.43  106,160.54 1,377,736.00 210,512.04 3,617,269.75

The amount of restricted fixed assets and the reasons for restriction are disclosed in Note 8(25).

There is no divided into owns fixed assets for sale in 2015.

Temporarily idle fixed assets

Item

Buildings

Machinery equipment

Office equipment and
others

The rented fixed assets through the financing lease

Item

Machinery equipment

The original
book value

6,990.51

13,881.16

85.46

Cost

29,064.43

Accumulated
depreciation

5,814.93

7,279.57

58.89

Accumulated
depreciation

4,693.49

85

Provision for
diminution in
value

0.00
4,640.84

19.23

Provision for
impairment

Book value

1,175.58

1,960.75

7.34

0.00 24,370.94

Book
value

Notes

Seasonal shutdown

or idle

Seasonal shutdown

or idle

Seasonal shutdown

or idle
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Notes to the consolidated financial statements(Continued)
Fixed assets(Continued)

Rent out the fixed assets by operating lease

Item Year ending book value
Machinery equipment 6,737.57
Transportation equipment 4,775.63

Fixed assets which has not completed the property right certificate

Until December 31, 2015, the building that the book value was about RMB 20,880.17 ten
thousand yuan (original value: RMB 25,592.47 ten thousand yuan) of houses and buildings has
not yet completed the house property right card (December 31, 2014, the building that the book
value was about RMB 96,544 ten thousand yuan (original value: RMB 105,848.20 ten thousand
yuan).

Reason of not completed the

ltem Book value property right certificate
Zhongyi Heavy Industry production Base Project 13,993.90 In progress
China HuaYe Group Office building in Tianjin 5,193.73 In progress
China HuaYe Group Office building in Beijing 1,692.54 In progress

The depreciation expense accounted into operation cost, selling expenses and administration
expense in 2015 was RMB196,959.12 ten thousand yuan, RMB 1,445.97 ten thousand yuan and
RMB 65,910.38 yuan (in 2014 was RMB 225,654.58 ten thousand yuan, RMB 1,522.31 ten
thousand yuan and RMB 66,396.55 yuan).

The Group has provision for the impairment of fixed assets RMB 268,748.84 ten thousand yuan
until Dec 31, 2015 (RMB 184,796.76 ten thousand yuan in 2014).

Due to the price of polycrystalline silicon has been extended depressed in the market, the gross
profit margin is negative, the individually fixed assets of the Company's subsidiary, Luoyang
China Silicon Corporation Ltd (hereinafter referred to as "Luoyang Sino Sico") existed an
indication of impairment.

The Group executed impairment evaluation in accordance with estimated recoverable amount of
the related assets. Estimated recoverable amount is assessed based on the present value of
future cash flows and calculated in accordance with financial budgets approved by management
layer and 15.76% of pre-tax discount rate. Future cash flows is obtained based on estimated
production capacity, annual plans, the future price of silicon forecast, expected revenue growth
and gross margin as well as the forecasts of productive life. Based on the impairment
assessment, management layer of the Group have made provision for impairment 5,039 ten
thousand yuan (2014: none), the related accumulated provision for impairment with Luoyang Sino
Sico was 48,611 ten thousand yuan. The fixed assets belong to resources segment.
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8 Notes to the consolidated financial statements(Continued)

(18) Fixed assets(Continued)

(k) Due to the price of ni-co has been extended depressed in the international metal market, the
Ramu NICO Project of MCC Jinji Mining Development Corporation existed an indication of
impairment. On Decemeber, 31, 2015, the balance value of the fixed assets was 986,957 ten
thousand yuan. The Group had executed impairment evaluation based on the present value of
future cash flows and calculated in accordance with 5 years financial budgets approved by
management layer and 14.29% of pre-tax discount rate. Future cash flows is obtained based on
estimated production capacity, annual plans, the future price of nickel and cobalt forecast,
expected revenue growth and gross margin as well as the forecasts of productive life, and the
influnces by PNG Party execution right (Note 8(15)). Based on the impairment assessment,
management layer of the Group have made provision for impairment was 65,618 ten thousand
(2014: none). The fixed assets belong to resources segment.

)] The subsidiary of the Group, Mcc Argentina Mining Co. Ltd operates Argentina Sierra Granda
Iron Ore Mine Project (Argentina Sierra Granda Iron Ore Mine Project)” In 2015, the price of iron
ore had been sustainly falling, and even showed the lowest point since 2008. Influenced by the
price of iron ore, the project couldn’t complete production capacity plan, the operating gross
margin became minus, and the fixed assets existed an indication of impairment. The
management layer of the Group based on iron ore price trend and forecasts of Argentina Sierra
Granda Iron Ore Mine Project, and had arrued fixed assets provision for impairment RMB 12,445
ten thousand yuan (2014: none). The fixed assets belong to resources segment.

(19) Construction in progress

31 December 2015 31 December 2014
Reduction Reduction
Balance reserves Book value Balance reserves Book value

Infrastructure Projece of MJAM 94,142.78 0.00 94,142.78 85,784.56 0.00 85,784.56

Zhanjiang Iron and Steel Environment BOO

Project 72,948.23 0.00 72,948.23 12,009.52 0.00 12,009.52

Office Building Renovation of China

Nonferrous Engineering co., LTD. 31,085.09 0.00 31,085.09 18,760.03 0.00 18,760.03

Duda Lead-zinc Project (i) 81,008.00 60,320.25 20,687.75 75,742.00 60,320.25 15,421.75

Slag Line remould cement production line

project 18,524.57 0.00 18,524.57 0.00 0.00 0.00

Zhongye Changtian Science and Technology

Industrial Park Office Building 18,284.85 0.00 18,284.85 6,395.91 0.00 6,395.91

WISCODRI building Project 10,864.42 0.00 10,864.42 2,594.04 0.00 2,594.04

Ultra-pure Polycrystalline Silicon Energy

conservation technical innovation program 7,870.66 0.00 7,870.66 2,091.51 0.00 2,091.51

CISDI Chengdu Research and Development

and Design Center 7,551.90 0.00 7,551.90 1,808.16 0.00 1,808.16

Junliangcheng City Base Construction

projects 7,388.52 0.00 7,388.52 5,482.75 0.00 5,482.75

Others 77,044.91 798.76 76,246.15 80,030.62 0.00 80,030.62

426,713.93 61,119.01  365,594.92 290,699.10 60,320.25  230,378.85
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8 Notes to the consolidated financial statements(Continued)

(19) Construction in progress(Continued)

@) The ending balance of construction in process at the end of the period (Continued)

Infrastructure Projece of MJAM

Zhanjiang Iron and Steel Environment BOO
Project

Office Building Renovation of China
Nonferrous Engineering co., LTD.

Duda Lead-zinc Project (i)

Slag Line remould cement production line
project

Zhongye  Changtian Science  and
Technology Industrial Park Office Building

WISCODRI building Project

Ultra-pure Polycrystalline Silicon Energy
conservation technical innovation program
CISDI Chengdu Research and
Development and Design Center
Junliangcheng City Base Construction
projects

Others

Proportion of . Of
. which:Curre Current
Current project cost as Accumulated  nt interest interest
Budget 31 Dec year Transfer to compared with Progress interest capitalizatio capitalization Fund
number 2014 additions  fixed assets Others 31 Dec 2015 budget (%) (%) capitalization n rate (%) resource
Self-raised
2,384,780.00 85,784.56 8,358.23 0.00 0.00 94,142.78 19.12 19.12 0.00 0.00 fund
Self-raised
fund and
Loan from
124,300.00 12,009.52  60,938.72 0.00 0.00 72,948.23 58.69 58.69 1,411.99 1,411.99 5.60 financial
Loan from
68,000.00 18,760.03 12,325.06 0.00 0.00 31,085.09 45.71 4571 1,522.75 1,275.31 6.38 financial
Self-raised
fund and
Loan from
107,044.80  75,742.00 5,266.00 0.00 0.00 81,008.00 75.68 75.68 548.43 548.43 5.00 financial
Self-raised
18,883.20 0.00 18,524.57 0.00 0.00 18,524.57 98.10 98.10 0.00 0.00 fund
Self-raised
56,900.00 6,395.91 12,920.46 1,031.52 0.00 18,284.85 62.49 62.49 0.00 0.00 fund
Self-raised
22,000.00 2,594.04 8,270.39 0.00 0.00 10,864.42 51.00 51.00 0.00 0.00 fund
Self-raised
51,690.00 2,091.51 6,247.98 468.83 0.00 7,870.66 15.25 15.25 0.00 0.00 fund
Self-raised
76,655.00 1,808.16 5,743.74 0.00 0.00 7,551.90 9.85 9.85 0.00 0.00 fund
Self-raised
12,000.00 5,482.75 1,905.77 0.00 0.00 7,388.52 97.35 97.35 0.00 0.00 fund
2,445,724.98 80,030.62 72,752.96 67,679.17 8,059.52 77,044.91 / / 2,449.12 35.09 / /
5,367,977.98 290,699.10 213,253.88 69,179.52 8,059.52 426,713.93 / / 5,932.29 3,270.82 / /
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Notes to the consolidated financial statements(Continued)

Construction in progress (Continued)

The amount of restricted construction in progress and the reasons for restriction are disclosed in Note

8(25).

In 2015, the Group accured reduction reserves 798.76 ten thousand yuan.

In 2014, the Group began to carry out technological transformation to Duda lead-zinc mine project assets,
as Duda lead-zinc mine project existed an indication of impairment, the group made a renewal estimate to
the main factor to affect asset impairment of projects under construction. According to the results of the
assessment, the Group withdrew preparation for the impairment of assets 16,412 ten thousand yuan. On
December 31, 2015, the Group have accured reduction reserves 60,320 ten thousand yuan.

Until December 31, 2015, the Group had update assessment on main factors, according to the results, no
need to accure reduction reserves further.

Project Material

Proprietary material
Special hardware
Tools and instruments
prepare for production
Other

Current Current
1 Jan 2015 addtion reduction 31 Dec 2015
1,033.67 4 558.87 3,051.69 2,540.85
3,652.70 3,383.04 2,276.65 4,759.09
73.18 24.50 30.36 67.32
2.12 0.00 -0.13 2.25
4,761.67 7,966.41 5,358.57 7,369.51
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Notes to the consolidated financial statements(Continued)

Intangible assets

Concession
Land use Mining trademark
rights rights Patents Software rights Other Total

Cost

1 January 2015 871,168.70 399,696.70 4,889.38 43,297.21 723,513.32 27.00 2,042,592.31

Current year additions 13,603.76  11,897.10 339.37 3,615.02 51,485.21 109.46 81,049.92

Current year reductions 38,644.29 15,477.23 426.90 99.28 666.99 0.00 55,314.69

31 December 2015 846,128.17 396,116.57 4,801.85 46,812.95 774,331.54 136.46 2,068,327.54
Accumulated amortization

1 January 2015 121,119.83 9,132.18 3,661.45 25,734.35 52,299.45 27.00 211,974.26

Current year additions 17,196.37 951.51 237.42 5,127.79  13,923.06 3.65 37,439.80

Current year reductions 5,079.66 478.60 377.63 135.24 209.87 0.00 6,281.00

31 December 2015 133,236.54 9,605.09 3,521.24 30,726.90 66,012.64 30.65 243,133.06
Provision for impairment

1 January 2015 23,808.41 197,899.62 0.00 0.00 0.00 0.00 221,708.03

Current year additions 4,175.20 56,930.17 0.00 1.66 0.00 0.00 61,107.03

Current year reductions 1,989.28 10,977.48 0.00 0.00 0.00 0.00 12,966.76

31 December 2015 25,994.33 243,852.31 0.00 1.66 0.00 0.00 269,848.30
Book value

31 December 2015 686,897.30 142,659.17 1,280.61 16,084.39 708,318.90 105.81 1,555,346.18

31 December 2014 726,240.46 192,664.90 122793 17,562.86 671,213.87 0.00 1,608,910.02

The amount of restricted intangible assets and the reasons for restriction are disclosed in Note 8(25).
There is no classified as intangible assets for sale.

Because the Cape Lambert Iron Ore Project feasibility study held by MCC Australia Holdings Ltd (a
wholly-owned subsidiary of the Metallurgical Corporation of China LTD, hereinafter referred to as
"MCCAH") existed an indication of impairment, from 2012-2014, the Group all employed an independent
valuer, Jones Lang LaSalle Corporate Appraisal and Consulting Limited (hereinafter referred to as
"Jones Lang LaSalle") to assess anticipated recoverable amount of Cape Lambert assets. According to
the results of assessing impairment, the accumulated provision for asset impairment on mining rights
was RMB 197,899 ten thousand yuan until 31 December 2014, including RMB 49,419 ten thousand
yuan because of the accumulated change of Austrilian dollar exchange rate.

On 31 December 2015, the Group employed Jones Lang LaSalle to assess the project progress and
other factors could influence impairment. According to result of assessment and the consideration of
future operation plan of management layer of the Group, the Group accured provision for impairment
RMB 56,203 ten thousand yuan (2014: RMB 17,697 ten thousand yuan). Until 31 December 2015, the
accumulated provision for asset impairment on mining rights was RMB 60,396 ten thousand yuan,
including RMB 60,396 ten thousand yuan because of the accumulated change of Austrilian dollar
exchange rate. The intangible assets belong to resource segment.
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Notes to the consolidated financial statements(Continued)

Goodwill

Beijing Xin’an Real Estate
Development Co., Ltd

Shanghai Sangang Transport
Handing Co., Ltd.

MCC Finance Co., Ltd.

MCC Argentina Mineral Co., Ltd.
Chengde Tiangong Architectural
Design Co., Ltd.

Ningcheng County Hongda Mining
Co., Ltd.

Beijing Tianrun Construction
Engineering Co., Ltd

Qingdao Jin Ze Hua Di Real Estate
Co., Ltd.

Shanghai Yigang Electrical and
Mechanical Co., Ltd

Beijing Shengpeng Real Estate
Development Co., Ltd.

Beijing Haike Real Estate
Development Co., Ltd.
Shanghai Wugang Equipment
Engineering Co., Ltd.

Wuhan Huaxia Fine Blanking
Technology Co., Ltd.

1 January 2015

Original Cost

1,182.98

967.64
10,503.15
9,656.00

3,346.02
718.68
514.16
977.93

44.85

9,492.34
647.68
111.37

83.69

Provision for
impairment

1,182.98

967.64
0.00
0.00

0.00
0.00
0.00
764.37
0.00

9,492.34
647.68
0.00

0.00

Net Book
Value

0.00

0.00
10,503.15
9,656.00

3,346.02
718.68
514.16
213.56

44.85

0.00

0.00

111.37

83.69
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Current
year
additions

0.00

0.00
0.00
0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Curre
nt year
reductions

0.00

0.00
0.00
2,656.67

0.00
0.00
0.00
0.00
0.00

0.00

0.00

0.00

0.00

31 December 2015

Original
Cost

1,182.98

967.64
10,503.15
6,999.33

3,346.02
718.68
514.16
977.93

44.85

9,492.34
647.68
111.37

83.69

Provision for
impairment

1,182.98

967.64
0.00
6,999.33

0.00
0.00
0.00
779.92
0.00

9,492.34

647.68

0.00

0.00

Net Book
Value

0.00

0.00
10,503.15
0.00

3,346.02
718.68
514.16
198.01

44.85

0.00

0.00

111.37

83.69
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8 Notes to the consolidated financial statements(Continued)

(22) Goodwill(Continued)

1 January 2015 Current 31 December 2015
Provision for Net Book Current year Provision for Net Book
Original Cost impairment Value  year additions reductions Original Cost  impairment Value

Beijing Guangyuanli Real Estate

Development Co., Ltd. 17,088.56 17,088.56 0.00 0.00 0.00 17,088.56 17,088.56 0.00

China Metallurgical Construction

Group Chongging Heyuan

Concrete Co., Ltd 1,853.33 0.00 1,853.33 0.00 0.00 1,853.33 0.00 1,853.33
57,188.38 30,143.57 27,044.81 0.00 2,656.67 54,531.71 37,158.45 17,373.26

@) Goodwill impairment test method and the impairment provision method:

The recoverable amount of an asset group is based on the present value of expected future cash flow of the asset management approval,China
Metallurgical Group finance co., LTD., using a 17.33% pre-tax discount rate.Cash flow forecast during the period of budget according to expected
revenue growth and gross margin during the budget period. Income growth budget determined according to expected rate of growth of the industry,
and gross margin budgets according to the expression of the market and management.

On December 31, 2015, the management layer of the Group accured full provision for impairment of goodwill by MCC Argentina Mineral Co., Ltd.
The original cost of MCC Argentina Mineral Co., Ltd reduced RMB 2,656.67 ten thousand yuan causing by Argentina peso exchange rate change.
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Notes to the consolidated financial statements(Continued)

Long Term Deferred Expenses

Current year Current year Others

1 Jan, 2015 additions amortizations reductions 31 Dec, 2015
Management & improvement
expenditure of fixed assets 2,859.50 1,118.51 1,274.53 0.00 2,703.48
Insurance expenses 1,074.38 1,835.21 707.06 8.74 2,193.79
Rental expense 4,331.60 227.98 767.82 0.00 3,791.76
Repair charge 916.95 824.40 422.84 0.00 1,318.51
Others 7,594.27 7,141.56 3,737.09 117.58 10,881.16
Total 16,776.70 11,147.66 6,909.34 126.32 20,888.70

Other non-current assets

Others

The assets restricted Ownership

Monetary capital

Notes receivable
Accounts receivable
Inventories

Property for investment
Fixed assets
Construction in process
Intangible assets
Others

31 December 2015

31 December 2014

11,000.00 13,744.14
11,000.00 13,744.14
Current year Current year

1 Jan, 2015 additions reductions. 31 Dec, 2015
489,451.84 581,629.24 546,012.27 525,068.81
74,458.48 25,661.16 82,958.48 17,161.16
176,720.13 89,412.00 104,106.29 162,025.84
794,215.32 480,279.32 295,352.79 979,141.85
38,471.87 220.34 1,156.35 37,535.86
53,735.05 68,738.77 12,850.55 109,623.27
0.00 0.00 0.00 0.00
43,330.49 80,638.05 8,931.06 115,037.48
17,417.20 0.00 17,417.20 0.00
1,687,800.38 1,326,578.88 1,068,784.99 1,945,594.27
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Notes to the consolidated financial statements(Continued)

The assets restricted Ownership(Continued)

Limited reasons

Monetary capital
Notes receivable
Accounts
receivable
Inventories
Property for
investment
Fixed assets
Construction in
process
Intangible assets
Others

Mortgage Pledge Freeze  Other reasons Total
0.00 44,646.26 35,965.27 444,457.28 525,068.81

0.00 17,161.16 0.00 0.00 17,161.16

0.00 162,025.84 0.00 0.00 162,025.84
979,141.85 0.00 0.00 0.00 979,141.85
37,535.86 0.00 0.00 0.00 37,535.86
91,168.41 0.00 18,454.86 0.00 109,623.27
0.00 0.00 0.00 0.00 0.00

0.00 101,540.95 9,112.35 4,384.18 115,037.48

0.00 0.00 0.00 0.00 0.00
1,107,846.12 325,374.21 63,532.48 448,841.46 1,945,594.27

Short-term borrowing

Guaranteed
loan(a) -
Mortgaged
Pledged
Guaranteed

Fiduciary Loan

31 December 2015

31 December 2014

97,822.01
52,412.00
32,468.00
3,954,885.22

4,137,587.23

20,800.00
40,000.00
5,000.00
3,941,504.83

4,007,304.83

Up to 31 December 2015, the assets sorts and amount of the mortgaged loan could be attached to
Note 8(25); the assets sorts and amount of the pledged loan could be attached to Note 8(25).

On December 31, 2015, the weighted average annual interest rate is 5.46% (2014: 6.14%).
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Notes to the consolidated financial statements(Continued)
Derivative Financial Liabilities
31 December 2015

Future foreign exchange settlement 1,433.86

31 December 2014

0.00

1,433.86

0.00

Notes payable

31 December 2015

31 December 2014

Banker's acceptance 1,438,769.65 1,131,551.58
Trade acceptance 126,584.08 49,297.49
1,565,353.73 1,180,849.07

Accounts payable
31 December 2015

31 December 2014

Within 1 year 6,483,687.47 5,272,528.01
1to 2 years 1,507,630.30 1,558,495.05
2 to 3 years 786,305.96 493,018.23
Over 3 years 584,572.66 493,386.70

9,362,196.39 7,817,427.99

Advance Receipt
31 December 2015

31 December 2014

Percent Percent

Amount (%) Amount (%)

Within 1 year 2,365,011.31 78.40 2,696,817.72 79.26
1to 2 years 351,041.67 11.64 417,865.49 12.38
2 to 3 years 142,175.57 4.70 102,537.81 3.01
Over 3 years 158,551.60 5.26 185,144.60 5.45
3,016,780.15 100.00 3,402,365.62 100.00
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Notes to the consolidated financial statements(Continued)

Payroll payable

Employee pay payable presents:

1. Short-term payment

2. Welfare after service- set the
escrow

3. Dismission welfare

4. Other benefits

Short-term payment presents:

1. Wage,bonus, allowances and
subsidies

2. Welfare expense of employee
3. Social security fee

Including: Medical insurance
premiums

Industrial injury insurance premium
Maternity insurance

4. Housing funds

5. Union funds and employee
education expenses

Current year

Current year

1 Jan 2015 additions reductions. 31 Dem 2015
177,135.34 1,504,509.59 1,497,621.66 184,023.27
18,393.89 268,611.72 266,998.04 20,007.57
2,059.59 5,666.17 5,436.34 2,289.42
2,310.17 23,733.97 23,896.38 2,147.76
199,898.99 1,802,521.45 1,793,952.42 208,468.02
Current year Current year
1 Jan 2015 additions reductions. 31 Dem 2015
100,179.66 1,197,598.17 1,195,923.94 101,853.89
285.10 39,348.01 38,122.71 1,510.40
5,408.09 105,245.53 107,157.78 3,495.84
5,285.67 92,022.62 94,058.94 3,249.35
86.45 7,606.08 7,492.94 199.59
35.97 5,616.83 5,605.90 46.90
13,612.97 134,462.52 133,372.28 14,703.21
57,649.52 27,855.36 23,044.95 62,459.93
177,135.34 1,504,509.59 1,497,621.66 184,023.27

The Group pays the endowment insurance and unemployment insurance according to the
regulations of the state. In addition to the monthly pay cost, the Group no longer bears the payment
obligation further. Corresponding spending recorded into the current profits and losses or the cost of

the related assets.

Set the escrow

Current year

Current year

1 Jan 2015 additions reductions. 31 Dem 2015
The basic pension insurance 12,771.63 210,890.22 210,956.59 12,705.26
Unemployment insurance 735.27 14,310.56 14,343.14 702.69
expense
Supplementary pension 4,886.99 43,410.94 41,698.31 6,599.62
insurance(Annuity)
Others 0.00 0.00 0.00 0.00
18,393.89 268,611.72 266,998.04 20,007.57
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Notes to the consolidated financial statements(Continued)

Taxes payable

Value added tax payable
Consumption tax payable
Business tax payable
Resources tax payable
Business income tax payable
Land value increment tax
City maintenance and construction tax payable
Housing property tax ayable
Tenure tax payable

Personal income tax payable
Educational fee payable
Other taxes and dues

Interest payable

Long-term interest on borrowing of Installment
payment of interest due and principal
repayments

Interest on corporate bonds

Interest on short-term borrowings

Others

31 December 2015

31 December 2014

-28,712.67 -10,460.52
275.52 463.05
406,107.34 397,687.80
713.59 943.06
152,851.22 152,856.74
-28,566.02 -5,466.35
32,404.96 30,956.61
2,345.46 2,356.21
3,749.26 3,348.22
37,398.31 35,984.98
21,689.86 21074.07
13,537.66 15,667.39
613,794.49 645,411.26

31 December 2015

31 December 2014

14,497.91 12,896.78
50,019.93 73,609.17
15,290.72 16,407.26

4,063.03 6,179.30
83,871.59 109,092.51
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Notes to the consolidated financial statements(Continued)

Dividends payable

Divided into preferred stock or perpetual
equity

Capital Securities dividend as
instrument
Others

Other payables

Presented by characters :

Cash pledge and deposit payables
Rental fees payables

Water and electricity payables
Repair charge payables

Land- transferring fees payables
Others

31 December 2015

31 December 2014

17,001.02 0.00
62,103.14 50,492.44
79,104.16 50,492.44

31 December 2015

31 December 2014

975,943.77 906,386.67
26,167.48 28,338.08
36,144.57 23,049.64
33,379.42 30,647.26

941.34 10,426.80

557,490.36 612,094.25

1,630,066.94 1,610,942.70

Non-current liabilities due within one year

Long-term borrowings due within one year

Payable bonds due within one year

The welfare of retired and retired inside
staff wihin one year

Other anticipation liabilities due within one
year

Long-term payable within one year

Other long-term liabilities due within one
year

31 December 2015

31 December 2014

942,939.35 662,046.94
575,943.72 672,240.32
44,584.49 43,442.38
0.00 46.65
18,294.60 9,820.55
23.03 0.00
1,581,785.19 1,387,596.84
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(37) Other current liabilities

31 December 2015

31 December 2014

Deferred income 0.00 0.00
Short-term financing bond(a) 2,000,000.00 1,990,000.00
Others 13,139.86 6,993.31
2,013,139.86 1,996,993.31
@) Changes in the increase or decrease in short-term bonds payable:
Amortization
Bond . . of bond's o
) . Year Issuedthis  Provision ) Repay in this .
Issue date  period Issuing o . premium Year ending
Types of bonds Face value beginning year for interest ) year
value price and balance
balance at par )
(days) conversion
into money
Short-term
financing bonds 400,000 2014/7/17 365 400,000 400,000 - 12,208 - 400,000 -
Short-term
financing bonds 390,000 2014/8/13 365 390,000 390,000 - 12,261 - 390,000 -
Short-term
financing bonds
0) 400,000 2015/9/21 366 400,000 - 400,000 3,902 - - 400,000
Short-term
financing
bonds(ii) 400,000 2015/11/11 366 400,000 - 400,000 1,928 - - 400,000
SCP 300,000 2014/7/14 270 300,000 300,000 - 4,110 - 300,000 -
SCP 300,000 2014/9/17 270 300,000 300,000 - 6,781 - 300,000 -
SCP 300,000 2014/10/27 180 300,000 300,000 - 4,197 - 300,000 -
SCP 300,000 2014/11/19 180 300,000 300,000 - 4,934 - 300,000 -
SCP 300,000 2015/417 180 300,000 - 300,000 7,397 - 300,000 -
SCP 300,000 2015/4/22 240 300,000 - 300,000 8,482 - 300,000 -
SCP (iii) 300,000 2015/5/11 270 300,000 - 300,000 7,480 - - 300,000
SCP (iv) 400,000 2015/8/10 270 400,000 - 400,000 4,966 - - 400,000
SCP (v) 200,000 2015/9/15 270 200,000 - 200,000 2,046 - - 200,000
SCP(vi) 300,000 2015/10/27 270 300,000 - 300,000 1,705 - - 300,000
4,590,000 / / 4,590,000 1,990,000 2,600,000 82,396 - 2,590,000 2,000,000
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Notes to the Consolidated Financial Statements
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[English translation for reference only]

Notes to the consolidated financial statements(Continued)
Other current liabilities(Continued)

Approved by the Chinese Association of Interbank Market Dealers ([2015] CP282) the Group has
issued the first short-term financing bond of Metallurgical Corporation of China LTD on Sep 21,
2015. The actual total was RMB 400,000.00 ten thousand yuan, due after 366 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.57% annual coupon and mature at par.

Approved by the Chinese Association of Interbank Market Dealers ([2015] CP281) the Group has
issued the second short-term financing bond of Metallurgical Corporation of China LTD on Nov 21,
2015. The actual total was RMB 400,000.00 ten thousand yuan, due after 366 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.60% annual coupon and mature at par.

Approved by the Chinese Association of Interbank Market Dealers ([2014] SCP59) the Group has
issued the third super short-term financing bond of Metallurgical Corporation of China LTD on May
11, 2015. The actual total was RMB 300,000.00 ten thousand yuan, due after 270 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.90% annual coupon and mature at par.

Approved by the Chinese Association of Interbank Market Dealers ([2014] SCP59) the Group has
issued the forth super short-term financing bond of Metallurgical Corporation of China LTD on Aug
10, 2015. The actual total was RMB 400,000.00 ten thousand yuan, due after 270 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.20% annual coupon and mature at par.

Approved by the Chinese Association of Interbank Market Dealers ([2014] SCP59) the Group has
issued the fifth super short-term financing bond of Metallurgical Corporation of China LTD on Sep
15, 2015. The actual total was RMB 200,000.00 ten thousand yuan, due after 270 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.50% annual coupon and mature at par.

Approved by the Chinese Association of Interbank Market Dealers ([2014] SCP59) the Group has
issued the sixth super short-term financing bond of Metallurgical Corporation of China LTD on Oct
27, 2015. The actual total was RMB 300,000.00 ten thousand yuan, due after 270 days of the issue
date, issued at par. The bonds are unsecured bonds The bonds as collateral, They pay a fixed
3.25% annual coupon and mature at par.
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Notes to the consolidated financial statements(Continued)

Long-term borrowings

31 December 2015

Guaranteed loan(a) -

31 December 2014

Mortgaged 684,117.73 661,327.28

Pledged 84,613.84 60,967.12

Guaranteed 0.00 0.00

Fiduciary Loan 2,100,200.83 2,072,741.00
2,868,932.40 2,795,035.40

Minus:current portion of

long-term borrowings 942,939.35 662,046.94
1,925,993.05 2,132,988.46

Until Dec 31 2015, assets class and amount of mortgate loan, see attached Note 8(25); assets class

and amount of pledge loan, see attached Note 8(25).

The Group has not significant overdue long-term borrowings.

On Dec 31, 2015, Long-term borrowing weighted average interest rate was 5.07% (Dec 31,2014

6.09%).
Payable Bonds

Current year

Current year

1 Jan 2015 additions reduction 31 Dec 2015

Fixed rate corporate
bond 270,400.00 0.00 0.00 270,400.00
Medium-term note 1,542,324.23 0.00 1,492,324.23 50,000.00
Dollar bond 904,108.36 0.00 -61,508.40 965,616.76
Corporate bond 500,000.00 186,996.05 199,820.48 487,175.57
3,216,832.59 186,996.05 1,630,636.31 1,773,192.33
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Notes to the consolidated financial statements(Continued)

Payable Bonds (Continued)

Corporate bond (a)
Corporate Medium-term
note

Corporate Medium-term
note

Dollar bond (b)
Medium-term note
Corporate bond

Corporate bond
Privately raised company
bond

Dollar bond (c)

Dollar bond (d)
Corporate bond (f)
Corporate bond -SGD(e)

Face value

350,000.00
1,000,000.00

470,000.00
332,210.00

50,000.00
200,000.00
200,000.00

100,000.00
307,685.00
308,190.00

50,000.00
136,740.00

3,504,825.00

Issuing date

2008-7-23
2010-9-19

2010-11-15
2011-7-29
2011-4-11

2012-10-11

2013-12-12

2014-4-29
2014-6-16
2014-8-28
2015-12-24
2015-5-21

Bond
period
(year)

10

10

w w oo,

N 01w ww

Amortization of

Less: Bonds payable including other current liability and non-current liability due within one year

Corporate bond
Corporate Medium-term
note

Dollar bond (d)
Corporate Medium-term
note

Corporate bond

Face value
200,000.00

470,000.00
332,210.00

50,000.00
200,000.00

1,252,210.00

Issuing date
2012-10-11

2010-11-17
2011-7-29

2011-4-11
2013-12-12

Bond
period

(vear)
3

5
5

bond's
premium price
. and .

Beginning Issued this Interest for  conversion into Repay this Ending
Release amoun balance year interest at par money year balance
350,000.00 270,400.00 0.00 16,723.47 0.00 0.00 270,400.00
997,111.00 1,020,083.92 0.00 28,353.42 20,083.92 1,000,000.00 0.00
468,640.00 472,240.31 0.00 19,557.24 2,240.31 470,000.00 0.00
318,843.20 306,430.34 0.00 18,122.97 -19,513.38 0.00 325,943.72
50,000.00 50,000.00 0.00 2,695.00 0.00 0.00 50,000.00
200,000.00 200,000.00 0.00 8,471.39 0.00 200,000.00 0.00
200,000.00 200,000.00 0.00 12,900.00 0.00 0.00 200,000.00
100,000.00 100,000.00 0.00 6,350.00 0.00 0.00 100,000.00
295,393.00 295,495.03 0.00 9,735.70 -22,433.23 0.00 317,928.26
305,043.40 302,182.99 0.00 10,336.74 -19,561.79 0.00 321,744.78
50,000.00 0.00 50,000.00 48.61 0.00 0.00 50,000.00
136,115.10 0.00 136,996.05 2,368.30 -179.52 0.00 137,175.57
3,471,145.70 3,216,832.59 186,996.05 119,528.76 -39,363.69 1,670,000.00 1,773,192.33

Amortization of

bond's

premium price

. and )

Beginning Issued this Interest for  conversion into Repay this Ending
Release amoun balance year interest at par money year balance
200,000.00 200,000.00 0.00 8,471.39 0.00 200,000.00 0.00
468,640.00 472,240.31 0.00 19,557.24 2,240.31 470,000.00 0.00
318,843.20 306,430.34 0.00 1,988.89 -19,513.38 0.00 325,943.72
50,000.00 50,000.00 0.00 2,695.00 0.00 0.00 50,000.00
200,000.00 200,000.00 0.00 12,900.00 0.00 0.00 200,000.00
1,237,483.20 1,228,670.65 0.00 45,612.52 -17,273.07 670,000.00 575,943.72
2,544,592.27 1,197,248.61
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Notes to the consolidated financial statements(Continued)
Payable Bonds (Continued)

Approved by the national development and reform commission, the Group issued company bonds
in July 2008. The face value was RMB 350,000.00 ten thousand yuan, and due within 10 years
since the issue date, Issued at par, an interest rate of 6.10%. The issuer has the rights to decide in
the bonds duration that at fifth years end up-regulate the face value of 5 years later, the scope is
0-100 base point. The investors have a right register the bond in putable period according to the
bonds putable execution method, they could sell entire of partrial bonds as par to the company, or
choose to stay hold. On July 24, 2013, the company had made buy-back the bonds RMB 79,600 ten
thousand yuan from the holders.

MCC holdings (Hong Kong) co., LTD., released dollar bonds on July 29, 2011, face value is $500
million, the actual total is $497.0250 million, due within 5 years since the issue date, and issued at a
discount. The bond guaranteed by the China MCC Group co., LTD., they pay a fixed 4.875%
semi-annual coupon and mature at par.

MCC holdings (Hong Kong) co., LTD., released dollar bonds on June 16, 2014, face value is $500
million, the actual total is $480.0250 million, due within 3 years since the issue date, and issued at a
discount. The bond guaranteed by bank of china London branch, they pay a fixed annual interest
rate 2.625%, per-quarter coupon and mature at par.

MCC holdings (Hong Kong) co., LTD., released dollar bonds on Aug 28, 2014, face value is $500
million, the actual total is $494.89 million, due within 3 years since the issue date, and issued at a
discount. The bond guaranteed by Agricultural Bank of China head office, they pay a fixed annual
interest rate 2.500%, per-quarter coupon and mature at par.

Central Research Institute of Building and Constrution Co. Ltd released SGD bonds on May 21,
2015, face value is SGD 30,000 ten thousand, the actural total is SGD 29970.9 ten thousand, due
within 2 years since the issue date, and issued at a discount. The bond guaranteed by the Group,
they pay a fixed annual interest rate 2.950%, semi-annual coupon and mature at par.

MCC Real Estate Group Corporation Limited released un-public corporate bond on Dec 24, 2015,

face value is RMB 50,000 ten thousand, par issue, interest rate 5%. At each year end of bonds
duration, issuer could adjust interest option and investors could adjust putable option.
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[English translation for reference only]

Notes to the consolidated financial statements(Continued)

Long-term payable

31 December 2015

31 December 2014

Financial lease payable 71,081.24 60,380.02
Others 13,265.04 4,586.96
84,346.28 64,966.98
Less:current portion of long-term borrowing 18,294.60 9,820.55
66,051.68 55,146.43
Specific Payable
1Jan2015 Curentyear  Currentyear g, 5005615
additions reduction
Specific Payable 2,250.05 1,129.20 870.92 2,508.33
less:Long-term Specific
Payable due within one year 0.00 -- -- 23.03
2,250.05 -- -- 2,485.30
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Notes to the consolidated financial statements(Continued)

Long-term Payroll Payable

1 Jan 2015
Long-term employee pay
payable 472,331.63
less:Long-term
employee pay payable
due within one year 43,442.38
428,889.25

Changed condition of defined benefit plan

Year beginning balance

Defined benefit cost accounted into current
profit and loss

1. Past service cost

2. Net interest

Defined benefit cost accounted into other
comprehensive income

1. An actuarial loss(the profit shown with“—")
Other change

1.Prepaid welfare

Current year

additions

47,465.50

31 December 2015

Current year
reduction

43,605.03

31 Dec 2015

476,192.12

44,584.49

431,607.63

31 December 2014

Year end balance

437,911.70 456,682.60
13,920.80 21,032.00
-88.00 2,455.30
14,008.80 18,576.70
41,833.20 14,804.70
41,833.20 14,804.70
-50,819.80 -54,607.60
-50,819.80 -54,607.60
442,845.90 437,911.70

The statement of the content and relevant risk of defined benefit obligation influence the future cash

flow, time and probabilistic:

Setting benefit plans for December 31, 2007 retired worker supplementary retirement benefits.
Received benefits after retirement is depending on the position and length of service of retirement
and wages. The Group's set to benefit from the balance sheet date plan duty is by external
independent actuaries Towers Watson consulting firm according to the unit method of the expected

cumulative welfare to calculate.

Present value of defined benefit obligation of the Group weighted average duration was 7years.

105



CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

8 Notes to the consolidated financial statements(Continued)

(42) Long-term Payroll Payable(Continued)

(c) Expected expiration analysis of non-discounting after-service welfare

Whin 1 year 1-2 years 2-5 years Over 5 years Total
After-service 45,248 41,001 99,952 322,081 508,282

welfare

Defined benefit obligation takes many kinds of risk to the Group including risk of changes in interest
rates of treasury bond, risk of inflation and risk of longevity and so on. Decline in interest rates of
treasury bond would lead to an increase of defined benefit liabilities, but the Group trust that the yield
rate government treasury bond would not has a significant fluctuations; The change of inflation rate
would influence the annual growth rate retiree and survivor’s living expenses and the amount of
employee medical expense claim, but the Group think that was not a significant risk; The increase in
life expectancy would lead to increased setting benefit plan liabilities.

(2) Main actuarial assumption and results demonstrate of sensitivity analysis of defined benefit
obligation:
€)) Main actuarial assumption of present worth of defined benefit obligation of the Group
Dec 31, 2015 Dec 31, 2014
Discount rate 2.90% 3.60%
China life insurance China life insurance
Mortality rate pension life table 2000-03  pension life table 2000-03
pagedown 2years pagedown 2years
The annual grO\_/vth rate of Ilv!ng 4.50% 4.50%
expenses of retiree and survivor
The annual growth rate of medical 8.00% 8.00%

expense claims of all kinds of staffs

(b) Sensitivity analysis of main actuarial assumption of present worth of defined benefit obligation of the

Group
Influence to setting benefit
Changes in the obligations
assumptions Assuming Assuming
increase decrease
Discount rate 0.25% Down 1.90% Up 1.80%
The annual growth rate of living 1.00% Up 1.50% Down 1.20%
expenses of retiree and survivor
The annual growth rate of medical 1.00% Up 2.30% Down 1.90%

expense claims of all kinds of staffs
The above sensitivity analysis is based on a hypothesis which other assumptions are unchanged,
but in fact assumptions are often interrelated. The sensitivity analysis when calculating the present
value of setting benefit obligations also USES the expected cumulative welfare unit method.

The major assumptions used in methods and types of sensitivity analysis compared with the
previous year, has not changed.
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8 Notes to the consolidated financial statements(Continued)
(43) Anticipation liabilities

Current year Current year

1 Jan 2015 - ) 31 Dec 2015
additions reductions
Pending litigation or pending
arbitration 10,196.02 1,027.63 9,371.55 1,852.10
Product quality assurance 25.20 41.98 0.00 67.18
Environmental recovery
preparation 13,680.58 4,815.31 80.51 18,415.38
Others 220,978.65 1,885.53 61,917.04 160,947.14
244,880.45 7,770.45 71,369.10 181,281.80
Less: Expected liabilities due
within 1 year 46.65 -- - 0.00
244,833.80 181,281.80
(44) Deferred tax assets and deferred liabilities
Not offset deferred tax assets and deferred income tax liabilities are as follows:
(a) Deferred tax assets
31 December 2015 31 December 2014
D ibl D ibl
Deferred tax eductible Deferred tax eductible
temporary temporary
assets : assets :
differences differences

Provision for

impairment of

assets 257,751.98 1,320,898.68 210,403.60 1,050,661.33
Charge in fair value

ofavailable-for-sale

financial assets 58.90 235.60 0.00 0.00

Offset internal

unrealized profits 27,613.82 129,425.74 26,287.37 122,996.56

Deductible loss 19,126.22 83,461.39 15,172.81 64,151.42

Eestablished

withdrawing plan 40,726.50 171,871.83 14,011.54 63,172.97

Payroll Payable 11,899.63 56,503.31 13,995.48 67,510.93

Others 22,282.08 106,426.73 51,750.13 228,626.59
379,459.14 1,868,823.29 331,620.93 1,597,119.80
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Notes to the consolidated financial statements(Continued)
Deferred tax assets and deferred liabilities(Continued)

The analysis of the Group unrecognizing deferred income tax assets for deductible temporary
difference and deductible loss is as follows:

31 December 2015 31 December 2014

Deductible temporary
differences 1,344,563.59 853,993.90
Deductible loss 3,404,865.39 2,535,558.87
4.749,428.98 3,389,552.77

The expiry dates of the deductible loss for the unrecognized deferred income tax asset is as follows:

31 December 2015 31 December 2014

2015 0.00 119,072.78
2016 389,276.75 431,589.23
2017 914,131.01 916,393.90
2018 695,164.01 702,307.84
2019 345,633.04 335,129.40
2020 1,060,660.58 0.00
3,404,865.39 2,504,493.15
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Notes to the consolidated financial statements(Continued)

Deferred tax assets and deferred liabilities(Continued)

Deferred tax liabilities

31 December 2015

31 December 2014

Taxable
Deferred tax temporary Deferred tax ~ Taxable temporary
liabilities differences liabilities differences

Business combination
involving entities not
under common control 4,482.97 13,742.35 6,432.04 19,347.58
Changes in fair value of
available-for-sale
financial assets
included in the capital
reserve 9,249.59 37,255.58 8,536.68 34,146.70
Others 24,908.25 100,269.04 37,008.18 149,780.67

38,640.80 151,266.98 51,976.90 203,274.95

The net balances of deferred tax assets and deferred tax liabilities after offsetting and the
deductible or taxable temporary differences after the corresponding offset are as follows:

31 December 2015

31 December 2014

Deferred tax assets, net 373,348.83 331,620.93
Deferred tax liabilities, net 32,530.50 48,187.31
Deferred income
31 Dec2014 ~ curentyear - Currentyear 31 Dec 2015
additions reduction
Deferred income 152,439.09 18,061.64 29,122.69 141,378.04
Others 18,619.32 7,895.71 2,489.98 24,025.05
171,058.41 25,957.35 31,612.67 165,403.09
Of which: Deferred
revenue which is
expected to transfer into
the income statement one
year later 6,619.52 -- -- 11,309.67
Deferred revenue which
is expected to transfer
into the income statement
one year later 164,438.89 -- -- 154,093.42
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8 Notes to the consolidated financial statements(Continued)
(46)  Other non-current liabilities

Current year Current year

1 Jan 2015 additions reduction 31 Dec 2015
Others 3,910.00 0.00 3,910.00 0.00
3,910.00 0.00 3,910.00 0.00
(47) Paid-in capital
1 January 2015 31 December 2015
Proportion Proportion
of total Current of total
Investment balance Current year Investment  balance
amount (%) year additions reductions amount (%)
SASAC 1,033,855.59 100.00 0.00 0.00 1,033,855.59 100.00
1,033,855.59 100.00 0.00 0.00 1,033,855.59 100.00
(48)  Other equity instrument
1 January 2015 Current Current 31 December 2015
year additions year reductions
. . Book . Book .
Quantity Book value Quantity value Quantity value Quantity Book value
Perpetual
capital
securities 3,000.00 295,500.00 0.00 0.00 0.00 0.00 3,000.00 295,500.00
3,000.00 295,500.00 0.00 0.00 0.00 0.00 3,000.00 295,500.00
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Notes to the consolidated financial statements(Continued)

Capital reserves

Capital premium
Other capital reserves

Capital premium
Other capital reserves

Current Current
31 Dec 2014 year year 31 Dec 2015
additions reduction
1,998,301.87 0.00 0.00 1,998,301.87
66,008.72 3,937.94 698.51 69,248.15
2,064,310.59 3,937.94 698.51 2,067,550.02
Current Current
year year
31 Dec 2013 additions reductions 31 Dec 2014
1,998,301.87 0.00 0.00 1,998,301.87
74,168.79 91.12 8,251.19 66,008.72
2,072,470.66 91.12 8,251.19 2,064,310.59
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8 Notes to the consolidated financial statements(Continued)
(50) Other comprehensive income
Current amount
Less: before i
n other comre AT Belonged
The amount | hensive incom Less: to Owner of | AT Belonged
before income | e, current in Income Tax the Parent to Minority 31 Dec
1 Jan 2015 tax profit Expense Company Equity 2015
1. Other
comprehensive
income that
could not be 28,273.89 -42,414.86 0.00 -582.98 -25,545.94 -16,285.94 2,727.96
classfied into
profit and loss in
the future
Of which: the
change of net
liabilities and net
assets of 28,273.89 -42,414.86 0.00 -582.98 -25,545.94 -16,285.94 2,727.96
recalculated
setting profit
plan
2. Other
comprehensive
income that
could be 0.00 0.00 0.00 0.00 0.00 0.00 0.00
classied into
profit and loss in
the future
Of which:
The amount of
available income
]E:gfns) generated 14,334.41 4,054.27 402.17 655.12 1,472.03 1,524.94 | 15,806.45
available-for-sal
e financial
assets
Exchange
differences
arising from ) ) ) ) )
translating 5,163.35 1,742.68 0.00 1,466.79 1,027.63 751.74 6,190.98
foreign
operations
Total 37,444.96 -40,103.27 402.17 -1,394.66 -25,101.53 -14,009.26 12,343.43
(51) Special reserves
Current year Current year
1 Jan 2014 Y ye 31 Dec 2015
additions reduction
Safety production
costs 805.49 151,801.94 151,801.94 805.49
805.49 151,801.94 151,801.94 805.49
Current year Current year
1 Jan 2013 Y ye 31 Dec 2014
additions reduction
Safety production
costs 805.49 140,115.20 140,115.20 805.49
805.49 140,115.20 140,115.20 805.49
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Notes to the consolidated financial statements(Continued)

Undistributed profits

Balance at 1 January 2015 (before

adjustment)
Adjustment

Balance at 1 January 2015 (after

adjustment)

Current year additions

Including: Transfer in of net profit

Other additions
Current year reductions
Including: Appropriation to surplus reserves

Profit distribution to stock

dividend

Increased capital
Other reductions

Balance at 31 December 2015
Including: Cash dividends approved by

the Board of Directors

Revenue and cost of sales

Revenue and cost of sales

2015 2014
-1,086,724.95 -1,259,591.88
0.00 0.00
-1,086,724.95 -1,259,591.88
241,201.73 172,866.93
241,201.73 172,866.93
0.00 0.00
17,970.00 0.00
0.00 0.00
Profit distribution to equity owners 0.00 0.00
0.00 0.00
0.00 0.00
17,970.00 0.00
-863,493.22 -1,086,724.95

2015 2014
Revenue Cost of sales Revenue Cost of sales

Main operations
Other operations

22,045,332.37
147,618.03

19,154,144.36
113,479.85

21,910,731.17
151,894.97

19,101,344.63
109,709.70

22,192,950.40

19,267,624.21

22,062,626.14

19,211,054.33

(b) Analysis according to industries

-Construction contract

-Real Estate
-Equipment
manufacturing
-Resources
development
-Others

2015

2014

Revenue

18,320,833.53
1,930,491.28

834,987.65

691,360.85
267,659.06

Cost of sales

16,006,981.27
1,539,730.23

714,006.17

663,021.25
230,405.44

Revenue

17,548,043.45
2,267,776.79

975,293.82

823,076.46
296,540.65

Cost of sales

15,366,986.45
1,864,707.84

857,103.96

746,051.44
266,494.94

22,045,332.37

19,154,144.36

21,910,731.17

19,101,344.63
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[English translation for reference only]

Notes to the consolidated financial statements(Continued)

Revenue and cost of sales(Continued)

The 5 biggest customers

Unit 1
Unit 2
Unit 3
Unit 4
Unit 5

Business tax and extra

Business tax

City maintenance and construction tax
Educational surcharge

Land appreciation tax

Others

Selling expenses

Packing expense
Payroll

Depreciation cost
Travel expense
office expenses
Traffic expense
Advertising expense
Other expenses

Portions in whole

Revenue revenue (%)
790,291.80 3.56
377,042.50 1.70
286,395.40 1.29
266,000.00 1.20
172,542.10 0.78

1,892,271.80 8.53
2015 2014
455,244.62 451,952.99
39,054.01 41,612.24
29,583.12 31,050.82
17,323.69 28,881.57
23,920.30 21,752.33
565,125.74 575,249.95
2015 2014
840.86 895.27
60,384.85 53,138.00
1,445.97 1,522.31
14,392.31 13,949.50
6,063.35 6,298.61
21,138.09 26,137.28
12,602.00 7,905.62
39,895.85 44,737.19
156,763.28 154,583.78
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Notes to the consolidated financial statements(Continued)

Management expenses

Payroll

Depreciation cost

Amortization of intangible assets
Travel expense

Office expenses

Rental expense

Research and development expense
Repair charge

Consulting fee

Taxation expense

Others

Financial expenses

Interest expenses

Less: Interest income
Exchange gains or losses
Others

2015 2014
425,993.85 406,093.82
56,413.99 56,934.89
21,204.98 20,253.52
30,797.60 31,933.17
36,664.21 39,931.31
17,575.92 14,829.04
292,527.10 221,873.17
26,715.61 23,803.56
6,595.82 8,570.73
36,270.55 41,777.82
98,396.83 89,278.26
1,049,156.46 955,279.29
2015 2014
439,428.03 536,018.54
167,902.51 142,661.55
-12,199.77 29,045.79
34,585.30 48,299.30
293,911.05 470,702.08
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Notes to the consolidated financial statements(Continued)

Loss from Asset Devaluation

Bad debts

Declines in values of inventories
Impairment of financial assets available for sale
Impairment of held-to-maturity investments
Impairment of long-term equity investments
Impairment of investment Real Estate
Impairment of fixed assets

Impairment of construction in progress
Impairment of intangible assets

Impairment of goodwiill

Others

Income from Changes in Fair Value

Financial assets held for trading
Others

Income from Investment

Income from long-term equity investment under cost
method

Income from long-term equity investment under
equity method

Income from disposal of long-term equity
investments

Income from financial assets available for trading

Income from held-to-maturity available-for-sale
financial assets investments

Others

116

2015 2014
231,520.30 211,328.56
83,355.55 89,117.71
473.04 4,999.19
0.00 0.00
0.00 5,348.72
10,635.92 71.72
83,469.80 4,774.30
798.76 16,411.53
61,107.04 19,468.93
7,014.87 25.90
52.83 -2,274.18
478,428.11 349,272.38
2015 2014
242.51 -3.68
-3,287.06 -2,243.66
-3,044.55 -2,247.34
2015 2014
0.00 0.00
-25,790.10 -13,911.85
187,258.44 98,909.22
7,480.65 3,775.45
6,888.56 14,660.92
-180.75 2,506.06
175,656.80 105,939.80




(61)

@)

CHINA METALLURGICAL GROUP CORPORATION
Notes to the Consolidated Financial Statements
For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
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Notes to the consolidated financial statements(Continued)

Non-business income and expenditure

Non-business income

2015 2014
Gain on disposal of non-current assets 23,619.23 18,992.60
Including: Gain on disposal of fixed assets 20,691.74 12,889.98
Gain on disposal of intangible assets 1,891.28 6,037.29
Gain on disposal of non-monetary assets 0.00 0.00
Gain on debt restructuring 2,544.48 20,189.71
Government grants (i) 68,910.62 108,629.10
Gain on donation 0.00 0.00
Penalty income 939.67 2,597.30
Balance on which the combined cost of business
merge under different control is less than net
identifiable assets fair value enjoyed by the
enterprise being invested 9,014.65 0.00
Others 42,352.93 42,416.38
147,381.58 192,825.09
Government grants
2015 2014
Return of land-transferring fees 15,467.91 16,408.39
Compensation for land demolition 1,718.28 11,441.18
Free allocation of non-monetary
assets 11,248.37 9,919.76
Tax return 0.00 0.00
Finance discount 7,560.72 21,113.56
Scientific research subsidies 10,110.53 9,341.38
Financial subsidies 25.12 374.62
Others 22,779.69 40,030.21
68,910.62 108,629.10
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Notes to the consolidated financial statements(Continued)

Non-business income and expenditure (Continued)

Non-business expenditure

Loss on disposal of non-current assets

Including: Loss on disposal of fixed assets
Loss on disposal of intangible assets

Loss on non-monetary assets exchange

Loss on debt restructuring

Donation expense

Compensation and penalty expense

Others

Income tax expenses

Current income tax
Deferred income tax

2015 2014
7,295.29 8,068.38
6,519.04 3,951.38

772.86 534.53
0.00 0.00
482.61 2,432.48
0.00 0.00
4,761.26 3,522.05
2,543.28 25,754.43
15,082.44 39,777.34
2015 2014
277,519.14 280,084.92
-57,866.67 -43,632.39
219,652.47 236,452.53

The reconciliation from income tax calculated based on the applicable tax rates and total
profitpresented in the consolidated financial statements to the income tax expenses is listed below:

Total profit

Income tax expenses calculated at statutory tax
rates (25%)

Influence of tax rate change

Income not subject to taxation

Expenses not deductible for tax purpose

Influence of using deductible loss of unconfirmed

deferred income tax assets

Deductible loss on deffered income tax assets

unconfirmed for current period or for writeoff of

pervious year

Others

Income tax expenses

2015 2014
686,852.93 603,224.54
171,713.23 150,806.14
-212,396.51 -342,487.10
-20,270.64 -11,823.17
16,474.42 25,377.11
-18,872.20 -10,079.80
306,599.43 288,112.03
-23,595.26 136,547.32
219,652.47 236,452.53
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Notes to the consolidated financial statements(Continued)

Other comprehensive income

Other comprehensive income that could not be classfied into
profit and loss in the future
1. Remeasured of setting profit plan
Less: influence of recalculation of setting benefit plan
Total

Other comprehensive income that can be classied into profit and
loss in the future
1. Change profit and loss of fair value of available-for sale
financial assets
The amount of before in other comrehensive income, current in
profit
Less: influence of income tax caused by finacial assets available
for sale

Total

2. Balance arising from foreign currency financial statement
translation
The net amount of disposal of overseas operations in current
profit
Less: influence of income tax caused by foreign currency
financial statement exchange margin

Total

Total

119

2015 2014
-42,414.87 -14,804.70
-582.99 -726.54
-41,831.88 -14,078.16
4,054.27 18,697.95
402.17 1,482.52
655.12 4,187.86
2,996.98 13,027.57
-1,742.68 10,277.49
-1,466.79 -1,579.36
-275.89 11,856.85
-39,110.79 10,806.26
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Notes to the consolidated financial statements(Continued)

Notes to consolidated cash flow statements

Reconciliation from net profit to cash flows from operating activities

(Net loss)/Net profit

Add: Provisions for assets impairment/(return)
Fixed assets depreciation

Amortization of intangible assets
Amortization of long-term prepaid expenses
Losses/(Gains) on disposal of fixed assets,
intangible assets and other long-term assets
Losses/(Gains) on scrapping of fixed assets
Losses/(gains) on change in fair value
Financial expenses

Investment income

Decrease/(Increase) in deferred tax assets
Increase/(Decrease) in deferred tax liabilities
Decrease/(Increase) in inventories
Decrease/(Increase) in operating receivables
Increase/(Decrease) in operating payables
Others

Net cash flows from operating activities

Net change in cash and cash equivalents

Cash at end of year

Minus : cash at beginning of year

Plus: year end balance of cash equivalent
Minus: balance at the beginning of year for
cash equivalent

Net change in cash and cash equivalents

2015 2014
467,200.47 366,772.01
478,428.11 349,272.38
281,858.40 306,555.87

37,340.78 37,574.72
6,410.89 5,394.49
-16,603.84 -10,924.22
225.29 8.84
3,044.55 2,247.34
339,461.37 536,018.54
-60,281.82 -8,450.35
-43,835.53 -32,878.72
-12,427.73 -10,092.83
-926,565.59 -99,535.90
-792,486.01 -858,774.60
1,781,691.96 908,339.56
0.00 0.00
1,543,461.30 1,491,527.13
2015 2014
3,074,208.05 3,264,122.63
3,264,122.63 3,242,722.05
0.00 0.00
0.00 0.00
-189,914.58 21,400.58
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Notes to the consolidated financial statements(Continued)
Notes to consolidated cash flow statements(Continued)
Cash and cash equivalents

31 December 2015

31 December 2014

Cash at bank and on hand 3,074,208.05 3,264,122.63

Including: Cash on hand 2,446.48 2,371.42

Bank deposits readily convertible to cash 2,867,684.34 3,080,229.67

Other cash balances readily convertible to

cash 204,077.23 181,521.54

Cash and cash equivalents 0.00 0.00

Including: Bond investment due within three

months 0.00 0.00

Cash and cash equivalents at end of year 3,074,208.05 3,264,122.63

Including: Restricted cash and cash

equivalents of the parent company and

subsidiaries

Net proceeds from acquisition and disposal of subsidiaries

Amount

1. Cash and cash equivalents paid in current period enterprise combination 2,778.00
Minus: Cash and cash equivalents held by subsidiaries in purchase day 2,464.37
Add: Cash and cash equivalents paid for enterprise combination in past period 0.00
Net cash generated from acquisition of subsidiaries 313.63

2. Cash and cash equivalents gained from disposal of subsidiaries in current period 350.00
Minus: Cash and cash equivalents held by subsidiaries in losing controlling day 0.00
Add: Cash and cash equivalents gained in current period from past disposal 0.00
Net cash generated from disposal of subsidiaries 350.00

121




(64)

(e)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Notes to the consolidated financial statements(Continued)
Notes to consolidated cash flow statements(Continued)

Cash received and paid relating to other operating activities

In the cash flow statement, cash received relating to other operating activities mainly comprises:

2015 2014
Returned deposits and Deposit return 69,616.08 5.79
Cash received from other companies 91,250.90 300,347.85
Interest income 58,723.20 42,964.19
Subsidies, appropriations etc. 47,301.89 52,978.27
Staff-returned imprest 644.45 1,678.80
Collecting, withhold and remit tax fund 1,000.28 129,613.08
Others 16,643.19 22,920.90
285,179.99 550,508.88

In the cash flow statement, cash paid relating to other operating activities mainly comprises:
2015 2014
Payable expenses 125,835.39 115,016.16
rReetzltJl;;ned deposits and Deposit 274.148.53 40,988.39
Travel expenses 45,213.63 336.79
Retirement fee 50,819.78 45,985.55
Repair and maintenance fee 11,976.76 11,384.69
Resear_ch and development 163.558.13 837.335.95

expenditure

Advertising and promotion expenses 22,980.83 15,395.69
Office expenses 67,903.34 66,821.09
Others 133,572.80 223,847.43
896,009.19 1,357,111.74
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Notes to the consolidated financial statements(Continued)

Foreign Currency Monetary ltems

Year ending
Foreign Currency

Currency fund --
Of which :US dollar 43,648.35
Euro 677.50
HK dollar 1,384.37
Australian dollar 5,989.65
RMB 3,192,322.93
Others --
Accounts Receivable --
Of which :US dollar 20,732.19
Euro 0.00
HK dollar 0.00
Australian dollar 99.99
Others --
Long-term Borrowing --
Of which :US dollar 95,561.80
Others --

123

Exchange rate

6.4936
7.0952
0.8378
47276
1.0000

6.4936
7.0952
0.8378
47276

Year ending
RMB

3,599,276.86
283,434.93
4,807.02
1,159.79
28,316.67
3,192,322.93
89,235.52

7,325,817.89
134,626.58
0.00

0.00

472.71
7,190,718.60

2,868,932.40
620,540.12
2,248,392.28



(1)
(@)

(b)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

Leases
Finance Leases (Lessee)
Fixed assets held under finance lease

The original ~ Accumulated  rovision for

Machinery and equipment book value depreciation dmmutg:ulg Book value
31 December 2015 29,064.43 4,693.49 0.00 24,370.94
31 December 2014 20,000.00 1,894.66 0.00 18,105.34
Minimum lease payments
Future lease payments are summarized as follows:
Remaining leases periods 31 December 2015 31 December 2014
Within 1 year (including 1 year) 10,038.96 4,000.00
1-2 years (including 2 years) 11,291.55 4,840.00
2-3 years (including 3 years) 11,353.76 6,120.00
Over 3 years 15,335.75 11,020.02
48,020.02 25,980.02

On 31 December, 2015, the unconfirmed financial charge is RMB 12,246.88 ten thousand yuan (on
31 December 2014, it was RMB 5,980.02 ten thousand yuan).
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Leases (Continued)
Finance Leases (Lessor)

Minimum lease receipts:

Remaining leases periods 31 December 2015
Within 1 year (including 1 year) 678.37
1-2 years (including 2 years) 501.24
2-3 years (including 3 years) 297.39
Over 3 years 3,067.13

4,544.14

Operating Leases (Lessor)

Ending balance Equipment Transportation Tools Total
31 December 2015 6,737.57 4,775.63 11,513.20
31 December 2014 10,454.13 1,105.15 11,559.28

DisContinued operation

None.
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Segment information

Segment information as at 31 December 2015 and for the year ended 31 December 2015 is as follows:

Revenue

Including:

Revenue from external
customers

Inter-segment revenue
Income from joint ventures
and associates enterprise

Loss from Assets

Devaluation
Depreciation and
amortisation

Total profit / (losses)
Income tax expense
Net profit / (losses)
Total assets

Total Liabilities

Other main non-cash
expenses

Of which: Other non-cash
expenses other than
depreciation and
amortization

Additional amount of
long-term equity investment
on joint operation and joint
venture enterprises

Construction
contract

18,630,410.68

18,430,069.60

200,341.08
-30,394.43

260,302.24

157,051.80

756,727.92
113,350.31
643,377.61
23,818,722.23
19,941,819.91

244,892.14

260,302.24

-15,410.10

Equipment
manufacturing

928,605.31

851,783.87

76,821.44
0.00

14,504.12

35,951.50

6,830.31
6,354.21
476.10
1,902,932.48
1,237,502.87

14,504.12

14,504.12

0.00

Resource
development

713,294.79

704,094.12

9,200.68
0.00

158,444.01

103,299.93

-297,141.11
-34.79
-297,106.32
2,425,338.87
2,411,488.88

158,444.01

158,444.01

0.00

Real Estate

1,944,128.96

1,940,451.09

3,677.87
15,219.52

31,377.37

7,149.75

258,294.57
86,949.46
171,345.11
9,307,634.67
7,178,204.64

38,133.05

31,377.37

6,755.67

Others

311,925.47

266,551.72

45,373.74
-223.62

13,800.37

22,150.13

-22,009.10
13,033.28
-35,042.38
4,383,928.73
4,046,968.73

20,015.41

13,800.37

6,215.05

Undistributed
amount

0.00

0.00

0.00
0.00

0.00

0.00

-19,461.12
0.00
-19,461.12
373,348.59
32,530.49

0.00

0.00

0.00

Elimination

-335,414.81

0.00

-335,414.81
0.00

0.00

0.00

3,611.47

0.00

3,611.47
-6,785,856.05
-6,563,641.92

0.00

0.00

0.00

Total

22,192,950.40

22,192,950.40

0.00
-15,398.53

478,428.11

325,603.11

686,852.94
219,652.47
467,200.47
35,426,049.52
28,284,873.60

475,988.73

478,428.11

-2,439.38
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Segment information(Continued)

Segment information as at 31 December 2014 and for the year ended 31 December 2014 is as follows:

Revenue

Including:

Revenue from external
customers
Inter-segment revenue

Income from joint ventures
and associates enterprise

Loss from Assets

Devaluation

Depreciation and amortisation
Total profit / (losses)

Income tax expense

Net profit / (losses)

Total assets

Total Liabilities

Other main non-cash
expenses

Of which: Other non-cash
expenses other than
depreciation and amortization
Additional amount of long-term
equity investment on joint
operation and joint venture
enterprises

Construction
contract

17,841,606.47

17,626,067.98

215,538.49
-9,329.95

270,898.68

162,461.78
485,445.59
141,353.23
344,092.36
20,281,243.77
19,004,676.72

252,416.05

270,898.68

-18,482.64

Real Estate

2,285,266.40

2,277,644.88

7,621.52
-551.50

12,263.38

7,686.33
283,891.45
81,022.93
202,868.52
9,598,033.95
7,466,916.04

8,815.60

8,815.60

0.00

Equipment
manufacturing

1,027,990.28

1,025,010.00

2,980.28
-0.04

8,815.60

35,934.99
25.71
6,126.99
-6,101.28
1,848,584.79
1,141,081.05

55,414.51

55,414.51

0.00

Resource
development

861,806.06

836,994.43

24,811.63
0.00

55,414.51

125,094.64
-124,793.88
-27.82
-124,766.06
2,556,366.24
2,270,105.25

10,885.80

12,263.38

-1,377.58

Others

354,061.60

296,908.85

57,152.75
207.28

1,880.21

19,405.97
-52,079.26
7,977.20
-60,056.46
4,542,186.69
3,896,391.00

3,036.72

1,880.21

1,156.53

Undistributed
amount

0.00

0.00

0.00
0.00

0.00

0.00
-20,827.96
0.00
-20,827.96
331,612.56
48,187.31

0.00

0.00

0.00

Elimination

-308,104.67

0.00

-308,104.67
0.00

0.00

0.00
31,562.89
0.00
31,562.89
-5,282,553.38
-5,793,765.35

0.00

0.00

0.00

Total

22,062,626.14

22,062,626.14

0.00
-9,674.21

349,272.38

350,583.71
603,224.54
236,452.53
366,772.01
33,875,474.62
28,033,592.02

330,568.68

349,272.38

-18,703.69
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Segment information (Continued)

The Group’s revenue from external customers domestically and other countries/regions, and the
Group’s total non-current assets excluding financial assets and deferred tax assets domestically

and other countries/regions are as follows:

Revenue from external customers 2015 2014
China 20,578,719.06 20,843,450.87
Other countries/regions 1,614,231.34 1,219,175.27
22,192,950.40 22,062,626.14

Total non-current assets 31 December 2015 31 December 2014
China 4,712,141.28 6,917,360.11
Other countries/regions 1,217,579.44 1,457,456.36
5,929,720.72 8,374,816.47

The degree of dependence on main customers

There is no external customer who the amount of sales accouns for the group revenue is 10% or

above.
Commitments

Significant capital commitments

31 December

31 December

2015 2014

Houses, buildings and equipment 2,468,941.29 2,504,777.01
Intangible assets 441,323.97 445,312.97
2,910,265.26 2,950,089.98

Operating lease commitments
See Note 9.
Investment abroad commitments

On 31 December 2015, the Group has no investment commitments.
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Contingencies

Guarantee

Guarantee Guarantee
Guarantor Secured party Iltem Amount
Capital Engeneering & Shigang CERI Equipment Joint liability 30.260.00
Reaserch Incorporation Limited  Technology Co., Ltd. guarantee T
The owner mortgage-backed 330.092.57
(Note) T
China Metallurgical Group MCC Meili Paper Industry Joint liability
Corporation Co., Ltd. guarantee 17,200.00

377,552.57

Real Estate subsidiary of the Group offer mortgate guarantee for the purchaser of commercial
residential building according to the Real Estate management practices. Guarantee type was
periodic guarantee, as the guarantee period from the day of the enforcement of this contract to the
date of “Real Estate license” has been processed and mortgage registration formalities has been
completed and turn over to the bank. The Group thinks there is a lesser risk to provide such
guarantee.

Pending lawsuits

The amount of significant pending litigation of the Group who was a defendant was RMB 166,435.89
ten thousand yuan until Dec 31, 2015.

The Group involving several litigation and other legal procedures occurred in daily business.
When management could reasonably estimate the result of the dispute according to the judgment
and considering legal advice of the action, the Group would make the estimated debts for the
possible losses. Or would not. Unitl december 31, 2015, the management is provisions estimated
debts of RMB 1,852 ten thousand yuan for pending litigation.

Other contingency

In 2012, due to extreme weather events such as hurricouldes and many other aspects, western
Australia Sino iron project progress is given period lagging behind, causing a huge increase in
project cost, which was beyond their budget. Management thought of the Group would take the
measures to insurance time limit and control cost, shorten a project delay and reduce the loss that
causes because of delays. For the claim reimbursement clause in the contract signed of the
damage caused by contractor delay, the Group fully communication with the citic Group, both sides
believe that the cause of project delays are various, and agreed to compromise and consultation,
and the second main process line loading the linkage on April 15, 2013.
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[English translation for reference only]

Contingencies (Continued)
Other contingency (Continued)

In 2013, the technical question of slip ring motor which was purchased by citic Group from an
overseas equipment supplier leads future delay of second main process line loading the linkage.
According to the assessment, the Group has been properly implemented the construction of article
2 of the main process line and fulfilled the obligations of work scope agreed with citic Group, the
reason of delay of the second production line loading the linkage is mainly due to the slip ring
motors did not pass the test.

Until the financial report, the owner did not lodge a claim against the project delay of the Group. The
Group has to shorten the period of delay, and according to the consensus reached through
communication with the owners, the Group think that there is a remote possibility for the claim from
owner, so no estimated debts need to be prevised.

Non-adjusting events post balance sheet date

None.
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Related parties and related party transactions

Parent and ultimate party

General information of parents

The ultimately controlling party of the Group is SASAC.
General information of subsidiaries

Please refer to Note 16.

Joint venture and associates

Please refer to Note 8(17): Long-term equity investment.
Related party transaction

Pricing policies

The Group’s pricing on products sold to related parties and raw materials purchased from related

parties is based on market price.

Sale of goods

Tangshan Caofeidian MCC 22 Engineering
Technology co., LTD

Shigang CERI Equipment Technology Co., Ltd
Inner Mongolia MCC Real Estate Co., Ltd
Shigang CERI Equipment Technology Co., Ltd
Wuhan Hanwei External Refining Engineering
Co., Ltd

2015 2014
0.00 1,115.39
379.87 0.00
390.88 0.00
0.00 111.97
2,130.73 0.00
2,901.48 1,227.36
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Related parties and related party transactions(continued)

Related party transaction(continued)

Purchasing services

Tangshan MCC 22 Metallurgical Wanzhu Real Estate
Development Co. , Ltd

Tianjin Zhongji Equipment Manufacturing Co., Ltd.
Maanshan MCC Economic and Technology
Development Zone Real Estate Co., Ltd.

Tianjin Zhongji Equipment Manufacturing Co., Ltd.
Baotou MCC Real Estate Co., Ltd

Wuhan Zhongyi Investment Construction co., LTD
SL-GV-MCC Pte Ltd

Shigang CERI Equipment Technology Co., Ltd.

MCC CERI (Xiangtan) Heavy Industrial Equipment
Co., Ltd

Suzhou Suma MCC Construction Development Co., Ltd
Chongging CN Steel Plant Engineering Co., Ltd.

Tangshan MCC Arch Real Estate Development Co., Ltd.

Chongqing CN Steel Plant Engineering Co., Ltd.
Tianjin MCC Heyuan PropertiesCo. Ltd

Tianjin MCC Xinhua Real Estate Co., Ltd.

Tianjin MCC Tuanbo Urban-Rutal Development Co., Itd

Purchasing goods

Shanghai Tongji-Baoye Construction Robot Co., Ltd.
Shanghai Yuepu South Concrete co., LTD

Shigang CERI Equipment Technology Co., Ltd.

MCC CERI (Xiangtan) Heavy Industrial Equipment
Co., Lt

Tianjin SERI Machinery Equipment Co., Ltd.
Tangshan MCC 22 Metallurgical Wanzhu Real Estate
Development Co. , Ltd

132

2015 2014
3,653.25 0.00
16.09 0.00
1,458.36 11,188.98
339.66 3,803.40
2,197.66 11,763.49
98,190.46 129,790.87
304.10 0.00
0.00 2,048.22
49.00 0.00
26,213.27 48,992.91
746.63 0.00
278.98 0.00
78.40 0.00
7,653.42 0.00
4,551.47 8,231.94
2,905.66 0.00
148,636.41 215,819.81
2015 2014
99.00 123.50
2,539.62 31.45
4,518.46 3,350.36
412.91 0.00
38.46 55.32
3,751.12 0.00
11,359.57 3,560.63




CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)
[English translation for reference only]

15 Related parties and related party transactions(continued)
(4) Related party transaction(continued)

(e) Accepting services

2015 2014
Shanghai Tongji-Baoye Construction Robot Co., Ltd. 31.00 132.99
Wuhan Zhonghe Engineering & Technology Co., Ltd. 7.81 7.81
Tianjin Zhongji Equipment Manufacturing Co., Ltd. 2,920.01 100.00
2,958.82 240.80
) Lease Expense
None.
(9) Offering for security
Carried out
The name of the secured party Amount Beginning date Due date or not
Shigang CERI equipment technology
Co., Ltd 17,800 2009/06/18 2017/12/02 No
Shigang CERI equipment technology
Co., Ltd 12,460 2010/02/02 2017/12/02 No
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Related parties and related party transactions(continued)

Receivables from and payables to related parties

Accounts receivable

Tianjin MCC Heyuan PropertiesCo. Ltd
Tangshan MCC 22 Metallurgical Wanzhu Real
Estate Development Co. , Ltd

Tianjin MCC Tuanbo Urban-Rutal Development
Co,, Itd

Shigang CERI Equipment Technology Co., Ltd.
Tangshan MCC Arch Real Estate Development
Co., Ltd.

Tianjin MCC Xinhua Real Estate Co., Ltd.
Baotou MCC Real Estate Co., Ltd

Tangshan MCC 22 Metallurgical Wanzhu Real
Estate Development Co. , Ltd

Shanghai United Auto Road Development and
Construction Co., Ltd.

Wuhan Hanwei External Refining Engineering
Co., Ltd

Chongging CN Steel Plant Engineering Co.,
Ltd.

Suzhou Suma MCC construction development
Co., Ltd

SL-GV-MCC PTE LTD

Tianjin Zhongji Equipment Manufacturing Co.,
Ltd.

Beijing Xinghua Zhiben Investment Co., Ltd
Tianjin MCC Xinhua Real Estate Co., Ltd.
Wuhan Zhongyi Investment Construction co.,
LTD

Shanghai MCC Xianggqi Investment Co., Ltd.
Tianjin SERI Machinery Equipment Co., Ltd.

31 December 2015

31 December 2014

Book balance Bad debt Book balance Bad debt
16,160.52 54.94 14,915.54 20.23
15,127.35 6,100.73 15,566.78 5,595.53
12,755.14 69.31 9,938.54 0.00

8,162.92 1,145.64 31,007.04 7,795.80
8,047.60 311.43 4,209.38 171.64
7,702.50 385.13 0.00 0.00
5,042.16 404.82 7,311.87 0.00
2,821.78 0.00 0.00 0.00
2,273.53 630.65 2,273.53 510.81
2,130.73 145.12 0.00 0.00
816.80 41.80 0.00 0.00
686.05 0.00 7,291.20 0.00
467.30 0.00 0.00 0.00
7.48 0.37 0.00 0.00
0.00 0.00 3,992.00 199.60
0.00 0.00 3,176.71 163.40
0.00 0.00 11,898.88 0.00
0.00 0.00 441.37 0.00
0.00 0.00 0.14 0.01
82,201.86 9,289.94 112,022.98 14,457.02
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Related parties and related party transactions(continued)

Receivables from and payables to related parties

Accounts Payable

Shanghai Yuepu South Concrete co., LTD
Tangshan MCC 22 Metallurgical Wanzhu
Real Estate Development Co. , Ltd
Shigang CERI Equipment Technology Co.,
Ltd.

Shigang CERI Equipment Technology Co.,
Ltd.

Tianjin SERI Machinery Equipment Co., Ltd.

Wuhan Zhonghe Engineering & Technology
Co., Ltd.

Shanghai Tongji-Baoye Construction Robot
Co., Ltd.

MCC CERI (Xiangtan) Heavy Industrial
Equipment Co., Ltd

Shanghai Baoshan Iron & Steel 13th
Metallurgical Qianpan Building Materials Co.,
Ltd.

Wuhan Zhonghe Engineering Quality test
Co., Ltd.

31 December 2015

31 December 2014

3,781.04 0.00
3,751.12 0.00
2,591.90 1,859.90
2,337.05 508.87
1,111.48 1,292.56
84.27 0.00
76.00 76.00
3.65 3.65
0.00 1,263.85
0.00 76.46
13,736.51 5,081.29
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Business combination
Business combination without common control
On August 1, 2015, Beijing ENFI Environmental protection Co., Ltd, the subsidiary of the Group,

purchased the 51% shareholding of Zhumadian Zhongye Tap water Co., Ltd. The purchase day was
August 1, 2015, that was the date the Group got the actual control.

Merge costs Zhumadian Zhongye Tap water Co., Ltd
Cash paid 2,778.00
Total consolidated costs 2,778.00
Less: the acquired fair value of the identifiable net assets 11,792.65
Non-business Income -9,014.65

Identifiable assets, Identifiable liabilities associated with the acquisition of Zhumadian Zhongye Tap
water Co., Ltd on the purchase date are listed below:

Fair Value Book Value

Purchase date Purchase date

Assets 56,936.96 50,724.64
Liabilities 33,814.11 33,814.11
Net assets 23,122.85 16,910.53
Minus: Minority Equity 11,330.20 8,286.17
Achived net assets 11,792.65 8,624.36

From purchase day to December 31, 2015, the revenue, net profit and cash flow of Zhumadian
Zhongye Tap water Co. Ltd are listed below:

Revenue 3,015.85
Net profit 60.79
Net cash flow generated from operating activities -688.48

On purchase day, the fair value of identifiable assets and identifiable liabilities is based on the
assessment report by dependent agency.
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Exchangeof non-monetaryassetsanddebtrestructuring
Exchange of non-monetary assets

None.

Debt restructuring

The company acts as debtor

Debt Debtis converted into

Debt restructuring capital as a result of

restructuring capitalgain/(loss equity (Paidup capital)
ltem methods ) additional amoun  Contingent charge
Others 2,543.14 0.00 0.00
Total 2,543.14 0.00 0.00

This company acts as creditor

Coursed by transfer from creditor's

Total amount rights to stock rights
Debt of loss on Accrual of  Percentage occupied
restructuring debt long-term in creditor’'s shares Gain
Item methods restructuring  investment (%) contingency
Others -481.28 0.00 0.00 0.00
Total -481.28 0.00 0.00 0.00
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Subsidiaries
Details of subsidiaries included in the consolidation scope as at 31 December 2015 are as follows:
Equity Voting . .
. Registered Registered Investment . Type of
Company Interest right Character location Capital amount Tier company
(%) (%)
MCC Huludao Nonferrous Lead and zinc .
55.00 55.00 . L 166,065.00 30,580.00 2 1
Metals Group Co., Ltd. smelting 'aoning
MCC Assets Management g9 100.00 Assets Beijing 100.00 5,712.05 2 1
Co., Ltd. management
Engeneering,
Real Estate
China Metallurgical Group ¢, 1 g 64.18 development Beijing 1,911,000.00 1,040,042.96 2 1
Co., Ltd. Manufacturing,

Resource
development,etc.

[Note: Type enterprise: 1. Domesitic non-financial subsidiary; 2.Domestic financial subsidiary; 3.0verseas subsidiary; 4. Public institution; 5.Capital construction unit]
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19 Notes to the consolidated financial statements of parent company

1) Accounts receivable

Accounts receivable
Less: bad debts

31 December 2015

31 December 2014

2,719.57 2,135.33
381.44 381.44
2,338.13 1,753.89

(@)  The ageing of accounts receivable bad debts are analysed below:

31 December 2015

31 December 2014

Within 1 year 1,003.47 1,449.46

1to 2 years 1,030.23 515.13

1to 2 years 515.13 119.00

3 to 4 years 119.00 25.87

4 to 5 years 25.87 25.87

Over 5 years 25.87 0.00
2,719.57 2,135.33

(b) The accounts receivable analyzed as below according to classification:
31 December 2015
Accounting for Provision for bad Accruing

Single amount is material and accrue
provision for bad debts individually
Accruing provision for bad debts according
to combination:
Combination 1
Combination 2
Single amount is immaterial, but make
individual provision for bad debts

Single amount is material and accrue
provision for bad debts individually
Accruing provision for bad debts according
to combination:
Combination 1
Combination 2
Single amount is immaterial, but make
individual provision for bad debts

Amount remaining (%) debts percentage (%)
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

2,338.13 86.00 0.00 0.00

381.44 14.00 381.44 100.00

2,719.57 100.00 381.44 --

31 December 2014
Accounting for Provision for Accruing

Amount remaining (%) Bad debts percentage (%)
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

1,753.89 82.14 0.00 0.00
381.44 17.86 381.44 100.00

2,135.33 100.00 381.44 --
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19 Notes to the consolidated financial statements of parent company(Continued)
(1) Accounts receivable(Continued)

(c) On December 31' 2015, there is no the amounts receivable for single material amount with individual
provision for bad debts.

(d) On December 31 2015, the immaterial amounts of receivablewith individual provision for bad debts
analyze as below:

Provision Adin Accruing
Debt Unit Amount for bad debts gang percentage (%) Reason
. Provision was made based on management
Unit 1 381.44 381.44 1-2 years 100.00 . .
assessment of current available evidence
381.44 381.44

(2) Other receivables

31 December 2015 31 December 2014

Others 1,057,258.00 1,078,562.33
Less: bad debts 723,312.49 723,062.28
333,945.51 355,500.05

(@) The aging of other receivables is analysed as below:

31 December 2015

31 December 2014

Within 1 year 2,530.76 204,566.52
1to 2 years 201,752.45 826,409.35
2 to 3 years 805,388.33 7,388.75
3 to 4 years 7,388.75 0.00
4 to 5 years 0.00 860.00
Over 5 years 40,197.71 39,337.71

1,057,258.00 1,078,562.33

(b) The category of other receivables is analysed as below:

31 December 2015

Balance Ratio in total amt Bad debts Provision ratio
(%) (%)

Significant amounts of other receivables using specific

identification method for provision for bad debts 791,107.51 74.83 722,957.84 91.39
Provision for bad debts in combination

Combination 1 1,871.19 0.17 354.65 18.95

Combination 2 264,279.30 25.00 0.00 0.00
Insignificant amounts of other receivables using specific

identification method for provision for bad debts 0.00 0.00 0.00 0.00

1,057,258.00 100.00 723,312.49

140



19

()

(b)

(©)

CHINA METALLURGICAL GROUP CORPORATION

Notes to the Consolidated Financial Statements

For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)

[English translation for reference only]

Notes to the consolidated financial statements of parent company(Continued)

Other receivables

The category of other receivables is analysed as below(Continued):

Significant amounts of other receivables using

specific identification method for provision for
bad debts

Provision for bad debts in combination

Combination 1
Combination 2

Insignificant amounts of other receivables using

specific identification method for provision for
bad debts

31 December 2014

Balance Ratio in total amt Bad debts Provision ratio
(%) (%)

811,028.15 75.20 722,957.84 89.14

1,044.38 0.10 104.44 10.00

266,489.80 24.70 0.00 0.00

0.00 0.00 0.00 0.00

1,078,562.33 100.00 723,062.28 --

On 31 Dec 2015, insignificant amount of other receivables using specific identification method for

provision for bad debts as follows:

Provision Ratio

Debt

unit Balance Bad Debt Aging

Unit 1 791,107.51 722,957.84 2-3 years
791,107.51 722,957.84

(%)

91.39

Reason

Accrued by the evidence
obtained

(d) The ageing of other receivables of in combined provision for bad debts is analysed as below:

(e)

31 December 2015

Ratio in total

Amount amount (%) Bad debts
Within 1 year 826.82 44.19 41.34
1to 2 years 0.00 0.00 0.00
2 to 3 years 1,044.37 55.81 313.31
3 to 4 years 0.00 0.00 0.00
4 to 5 years 0.00 0.00 0.00
Over 5 years 0.00 0.00 0.00

1,871.19 100.00 354.65

Provision ratio
(%)

5.00
0.00
30.00
0.00
0.00
0.00

On 31 Dec 2015, there is no insignificant amount of other receivables using specific identification

method for provision for bad debts
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(3) Long-term equity investment

Notes to the consolidated financial statements of parent company(Continued)

Current year Current year
1 Jan 2015 additions reduction 31 Dec 2015
Investment in subsidiary 1,976,335.00 4,584.23 4,584.23 1,976,335.00
Joint ventures investment 0.00 0.00 0.00 0.00
Associates investment 0.00 0.00 0.00 0.00
1,976,335.00 4,584.23 4,584.23 1,976,335.00
Less: Long-term equity
investment reduction reserves 0.00 0.00 0.00 0.00
1,976,335.00 1,976,335.00
(4) Revenue and cost of sales
2015 2014
Revenue Cost of sales Revenue Cost of sales
-Rent 10,767.82 5,656.39 10,471.29 5,635.79
-Others 0.00 0.00 0.00 0.00
10,767.82 5,656.39 10,471.29 5,635.79
(5) Investmentincome
2015 2014
Income from long-term equity investment under cost
method 61,325.55 74,817.16
Income from long-term equity investment under equity
method 0.00 0.00
Income from disposal of long-term equity investments 0.00 -5.00
Income from financial assets available for trading 0.00 0.00
Income from held-to-maturity financial assets held for
trading 0.00 0.00
Others 0.00 0.00
61,325.55 74,812.16

142




19

(6)
@

(b)

20

CHINA METALLURGICAL GROUP CORPORATION
Notes to the Consolidated Financial Statements
For the year ended 31 December 2015

(All amounts in RMB Ten Thousand Yuan unless otherwise stated)

[English translation for reference only]

Notes to the consolidated financial statements of parent company(Continued)

Notes to consolidated cash flow statements

Reconciliation from net profit to cash flows from operating activities

(Net loss)/Net profit

Add: Provisions for assets impairment/(return)
Fixed assets depreciation

Amortization of intangible assets
Amortization of long-term prepaid expenses
Losses/(Gains) on disposal of fixed assets,
intangible assets and other long-term assets
Losses/(Gains) on scrapping of fixed assets
Losses/(gains) on change in fair value
Financial expenses

Investment income

Decrease/(Increase) in deferred tax assets
Increase/(Decrease) in deferred tax liabilities
Decrease/(Increase) in inventories
Decrease/(Increase) in operating receivables
Increase/(Decrease) in operating payables
Others

Net cash flows from operating activities

Net change in cash and cash equivalents

Cash at end of year

Minus : cash at beginning of year

Plus: year end balance of cash equivalent
Minus: balance at the beginning of year for
cash equivalent

Net change in cash and cash equivalents

Approval of consolidated financial statements

2015 2014
-807.55 1,278.60
250.22 485.87
5,759.01 5,740.73
64.67 64.67
0.00 -31.98
-64.22 0.00
0.00 0.00

0.00 0.00

-2,645.76 -1,500.39
-61,325.54 -74,812.16

0.00 0.00

0.00 0.00

0.00 0.00

71,816.82 74,431.27
-7,178.72 5,294.02
-7,227.83 0.00
-1,358.90 10,950.63

2015 2014

131,431.68 363,953.34
363,953.34 26,626.58
0.00 0.00
0.00 0.00
-232,521.66 337,326.76

The above consolidated financial statements have been approved and reported by the Group.
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