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CHAIRMAN’S STATEMENT

Dear Valued Shareholders,

I am very grateful for your long-term care and support to MCC. | hereby present the 2014 Annual Report to the
Shareholders on behalf of the board of directors of the Company.

The year of 2014 was a year when MCC continued to endeavour to advance, stride forward and achieve good results.

Over the past year, confronted with the complex environment at home and abroad and the market environment with
narrowing space and intensifying competition, MCC adhered to the development vision of “focusing on the core
businesses in building a better MCC"” and energetically carried forward the MCC spirit of being down-to-earth and
pragmatic focusing on the principle of “without wasting one day, without being lazy for one day” (— X TELER -
— X B) to strive to lay and strengthen a solid foundation. With reform and innovation as the driving force and
the quality and efficiency enhancement as the objective, all of the Company’s operating indicators increased in an
adverse market condition. During the Reporting Period, the aggregate value of newly signed contracts of the Company
amount to RMB329,794 million, representing a year-on-year increase of 29.18%; the operating revenue of the
Company amounted to RMB215,786 million, representing a year-on-year increase of 6.46%; whilst its profit amounted
to RMB6,705 million, representing a year-on-year increase of 26.60%. The Company recorded net profit attributable
to shareholders of the company of RMB3,965 million, representing a year-on-year increase of 33.01%. The MCC
Group, with MCC as its core asset, ranked the 354th in Top 500 Global Enterprises (itt 52 7> %¥5003%), and the 10th in
Top 250 Global Contractors, which were selected by ENR (( T2 % B 524%)) in the United States.

This achievement was not easy! It resulted from efforts of all MCC staff with strict adherence to the guideline of
“focusing on the core businesses in building a better MCC" (BRERF)AE % - ER XL F)A), which is proved to
be effective for its sustainable development. It is the achievement resulting from hard work of a strong team of the
Company that “can fight for a battle and win a battle” (8237 « T 0. It is also attributable to strong support of
our investors and various sectors of the society.

Looking forward in 2015, MCC was confronted with the golden opportunity of market development. On one hand,
the iron and steel industry is in the period of large reform, large adjustment and large promotion. Under the heavy
pressure of energy conservation and environmental protection, transfer of overcapacity and enterprise relocation, there
was an obvious demand of transformation of energy conservation and elimination of overcapacity, with the overall
recovery of the metallurgical market. Equipped with the absolute advantage like the “national team” in the iron and
metallurgical industry, MCC possessed the incomparable core technique, continuous innovation capacity, irreplaceable
integration advantages in the metallurgical chain, which could promote the transformation and upgrade as well as
the high-end manufacturing of the iron and steel enterprises. On the other hand, “One Belt and One Road” (—# —
#%) and the synergetic development of the Beijing-Tianjin-Hebei Region and Yangtze River Economic Zone provided
expansive development space for the Company in various sectors, including the infrastructure, livelihood services,
productive services, and strategic emerging industries. Depending on its unique professional technical advantages
and the comprehensive integration advantages of project management, MCC has successfully achieved the overall
transformation. Therefore, it is absolutely possible for us to take the new express of development.

Dear Valued Shareholders, the historical efforts and the previous satisfactory performance present a bright future for
MCC. With new opportunities, MCC will continue to firmly adhere to the development vision of “focusing on the
core businesses in building a better MCC" (B fIRE% - & FELFHIA), and pursue the core value of “efficiency
creates value; innovation drives development; quality makes eternity” (X = &3 (E(E - IR EE - REEHKE)
to create an updated version of “four beams and eight columns” (P92 \#¥) business system, and redevelop a new
advantage of the “outstanding MCC", thus striving to become the strongest, the best and the largest “national team”
offering metallurgical construction and operational services in the world, with a view to rewarding our Shareholders
and society with larger development and better results.
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COMPANY PROFILE

The Company was established by China Metallurgical Group Corporation and Baosteel Group Corporation as
promoters on 1 December 2008 and was listed on the main board of the Shanghai Stock Exchange and the Stock
Exchange of Hong Kong Limited on 21 September 2009 and 24 September 2009 respectively.

Making technological innovation and the commercialization thereof as its core competitiveness, and relying on its
strong construction capabilities in metallurgical engineering, the Company is a large conglomerate operating in various
specialised fields, across different industries and countries, with engineering and construction contracting, property
development, equipment manufacturing and resources development as its principal businesses. The Company is one of
the largest comprehensive companies of engineering and construction in the PRC and even in the world. MCC Group,
which holds the Company as its core asset, ranked 354th among the 2014 Fortune Global 500 companies.

At present, the A Shares of the Company have been selected to be a constituent stock of, among others, the SSE 180
Index, Shanghai-Hong Kong Stock Connect 300 Index, CSI 300 Value Index, and CSI 800R Value Index, while the H
Shares have been selected to be a constituent stock of, among others, the Hang Seng Composite Index, Hang Seng
China AH A+H Index, Bloomberg Industrial Global Index and S&P China BMI Index.

As at 31 December 2014, the Company has 53 principal wholly-owned or controlling subsidiaries (=4 2 & K2 T
/A A]) both in the PRC and abroad, which are detailed as follows:

Central Research Institute of Building and Construction
Co., Ltd., MCC Group

Beijing MCC Equipment Research & Design Corporation
Ltd.

China ENFI Engineering Co., Ltd.

MCC Capital Engineering & Research Incorporation
Limited

CISDI Group Corp. Ltd.
WISDRI Engineering & Research Incorporation Limited
Huatian Engineering & Technology Corporation, MCC

ACRE Coking & Refractory Engineering Consulting
Corporation, MCC

Zhong Ye Chang Tian International Engineering Co., Ltd.

Beris Group Corporation
Northern Engineering & Technology Corporation, MCC

Shen Kan Engineering & Technology Corporation, MCC

China Metallurgical Construction Engineering Group Co.,
Ltd.

China MCC 19 Group Co., Ltd.

China MCC 20 Group Co., Ltd.

China 22 MCC Group Co., Ltd.

Shanghai Baoye Group Corp., Ltd.

China Huaye Group Co., Ltd.

MCC Baosteel Technology Services Co., Ltd.

MCC Hi-Tech Engineering Co., Ltd.

MCC Communication Engineering Technology Co., Ltd.

MCC Mining (Western Australia) Pty Ltd.

MCC Tongsin Resources Ltd.

MCC Australia Holding Pty Ltd.
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Wuhan Surveying Geotechnical Research Institute Co.,
Ltd. of MCC

China First Metallurgical Group Co., Ltd.

China Second Metallurgical Group Corporation Limited

China MCC 3 Group Co., Ltd.

China MCC 5 Group Co., Ltd.

MCC TianGong Group Corporation Limited

China MCC 17 Group Co., Ltd.

China MCC International Economic and Trade Co., Ltd.

MCC (Guangxi) Mawu Expressway Construction &

Development Co., Ltd.

MCC Holding (Hong Kong) Corporation Limited

MCC-SFRE Heavy Industry Equipment Co., Ltd.

Beijing Central Engineering and Research Incorporation of

Iron & Steel Industry Ltd.

Wuhan Iron and Steel Design & Research Incorporation
Limited

MCC Northeast Construction Development Co., Ltd.

MCC International Investment Development Co., Ltd.

MCC-JJJ Mining Development Company Limited

Ramu NiCo Management (MCC) Limited
MCC Real Estate Group Co., Ltd.

MCC Finance Corporation Ltd.

MCC Finance Leasing Co., Ltd.

MCC International Incorporation Ltd.
MCC Overseas Ltd.

MCC Maanshan I&S Design and Research Institute Co.,
Ltd.

Anshan Engineering & Research Incorporation of
Metallurgical Industry

Anshan Coking and Refractory Engineering Consulting
Corporation

Changsha Metallurgical Design & Research Institute Co.,
Ltd.

Shenyang Institute of Geotechnical Investigation
Corporation, MCC

China 13th Metallurgical Construction Corporation

Qianhai MCC (Shenzhen) International Trading Co., Ltd.
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FINANCIAL HIGHLIGHTS

1. OVERVIEW

The Company's financial position as at 31 December 2014 and the operating results for 2014 are highlighted
as follows:

Operating revenue amounted to RMB215,786 million, representing a year-on-year increase of
RMB13,096 million or 6.46% from RMB202,690 million in 2013.

Operating profit amounted to RMB5,290 million, representing a year-on-year increase of RMB869
million or 19.66% from RMB4,421 million in 2013.

Net profit amounted to RMB4,341 million, representing a year-on-year increase of RMB1,263 million
or 41.03% from RMB3,078 million in 2013.

Net profit attributable to shareholders of the listed company amounted to RMB3,965 million,
representing a year-on-year increase of RMB984 million or 33.01% from RMB2,981 million in 2013.

Basic earnings per share amounted to RMBO0.21, and the basic earnings per share of 2013 amounted
to RMBO.16.

As at 31 December 2014, total assets amounted to RMB325,978 million, representing an increase of
RMB3,094 million or 0.96% from RMB322,884 million as at 31 December 2013.

As at 31 December 2014, total equity amounted to RMB58,025 million, representing an increase of
RMB2,960 million or 5.38% from RMB55,065 million as at 31 December 2013.

Value of newly-signed contracts amounted to RMB329,794 million, representing a year-on-year
increase of RMB74,505 million or 29.18% from RMB255,289 million in 2013.
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FINANCIAL HIGHLIGHTS

2.  REVENUE FROM PRINCIPAL BUSINESS SEGMENTS

During the Reporting Period, revenue of the principal business segments are as follows:
3 Engineering and construction business

Segment revenue amounted to RMB178,416 million, representing an increase of RMB13,234 million or
8.01% from RMB165,182million in 2013.

3 Property development business

Segment revenue amounted to RMB22,853 million, representing a decrease of RMB3,525 million or
13.36% from RMB26,378 million in 2013.

3 Equipment manufacturing business

Segment revenue amounted to RMB10,235 million, representing a decrease of RMB696 million or
7.29% from RMB9,539 million in 2013.

3 Resources development business

Segment revenue amounted to RMB4,264 million, representing an increase of RMB928 million or
27.84% from RMB3,336 million in 2013.

. Other businesses

Segment revenue amounted to RMB3,099 million, representing an increase of RMB426 million or
15.94% from RMB2,673 million in 2013.

Note:  The segment revenue above is the revenue before inter-segment elimination.




2014 ANNUAL REPORT
METALLURGICAL CORPORATION OF CHINA LTD.

FINANCIAL HIGHLIGHTS

10

SUMMARY OF FINANCIAL STATEMENTS

Summary of financial statements prepared in accordance with CAS

Consolidated Income Statement
January to December 2014

Unit: RMB "000

Item Note Amount for the year Amount for last year
Total revenue 215,785,772 202,690,241
Including: revenue VI 51 215,785,772 202,690,241

II. Total operating cost 211,526,719 198,650,963
Including: Operating cost VI 51 187,884,556 175,112,261

Operating taxes and surcharges VI 52 5,712,644 5,723,373
Selling and distribution expenses VI 53 1,500,231 1,617,470
General and administrative
expenses VIl 54 9,108,267 9,449,306
Financial expenses VIl 55 4,022,637 4,459,771
Asset impairment losses VIl 56 3,298,384 2,288,782
Add: Gains (losses) on changes
in fair value Vil 57 (22,473) 39,355
Investment income (losses) VIl 58 1,053,667 342,812
Including: Share of profit of
associates and
joint ventures (96,238) (126,532)

lll. Operating profit 5,290,247 4,421,445

Add: Non-operating income VI 59 1,699,134 1,046,500
Including:  Gains on disposal

of non-current assets 123,154 288,747

Less: Non-operating expenses VI 60 284,076 171,432
Including: Losses on disposal

of non-current assets 36,318 48,108

V. Total profit 6,705,305 5,296,513
Less: Income tax expenses VIl 61 2,363,950 2,218,717

V. Net profit 4,341,355 3,077,796
Attributable to equity holders of the Company 3,964,938 2,980,864
Minority interest 376,417 96,932
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FINANCIAL HIGHLIGHTS

Consolidated Income Statement
January to December 2014

Unit: RMB ‘000

Item Note Amount for the year Amount for last year
VI.  Other comprehensive income net of tax VIl 62 108,064 305,226
() Other comprehensive income that can
not be reclassified to profit and
loss in subsequent periods (140,781) 308,466
1. Changes in net liabilities or
net assets arising from
the re-measurement of defined
benefit plans (140,781) 308,466
(I Other comprehensive income that
will be subsequently reclassified to
profit and loss 248,845 (3,240)
1. Share of other comprehensive
income of investee that will be
subsequently reclassified to
profit and loss under equity
method — 99
2. Gains and losses from changes
in fair value of available-for-sale
financial assets 130,276 (40,968)
3. Exchange differences from
retranslation of financial
statements 118,569 37,629
Net other comprehensive income after tax
attributable to shareholders of the Company 117,624 400,464
Net other comprehensive income after tax
attributable to minority interests (9,560) (95,238)
VII.  Total comprehensive income 4,449,419 3,383,022
Total comprehensive income attributable to
shareholders of the parent company 4,082,562 3,381,328
Total comprehensive income attributable to
minority interests 366,857 1,694
VIIIl.  Earnings per share: XV 3
() Basic earnings per share (RMB/Share) 0.21 0.16
(I)  Diluted earnings per share (RMB/Share)
Summary of Consolidated Total Assets and Total Liabilities
Unit: RMB '000
As at 31 December
2014 2013
Total assets 325,978,479 322,884,439
Total liabilities 267,953,971 267,819,220
Total equity 58,024,508 55,065,219

11
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I.  BUSINESS OVERVIEW

m Business Segments of the Company
1. Engineering and Construction Business
(1) Industry Overview

In 2014, the Chinese economy maintained a good operation as a whole, with a GDP
of RMB63.6 trillion, representing a growth of 7.4% from 2013 in terms of comparable
prices. The nationwide investment maintained a relatively rapid growth with improved
investment structure. In 2014, the total fixed-assets investment amounted to
RMB51,276.1 billion, representing an increase of 15.3% from 2013 or a real increase
of 14.7% after deducting price factor.

In 2014, the total output of the construction industry of China maintained a relatively
rapid growth and recorded an amount of RMB17,671.3 billion, representing a
year-on-year growth of 10.2%. Affected by various factors such as the domestic
and overseas economic situations, the growth of the iron and steel market demand
decelerated. Due to the overcapacity and limitation of the expansion of production
scale of iron and steel companies, part of the production capacity was transferred
abroad.

Viewing from the market of metallurgical engineering which is more relevant to the
engineering and construction business of the Company, in 2014, under the background
that the increase in additional production capacity of the iron and steel industry was
restricted by the national macro-control policy, iron and steel companies took positive
measures to step up adjustments to industrial structure, actively phase out outdated
capacity and intensify their work on energy conservation and emission reduction. The
fixed-asset investment of ferrous metal metallurgy and rolling processing industry
throughout the country in 2014 amounted to RMB478.9 billion, representing a year-
on-year decrease of 5.9%, suggesting an end to the large-scale and high-intensity
construction period of the domestic iron and steel industry. As for the non-ferrous
metallurgy in 2014, the nationwide fixed-asset investment of the non-ferrous metal
mining and processing industry was RMB763.6 billion, representing a year-on-year
growth of 2.9% while the fixed-asset investment of the smelting and rolling processing
industry for nonferrous metals was RMB577.0 billion, representing a year-on-year
growth of 4.1%. Generally speaking, the focus of metallurgical engineering has
shifted from additions of new projects to technology upgrading and transformation of
the existing projects and production lines, energy saving, environmental protection and
structural adjustment.

12
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Viewing from the market of other engineering and construction activities, the house
construction and infrastructures construction markets were developing rapidly as
urbanisation process was sped up. During the year of 2014, the investment of property
development in China amounted to RMB9,503.6 billion, representing a year-on-year
growth of 10.5%. Gross floor area under construction by real estate developers was
7,264.82 million square meters (“sq.m.”), representing a year-on-year growth of 9.2%;
gross floor area of new homes construction was 1,795.92 million sq.m., representing a
year-on-year decrease of 10.7%. In 2014, investment in construction of infrastructure
(excluding electric power construction) in China amounted to RMB8,666.9 billion,
representing a year-on-year growth of 21.5%.

The Operating Results of the Segments

In 2014, under the severe market situation of overcapacity of iron and steel, the
prolonged downturn of the metallurgical engineering and construction market, and
the overall slowdown of domestic economic growth, etc, the Company adjusted its
management model and operating strategies in a timely manner, expanded operating
methods, continuously strengthened the adjustment to its industrial structure, and
intensified the market development of the Company. While maintaining the leading
position in domestic traditional metallurgical market, the Company actively developed
the non-metallurgical engineering and construction projects such as civil construction,
public transportation and municipal facilities, stadium, clean energy and featured
cultural industry, and had made progress in such respect. As a result, the Company's
ability to resist market risks was further reinforced. During the Reporting Period, the
new construction contracts entered into by the Company amounted to RMB295.038
billion, among which, the new contracts of metallurgical engineering amounted
to RMB54.983 billion while that of non-metallurgical engineering amounted to
RMB240.055 billion. Meanwhile, the Company is also committed to carrying out the
EPC contract model and improving the ability of management and risk control through
intensifying projects management practices to increase the profitability of projects.

The overall operating results of the engineering and construction segment in 2014
Unit: RMB’000

Year-on-year

2014 % of the total 2013 growth
Segment revenue 178,416,066 81.52% 165,181,857 8.01%
Segment gross profit 21,706,441 78.34% 20,844,583 4.13%

Note:  The segment revenue and segment gross profit above is before inter-segment eliminations.

13
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Metallurgical Engineering and Construction Market

In 2014, under the unfavorable situation of a prolonged sluggish metallurgical industry,
the Company intensified market exploration and closely tracked project information
through innovative marketing model. The Company’s subsidiaries newly entered into
major contracts in the traditional metallurgical engineering and construction industry,
e.g. the DCPL 3 million t/a coking project for India JSW Steel (ENEJSWEHE A 7
DCPL300& /at{L 18 H), the 4200mm thick plate EPC contract for Baosteel Guangdong
Zhanjiang Iron and Steel Base (25 #ffl & 5 & )T 8ff] 2] 2 78 H 4200mm/E ik T #2), general
contracting (EPC) of steelmaking engineering of 3 million-tonne iron and steel project
for Hubei Jinshenglan Metallurgical Technology Co., Ltd. (1t & & BIA &R AR A
T1300 14 £/ 418 B 6k #f T12(EPC)42 7% B), the construction and installation project for
Angang Iron and Steel’s 1550 cold rolling project of Zones 4 and 5 (% #i /4 #,1550/%
B, T f24[@ M5 % T72), the EPC contract for the 360m? sintering machine project
of the iron mill of Bengang Steel Plates Co., Ltd.(Z 8 4R # B 17 A BR /A &) Bk ] ji360m?2
& 45 T F2 4% A1 & [A)), Section | of the EPC for the new product phase | project of
Rizhao Steel Holding Group Co., Ltd. (H & 215 i% & & 5 R A 7% &= s 78 B — BIEPC
4875 e TREIEER), civil work, furnace construction, machinery and equipment, electiric,
instrument, fabrication and installation, and procurement of self-preparation materials
for the coking furnace area of Ha Tinh Steel Corp. of Vietnam (# =3 /a] &3 57 = FE 48 =
TR IR MARE - ER - ER BERERAEMEERESZ IR, the phase Il
300t converter project for Rizhao Steel Holding Group Co., Ltd. (B BBf =R £ B A
R /A 71300téE 5 — B T 72), and the Endless Strip Production 3#ESP production line of
Rizhao Steel Holding Group Co., Ltd. (H B8 215 1% £ [& 4 R /X F)3#ESPAE 58 75 3 4 &=
£R).

Non-metallurgical Engineering and Construction Market

In 2014, the Company continuously accelerated product transformation, and strived
to develop the non-metallurgical engineering and construction market. It actively
developed and made progress in the areas of civil construction, public transportation,
municipal administration, urban complex construction, featured theme projects, etc.
It also newly entered into many contracts of significant engineering and construction
projects with an amount exceeding RMB1 billion (please see the section of “Other
material contracts” on page 74 of this report for details). The implementation of
these projects played an active role in improving the brand influence of the Company
in the non-metallurgical market and promoting the transformation and upgrade of
engineering and construction sector.

Overseas Engineering and Construction Market Expansion

As at the end of the Reporting Period, the Company had 95 overseas offices or
branches in charge of engineering and construction business across 38 countries and
regions, and a total of 157 projects under construction. During the Reporting Period,
the value of newly signed overseas contracts of the Company was RMB17.053 billion,
representing 5.17% of the total value of newly signed contracts of the Company.

14
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Awards Received

During the Reporting Period, the Company won a number of awards for the projects
that it undertook or participated in, including three National Construction Project
Luban Awards (R T E W 48), one of which was for overseas project; 13
National Quality Construction Project Awards (including projects we participated in
construction), among which, one was Gold Prize Construction Project and one was
for overseas project; 38 Quality Construction Projects in the metallurgical industry;
90 Outstanding Construction Project Design Awards in the metallurgical industry; 34
Outstanding Engineering Survey Prizes in the metallurgical industry; 26 Prominent
Software Projects; and two Classic Project Awards and two Excellent Project Awards
in the selection of the 100 Classic and Excellent Projects Over the 35 Years History
of Reform and Opening Initiative sponsored by the China Construction Industry
Association.

2. Property Development Business

(1)

Industry Overview

In 2014, as the real estate market cooled down, the passion for investment diminished
across the industry. However, with an inertia effect of investments over the past
years, the inventory continued to grow and the completed areas of commodity
houses across the country kept on increasing, which intensified the competition
in the property market. On the other hand, the favorable industrial policies were
implemented one after another: firstly, the removal of restrictions on house purchase;
secondly, the reduction of interest rates for mortgage loans and down payment rates
to support the purchases by people with rigid demand or in pursuit of a better house;
and thirdly, the lowering of the threshold for purchase made with the help of the
housing accumulation fund and the statement made by the State to stabilize house
consumption. Therefore, the control policies introduced since the year of 2014 were
not repeats of the “market rescue” measures in the past, but an end to the regulated
era of the industry and a move towards marketization. Under this background, the real
estate market is highly expected to recover. However, it will become a new normal
that the real estate market operates in a low-speed manner.

In 2014, the real estate development and investment in the PRC amounted to
RMB9,503.6 billion, representing a nominal increase of 10.5% over last year (a real
increase of 9.9% after excluding the price factor), 9.3 percentage points lower in terms
of growth rate as compared with 2013. In particular, residential property investment
amounted to RMB6,435.2 billion, representing a year-on-year growth of 9.2% and
67.7% in proportion to the property development and investment. The gross floor
area ("GFA") under construction by property development and enterprises was 7,264.82
million sg.m., representing a year-on-year growth of 9.2%. In particular, the area
under construction for residential purposes was 5,150.96 million sq.m., representing a
year-on-year growth of 5.9%. The newly-commenced GFA was 1,795.92 million sg.m.,
representing a year-on-year decrease of 10.7%, with a 1.7-percentage-point decrease
in the decreasing amplitude, among which the newly commenced GFA for residential
purposes was 1,248.77 million sq.m., representing a year-on-year decrease of 14.4%.
The completed GFA amounted to 1,074.59 million sgq.m., representing a year-on-
year growth of 5.9%, with a 2.2-percentage-point decrease in the growth rate,
among which the completed GFA for residential purposes was 808.68 million sg.m.,
representing a year-on-year increase of 2.7%.

15
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In 2014, the sales area of commodity properties amounted to 1,206.49 million
sg.m., representing a year-on-year decrease of 7.6%. In particular, the sales area
of residential properties decreased by 9.1%, that of office buildings decreased by
13.4%, and that of commercial properties increased by 7.2%. The sales of commodity
properties amounted to RMB7,629.2 billion, representing a year-on-year decrease of
6.3%, among which the sales of residential properties decreased by 7.8%, that of
office buildings decreased by 21.4% and that of commercial properties increased by
7.6%.

The Operating Results of the Segment
In 2014, under the background of continuous regulation and control in the industry,
the Company enhanced the regulation and control on its property business. By
enhancing the supervision and regulation on the process of major projects and the
integration of segment resources, it streamlined various business types and sustained
stable and sound development of its property business.

The overall operating results of the property development segment in 2014

Unit: RMB’000

Year-on-year

2014 % of the total 2013 growth
Segment revenue 22,852,664 10.44% 26,377,758 -13.36%
Segment gross profit 4,090,896 14.77% 5,116,875 -20.05%

Note:  The segment revenue and segment gross profit above is before inter-segment eliminations.

In 2014, the revenue from property development segment of the Company was
RMB11.51 billion, representing a year-on-year decrease of 7.4%; gross profit margin
was 17.9%; the sales amount and areas of commodity property amounted to RMB6.49
billion and 766,000 sg.m, respectively; and the revenue from social welfare housing
development was RMB9.68 billion, representing a year-on-year decrease of 12.6%;
gross profit margin was 13.3%. In 2014, the area under construction within the
property segment of the Company was 13.849 million sq.m. In particular, the newly-
commenced GFA was 1.279 million sq.m., the newly acquired land area was 221,000
sg.m., and the plot ratio-based GFA of the land bank at the end of the year was 6.373
million sq.m. (GFA attributable to the Company based on contribution ratio).
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Equipment Manufacturing Business

(1)

Industrial Overview

In 2014, the steel and iron market continued its weak trend and steel price continued
to be low, which was mainly due to: (1) serious over-capacity in the PRC iron and
steel industry and the conflict between supply and demand was growing, and (2) an
unsatisfactory performance of downstream industries such as real estate sector. The
metallurgical (iron and steel) industry is currently a major downstream industry source
of demand for domestically-made equipment and has been a major driving force for
the growth of the equipment manufacturing sector over the past years. As affected
by the economic environment at home and abroad, the traditional metallurgical
equipment manufacturing sector experienced a slow growth.

As the state continues to strengthen economic transformation and industrial
adjustment of the state, it has become the industrial policy for the whole metallurgical
industry to phase out backward capacity and to upgrade product structure. To guide
the development of the metallurgical equipment manufacturing sector, the State
encourages the independent innovation of key and core technologies which could be
reflected by R&D innovation, improvement of the localization rate, energy conservation
and emission reduction and the phasing-out of backward process and technology.
One after another, the state rolled out documents such as the Adjustment and
Revitalization Plan for Equipment Manufacturing Industry ({31 %1385 22 38 22 F0 4R B8
%)), the Guidance Catalogue for Innovation of Intelligent Equipment Manufacturing
(e BlE HFHAIFHEE B £%)) and the 12th Five-Year Plan for High-end Equipment
Manufacturing Industry ({= i EREZ [+ =R &) with an aim to encourage
enterprises to develop equipment involving independent intellectual property rights
and high-end core technology, which also require the metallurgical equipment
manufacturing sector to focus on the sustainable development and independent
innovation of the industrial chain, to adjust the industrial structure to speed up the
development of high-efficiency and low-pollution products which conform to the
energy saving and emission reduction requirements of the iron and steel industry
and to expedite the elimination of obsolete products with high-consumption and
high-pollution. In order to cater for the needs of the iron and steel industry in China
for greater and more continuous production and the upgrading of equipment, the
Company developed high-end product and continuously improved the localization rate
of equipment.
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The Operating Results of the Segment
Business of the Company’s equipment manufacturing segment mainly includes research
and development, design, manufacturing, sales, installation, fine-tuning, inspection and
repair of metallurgical equipment and its spare parts, steel structures and other metal
products as well as related services.

The overall operating results of the equipment manufacturing segment in 2014

Unit: RMB*000

Year-on-year

2014 % of the total 2013 growth
Segment revenue 10,234,645 4.68% 9,539,339 7.29%
Segment gross profit 1,248,782 4.51% 1,094,937 14.05%

Note:  The segment revenue and segment gross profit above is before inter-segment eliminations.

For the equipment manufacturing segment, the Company will gradually retreat
from low-efficiency businesses with unfavorable market prospect, low technology
content and weak profitability, gear up the adjustment to the existing equipment
manufacturing capacity which could be transformed to underpin the core technology
of relevant business and have a promising market prospect, give priority to the
development of corollary environmental-protection equipment for metallurgical
activities, increase the strength and quality of high-end manufacturing enterprises such
as MCC-SFRE Heavy Industry Equipment Co., Ltd, MCC-Xi'an Electric Furnace Institute
Co., Ltd, Tianjin SERI Machinery Equipment Corporation Ltd, Tianjin Zhongji Equipment
Manufacture Co., Ltd and MCC Capital (Xiangtan) Heavy Industrial Equipment Co.,
Ltd, and fully exert the strength of combination of process design, equipment design
and automated control design for iron and steel production to realize the close
combination of engineering technology and product technology and convert the core
technology into intelligent equipment products. On the other hand, the Company
will increase the strength of industrial steel structure business through focusing on
areas such as the municipal projects including bridges and viaducts as well as super-
high-rise buildings, developing civil buildings and infrastructure steel structure and
pursuing the way of industrialization of steel structure residential buildings and system
modularization. With strengthened operation management to improve cost-efficiency
for an increasing profitability, the Company aspires to develop MCC steel structure
into a flagship brand in urban green development areas.
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Resources Development Business

(1)

Industry Overview

Resources development business mainly refers to exploration, mining, processing,
smelting and advanced processing of metal and non-metal mineral resources.

According to the statistics published by the Ministry of Commerce of China since
2004, mining has been one of the top four overseas investment sectors of China, and
one of the most important overseas investment sectors of China in terms of foreign
direct investment flow or accumulative stock of foreign direct investment. According
to the forecast made by the Ministry of Land and Resources of the PRC, China will
see a short supply of 25 types of mineral products by 2020, 11 of which are essential
to the development of its national economy, which also implies a quicker exploration
and development of mineral resources in China as well as a further increase of the
investment by Chinese enterprises in mineral resources import and overseas mining
projects.

In 2014, despite the recovery of the U.S. economy, China and Japan has begun to
slow down and the Europe registered nearly zero growth, making the overall recovery
worldwide impossible. Due to factors such as the nationalism in resources, two-way
RMB fluctuation, over-supply and weak demand growth, it has been generally difficult
for metal prices to get out of the weakness in 2014 with iron ore prices slumping, iron
ore inventory at ports exceeding 100 million tonnes for several consecutive months
and copper prices swinging lower. However, certain metals such as nickel and zinc saw
improvement in fundamentals and recovery in prices due to factors such as mechanism
innovation and production cut.

As Chinese economy enters the “new normal era”, the iron and steel industry which
is highly correlated with the macro economy also enters the “new normal era” which
could be reflected by excessive production capacity, growing output, decreasing
demand, lower prices and meager profit and export-driven growth. Notwithstanding
the above, international giant players still maintain a high-output strategy in an
attempt to further monopolize the mainstream iron ore market through increasing
output and lowering price. According to statistics, the iron ore output of Rio Tinto and
Vale reached 60.45 million tonnes and 85.73 million tonnes respectively in the third
quarter, both hitting a record high, and the outputs of such magnates will continue
to increase in the following years. In addition, according to the statistics of China Iron
and Steel Association, as at the end of the Reporting Period, the average CIF price
of iron ore import fell to around US$70 with no signs of bottoming. The low prices
of iron ore on the international market exerted great pressure on the domestic iron
ore enterprises which have a relatively higher production cost, making certain mining
enterprises to post losses or even go bankrupt.
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With respect to non-ferrous metals, increase in production capacity and output
exceeded that of demand, resulting in an overall over-supply. The rise in costs of
electricity, environmental protection and labor exerted notable pressure on the
operation of non-ferrous metal enterprises. In the first 11 months, the output of ten
non-ferrous metals in China reached 39.94 million tonnes, representing a year-on-
year increase of 6.2%, among which, copper output increased by 11.5%, lead output
decreased by 5.9%, and zinc output increased by 4.4%. The year 2014 witnessed
globally a continued over-supply of copper and lead and continued large size of copper
mine projects being put into operation, and domestically a continued peak of copper
smelting capacity being put into production, a low-speed growth on lead market and
a fall in the prices of both copper and lead. However, with the forthcoming shut-down
of several international large zinc mines in succession, zinc supply will become tight
and zinc price will pick up in the future. As such, zinc is expected to be one of the
best performers in the future. As Indonesia imposed restrictions on export of its crude
ore, nickel price rose all the way in the first half of 2014 with LME nickel price hitting
the highest point of US$21,625 per tonne, but fell back in the second half of 2014. As
the time required for construction of infrastructure such as transportation and power
supply will impact, to a large degree, the smelters construction and the utilization of
production capacity in Indonesia, it is generally estimated that it will take certain time
for smelters in Indonesia to commence mass production, which means that nickel price
will remain strong in the following three to five years.

Starting from 2014, the polysilicon industry of China demonstrated a general recovery
and steadfast growth trend. With the introduction of a number of favorable industrial
policies and the continuing recovery of demand on the photovoltaic market, as well
as the interest cut by the central bank, the photovoltaic industry will see a continued
recovery trend. In the first half year, the polysilicon spot price in China took on a
trend of rapid-rise but slow-fall, which rose rapidly from RMB137,000 per tonne at the
beginning of January to RMB167,000 per tonne. However, what is worrying is that
the photovoltaic market again received overwhelming attention, giving rise to certain
"overheating” signals again, which, coupled with the increased import of polysilicon,
will contribute to the market surplus in China. As at the end of the Reporting Period,
the polysilicon price in China stood at RMB156,800 per tonne, representing a rise of
16.17% from the corresponding period last year.
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The Operating Results of the Segment

The Company’s resources development business mainly focuses on mineral products
such as nickel, copper, iron, lead and zinc and smelting and processing sectors as well
as the production of polysilicon.

In 2014, the Company, based on the principles of “positioning accurately and exerting
advantages in a realistic manner” and “distinguished arrangement and categorised
implementation for key promoting projects, postponed projects and assets disposal
projects”, continued to give classification and guidance to the existing overseas
resources projects. With respect to key promoting projects, the Company concentrated
various resources to urge for early fulfillment of the production target and make
profits. With respect to postponed projects or projects currently in the stage of
preliminary work, the Company made adjustments on development ideas and strategy,
and searched for opportunities to develop. With respect to assets disposal projects,
the Company began to conduct research on withdrawal solutions to minimise loss of

assets.
The operating results of the resources development segment in 2014
Unit: RMB’000
Year-on-year
2014 % of the total 2013 growth
Segment revenue 4,264,231 1.95% 3,335,707 27.84%
Segment gross profit 365,373 1.32% 460,339 -20.63%

Note:  The segment revenue and segment gross profit above is before inter-segment eliminations.

In 2014, the operating conditions of certain resources projects of the Company which
were undergoing production are as follows:

Ramu Nico Laterite Mine, Papua New Guinea: The production and operation of this
mine gradually got on the right track. In 2014, the mine produced 57,360 tonnes
of Ni-Co hydroxide, containing 20,988 tonnes of nickel and 2,134 tonnes of cobalt.
The ratio of actual production capacity to designed capacity was 64.3% for Nickel,
representing a year-on-year increase of 88%. Sales of nickel reached 21,150 tonnes,
representing a year-on-year increase of 45%. Sales of cobalt reached 2,174 tonnes,
representing a year-on-year increase of 70%. Operating income amounted to
RMB1,850 million, representing a year-on-year increase of 63%. The mine recorded a
loss of RMB570 million, representing a year-on-year decrease of loss of 57%.

Saindak Copper-Gold Mine, Pakistan: In 2014, despite various problems such as the
reduction of minable ore and increased hardness of ore, the mine yielded production
of 13,122 tonnes of crude copper, representing 108% of the annual plan, and sales
of crude copper were 13,284 tonnes, representing 101% of the annual budget.
Operating income and total annual profit were RMB780 million and RMB60 million,
respectively.
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Sierra Grande Iron Ore, Argentina: Due to short supply of water following the
breakage of water supply pipes by floods, the production of iron concentrate powder
decreased to 328,000 tonnes in 2014, accomplishing 73% of the annual plan. Sales of
iron concentrate powder reached 442,000 tonnes, accomplishing 80% of the annual
plan. Operating income reached RMB240 million with a loss of RMB160 million.

Luoyang China Silicon Hi-tech Corporation: In 2014, it produced an aggregate of
9,344 tonnes of polysilicon while sales of polysilicon amounted to 8,370 tonnes; the
production of silicon chips was 12.44 million pieces with 7.23 million silicon chips
sold; operating income amounted to RMB1,140 million with a loss of RMB100 million,
representing a year-on-year reduction of loss of 76%.

In 2014, the progress of the construction projects in the resources segment of the
Company was as follows:

Aynak Copper Mine Project, Afghanistan: The Afghanistan government did not
implement phosphate and coal mining resources in accordance with the contract
requirements. It still had not completed the excavation of relics, land requisition,
village relocation and mine clearance, which seriously affected normal development of
the project. However, it is expressly stated in the joint statement made by the heads
of China and Afghanistan in October 2014 that “both parties wish to see substantial
progress of this project on the basis of friendly negotiation”. Given such consensus,
the Company submitted the draft feasibility study report to the government of
Afghanistan at the beginning of 2014 so that both parties could jointly discuss the
economical issues associated with this project. The Company will, after having made
sufficient preparations, engage in active consultation with the parties from Afghanistan
to start the negotiation work to revise the mining contract as and when appropriate
in accordance with the requirement of the mining contract and in consideration of the
actual needs for promoting this project.

Duddar Lead-Zinc Mine Project, Pakistan: In the international bidding in respect of the
assets disposal of Duddar, China Huaye Group Co., Ltd, a subsidiary of the Company,
won the bid and officially took over the project sites since 1 July 2014. Then, it
arranged nearly 100 Chinese personnel including management staff, technical staff and
operators to work at the site of the project, and the total staff from both China and
Pakistan reached 347 at present, making the management team and organizational
structure basically ready. On-site equipment repair and maintenance has been rolled
out and it also fully commenced the restoration and transformation for commingled
well, hoist inclined shaft, filling system construction and beneficiation flow-sheet test,
striving to put the above ground system into operation as soon as practicable.

Cape Lambert Project, Australia: As at the end of the Reporting Period, the Company
endeavoured to seek appropriate strategic investors and conducted daily maintenance
for the mining rights. In July 2014, the Company and CFE reached a settlement of the
dispute over the final tranche payment, pursuant to which, the AUD$30 million out of
the final tranche of AUD$80 million deposited in the joint account of both parties has
been returned to the Company, and the balance, after deducting relevant charges, was
transferred to the bank account designated by CFE.
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Investment in Technological Research and Technological Achievements

In 2014, closely embracing the target to “lead and underpin MCC to a higher development level
through technological innovation”, the Company made great efforts in implementing the innovation-
driven development strategy to provide stronger technological support to build the updated version
of “four beams and eight columns” business system, recreate the new advantages of “a better
MCC”, and strive to become the strongest, the best and the largest “national team” of metallurgical
construction and operational services in the world. In 2014, the technological research investment
of the Company amounted to RMB4,786 million, accounting for 2.22% of the operating revenue
of 2014 of which, operating revenue from research and development amounted to RMB3,706
million, representing 1.72% of the operating revenue of 2014. While ensuring consistent and stable
investment in technological research, the Company also proactively obtained considerable amount of
technological fund from the government, which notably enhanced the independent innovation ability
of the Company and delivered fruitful achievements.

1. Technological Research Platform

In 2014, the technological centers of ACRE Coking & Refractory Engineering Consulting
Corporation, MCC and China Jingye Engineering Corporation Limited were accredited as
national enterprise technological centers. The “National Engineering and Technological
Research Center for Sintered Pelletizing Equipment System” developed by Zhong Ye Chang
Tian International Engineering Co., Ltd. successfully passed the inspection and acceptance
process organized by the Ministry of Science and Technology of China. As at the end of
2014, the Company has established 11 national technological platforms as approved by the
Ministry of Science and Technology of China and the NDRC, holding a leading position among
the central-owned enterprises, 51 MCC engineering and technological centers, 52 provincial
technological platforms, and 50 technological platforms at subsidiary level. Thus, the three-
hierarchy technological research platform system of the Company (i.e. national, Group and
provincial, subsidiary) further improved, which further concreted the innovation foundation of
the Company.

2. Technological Projects

In 2014, the Company made successful applications to undertake a total of 17 national
technological research projects and 6 technological research projects of Beijing, and was
granted considerable technological fund support from the government, which further made
the technological research of the Company a part of the technological innovation system of
the State.

3. Intellectual Property

In 2014, the Company made new applications for 3,571 patents, including 1,553 invention
patents (including 8 PCT patents), and was granted 2,649 new patents, including 564 invention
patents (including 4 foreign patents). As at 31 December 2014, the Company had a total of
13,846 valid patents, including 2,725 invention patents (including 21 foreign patents), and a
total of 344 software copyrights. According to the patent ranking in 2013 issued in July 2014
by the SASAC, MCC Group (with MCC being its core asset) ranked 4th among the central-
owned enterprises and 1st among the central-owned enterprises operating in metallurgical and
construction industry, both in terms of the total number of valid patents, and 10th in terms of
total number of valid invention patents. In addition, the Company received two China Patent
Excellent Awards this year.
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4.

Technological Awards

In 2014, the Company won a total of 4 national science and technology awards, including 1
Second-class Award for National Technological Invention Award and 3 Second-class Awards
for National Science and Technology Advancement Award, making a record in terms of both
the number and quantity of awards received and ranking 1st among the central-owned
enterprises which operate in construction sector. This is also the first time over nearly 10
years that the Company won the National Technological Invention Award. In addition, the
Company also received 10 prizes for the 2014 Metallurgical Technology Award, including 1
Top-class Prize, 1 First-class Prize, 3 Second-class Prizes and 5 Third-class Prizes; 6 prizes for
the 2014 China Nonferrous Metals Industry Science and Technology Award, including 3 First-
class Prizes, 2 Second-class Prizes and 1 Third-class Prize; 6 prizes for the 2014 First session
China Construction Project Construction Technology Innovation Award, including 3 Second-
class Prizes and 3 Third-class Prizes; 5 prizes in the 2014 China Construction Industry Building
Information Modeling (BIM) Invitational tournament, including 1 Second-class Prize for
"Excellent BIM Project Award”, 2 First-class Prizes for the “BIM Expanded Application (Individual)
Award” and 2 Third-class Prizes for the “BIM Expanded Application (Individual) Award”;
and 8 prizes in the Second-session China Engineering Construction BIM Application Contest,
including 1 First-class Prize, 3 Second-class Prizes and 4 Third-class Prizes.

Technology Standards and Construction Method

In 2014, the Company led the compilation and issue of 1 international standard, and compiled
and issued 26 national technology standards. In addition, the Company was granted 21
national construction methods, including 5 first-class construction methods and 16 second-
class construction methods.

Demonstration Projects

In 2014, the Company approved 23 new demonstration projects for new technology
application to be undertaken by Central Research Institute of Building and Construction
Co., Ltd.,, MCC Group, and organized inspection and acceptance work in respect of 9
demonstration projects for new technology application of this company.

Accreditation of Technological Achievements

In 2014, 95 technological achievements of the Company received accreditation, 4 of which
attained international leading level, and 33 of which attained international advanced level.
The promotion and application of such achievements have brought notable economic and
social benefits to the Company, and greatly enhanced its technological strength and market
competitiveness.
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() Analysis on Core Competitiveness
1. A Leader in the Metallurgical Engineering and Construction Industry in China

MCC is the metallurgical engineering and construction contractor with the longest history
in specialized operation and the strongest capabilities in professional design in China. As
a leader in the metallurgical construction industry in China, MCC has established its core
strength on technologies related to all aspects of metallurgical engineering and its design
and construction capabilities. With the definite competitiveness and leading position in the
area of metallurgical engineering, MCC is also the largest contractor for metallurgical projects
and the largest service provider for metallurgical enterprises in the world, and is in a good
position to become the strongest, the best and the largest “national team” of metallurgical
construction and operational services in the world. As always standing at the international
high-level and setting its eyes on the growth of metallurgical industry as a whole, MCC strives
to achieve international excellence while ensuring its top ranking in China, so as to shoulder its
responsibilities to lead the Chinese metallurgical industry to a higher level.

2. Strength of a Complete Industrial Chain

The Company has a complete industrial chain for project construction covering technological
research and development, consulting and planning, surveying and mapping, project design,
project supervision, civil construction, installation and adjustment, equipment manufacturing
and integration, technological service and import and export trade. Thus, the Company has
developed core technological strength and unique whole-industrial-chain system integration
advantages over general engineering design enterprises, project construction enterprises or
equipment manufacturing enterprises, and is able to provide more comprehensive or integrated
services to customers.

3. Strength of Specialized Technology

The Company has long been committed to the metallurgical engineering and construction
business for iron and steel industry and have developed various domestic and international
leading metallurgical processes and core technologies in sintering, pelletizing, coking, iron
making, and steel making and continuous casting, among other areas. In recent years, the
Company has been actively building its patent technology network with core competitiveness
to establish the intellectual property system which could provide support to the growth of
its principal businesses. The Company currently has more than 10,000 valid patents and won
the “Technology Innovation Enterprise Award” (Rl &I#1{> % 48) from the SASAC in 2013,
which indicates that the Company has stepped into the “first phalanx” for technological
innovation among central enterprises. At present, the Company has established 11 national
technological innovation platforms, including the “National System Integration Engineering
Technology Research Center for Iron and Steel Smelting Equipment” (BI%R #5455 18 R 47
ER TR BMAFICF ) and the “National Steel Structure Engineering Technology Research
Center” (B %R 8l 45 1% T A2 5 AT AF 2 & 0), which cover fields such as iron and steel metallurgy,
project construction and real estate, equipment manufacturing, environmental protection
and emerging industries, representing a leading position among the central enterprises which
operate in the construction industry.
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Strength of Integration and Innovation of Specialized Technology and Project
Management

The Company has undertaken the planning, survey, design and construction for substantially
all of the medium- and large-scale iron and steel enterprises in China, including Baosteel,
Ansteel, Wusteel and Panzhihua Steel, from which the Company accumulated rich experience,
grasped and possessed a set of core technologies including system integration and equipment
integration. With respect to management, the Company has the capability to integrate various
factors including human resources, finance, materials and information. Leveraging on the
extensive experience and technological strength accumulated in the metallurgical engineering
and construction field, the Company proactively develops business in other non-metallurgical
engineering and construction fields. While providing EPC services to project owners, the
Company combines its unique specialized technology with its project management capability
and established several interrelated and complementary business segments with significant
operational synergies, thus laying a solid foundation for expansion into non-steel field.

During the Reporting Period, there were no significant changes in the core competitiveness of
the Company.

(IV)  Board’s Discussion and Analysis on the Future Development of the Company

1.

Industry Competition Landscape and Development Trend

For the competition landscape and development trend of the industry in which the Company
operates its businesses, please refer to “Business Overview” in “Report of Directors” of this
report.

Development Strategy of the Company

Persisting in the core value of “efficiency creates value, innovation drives development, quality
makes eternity” and adhering to the general development approach of “focus on building the
strength and scale of principal businesses, whilst diversify the operation moderately to achieve
a sound development”, the Company aims to build an updated version of “four beams and
eight columns” business system and recreate the new advantages of "a better MCC” and
strives to become the strongest, the best and the largest “national team” of metallurgical
construction and operational services in the world and make the good wishes of “focusing on
the core businesses in building a better MCC" come true.

Major measures to be taken include the following:
(1) Nail down the positioning for corporate development

Enterprises engaged in technological research and design shall always set their
eyes on global-leading and domestic first-class, always put their focus on leading
by technology, upgrading by innovation and provision of high-end services, and
concentrate advantageous resources and distinguish its respective brand feature to
develop the comprehensive technological service capability of the Company for whole
industrial chain of iron and steel companies.
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Enterprises engaged in construction operations shall continue to expand business scale
on the conditions that the risks are controllable, production factors and resources are
sufficient, and benefit and efficiency are well matched. Focuses shall be put on the
innovation of business modes, increase of added-value of products, improvement of
management standard and cultivation of corporate brand.

Nail down business positioning

To facilitate the accomplishment of objectives to be “the strongest, the best and
the largest” amid the “new normal era”, the Company reclassified the existing four
business segments to form the updated version of “four beams and eight columns”
business system of MCC. The introduction of “four beams and eight columns” not
only follows the historic evolution of the Company, but also represents the future
development trend of the Company, which laid down a solid foundation for the
sustained healthy development of the Company.

Endeavor to develop market

Under the “new normal era”, market still represents the key issue in the sustainable
development of the Company. With the Company making the general plan and
coordination, the subsidiaries shall undertake their respective responsibilities for market
development. Regional members shall, taking into account the interests of the whole,
make their best efforts to assist the market development, so as to form the strong
“three forces in one” composite force for market development.

Activate the endogenous impetus of the Company through reform and innovation

First, the Company will clean up retained assets comprehensively, revitalize and dispose
the toxic assets, and restructure and consolidate internal resources to improve the
utilization efficiency of existing resources. Second, the Company will streamline various
types of subsidiaries at each hierarchy in an all-around way with an aim to basically
eliminate loss-making enterprises and to ensure there will be no additional loss-
making enterprises. Third, the Company will improve an assessment of comprehensive
performance through fully exerting the orientation and motivation role of assessment.
Fourth, reform of human resource allocation will be deepened to cultivate, identify
and recruit a host of high-end and excellent talents with a focus on innovation-driven
mode, so as to cater for the development of enterprises. Fifth, business operation
mode will be innovated to strengthen the combination of industry and financing.

Aggressively develop overseas market

From the three perspectives of improving the three-dimensional marketing of
internationalized operations, optimizing market distribution and actively promoting
localized management, we will make great efforts in the development of overseas
market, so as to achieve great breakthroughs and leap-forward development
in overseas market by taking good advantage of opportunities from overseas
development, significantly increase the proportion of overseas businesses and make
them as the new advantage, new support and new highlight of the Company.
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(6) Enhance corporate management to concrete the foundation for corporate development

First, budget management system will be improved to steer resources toward
the business areas with higher efficiency, stronger ability to create benefits and
higher return. Second, the Company will make proper efforts in cost reduction and
expenditure saving, further enhance capital management to reduce finance cost
and optimize capital structure, and strive to improve the combined cost-profit ratio.
Third, the Company will implement a standardized project management system to
facilitate the establishment of management standards for contraction projects in a
comprehensive manner. Fourth, the management of technological innovation will be
enhanced so that the technological research could be closely combined with market
demand, business development positioning, improvement of productivity and value
creation. Fifth, the Company will strengthen the management of mineral resources
through adhering to the principle of “positioning accurately and exerting advantages in
a realistic manner” and aiming at “perfecting management, reducing cost, controlling
risk and having return”, and give an effective play of the intensive management the
mining group.

Operation Plan

The Company expects to record revenue of RMB228 billion in 2015.

Capital Requirement for the Company to Maintain the Current Business Operations
and Complete Investment Projects under Construction

In order to ensure the continuous, healthy and stable development of the Company’s business
and investment projects, the Company will adopt multiple ways for fund raising: firstly, the
Company will strengthen the combination of industry and financing, comprehensively boost
industry funds and increase buyer’s credit financing to promote the development of principal
businesses; secondly, the Company will proactively explore domestic and overseas financing
channels and raise funds through direct or indirect means including borrowings from financial
institutions, issuance of domestic or overseas bonds, etc. Currently, the Company has sufficient
credit facilities from financial institutions and there is still greater room for the issuance
of various types of low-cost debentures in a relatively large amount, including short-term
financing bills, private bonds, corporate bonds, overseas bonds and perpetual bonds.

Possible Risks

(1) Market Risk

Metallurgical Market

With the slowdown of economic growth in 2015, the demand growth of the iron and
steel market will continue to slow down for quite a long time in the future, low-speed
growth may become a normal and there may even be negative growth. The overall
situation is not optimistic. Subsequent market development will be subject to greater
pressure. Successive promulgation of new environmental protection policies, changing
the mode of growth, containment of serious excess capacity and other relevant policies
will further intensify market competition.
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Non-steel Engineering Market

In recent years, the competition in non-metallurgical engineering area such as domestic
high-end property construction and municipal transportation infrastructure has always
been fierce. Central enterprises capture a considerable market share by virtue of their
strong qualifications, funds, project planning, cost control and other advantages.
Various local urban construction companies have a profound cooperative relationship
with local governments and enterprises and possess a relatively large market share in
local engineering markets. In addition, some domestic private enterprises with better
development occupy part of the market share due to their flexible system, strong cost
control capacity and low cost strategy. Against the backdrop of a “new normal era”
of domestic economic development, the non-metallurgical engineering area such as
national high-end property construction and municipal transportation infrastructure will
be confronted with an environment of fiercer competition.

Property Development

Viewing from the macro economy, China’s economy is expected to remain progress
stably amid reforms in 2015. However, under the influence of internal and external
factors, economic growth will further slow down. In respect of currency and credit,
the central government will continue to implement proactive fiscal policy and prudent
monetary policy to cope with the increasing economic downturn and deflationary
pressure. In respect of supply, the uncertain sales outlook and the decrease in
land transaction volume will result in a continuous year-on-year decrease in newly-
commenced GFA, while the decrease will narrow and the growth of development
investment will slow down. In respect of price, the market will still be dominated by
de-stocking in 2015. The price throughout the year is expected to remain stable or
show a slight fall, while the price performance in different cities may be different and
there will be upward pressure in first-tier cities and a small number of hotspot second-
tier cities.

Equipment Manufacturing

From the perspective of domestic environment, the equipment manufacturing industry
is confronted with many difficulties such as low domestic demand and sluggish export
growth, and the various problems and contradictions covered up by the high-speed
growth have been exposed successively. The upgraded demand and fierce market
competition impose newer, higher and more urgent requirements on structural
adjustment and transformation and upgrading of the entire industry.

Resources Development

The Company currently possesses three overseas resource projects in production, i.e.
Ramu Nico Project, Papua New Guinea, Saindak Copper-Gold Mine Project, Pakistan,
and Sierra Grande Iron Ore Project, Argentina, which produce nickel and cobalt
hydroxide, crude copper and refined iron ore, respectively. In 2014, apart from the
price rise of nickel, the prices of both copper and refined iron ore saw a decline of
different extent. The major factors influencing product price include, among others,
supply-demand relationship, macro-economic situation and exchange rate. As the
transactions of metal products are generally denominated in USD, the exchange
rate fluctuation in USD, currency of the place where the project is located and RMB
aggravates the fluctuation of product price.
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II.

RESULTS

)

(3)

“)

Financial risk

As the financing of local government is strictly regulated, the recovery of funds from
the projects in certain cities with poor financial strength will be more difficult. Price
fluctuation in bank credit and funds in the wealth management pool bring pressure
on the financing cost of the Company from time to time. The world economy is still in
the period of deep adjustment and the overall weak recovery is unlikely to see obvious
improvement. The two-way fluctuation in the exchange rate of RMB against USD
increases exchange rate risk.

Tax risk

The Company operates in many countries and regions overseas and is subject to
various taxes. Due to the facts that the tax environment varies in different regions
and that the regulations are complex concerning various tax items including corporate
income tax, foreign contractor tax, individual income tax, etc., the Company may be
under the risks incurred by the overseas tax policies and changes.

Risks arising from overseas market

The spillover effects of the exit of quantitative easing monetary policy by the U.S.
will be the major risk factor affecting the financial stability of emerging markets. In
addition, geopolitical conflicts will subject the Asian emerging markets to increasing
dependence on the oil from the Middle East to supply shock. Once the aforementioned
risks materialize, a great impact will be brought about on the recovery of world
economy. Furthermore, the occurrence of wars, civil strife and continuous turbulence
in certain countries and regions, such as Afghanistan, expose certain projects of the
Company there to high political risks. The instability factors including disputes and
conflicts due to unacquaintance of the society, culture, environmental protection
policy and other policies of the places where the projects are located will have certain
adverse effects on the execution of projects.

The annual results of the Company for the year ended 31 December 2014 are set out in the consolidated
income statement on pages 121 to 122. The financial highlights of the Company for the last five financial
years on pages 357 are extracted from the financial statements for the year of the Company.
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III. DIVIDEND

| Formulation, Implementation or Adjustment of Cash Dividend Policy
1. Formulation, Implementation or Adjustment of Cash Dividend Policy

In accordance with the Notice Regarding Further Implementation of Cash Dividends Distribution
of Listed Companies (Zheng Jian Fa [2012] No.37) KR E—FEE T RARIBR DA EHSE
T8 1) 38 &0 ) (B ES #£(2012]375%)) issued by CSRC and the Notice Regarding Further Improvement
of Cash Dividends Distribution of Listed Companies (Jing Zheng Gong Si Fa [2012] No. 101) (#
RE—FLTELTMARBEHAFBEEENR)(RFE R AE[2012]10155)) issued by Beijing
Securities Regulatory Bureau, the Company confirmed the profit distribution policy in the
Articles of Association ({2 A1ZF2£)) and upon examined and approved by the Shareholders’
Meeting, the relevant details are as follows:

(1) Basic Principles for the Company’s Profit Distribution Policy

@ The Company has given sufficient consideration to the returns to investors and
no less than 30% of the parent company's profit available to be distributed for the
current year will be distributed to shareholders per annum; @ the Company’s profit
distribution policy shall maintain consistency and stability and shall also take into the
account of the Company’s long-term interests, the interests of all shareholders as a
whole and the sustainable development of the Company; @ the Company shall give
priority to distribute profit in the form of cash dividends.

2) Specific Policy Regarding the Company’s Profit Distribution

@ Forms of profit to be distributed: The Company may distribute dividends in the form
of cash, shares or a combination of cash and shares. Under conditional circumstances,
the Company may distribute interim dividends. @ The specific conditions and ratios for
the Company’s cash dividend: Except for the special occasions, if the Company makes
a profit for a year and the accumulated undistributed profit is positive, the Company
may distribute the dividend in the form of cash, and the profits distributed in cash
every year shall not be less than 10% of the parent company’s profit available to be
distributed for the current year. Special occasions shall refer one of the following: the
parent company’s profits available to be distributed is negative; such other occasion
occur when upon approval by the Shareholders’ Meeting, less than 10% of the parent
company’s profit available to be distributed for the current year is to be distributed in
the form of cash dividend, including but not limited to no distribution of cash dividend
due to major investment needs of the Company. The criteria of such major investment
are the Company's expected total investment for the next year exceeds 15% of the
net assets in the Company’s consolidated statement for the current year. @ Specific
conditions for the Company’s distribution of share dividends: the Company’s operation
is good and the Board believes that the Company’s share price does not match the
Company’s equity scale and that the distribution of share dividends can benefit all
shareholders of the Company for the interests as a whole. Subject to satisfying the
foregoing conditions for cash dividends, the proposal for share dividend distribution
will be put forward.
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(3) Procedures for Considering the Distribution Policy

The profit distribution policy of the Company shall be proposed by the Company’s
President Office and then submitted to the Company’s Board of Directors
and Supervisory Committee for consideration. The Board will fully discuss the
reasonableness of such profit distribution proposal. The special resolution is passed
thereby and then submitted to the Shareholders’ Meeting for consideration. When the
Board resolves that the profit which is less than 10% of the parent company’s profit
available to be distributed for the current year will be distributed in the form of cash
and the profit distribution proposal so formed will be submitted to the Shareholders’
Meeting for consideration, the Company shall make internet voting accessible to
shareholders subject to the applicable laws and regulations. Should the Company
fail to distribute cash dividend due to the special occasions mentioned above, the
Board will provide specific explanation for the specific reasons for not distributing
cash dividends, the exact use of the Company’s retained earnings and the expected
investment earnings. After the Independent non-executive Directors have expressed
their opinions, such explanation will be submitted to the Shareholders’ Meeting for
consideration and will be disclosed at the media designated by the Company.

4) Changes in the Profit Distribution Policy

The Company may adjust its profit distribution policy in case of war, natural
disasters and other force majeure, or changes in the Company’s external operational
environment resulting in significant impact on its production and operation, or
relatively significant changes in the Company’s operational position. The Board shall
conduct specific discussion over adjustment to the Company’s profit distribution
policy, demonstrate in detail the reasons for such adjustment and form a written
demonstration report. Upon examination and review by the Independent non-executive
Directors, such written demonstration report shall be then submitted to the general
meeting for approval by way of special resolution. In considering amendments to
the profit distribution policy, the Company shall make internet voting accessible to
shareholders subject to the applicable laws and regulations.

2014 Profit Distribution Proposal

In early 2014, the parent company of MCC has undistributed profit amounted to
RMB1,181,626,000 and profit distributed for this year is RMB1,165,710,000. The net profits
realized this year is RMB1,088,903,000. Upon allocating 10%, that is, RMB108,890,000 as
the statutory surplus reserve, MCC's profit to be distributed to shareholders at the end of
2014 is RMB995,929,000. The Company proposed to all shareholders that a cash dividend
of RMBO0.50 (tax inclusive) will be distributed for every 10 shares and the total cash dividend
is RMB955,500,000, accounting for 24.10% with respect to the net profit attributable to
the shareholders of the company in the consolidated statement. The remaining undistributed
dividend of RMB40,429,000 will be rolled over to the coming year for distribution. The
foregoing profit dividend proposal shall be subject to examination and approval by the
Shareholders’ Meeting before it is implemented.
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Explanation on 2014 Profit Distribution Proposal and Opinions of Independent Non-
executive Directors

(1)

()

(3)

The reason why the total cash dividend proposed to be distributed accounts for a ratio
lower than 30%, with respect to the net profit attributable to the shareholders of the
listed company in the consolidated statement

MCC is in the critical stage when it is under transformation and is being upgraded, and
continues its development. Owing to the characteristics of the construction industry in
which MCC is engaged, sufficient fund reserves need to be used to support business
development. Meanwhile, such profit distribution has satisfied the requirements of the
Articles of Association, and the retained earnings can be used to optimize the debt
structure, reduce financial cost and enhance the level of the Company’s profitability.

As a result, the Company’s profit distribution proposal has taken into consideration
the Company’s need in its sustainable development and can meet the fundamental
interests of shareholders under the circumstances that reasonable returns to
shareholders have been fully considered.

Exact Use of Undistributed Profits Retained and Expected Earnings

Pursuant to the business characteristics, a large quantity of working capital is required
during the course of daily management of MCC. As a result, the retained earnings will
be used to satisfy the needs of daily operating funds and to support the turnover for
daily operation of business. The Company will continue to enhance the efficiency of
fund operation so as to raise the level of overall profits of the Company and to have
returns rewarded to shareholders in better manner.

Opinions of Independent Non-executive Directors

Upon audited by Deloitte Touche Tohmatsu CPA LLP (Special General Partnership) (12
K& A BT IR T @ A §)), the parent company of MCC's profit available to
be distributed to shareholders at the end of 2014 is RMB995,929,300. The Company
proposes to use the total share capital of 19.11 billion shares at the end of 2014
as the base on which, a cash dividend of RMBO0.50 (tax inclusive) will be distributed
for every 10 shares and the total cash dividend is RMB955,500,000. The remaining
undistributed profits of RMB40,429,300 will be rolled over to the coming year to be
distributed. The total cash dividend proposed by such proposal accounts for 24.10%
with respect to the net profit attributable to the shareholders of the listed company in
the 2014 consolidated statement of MCC.

Pursuant to the provisions of Articles 221 and 222 of the Articles of Association,
no less than 30% of the parent company’s profit available to be distributed for the
current year will be distributed to shareholders per annum. Except for some special
occasions, if the Company makes a profit for a year and the accumulated undistributed
profit is positive, the Company may distribute the dividend in the form of cash, and
the distributed profits in cash every year shall not be less than 10% of the parent
company’s profit available to be distributed for the current year.
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As the Company’s Independent non-executive Directors, we believe that the
Company’'s 2014 profit distribution proposal is in compliance with the provisions
of the relevant laws, regulations and the Articles of Association and also takes into
the account of reasonable returns to investors and the sustainable development of
the Company, fulfilling the long-term interests of investors and the needs of the
Company'’s development. No interests of small or medium shareholders are impaired.
We give our consent to the Resolution Regarding MCC’s 2014 Profit Distribution ({3
R EFE2014EEFE B AESE)) and agree to submit such to 2014 annual
general meeting for consideration and approval.

1l The Company’s profit distribution plan or proposal and its plan or proposal for converting
capital reserve to bonus shares for the latest three years (the Reporting Period inclusive)

Unit: RMB’000

Net profit Ratio accounted

attributable for by

to the net profit

Number of shareholders attributable

dividend Amount of Number of of the listed to the

shares to be dividend to shares to be company shareholders

distributed  be distributed transferred/ in the of the listed

for every for every added for Amount of consolidated  company in the

10 shares 10 shares (RMB) every 10 shares  cash dividend  statement for consolidated

Dividend Year (in share) (tax inclusive) (in share) (tax inclusive) ~ the bonus year statement (%)
2014 0 0.50 0 955,500 3,964,938 24.10
2013 0 0.61 0 1,165,710 2,980,864 39.10
2012 0 0 0 0 -6,943,355 —
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IV. INVESTMENT ANALYSIS
(()] Overall Analysis of External Equity Investments
1 Securities investment
Percentage
in securities  Gain or loss
Carrying  investment incurred
Initial amount at  held at the in the
Stock investment  Number of  theend of end of the  Reporting
No. Stock variety Stock code  abbreviation amount shares held  the period period Period
RMB (share) RMB (%) RMB
1 Shares 600787 CMST 498,768 57,528 554,570 100 -36,818
Development
Corp
(REER L)
Investment gain or loss incurred from securities
sold during the Reporting Period / / / / —
Total 498,768 / 554,570 100 -36,818
2 Equity interests in other listed companies held by the Company
Unit: RMB’000
Changes in
Gain or loss  owners' equity
Percentage of  Carrying value incurred in during the
Stock Initial - shareholdingto  at the end of  the Reporting Reporting  Account
Stock code abbreviation investment cost  the company the period Period Period  category Source of shares
(%)
601328 Bank of 92,839 0.05 296,322 0 125082 Available-for-sale  Partly are initial shares and
Communications financial assets  partly are purchased from
the secondary market
000939 Kaidi Electric 2,562 110 117,067 925 53,027 Available-for-sale  Initial shares
Power financial assets
600643 Al Corporation 2,166 0.01 4198 13452 1,921 Available-for-sale  Initial shares
financial assets
600729 Chongging 450 0.1 11,555 0 1484 Available-for-sale  Initial shares
Department Store financial assets
000709 Hebei Steel 10,337 0.79 10,898 0 5207 Available-for-sale Initial shares
financial assets
600117 Xining Special 1400 0.20 7,603 0 2151 Available-for-sale  Initial shares
Steel financial assets
000005 Fountain 420 0.04 1,530 0 597 Available-for-sale Initial shares
financial assets
600665 Tande 1,122 0.02 936 0 423 Avalable-for-sale  Initial shares
financial assets
Total / 111,29 / 450,109 14377 186,050/
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3 Equity interests in unlisted financial companies held by the Company
Changes in
owner's equity
Percentage of  Carrying value Gain or loss during the
Initial Number of ~ shareholdingto ~ attheend of incurred in the Reporting Source of
Name of investee investment cost ~ Sharesheld  the company the period Reporting Period Period  Account category shares
(RMB) (share) (%) (RMB) (RMB) (RMB)

Changcheng Life 30,000,000 - 15 30,000,000 0 —  Avalable-for-sale By acquisition
Insurance Co., Ltd. financial assets
(RAASRBRHLF)

Hankou Bank Company Limited 27,696,000 - 0.74 27,696,000 91,357 —  Avalable-for-sale By acquisition
(ENSARHERAF) financial assets

Baosteel Group Finance 10,497,680 — 2.20 10,497,680 1,443,200 —  Avalable-for-sale By acquisition
Co., ltd. (BHEEHEK financial assets
ERERAR)

Wausteel Group 2,000,000 - 0.13 2,000,000 0 —  Avalable-for-sale By acquisition
Financial Company financial assets
(EAEBHHLRA)

Shenyin & Wanguo Securities 2,000,000 — 0.02 2,000,000 161,943 —  Avalable-for-sale By acquisition
Co, Ltd. (=2BEERKA financial assets
BERAE)

Nanjing Bank 563,096 — 0.01 1,389,756 0 826,660 Available-for-sale By acquisition
of Communications financial assets
([BRRBR)

Total 72,756,776 - / 73,583,436 1,696,500 826,660 / /

(4) Transactions of shares of other listed companies
Shares
purchased in Shares sold in  Share amount
Initial share  the Reporting Amount of  the Reporting at the end of Investment
Stock Name amount Period money used Period the period income
(share) (share) (RMB) (share) (share) (RMB)

Nanjing Iron & Steel Corp. 1,120,000.00 0 0 1,120,000.00 0 1,220,329.00

AJ Corporation 1,648,674.00 0 0 1,342,710.00 305,964.00  13,452,200.00

Tianjin Reality Development 1,000,000.00 0 0 1,000,000.00 0 1,834,900.00

Kaidi Electric Power 10,486,822.00 0 0 80,898.00  10,405,924.00 925,400.00
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Entrusted Asset Management

Entrusted Asset Management and Derivative Investment of Non-financial Companies

During the Reporting Period, the Company had no entrusted asset management.

Entrusted Loans

Unit: RMB’0,000

Relationship Whether
of the Whether itis
borrower Annual Whether the  Isit financed
with the  Amount of interest Pledged itisa payment involved by the
listed entrusted rateof  Use of asset or Isit  comnected is i proceeds Expected ~nvestment
No.  Name of the lender Name of the borrower company loan Termofloan ~ loan  borrowing pledger overdue tansacion extended fitigation  raised revenue galoss  Remarks
1 MCC Capital Engineering & MCC Cepital (angtan] Heawy ~ Jointventure 82875 2012/6/28 to 600 Manufactuing None No No No Mo No %45 2611
Research Incorporation Indstrial Equipment Co,, Lid 2014/6128 seqment
Limited
2 MCC Capital Engineering & MCC Cepital (angtan] Heawy ~ Joint venture 95000 2013529 to 560 Manufacturing None No No No Mo Mo 5320 B0
Research Incorporation Industrial Equipment Co,, Lid 2014529 seqment
Limited
3 Shanghai Baoye Group Corp, ~ Shaoxing Zhongye Xinyu Real Sbsidiary 25,0000 20120926 to 660 Realestate segment  None No No No No No 32954 11825
Ltd. Estate Company Limited 01491
(RRMRFHELARAR)
4 Shanghai Baoye Group Corp, ~ Shaoxing Zhongye Xinyu Real Subsidiary 40,0000 2014/9/12 o 660 Realestate seqment  None No No No No Mo 33710 896
Ltd. Esate Company Limited 016912
(RRYRFHELARAR)
5 MCC Real state Group Co,, Befing Zhongye Minghong Subsidlary 100,000 20137755 to 700 Realestate seqment ~ None No No No No No 137000 68500
Ltd. Real Estate o, Lid 0155
HRPEELESERAA)
6 MCC Real Etate Group Co,, Tianjin Zhongye Mingtai Subsidiary 100,000 20147722 to 1000 Realestate seqment  None No No No No No 417000 44678
Ltd. Real Estae Co, Lid 20097
(REMiRAREEERAA)
7 MCC Real Etate Group Co,, Tianjin Zhongye Mingtai Subsidiary 90,0000 20147723 o 1000 Realestate seqment ~ None No No No No No 375300 3990
Ltd. Real Estate Co, Ltd 01972
(REMiRERESERAA)
8 MCC Real Etate Group Co,, Tianjin Zhongye Mingtai Subsidiary 60,0000 20147724 to 1000 Realestate seqment  None No No No No No 250200 26473
Ltd. Real state Co, Ltd 01973
(REhieAREEERAA)
9 China Enfi Engineering Wuxi Xidong Green Energy Subsidiary 11,2220 201306114 to 431 Wasteincneration ~~ None No No No No No 14493 4831
Corporaton (¥E 32T Compeny Lid 016613 power
BRITERAA) (BRGREREERRLR) generation
10 China Enfi Engineering Luoyang Scon High Technology ~ Subsidiary ~~ 4,800.0 2013/621 to 420 Resourcessegment — None No No No No No 2016 1019
Corporaton (¥EE3T Compeny Limited 2014620
EREERDE) (RERYEHRERLT)
11 China Enfi Engineering Luoyang Sfcon High Technology ~ Subsidiary ~~ 4,800.0 201466125 to 431 Resourcessegment — None No No No No No 4133 1010
Corporaton (¥EE3ET Compeny Liited 20165604
BRIEERAT) (ABHDRHRERLT)
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Unit: RMB’0,000

Relationship Whether
of the Whether itis
borrower Annual Whether the Isit financed
with the  Amount of interest Pledged itisa payment involved by the
listed entrusted rateof  Use of assetor  Isit  comedted is in proceeds Expected Iniestment

No.  Name of the lender Name of the borrower company loan Termofloan —~loan~ borrowing pledger overdue tansaton extended litigation raised revenue  ganfoss  Remarks

12 Huatian Engineering & Ma'anshan MCC Water Subsidiary 17500 2012831 to 615 Enronmentalworks  None No No No No No 3229 1022 Received RMB3S millon with an
Technology Corporation, Senvice Company Limited 20157830 outstanding amount of RVB14 millon
Mce (ERURAKEERAA) at theend of the period

13 Huatian Engineering & Lu'an MCC Water Senvice Subsidiay 20000 2012831 to 615 Enronmentalworks  None No No No No No 3690 1169 Received RNB4 million with an
Technology Corporation, Company Limited 20157830 outstanding amount of RMB16 millon
Mce (RETREKBERAF) at theend of the period

14 Huatian Engineering & La'an MCC Huatian Water Subsidiay 30000 20138140 615 Enronmentalworks  None No No No No No 4613 1768 Received RMBS million with an
Technology Corporation, Senice Company Limited 2016/813 outstanding amount of RMB2S million
Mce (RRERRERAR at theend of the period

ER2A)

15 Huatian Engineering & Tiangchang MCC Huatian Water ~ Subsidiary 22000 20138/14 o 615 Envronmental works  None No No No No No 3383 1297 Received RMB3.667 milion with an
Technology Corporation, Senice Company Limited 20168113 outstanding amount of RMB18333
MCC (RETHRERKE millon at the end of the period

BRAR)

16 Huatian Engineering & Xuancheng MCC Huatian Water —~ Subsidary 23000 20138/14 o 615 Envronmental works  None No No No No No 3536 1356 Received RVB3.833 milion with an
Technology Corporation, Senice Company Limited 20168013 outstanding amount of RMB19.167
hce (EATDRERAS milion at the end of the period

BRAR)

17 Huatian Engineering & Shouguang MCC Water Senice ~ Subsidary 15000 20138/14 to 615 Environmental works  None No No No No No 2306 84 Receved RVBLS millon with an
Technology Corporation, Company Limited (B 75 201608113 outstanding amount of RMBT2S
e Pk HERAR) milion at the end of the period

18 Huatian Engineering & Northem Shouguang MCC Water ~ Subsidary 1,000 2013/8/14 to 615 Enronmental works  None No No No No No 1538 589 Received RMB1.667 milion with an
Technology Corporation, Senice Company Limited 20168013 outstanding amount of AMB8.333
e (Bt milion at the end of the perod

BRAR)

19 Huatian Engineering & Shouguang MCC Water Serice ~ Subsidlary ~~ 2,800.0 2014925 to 615 Enironmentslworks  None No No No No No 5166 41
Technology Corporation, Company Limited 20170922
e BATREAHERLR)

0 Huatian Engineering & Northern Shouguang MCC Water ~ Subsidlary ~~ 2,300.0° 2014925 to 615 Enironmentslworks  None No No No No No 444 34
Technology Corporation, Senice Company Limited 20170922
e Ertsidasy

BRA7)
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Unit: RMB’0,000

Relationship Whether
of the Whether itis
borrower Annual Whether the Isit financed
withthe  Amount of interest Pledged itisa payment involved by the
listed entrusted rateof  Use of assetor  Isit  comedted is in proceeds Expected Investment
No.  Name of the lender Name of the borrower company loan Termofloan —~ loan~ borrowing pledger overdue tansation extended litigation raised revenue  ganfoss  Remarks
2N Huatian Engineering & Huangshi MCC Huatian Water — Subsidlary 47000 20141925 to 615 Enronmentalworks  None No No No No No 8672 723
Technology Corporation, Senice Company Limited 20171922
e ERTRAERAE
KRAT)
0 Huatian Engineering & Lu'an MCC Water Senvice Subsidlary 25000 20149725 to 615 Envronmentalworks  None No No No No No 413 384
Technology Corporation, Company Limited (7775 017922
NCe B kBERAR)
B Huatian Engineering & Ma'anshan MCC Water Senice ~ Subsidiary 1,600 201419125 to 615 Enronmental works  None No No No No No 2952 26
Technology Corporaton, Company Limited (514 017922
NCe HiEkBERAR)
U Huatian Engineering & Tianchang MCC Huatian Water ~ Subsidiary 47000 20140925 to 615 Enronmentalworks  None No No No No No 872 723
Technology Corporation, Senice Company Limited 20171922
[lles (RETRRERAR
ER2T)
35 Huatian Engineering & Xuancheng MCC Huatian Water  Subsidiary 4000 2014925 to 615 Envronmental works  None No No No No Mo 738 62
Technology Corporation, Senice Company Limited 017822
HCCs (ERTFRERLE
BRAR)
%6 China MCC'5 Group Co, Sichuan Hangye Industial Co, ~~ Jont venture 100050 2014124t 1500 Engineering segment  None No No No No No 15008 1126
Ltd. L. (B REERAT) 015123
7 MCC Baosteel Technology Weifang MCC Infrasructure Subsidlary 15000 200115 t0 640 Engineering segment  None No No No No Mo 2830 81
Senices Co, Ltd Construction nvestment Co, 014181
L. (8RR ERRIERE
BRERLT)
28 MCC Baosteel Technology Weifang MCC Infrastructure Stbsidiay 15000 201151010 640 Engneering segment  None No No No No No 2133 81
Senvices Co,, Lt Construction Investment Co., 014181
lid ($45inER R R A
BRERLT)
19 MCCBaosteel Technology Weifang MCC Infastructure Subsidiary 1,000 20115615 to 600 Engineering seqment  None No No Yes No No 292 720 Seenote?
Senices Co, L. Construction Investment Co,, 015181
L5 RERRERE
BRERLT)
30 MCC Baosteel Technology Weifang MCC Infrasructure Subsidlary 15000 20118/16 to 600 Engneering segment  None No No Yes No Mo 3188 %00 Seenotel

Senices Co, Ltd

Construction nvestment Co,
. (EFRR ER R RE
BRARLT)

015181
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Unit: RMB’0,000

Relationship Whether
of the Whether itis
borrower Annual Whether the Isit financed
with the  Amount of interest Pledged itisa payment involved by the
listed entrusted rateof  Use of assetor  Isit  comedted is in proceeds Expected nvestment
No.  Name of the lender Name of the borrower company loan Termofloan —~loan~ borrowing pledger overdue tansation extended litigation raised revenue  ganfoss  Remarks
31 MCC Baosteel Technology Weifang MCC Infastructure Subsidiary 8000 20111024t 600 Enginering segment  None No No Yes No No 1726 480 Seenote?
Senices Co, L. Construction Investment Co,, 015181
Ltd. (EFRR BRI RE
ERERLT)
31 MCC Baosteel Technology Weifang MCC Infrasructure Subsidly 1,000 2011/1025t0 600 Engneering segment  None No No Yes No Moo 223 600 Seerotel
Senices Co,, Ltd Construction Investment Co, 015/181
L (P ARRIERE
BRERLT)
3 MCC Baosteel Technology Weifang MCC Infrasructure Subsidary 8000 0111131 600 Engneering segment  None No No Yes No No 1643 480 Seenote?
Senices Co, Ltd Construction Investment Co, 2015131
Lid. (445 ER R ERE
RRERDT)
3 MCC Baosteel Technology Weifang MCC Infastructure Subsidiary 000 0011210 600 Engineering segment  None No No Yes No No 456 120 Seenote?
Senvices Co,, Ltd. Construction Investment Co,, 20150131
Lid, (4P ERRRE
ERERLT)
35 MCC Baosteel Technology Weifang MCC Infrastructure Subsidiary 5500 20111206 to 600 Engieering segment  None No No Yes No Mo 1083 30 Seerotel
Senices Co, L. Construction vestment Co,, 015181
d. (EFRR ERRBRE
ERERLT)
3% MCC Baosteel Technology Weifang MCC Infrasructure Subsidiary 4700 201116t 600 Engineering segment  None No No Yes No Mo %8 282 Seenotel
Senices Co, Ltd Construction Investment Co, 015181
id. (445 ERRIERE
BRERLF)
3 MCC Baosteel Technology Weifang MCC Infastructure Subsidiary 800 20131910 600 Engineering segment  None No Mo Ve No No 528 168 Seenote2
Senvices Co,, Lt Construction Investment Co,, 2015131
id (4450 ERRRE
BRERLA)
3 MCC Baosteel Technology Weifang MCC Infratructure Subsidary 4000 201250410 600 Engneering segment  None No No Yes No No 709 240 Seenoe?
Senices Co, L. Construction nvestment Co, 015181
. (EFRRERRBRE
ERERLT)
39 MCC Baosteel Technology Weifang MCC Infrasructure Subsidlary 1,000 20126619 to 600 Engineering segment  None No No Yes No Mo 1305 600 Seenote
Senices Co, Ltd Construction nvestment Co, 015181
Ltd. (R5RR SRR RE
BRERLT)
40 MCCBaostee! Technology Weifang MCC Infrastructure Subsidary 300 011120t 600 Engineering segment  None No No Yes No Mo 44 192 Seenote?
Senvices Co,, Lt Construction Investment Co., 2015181
lid, (445 ER R ERE
BRERLT)
41 MCC Baosteel Technology Weifang MCC Infrastructure Subsidiary 7000 20121210 to 600 Engneering segment  None No No Yes No Mo 911 20 Seenoe?
Senices Co, L. Construction Investment Co,, 0150181
L. (ESFRR BRI RE
BRERLT)
4 MCCBaostee! Technology Weifang MCC Infrastructure Stbsidiay 10000 201312310 600 Engneering seqment  None No No Yes No No 684 600 Seenote?

Senices Co,, Ltd

Construction Investment Co.,
d. (E5PR SRR RE
RRERLT)

015181
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Unit: RMB’0,000

Relationship Whether
of the Whether itis
borrower Annual Whether the Isit financed
withthe  Amount of interest Pledged itisa payment involved by the
listed entrusted rateof  Use of assetor  Isit  comedted is in proceeds Expected Investment
No.  Name of the lender Name of the borrower company loan Termofloan —~loan~ borrowing pledger overdue transation extended litigation raised revenue  ganoss  Remarks
B Shanghai Baorong Shanghai Baoxuan Metallc Subsidiary 5000 20136014 1o 615 Engineering seqment  None No No No No No 308 154
International Container Products Co, Lid. (+§ 01563
(o, ltd. (HEESER RELRERARLT)
S2RERAA)
44 Shanghai Baorong Equipment Engineering of Subsidlary ~ 2,0000 201309726 to 553 Engineering segment  None No No No No Mo 106 830
Intemational Container Shanghai No.5 Steel Co,, Lid. 2014925
(o, L. (LERREE (EETHRBIRARAA)
SREERDT)
45 Shanghal Baorong Equipment Engineering of Subsidiay 15000 2014/1029t0 540 Engineering segment  None No No No No Mo 810 15
Intemational Container Shanghai No.5 Steel Ca,, Lt 0151007
(o, Ll (FEERER (HERARRTEARAR)
SREARAA)
4% Shanghai Baorong Equipment Engineering of Subsidary 5000 20141126 to 504 Engineering segment  None No No No No No 51 Al
Intemational Container Shanghai No 5 Steel Co, Ltd 201501125
(o, ltd. (HEERER (LERHRBIRARLA)
SRRERDA)
41 Metallurgical Corporation of Xiangyang Enf Green Energy Subsidiary 25810 2013328 o 4305 Westeincneration ~~ None No No No No Mo 3380 88
China Ltd, Company Ld. (BB EF5R 016327 power
ERERAT) generation
48 Metallrgical Corporation of Wi Xidong Green Energy Swbsidary 20920 2013328to 4305 Weste incheration ~ None No No No No No 239 696
China Lid, Compery L. (EESERR WieR0T power
ERERAT) generation
49 Metallrgical Corporation of Befjng MCC Equipment Research ~ Subsidiary 1,670 2013328t0 4305 Engineering segment  None No No No No No 128 388
Ching Ltd. & Design Corporation Ltd. 20163027
50 Metallrgicel Corporation of MCCSFRE Heary Industry Subsidary 570 013328t 4305 Manfacturing None No No No No No 716 182
Ching Ltd Equipment Co, Ltd 20163027 seqment
51 Metallurgical Corporation of Central Research Insttute of Subsidlay ~ 1,511.0 2013B/28 o 4305 Engineering segment  None No No No No Mo 1979 502
China Ltd. Building and Construction 2016327

(o, Ltd, MCC Group
52 Metallurgical Corporation of MCC-11 Mining Development ~ Subsidiary ~ 162,500.0 2009/11/18 to 594 Meral exploraion ~ None No No No No Yes 783193 9785  Seenotel

China Ltd. Company Limited 01111
53 Metalurgical Corporation of Central Research Insttute of Subsidiary 300000 20041021t0 600 Engineering seqment  None No No No No Yes 54000 3050
Ching Ltd. Building and Construction 20171020

Co, Ltd, MCC Group

Note 1. As disclosed in the Company’s A Share prospectus, proceeds raised through the A Share offering
were earmarked for the Ramu nickel laterite mine project by way of entrusted loans.

Note2: The due date of the entrusted loan offered by MCC Baosteel Technology Services Co., Ltd. to its
subsidiary Weifang MCC Infrastructure Construction Investment Co., Ltd. was 31 January 2014,
which will be extended one year to 31 January 2015.
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(1)

Use of Proceeds and Particulars of Projects Undertaken

1.

Overall status of the use of proceeds

(1)

)

Overall status of the use of proceeds

The Company raised net proceeds of HK$15,585 million in total through the H Share
offering on 24 September 2009. During the Reporting Period, the Company has used
the proceeds of HK$120 million raised through the H Share offering. As at the end of
the Reporting Period, the used H Share proceeds amounted to HK$12,902 million in
aggregate, while the balance of the unused H Share proceeds amounted to HK$2,752
million (including deposit interests, etc). The use of H Share proceeds is consistent with
the purpose as disclosed in the H share prospectus. The H Share proceeds which remain
temporarily unused have been deposited in the account designated for raised proceeds.

The Company raised total net proceeds of RMB18,359 million through the A Share
offering in September 2009. During the Reporting Period, the Company has used
the proceeds of RMB15 million raised through the A Share offering. As at the end of
the Reporting Period, the used A Share proceeds amounted to RMB17,423 million in
aggregate, while the unused portion amounted to RMB1,191 million (including interest
accrued from proceeds deposited in the bank and unused proceeds for temporary
replenishment of the Company’s working capital). Except for temporarily replenishing
the working capital, the A Share proceeds which remain temporarily unused have been
deposited in the account designated for raised proceeds of the Company and will
continue to be appropriated for the relevant projects undertaken by the Company.

Unused A Share proceeds during the Reporting Period to temporarily replenish the
working capital and its repayment

Upon consideration and approval at the 48th meeting of the first session of the
Board held by the Company in March 2013, the Company approved the utilisation
of a fraction of the unused A Share proceeds of not more than RMB3,240 million to
temporarily replenish working capital of the Company for a period of not more than
1 year (for details, please refer to the Company’s overseas regulatory announcement
disclosed on 28 March 2013). Pursuant to the aforementioned resolution, the
Company and its subsidiaries had utilised RMB3,237 million of aggregate unused A
Share proceeds to temporarily replenish working capital. Except for the part which was
changed into permanent replenishment of working capital as approved by the general
meeting, the remaining RMB1,046 million was fully returned to the account designated
for A Share proceeds on 20 March 2014.

In March 2014, as considered and approved at the 65th meeting of the first session
of the Board of the Company, a certain part of the unused A Share proceeds was
approved to replenish the working capital temporarily, with a total amount of no more
than RMB1,161.9 million and a term of no more than one year (for details, please see
the overseas regulatory announcement disclosed by the Company on 28 March 2014).
Pursuant to the aforementioned resolution, as at the end of the Reporting Period, the
Company had used the unused A Share proceeds of RMB1,161 million to replenish
its working capital temporarily. As at 20 March 2015, the Company had returned to
the A share fund raising account the above proceeds used to temporarily replenish its
working capital in full totalling RMB1,161 million.




2014 ANNUAL REPORT
METALLURGICAL CORPORATION OF CHINA LTD.

REPORT OF DIRECTORS

Proceeds for projects undertaken

(1) Projects undertaken which were financed by H Share proceeds
Unit: HK$ 0000
Explanation
of projects
falling behind
schedule
Any Actual or failing
changes amount  Progress of to achieve
Name of the to the Amount of proceeds  of proceeds utilisation of Revenue generated returns as
project undertaken project to be invested invested proceeds  from project expected

Overseas resources No Approximately 32% of H ~ 231,813.39 In progress  Cannot be confirmed until  Injection period
development projects Share proceeds completion of the project

Overseas construction No  Approximately 45% of H ~ 700,000.00 Completed ~ Cannot be confirmed until  Injection period
projects Share proceeds completion of the project

Potential acquisitions of No Approximately 0.1% of H -~ 1,062.62 In progress  Cannot be confirmed until  Injection period
OVEISeas resources Share proceeds completion of the project

Repayment of bank loans No Approximately 11% of H ~ 174,000.00 Completed ~ N/A /A
and replenishment of Share proceeds
working capital

Working capital of overseas Yes  Approximately 12% of H  183,330.39 Completed ~ Cannot be confirmed until  Injection period
engineering projects ! Share proceeds completion of the project

Sub-total - - 1,290,20640 — - -

Note 1: As considered and approved by the 2013 first extraordinary general meeting convened
on 22 November 2013, the H Share proceeds of approximately HK$1,833 million was
changed into the working capital of overseas engineering contract projects.
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Unit: RMB0,000

Explanation of projects falling
behind schedule or failing to
achieve revenue as expected

Explanation of reasons of the changes
and changing procedures of proceeds

2) Use of proceeds in projects undertaken to be financed by A Share proceeds
Commutative
Amount amount Percentage
Amount tobe of proceeds of
Any of invested invested Actual projects Isitin
Name of the changes proceeds asatthe inthe  amount of inline line with
project to the to be end of current proceeds Isitup to Project with  Estimated Revenue estimated
undertaken project invested  the period year invested schedule  progress ¢/ schedule "+ revenue generated returs
Afghanistan Aynak  No 85,0000 85,000.00 0.00 0.00 No 0.00% 0.00% Internal rate  Cannot be confirmed —
Copper mine of retunof  until completion of
project 1.01% the project
Ram nickel No 250,000.00 250,00000 000 250,000.040 Yes 100.00% 100%  Internalrate  Total loss No
[aterte mine ofretumnof  accumulated
project 1267% 1o RMB
-2,045,916,500
The innovation Yes 5545395 5545395 28 481368 No 71.21% 1% NA NA A
base project of
the National
Steel Structures
Engineering
Technology
Research Center
Equipment Yes 187,036.12 187,036.12 000 199,304.73%= No 100% 100%  Intemal rate NA N/A
purchase for of retum of
engineering, 15.99%
contracting and
research and
development

As at the end of the Reporting Period, — —
the Afghanistan government was

stil conducting excavation of relics,
expropriation of land, relocation of
villages and mine clearance and removal
of mines and so forth that affected the
commencement of the project. Pursuant
to the relevant provisions under the
contract, the Company and Afghanistan
qovernment are expected to carry out
negotiation in relation to the amendments
to the contract in 2015.

The project s in the preliminary stage ~ —
of production. Certain technologies

and infrastructures stil need further
improvement. The losses for 2014 were
controlled in the expected range.

The project s under progress and part of - Upon consideration and approval at the
the proceeds has not been put in place. 2010 annual general meeting held on 17
June 2011, it was agreed that the use of
RMB750 million out of RMB1,500 milion,
the proceeds intended o be invested
in the “innovation base project of the
National Steel Structures Engineering
Technology Research Center” be changed
as replenishment of working capital of the
Company. As considered and approved
at the 2013 first extraordinary general
meeting convened on 22 November
2013, the principal and interest of the
proceeds to be used after 2014 for the
project were changed to replenishment of
waorking capital,

- As considered and approved at the
2013 fist extraordinary general meeting
convened on 22 November 2013, it was
agreed that the remaining proceeds and
interest of the project be changed to
replenishment of working capital of each
relevant subsidiary.
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Any
changes
to the
project

Commutative

Amount

Amount tobe
of invested
proceeds
tobe end of

amount
of proceeds
invested
asatthe inthe
arrent

invested ~ the period year

Actual
amount of
proceeds
invested

Isitup to
schedule

progress ¢
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Percentage
of
projects Isitin
inline line with
Project with
schedule =2

Explanation of projects falling
behind schedule or failing to
achieve revenue as expected

Estimated Revenue estimated

revenue generated returns

Unit: RMB0,000

Explanation of reasons of the changes
and changing procedures of proceeds

The new project
on the
manufacturing
of forged steel
roling mill and
the expansion
of the hot
processing
production
capacty in
Fuping County,
Shaanid Province

The project in
Caofeidian,
Tangshan in
relation to
500,000 tons
of cold bend
steel and steel
structures
project

The project in
relation to
an annual
production of
400,000 tons
of ERW welded
pipes by MCC
Lizoning Dragon
Pipe Industries
Co, Ltd. (R
HEREREE
RA7)

The project in
relation to the
production base
for an annual
production of
100,000 tons
of quality steel
stuctures fa
production fine
for wind tower
1ube) in Anshan,
Lizoning

The land
development
projectin
Gaohang Town,
Pudong

Yes

Yes

=

64,300.00 6430000 0

4400000 44,000.00 0.00

20,436.04

2043604 000

0.00 0.00 000

58,800.00 58,800.00 0.00

64,308,532

44,044.10v2

20,667,544

0.00

58,800.00

Yes

Yes

Yes

Yes

100% 100%  Internal e~ Cannot be confirmed /A
untl completion of

the project

The adjustment and trial of al of the
of retum of
10.65%

equipment was completed. The tral

not been ramped up to its production

capacity, the revenue of which cannot be

determined yet.

Profit accumulated  No
o RMB
21,295,500

100% 100%  Intemal rate Affected by the market environment,
of retur of

17.60%

the price of products is low, while the
costis high. At present, the revene
generated from the project has not met
the expectation.

Loss accumulated o No
RMB-12,279,100

100% 100%  Internal ate
of retum of

2090%

production and operation situation and
each operational indicator of the project
have not met the expectation.

100% 100% Proft accumulated ~ Yes -
to RMB

642,116,000

Internal rate
of retumn of
16.35%

production went well, but the project has

Due to the bad market environment, the ~ As  considered and approved at the

2013 fist extraordinary general megting
convened on 22 November 2013, it
was agreed that the remaining A Share
proceeds and interest of the fised assets
investment in the project be changed to
working captal,

As approved at the 2010 annual general
meeting, this project had been entirely
changed to *large multi-ram die forgings
and heavy equipment automation
industrial base construction project”.
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Name of the
project
undertaken

Any
changes
to the
project

Amount

proceeds
tobe
invested

Amount
tobe
invested
asat the
end of
the period

Commutative
amount

of proceeds
invested
inthe
arrent

year

Unit: RMB0,000

Percentage

of

projects

inline
with  Estimated

Actual Isitin
amount of
proceeds

invested

line with
estimated

Explanation of projects falling

Isitupto Revenue behind schedule or failing to Explanation of reasons of the changes

schedule

Project

progress "' schedule = revenue generated returns achieve revenue as expected and changing procedures of proceeds

The land
development
project of old
town area
renovation work
(Phase Il in
Yuan Yang 0ld
Town, Jing Kai
Yuan, North
New District,
Chongging

Large multi-ram
die forgings and
heary equipment
automation
industrial base
construction
project

Replenishment of
working capitel
and repayment
of bank loans

Replenishment of
working capital
and repayment
of bank loans by
oversubscription

proceeds

No

=
5

=
&

=
5

50,000.00

4820000

82157389

15109724

50,000.00

4820000

82157389

151,097.24

.00

123154

0.00

0.00

Proft accumulated  Yes - -
to RMB
525,926,800

50,693,732 Yes 100% 100%  Internal rate
of return of

207%

The 40MN- 120MN and 300 MN multi- ~— —
ram forging hydraulic pressure machines

Proft accumulated  No
to RMB3,656,600

39,001.18 No 8092% 8092%  Intemal rate
of return of
17.10% in the project were constructed step

by step. The production line of 120MN

multi-am forging hydraulic pressure

machine has completed joint testing and
is undergoing improvement of forging
technology.

82157389 A A WA NA A A

151,097.24 NA NA NA - NA NA

Sub-total

1835,897.24

1835,897.24

147634

1,742,304.66 - - - - - - - -

Note 1: Project progress =

Actual amount of proceeds invested/Amount of proceeds to be
invested.

Note 2: The actual amount of proceeds invested in the projects, in excess of proceeds to be
invested, was the interest generated from the respective account designated for raised
proceeds.

Note 3: Percentage of projects in line with schedule = Actual amount of proceeds invested/

Amount to the invested as at the end of the period.
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(1v) MAJOR PROJECTS NOT INVESTED BY PROCEEDS

During the Reporting Period, the Company had no major projects not invested by proceeds with total
investment exceeding 10% of its audited net assets as at the end of the previous year.

CONNECTED TRANSACTIONS

Transactions between the Company and its connected persons (as defined in the Hong Kong Listing Rules)
constitute connected transactions and continuing connected transactions of the Company under Chapter 14A
of the Hong Kong Listing Rules. These transactions have been monitored and managed by the Company in
accordance with the Hong Kong Listing Rules.

1. Set out below are the annual caps of continuing connected transactions of the Company in the year
and the actual amount of continuing connected transactions of the Company in 2014.

Unit: RMB0O'000

Item Type of transaction Annual cap for 2014 As at 31 December 2014

With MCC Group

1. Lease of properties by MCC Group and 9,000 5,185
its subsidiaries to the Company and
its subsidiaries

2. Provision of raw materials, products 42,000 1,539
and services by MCC Group and its
subsidiaries to the Company and its
subsidiaries

3. Provision of raw materials, products 110,000 421
and services by the Company and
its subsidiaries to MCC Group and its
subsidiaries

The Resolution for Matters in Relation to the Renewal of Connected Transaction Agreements ({B3ARAEE &
L HMEBEZSHBETMNHSE)) was considered and approved in the thirty-third meeting of the Board of
the first session from 27 to 29 March 2012. In accordance to the results from the assessment of rental rates,
the Board re-considered the Lease Agreement ((EEM E# %)) into which the Company and MCC Group
had entered on 5 December 2008 with a term of ten years, and the Board resolved that the Company shall
continue to perform its obligations under the Lease Agreement. For details, please refer to the announcement
headed Renewal and Assessment of Continuing Connected Transaction Agreements ((B BB EX FHE
H#E % N aTFE)) published by the Company on 29 March 2012.

The Company and MCC Group entered into the Mutual Supply of Comprehensive Raw Materials, Products
and Services Agreement on 5 December 2008 with an effective period of 3 years tracing back to 1 December
2008. Pursuant to the agreement, the Company and MCC Group shall supply raw materials and services to
each other and renew the agreement every 3 years. As the agreement expired on 30 November 2014, as
considered and approved at the seventieth meeting of the first session of the Board of the Company, it was
agreed to amend relevant contents in the Mutual Supply of Comprehensive Raw Materials, Products and
Services Agreement and to renew the agreement with MCC Group with an effective period from 1 December
2014 to 30 November 2017.
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As considered and approved at the seventieth meeting of the first session of the Board of the Company,
the cap for the routine connected transactions/continuing connected transactions between MCC and its
subsidiaries and MCC Group for 2015-2017 was agreed, of which the cap for property lease from MCC Group
for 2015-2017 amounted to RMB76 million, RMB78 million and RMB78 million, respectively; and the cap
for purchase of raw materials, products and services from MCC Group for 2015-2017 amounted to RMB17
million, RMB18 million and RMB13 million, respectively.

The Company’s Independent non-executive Directors have reviewed the aforementioned connected transactions
and confirmed that these transactions have been entered into:

(1) in the ordinary course of business of the Company;

(2) either on normal commercial terms or on terms no less favourable to the Company than those
available to or provided from (as appropriate) independent third parties as the Company is concerned;
and

(3) in accordance with the terms of the agreements governing them that are fair and reasonable and in

the interests of the Company’s shareholders as a whole.

The Company’s auditors were engaged to report on the Company’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and with reference to Practice Note 740 "Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditors have issued their unqualified letter containing their
conclusions in respect of the continuing connected transactions disclosed by the Company on pages 47 of the
Annual Report in accordance with Rule 14A.56 of the Hong Kong Listing Rules. A copy of such letter has been
provided by the Company to The Stock Exchange of Hong Kong Limited.

2. MCC Real Estate Wuhan Co., Ltd. (FIBEBEZH)ZHBRE QA (hereafter referred to as “Wuhan Real
Estate”), a subsidiary of the Company entered into an asset transfer agreement with Beijing Dongxing
Metallurgical New-Tech & Development Corp. (3b R 3 28 & #1 i1 7 2 2 7)) (hereafter referred to as
“Dongxing Company”), a subsidiary of MCC Group on 27 June 2014 for repurchase the parcel of land
located at the Nanku, No. 39 Street, Badajia, Qingshan District, Wuhan with an area of 59,041.82
square meters held by Dongxing Company. The consideration of the transaction was determined on
the basis of the appraised value of the parcel land, being RMB40,168,400.

MCC Group is the controlling shareholder of the Company, while Dongxing Company is a wholly-
owned subsidiary of MCC Group. Therefore, Dongxing Company is a connected person of the
Company. The connected transaction under the Asset Transfer Agreement is subject to the reporting
and announcement requirements, but is exempt from the requirement of approval by independent
shareholders under the Listing Rules.

The Company has complied with the disclosure requirements under Chapter 14A of the Hong Kong Listing
Rules in respect of the above connected transactions.
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VI. DONATIONS

During the Reporting Period, the Company had no charity or other donations.

VII. PROPERTY, PLANT AND EQUIPMENT

Details of changes in property, plant and equipment of the Company are set out in Note VII. 19 of the
consolidated financial statements.

VIII. SUBSIDIARIES AND ASSOCIATES

Details of the interests in our major subsidiaries and the interests in our major associates shared between the
Company and our major subsidiaries on 31 December 2014 are set out in Note IX of the consolidated financial
statements.

IX. DIRECTORS AND SUPERVISORS

For information of the current Directors and Supervisors, please see “PARTICULARS OF DIRECTORS,
SUPERVISORS, SENIOR MANAGEMENT AND STAFF” on pages 87 of this annual report.
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DISCLOSURE OF INTEREST

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2014, as far as the Company is aware, details of the interests or short positions of the
Directors, Supervisors and the chief executive of the Company or their associates in the shares, underlying
shares or debentures of the Company or any of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance) as recorded in the register required to be kept under Section 352 of the
Securities and Futures Ordinance, or otherwise notified to the Company and the Hong Kong Stock Exchange
by the Directors or Supervisors pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Hong Kong Listing Rules or the rights granted for the purchase of shares
or debentures of the Company or any of its associated corporations are as follows:

Unit: Share

Percentage

of the
relevant  Percentage
class of  of the total

(Class of Numberof ~ sharesin ~ sharesin
Name Position shares Long/short position ~ Capacity shares issue issue
Directors
Guo Wenging Chairman and executive Director A shares Long position Beneficial owner 130,000 0% 0%
Zhang Zhaoxiang President and Executive Director A shares Long position Beneficial owner 80,000 0% 0%
Jing Tianliang Non-executive Director A shares Long position Beneficial owner 150,000 0% 0%
Lin Jinzhen Employee Representative Director A shares Long position Beneficial owner 60,000 0% 0%
(Non-executive Director)
Shen Heting Executive Director (Retired) A shares Long position Beneficial owner 150,0001te 0% 0%
Chen Yongkuan Independent non-executive Director (Retired) A shares Long position Beneficial owner 30,0002 0% 0%
H shares Long position Beneficial owner 100,000 0% 0%
Supervisors
Peng Haiging Supervisor A shares Long position Beneficial owner 55,000 0% 0%
. ) . Beneficial owner 45,000 0% 0%
Shao Bo Employee Representative Supervisor A shares Long position ierests ofspuse 1,000 % %
Shan Zhongli Chairman of Supervisory Committee (Retired) A shares Long position Beneficial owner 50,000 0% 0%

Note 1: On 1 April 2014, Mr. Shen Heting resigned as the executive Director of the Company as he has reached the age of
statutory retirement. Such information is the number of shares he held at the time of resignation.

Note 2: On 11 November 2014, Mr. Chen Yongkuan was no longer the independent non-executive Director of the Company
as his term of office expired. Such information is the number of shares he held at the time of resignation.

Save as disclosed above and as at 31 December 2014, as far as the Company is aware, none of the Directors,
Supervisors or the chief executive of the Company or their associates had any interests or short positions in
the shares, underlying shares or debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance) which are recorded in the register of the
Company required to be kept pursuant to Section 352 of the Securities and Futures Ordinance, or otherwise
required to be notified to the Company and the Hong Kong Stock Exchange by Directors or Supervisors
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix 10 to
the Listing Rules.
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OTHER SENIOR MANAGEMENT’S INTERESTS AND SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2014, as far as the Company is aware, interests of other senior management of the
Company in the shares of the Company are as follows:

Unit: Share

Percentage

of the
relevant  Percentage
class of  of the total

(Class of Numberof ~ sharesin  sharesin
Name Position shares Long/short position  Capacity shares issue issue
Huang Dan Vice President A shares Long position Beneficial owner 80,000 0% 0%
Wang Yongguang ~ Vice President A shares Long position Beneficial owner 50,000 0% 0%
Li Shiyu Vice President, Chief Accountant A shares Long position Beneficial owner 80,000 0% 0%
(chief financial officer)
Wang Xiufeng Vice President A shares Long position Beneficial owner 80,000 0% 0%
Kang Chengye Secretary to the Board and A shares Long position Beneficial owner 80,000 0% 0%
Company Secretary

Substantial Shareholders’ and Other Persons’ Interests and Short Positions in Shares and Underlying

Shares of the Company

As at 31 December 2014, the Company had been informed by the following persons that they had interests
or short positions in the shares or underlying shares of the Company as recorded in the register required to be

kept under Section 336 of the Securities and Futures Ordinance:

Holders of A Shares

Approximate
percentage of

Unit: Share

Approximate
percentage of

Number of total issued total issued

Name of substantial shareholder ~ Capacity A Shares held Nature of interest A Shares shares
China Metallurgical

Group Corporation Beneficial owner 12,265,108,500 Long position 75.53% 64.18%

Save as disclosed above, to the best knowledge of the Directors, Supervisors and chief executive of the
Company, as at 31 December 2014, no other person or corporation was recorded in the register required to
be kept under section 336 of the Securities and Futures Ordinance as having an interest or short position in
the Company’s share capital that would fall to be disclosed to the Company under Divisions 2 and 3 of Part
XV of the Securities and Futures Ordinance.
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XI.

XII.

XTII.

XIV.

XV.

XVIL.

XVIL

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the amount of purchase from top five suppliers of the Company accounted for
not more than 10% of the purchase amount of the Company, while aggregate revenue from the top five
customers of the Company accounted for not more than 10% of the total revenue of the Company.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the listed securities of the
Company during the Reporting Period.

MINIMUM PUBLIC FLOAT

During the Reporting Period, the Company has maintained sufficient public float, based on the information
that is publicly available to the Company and within the knowledge of the Directors of the Company.

RESERVES AND DISTRIBUTABLE RESERVES

Movements in the reserves of the Company during the Reporting Period are set out in the consolidated
statement of changes in equity from page 124 to 125 of the report and Note 50 to the consolidated financial
statements.

Pursuant to the Company Law of the PRC, undistributed profit could be distributed as dividend upon transfer
to statutory surplus reserve. As at 31 December 2014, the undistributed profit amounted to approximately
RMB996 million.

PRE-EMPTIVE RIGHTS AND SHARE OPTION ARRANGEMENTS

There are no provisions for pre-emptive rights under the Articles of Association of the Company or the laws of
the PRC, which would oblige the Company to offer new shares on a pro-rata basis to existing Shareholders.
Subject to the Hong Kong Listing Rules, pursuant to the Articles of Association, the Company may increase its
registered capital by issuing shares through public or non-public offering, issuing bonus shares to the existing
Shareholders, converting capital reserve to share capital or using other methods as allowed by applicable laws
and administrative regulations or approved by relevant authorities.

Currently, the Company does not have any share option arrangements.

BANK AND OTHER LOANS

Details of the bank loans and other borrowings of the Company are set out in Note 27, 38 of the consolidated
financial statements.

MANAGEMENT CONTRACT

Apart from the service contracts of management personnel of the Company, the Company has not entered
into any contract with any individual, company or body corporate to manage or handle the whole department
or any material part of the Company’s business.
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XVII. COMPETITION

The Parent confirmed that during the Reporting Period, it did not breach any undertakings under the Non-
competition Undertaking Letter signed on 5 December 2008 and the Non-competition Agreement signed with
the Company on 31 August 2009.

XIX. PROPERTIES HELD FOR FURTHER DEVELOPMENT OR SALE

Percentage of
the interest
attributable to
the Company
Progress Estimated in the
Current use Occupied Floor area Status of towards ~ completion  development
Location of land area s.g.m. s.q.m. project  completion date projects
Land lot in Binjiang, Nanjing ~ Complex 522,427.16  3,000,000.00 Under — 2017 98.52%
City, Jiangsu Province construction
(IHEMRM AR
Jiugong Town of Daxing Residential and 96,274.00 190,045.05 Under 33% 2016 100%
District, East to Road 3 commercial construction
of Jiugong Area, West to
Puhuangyu Road, South to
Road 15 of Jiugong Area
and North to Plot 1 and
Plot A2 (RERESHE -
REEEME=RHE A
ZRERE BREER
BTR%E LZ215%H
A2IR)
Singapore Residential 16,149.70 56,523.00  Notputinto  Obtained the 2018 51%
construction working
permit, not
put into
construction
Jiangbei District, Residential and ~ 678,259.00 218,634.00 Under  Obtained the 2020 100%
Chongging City commercial construction  Land Planning
Permit, not
put into
construction
Singapore Residential 27,153.50 72,7196.19 Under 80% 2015 100%
construction
Singapore Residential 17,102.90 47,889.00 Under 20% 2017 100%
construction
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XX.

XXI.

XXIL

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE OF
THE HONG KONG LISTING RULES

During the Reporting Period, the Company had complied with the code provisions of the Corporate
Governance Code contained in Appendix 14 of the Hong Kong Listing Rules, except as otherwise explained in
the Corporate Governance Report of this annual report, which sets out the details of the Company’s corporate
governance practices.

AUDITORS

Given that PricewaterhouseCoopers Zhong Tian LLP (Special General Partnership) (the “PricewaterhouseCoopers
Zhong Tian"”) and PricewaterhouseCoopers (the “PricewaterhouseCoopers”) had provided audit services to
the Company for certain years, the Company ceased to reappoint PricewaterhouseCoopers Zhong Tian and
PricewaterhouseCoopers in compliance with the relevant rotation requirements by the Ministry of Finance of
the PRC and SASAC under the State Council. Upon approval at the 2013 AGM of the Company, the Company
appointed Deloitte Touche Tohmatsu CPA LLP (Special General Partnership) (the “Deloitte Touche Tohmatsu”)
as its international and domestic auditors for the year ended 31 December 2014, and appointed Deloitte
Touche Tohmatsu as internal control auditor of the Company for the year 2014. The financial statements
prepared in accordance with China Accounting Standards for Business Enterprises have been audited by
Deloitte Touche Tohmatsu. A resolution for the appointment of the auditor and internal control auditor of
the Company respectively for the year ending 31 December 2015 will be submitted to the 2014 AGM of the
Company for consideration and approval after separate review.

FULFILMENT OF SOCIAL RESPONSIBILITIES

During the Reporting Period, the Company was not involved in any situation of industries of heavy pollution
as stipulated by the national departments of environmental protection. The Company has prepared and
disclosed the 2014 Social Responsibility Report of Metallurgical Corporation of China Ltd. pursuant to relevant
requirements.
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ANALYSIS ON MAJOR OPERATING BUSINESS

1.

Analysis on the changes in the relevant items in income statement and statement of cash

flows
Unit: RMB’000
Amount
over same
Current period in
period the previous Change in
Items amount year proportion
(%)
Operating revenue 215,785,772 202,690,241 6.46
Operating costs 187,884,556 175,112,261 7.29
Sales expenses 1,500,231 1,617,470 -7.25
Administrative expenses 9,108,267 9,449,306 -3.61
Financial expenses 4,022,637 4,459,771 -9.80
Net cash flows generated from
operating activities 14,969,027 20,022,146 -25.24
Net cash flows generated from investment Not
activities 3,204,972 405,092 applicable
Net cash flows generated from financing Not
activities —-14,431,574 -21,153,008 applicable
R&D expenses 4,786,187 4,693,796 1.97

In 2014, construction and engineering businesses were mainly undertaken by the Company, and in
particular, mostly designing, research and development, and construction enterprises. The Company
actively coped with the complicated economic situation.
production capacity of the steel and iron industry was in surplus and the metallurgy construction
business was shrinking, the Company actively explored and developed the markets of property
construction, and construction and engineering of public works, resulting in the steady development
of the Company and improved business performance. The Company's total operating revenue for
2014 was RMB215,785,772,000, with a year-on-year increase of 6.46%. Its total profits realized was
RMB6,705,305,000, with a year-on-year growth of 26.60%. The net profits attributable to the parent
company was RMB3,964,938,000, with a year-on-year growth of 33.01%.

Under the circumstances where the

55



2014 ANNUAL REPORT
METALLURGICAL CORPORATION OF CHINA LTD.

MANAGEMENT DISCUSSION AND ANALYSIS

2. Revenue
(1) Analysis on the factors causing the changes in business revenue

The Company’s financial position and business performance was subject to the combined
impact of multiple factors, including the international and domestic macroeconomy, the
development and adjustment and control measures of the industry in which the Company was
involved and the implementation of the financial and currency policies of the PRC:

1) Trend of macroscopic economy, both internationally and domestically

All of the business segments of the Company were affected by the international and
domestic macroeconomic trends might have had an impact on business segments
of the Company, including procurement, production and sales, thereby causing
fluctuations in the Company’s business performance. The Company’s business revenue
mainly came from the domestic market and so the Company’s business performance
would vary during different domestic economic cycles.

2) Changes in the policies of the industry in which the Company was involved and in the
demands of its domestic and overseas markets

The Company’s engineering and contruction, property development, equipment
manufacturing and resource development businesses were all influenced by the
policies of the industry in which the Company was involved. In recent years, the key
focus and strategies of the Company’s future business have been guided, to a certain
extent, by the PRC’s industrial regulation of the steel and iron industry, the PRC's
plan on adjusting and revitalising the iron and steel and equipment manufacturing
industries, the PRC’s industry policies regarding resource development and the property
market, periodic fluctuations of the industries and changes in the operating situation
of upstream and downstream enterprises of the industries, and thereby influencing
the Company’s financial position and business performance. The overall demand for
the engineering and contracting services provided by the Company were affected by
changes in the industrial policies. The metallurgical equipment, resource development
products, and ordinary residences were also influenced, to a certain extent, by changes
in demand in the relevant markets and consequently, affected the financial position of
the Company.

Both Items 1) and 2) above were the major risk factors that impacted the Company’s
performance for 2014.
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3)

4)

5)

Changes in the State’s tax revenue policy and exchange rates
) Impact from changes in the tax revenue policy

The Company’s financial position was influenced by changes in the State’s
tax revenue policy through the impact of tax liabilities of the Company and its
subsidiaries.

The preferential tax policy of China’s Western Development Program being
currently enjoyed by some of the Company’s subsidiaries, the preferential tax
policies for hi-tech enterprises, resources tax, property development tax, and
the “to replace the business tax with a value-added tax” for the construction
industry may undergo some changes following the changes made in the PRC's
tax policies. Changes in the relevant preferential tax policies would affect the
Company'’s financial performance.

@ Impact of the currency policy

Part of the Company’s business revenue came from overseas markets. Changes
in the exchange rates may bring exchange rate risks towards the Company'’s
overseas business revenue and currency settlement.

In addition, adjustment in banks’ deposit reserve ratio and changes in deposit
interest rates and lending rates would impact on the Company’s financing
costs and interest income.

Overseas tax revenue policies and their changes

The Company has business operations in many overseas countries and regions and
pays various taxes. Since the tax environments are different in the various places and
the regulations of the various taxes, including income tax of enterprises, tax of foreign
contractors, individual income tax and capitation tax, are complicated and diversified,
the Company’s overseas operations may bring risks in overseas tax policies and their
changes to the Company. Meanwhile, the tax treatment for transactions and matters
related to certain operating activities may require enterprises to make corresponding
judgment because of the uncertainty of such tax treatment.

Change in major raw materials prices

The Company’s engineering and contracting, resource development and property
development businesses require raw materials including steel, wood, cement, explosive
initiators, waterproof materials, geomaterial and additive agents while the Company’s
equipment manufacturing business require steel and electronic parts. Changes in the
prices of the aforementioned raw materials due to factors such as supply, market
conditions and costs of materials will impact the Company’s costs of the corresponding
raw materials and consumables.
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6)

7)

8)

9)

Construction Subcontracting Expenses

The Company may, according to the different situations of engineering and contracting
projects, subcontract non-crucial construction parts to subcontractors. On the one
hand, subcontracting boosted the Company’s capacity to undertake large-scale projects
and to fulfill contracts flexibly. On the other hand, the management of subcontractors
and the control of subcontracting costs may also affect profit on projects.

State of Operation of Subsidiaries and Key Projects

Since the Company’s Ramu Nico Laterite Mine Project in Papua New Guinea has
been at the commissioning stage, its actual output was below designed capacity.
Although the actual output decreased substantially during the Reporting Period, loss
was still made. The polysilicon business of the Company continued to generate loss
despite the slight increase in the price of polysilicon during the Reporting Period. The
aforementioned issues posed a greater impact on the operating performance of the
Company in 2014. The final result of the third party’s auditing of the Western Australia
SINO Iron Ore EPC General Contract Project, the progress of the Project of MCC Real
Estate in Xiaguan District of Nanjing, the recovery of payment for contract work from
the government and the recovery of payment from projects of some civilian-run steel
and iron enterprises will significantly affect the future financial performance of the
Company.

Enhancement in the Quality of Operational Management

The quality of operational management will significantly affect the results of the
Company. The Company will continue to “Focus On Major Businesses of MCC” (&
FERIGEEE"), strive to further improve the corporate governance, strengthen the
implementation of operational management and internal control, raise management
quality and effectiveness, and perfect the assessment and incentive systems of the
Company. Through the operation of “Big Environment, Big Platform, Big Market, Big
Projects and Big Customers” (“KIRiE - KF & ~ K5 KEE - KEPF"). The
Company’s energy and creativity will be stimulated through reform and innovation, as
well as scientific decision-making. Whether these management goals can be effectively
implemented will also influence, to quite large extent, the improvement in the
operating results of the Company.

Uneven Distribution of Revenue

The Company’s operating revenue mainly comes from the engineering and contracting
business. Since the income of such business is affected by factors such as government’s
project approval, public holidays and the “freeze period” in the north, the business
revenue of the Company is usually higher in the second half of the year than the first
half, leading to an uneven distribution of income.
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(2) State of Major Customers
During the Reporting Period, the operating revenue obtained from the top five major
customers of the Company accounted for not more than 10% of the total operating revenue
of the Company. (For details, please refer to Note VIl 51)

3. Costs
(1) Analysis on Costs
Unit: RMB’000
Segmental Information
Percentage

change in the
Proportion of  amount in the

Proportion Amount  the amountin  current period

of the amount inthe  the same period as compared to

in the current same period in the previous that in the

Amount in period with in the year with ~ same period

the Current respect to previous respect to in the
Segment Period  the total costs year  the total costs  previous year Remarks

(%) (%) (%)
Engineering and Contracting 156,709,625 81.98 144,337,274 8047 8.57 —
Property development 18,761,768 981 21,260,883 11.85 -11.75 —
Equipment manufacturing 8,985,863 470 8,444,402 4N 6.41 —
Resource development 3,898,858 2.04 2,875,368 1.60 35.60 —

) State of Major Suppliers

During the Reporting Period, the purchase amount from the top five suppliers of the Company
accounted for not more than 10% of the total operating costs of the Company.
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Expenses

Marketing and sales expenses

The Company’s marketing and sales expenses mainly include staff remuneration, transportation costs
and advertising expenses. The Company’s marketing and sales expens