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About the Report

\_Content

In May 2010, Ansteel Group Corporation was established after the
consolidation and reorganization of Anshan Iron and Steel Group
Corporation, and PanGang Group Company Ltd. Anshan Iron and
Steel Group Corporation, and PanGang Group Company Ltd. are
wholly-owned subsidiaries of Ansteel Group Corporation. As the
first sustainability report released after the establishment of
Ansteel Group Corporation, this report focuses on Ansteel Group
Corporation, covering Anshan Iron and Steel Group Corporation,
and PanGang Group Company Ltd. as well as their affiliated
entities.

This report, an annual one, discloses the major information on

. Principles

Ansteel Group Corporation in 2010, i.e. corporate social
responsibility fulfillment and sustainable development
achievement, with the data available as of December 31, 2010.
With a view to familiarizing stake holders with the progress in
sustainable development of Ansteel Group Corporation,indexes in
this report contain information from the past.

Anshan Iron and Steel Group Corporation has published its
sustainability reports for consecutive years from 2007 to 2009. On
the basis of the feedback from professional organizations and
stake holders, this report enhances its communication with them in
response to their concerns.

In accordance with the Guidelines to the State-owned Enterprises
Directly under the Central Government on Fulfilling Corporate
Social Responsibilities issued by the State-owned Assets
Supervision and Administration Commission of the State Council
(SASAC) and with the reference of the Global Reporting Initiatives

(GRI) Sustainability Reporting Guidelines, CASS-CSR2.0, and the
relevant guidelines of organizations and industries, this report
incorporates the 1SO26000 standard, improving the management
system for corporate social responsibility and sustainable
development.

“\. Quality Assurance

The financial data in the report, which conform to the requirements
of the Enterprise Accounting Standards and the Accounting System
of Industrial Enterprises, is audited in accordance with the Chinese
Auditing Standards, reflecting the financial status and business
achievements of Ansteel Group Corporation. The financial data in

. Access tothe Report

this report is presented in RMB (CNY), unless otherwise specified.
In addition to a corporate internal audit, experts from the main
stakeholders as well as institutions were invited to offer
professional suggestions to this report so as to ensure its
authenticity, accuracy and completeness.

This report will be published in print and electronic form,
(http://www.ansteelgroup.com).

“_ContactInformation

available online at the website of Ansteel Group Corporation

Entity: Management and Innovation Department, Anshan Iron and Steel Group Corporation
Address: Huangang Road, Tiexi District, Anshan, Liaoning Province, China

Post Code: 114021

Contact: Liu Weimin; Wang Juan

Tel.: 0412-6736096 0412-6728598

Fax: 0412-6724040

E-mail: liuwm@ansteel.com.cn wj@ansteel.com.cn
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General Manager's Message

In 2010, in
development and in its corporate spirit of “Innovation,

line with the scientific approach to

Integrity, Endeavor and Dedication”, Ansteel Group
Corporation was committed to building China into an iron
& steel power, creating values for shareholders,
customers, employees and the society, enhancing its
capability for social responsibility fulfilment and
achieving leapfrog development. The reorganization of
Anshan Iron and Steel Group Corporation, and PanGang
Group Company Ltd., the first of its kind implemented by
central enterprises through market approaches, plays a

guiding role in the structural optimization, adjustment and

upgrading of the national iron & steel industry, which is of
tremendous significance to promoting the international
competitiveness of the Chinese iron & steel industry as
The
reorganization will give full play to the advantages of both

well as to building an iron & steel power.

parties in resources, technologies, products and

marketing, thus enhancing their international

competitiveness. The reorganized Ansteel Group
Corporation has achieved an output of over 30 million
tons both in iron and steel and business revenues of
RMB 151.57 billion.

In 2010, Ansteel Group Corporation witnessed a great




enhancement of its overall competitiveness and a
constant improvement of its ability to perform corporate
social responsibilities. After the reorganization, Ansteel
Group Corporation established an industrial distribution
covering Northeast China, Southwest China, North China
and Southeast China, with the most complete layout and
the greatest resources advantages in China. Historical
breakthroughs were made in its international operation. It
signed an agreement with Steel Development Company,
USA, becoming the first Chinese steel enterprise to build
factories in the United States; Ansteel Vigano Srl, the first
overseas service center, started operation. Overseas
marketing has started to turn materialized, specialized
and systemized. The international profile and
competitiveness of Ansteel Group Corporation have been
enhanced. Further achievements have been made in
independent innovation: Second-Class Award for the
State Scientific and Technological Progress Award (1);
provincial and industrial Science & Technology Progress
Awards (29); the 10th China Quality Award.

In 2010, Ansteel Group Corporation was engaged in
activities to promote low carbon development so as to
produce a positive social and environmental effect.
During the Eleventh Five-Year Plan period, Ansteel
Group Corporation saved 3.19 million tons of standard
coal in total, exceeding the target of energy conservation
for 1,000 enterprises. Such priority projects as power
generation by waste heat from sintering machines have
Group
Corporation has been listed by the Ministry of Industry

been implemented. Anshan Iron and Steel
and Information Technology as one of the first
demonstration enterprises to promote energy

conservation and emission reduction through fusion of

industrialization and IT application, becoming a pioneer
in low carbon economy.

In 2010, Ansteel Group Corporation made unprecedented
breakthroughs in ethical and cultural progress. The
deeds of Guo Mingyi, of whom many central leaders like
General Secretary Hu Jintao spoke highly, became a
shining model for the Chinese people. His spirit, an
epitome of the corporate spirit and core values of Anshan
Iron and Steel Group Corporation, added a new
dimension to corporate spirit and culture, displaying the
Group's unremitting efforts to shoulder its social
responsibility and create a harmonious society.

In 2011, the first year of the Twelfth Five-Year Plan
period, Ansteel Group Corporation will shoulder its
important task of leading the Chinese iron & steel
industry. It will redouble its efforts to realize its strategic
target of “by 2015, Ansteel Group Corporation will have
made its way to the rank of world top 5 steel producers by
annual output, thus becoming a super large-sized
transnational group that will be able to set the trend for
the world steel industry development, with a powerful
principal business of iron and steel, a world-leading
vanadium industry, the largest titanium industry in China,
diversified industrial structure and enhanced
international competitiveness”. Therefore, with the
scientific approach to development as its guiding
principle, Ansteel Group Corporation will make efforts to
live up to its mission and responsibilities to accelerate the
transformation of its development approach so as to set a
good example in performing social responsibilities,
making more contributions to creating a harmonious
society.
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— Profile of Ansteel Group Corporation

Anshan Iron & Steel Base of Ansteel Group Corporation

Ansteel
consolidation and reorganization of Anshan Iron and Steel Group
Corporation, and PanGang Group Company Ltd. in May, 2010.

Group Corporation was established after the

Hailed as the “cradle and the oldest son of the Chinese steel
industry”, Anshan Iron and Steel Group Corporation was the first
large-sized iron & steel complex restored and built in New China
and the earliest steel production base; presently, PanGang Group
Company Ltd. is the largest vanadium producer in China and the
second largest one in the world, and the biggest production base
for titanium raw materials and a major one for titanium dioxide,
rail steel, seamless pipes and special steel. Ansteel Group
Corporation has now evolved into a cross-regional and multi-
base international iron & steel enterprise with the greatest
resource advantage. Ansteel Group Corporation owns three
major bases, Anshan Iron & Steel Base, Bayuquan Iron & Steel
Base, and Chaoyang Iron & Steel Base, in Northeast China;
Panzhihua, Chengdu, Jiangyou, Xichang and Chongqing
production bases in Southwest China; established a cold-rolled
production joint venture with Tiantie Metallurgy Group Co., Ltd. in
Tianjing in North China; Anshan Iron and Steel Group Corporation
Cold-rolled Steel Sheet (Putian) Project has started operation in
Southeast China. Ansteel Group Corporation boasts a complete
series of steel products, hot-rolled and cold-rolled sheets,
galvanized sheets, color coated sheets, cold-rolled silicon steel,
heavy rails, seamless pipes, wire rods and wire ropes as well as
the largest titanium industry in China and a developed vanadium

industry in the world.

Ansteel Group Corporation holds two wholly-funded subsidiaries,
namely Anshan Iron and Steel Group Corporation, and PanGang
Group Company Ltd. Anshan Iron and Steel Group Corporation
now has 17 wholly-owned subsidiaries, 3 holding subsidiaries
and 21 directly affiliated entities; PanGang Group Company Ltd.
has 3 wholly-owned subsidiaries, 4 holding subsidiaries, 5
directly affiliated entities, and 2 branches. Ansteel Group
Corporation has a total of 234,000 registered employees
(205,000 on-the-job).

In 2010, Ansteel Group Corporation produced 30.73 million tons
of pig iron, 30.22 million tons of raw steel and 28.77 million tons
of rolled steel as well as 25,700 tons of high-vanadium iron and
62,600 tons of titanium dioxide, earning business revenues of
RMB 151.57 billion and total profits of RMB 5 billion.

With its focus on top-notch iron & steel enterprises, Ansteel
Group Corporation has set a target for its “take-off” in the near
future: by 2015, Ansteel Group Corporation will have made its
way to the rank of world top 5 steel producers by annual output,
thus becoming a super large-sized transnational group that will
be able to set the trend for the world steel industry development,
with a powerful principal business of iron and steel, a world-
leading vanadium industry, the largest titanium industry in China,
diversified industrial structure and enhanced international
competitiveness.

Panzhihua Plant Area of Ansteel Group Corporation

=la ANSTEEL (04



Soicial Responsibility and Sustainable Development

Establishing a Management System and a Performance Indicator System for Corporate Social
Responsibility and Sustainable Development

Ansteel Group Corporation keeps improving its organizational
system and management functions as well as its monitoring and
evaluation mechanism for corporate social responsibility and
sustainable development by incorporating the social
responsibility into the corporate development strategy and the
strategic performance evaluation.

In accordance with the Guideline on Fulfilling Social
Responsibility by Central Enterprises issued by the SASAC, the
Global Reporting Initiative (GRI) Sustainability Reporting
Guidelines, the 15026000 unveiled by the International
Organization for Standardization (1ISO), CASS-CSR2.0 and other
relevant industrial guidelines, Ansteel Group Corporation has
established a management system for corporate social
responsibility and sustainable development and a performance
indicator system covering strategy management, business
performance, technological innovation, resources and
environment, employee protection and social development as a
yardstick and criteria for its execution, monitoring, improvement
and evaluation of the corporate social responsibility and

sustainable development.

Management Objectives for Social Responsibility
and Sustainable Development

Society
Fulfilling its corporate
social responsibility by
participating in non-
profit programs for
public good to express
its love toward the
disadvantaged;

Economy
Creating values for
shareholders, customers,

employees and the society

through premium products

in the principle of integrity;

Environment
Building itself into a
resource-saving and
environment-friendly
enterprise in line with
the concept of circular
economy and green

steel;

Employees

Caring for employees to
promote their personal
development;

Establishing an Evaluation System for Corporate Social Responsibility and

Sustainable Development

Ansteel Group Corporation has implemented its strategic
performance management system by creating a closed-loop
management process incorporating“strategy—budget—
examination—remuneration” and classifying the strategic
performance indicators according to their characteristics and
levels. In addition, a strategic performance evaluation
committee has been formed, the management process for the
indicator assessment and evaluation optimized, a routine

reporting meeting system for strategic performance

Sustainability Report Release System

Anshan Iron and Steel Group Corporation has released its
sustainability report for three yearsin arow. Its reportrelease

system features clearly defined management duties, an
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restablished, and management mechanisms for strategic
performance indicators created. In order to ensure the quality
of the sustainability report, an internal evaluation institution
for social responsibility and sustainable development has
been improved to examine whether the relevant indicators
have been fulfilled and whether the information concerned is
accurate, complete, true and up-to-date. And the competent
authority and renowned organizations are invited to make a

rating for the report.

optimized management process, an improved working
system, a sound organizational system, strict monitoring and

evaluation, and detailed and complete information.



Chapter 01 Overview / Soicial Responsibility and Sustainable Development

Management Performance

In 2010, Ansteel Group Corporation won the “2009 Golden Bee
Award for Leading Enterprises”, the top prize in the selection of
2009 Golden Bee CSR China Honor Roll; at the same time, its
Anshan Iron and Steel Group Corporation's Approach to
Management for the Circular Economy Demonstration Park in
Bayuquan was compiled into the Sample Cases of 2009 Golden
Bee Responsibility Competitiveness. 2009 Anshan Iron and Steel
Group Corporation Sustainability Report captured the Golden Bee
2010 Excellent CSR Report for Leading Enterprise. Besides,
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Ansteel Group Corporation rose from 18" in 2009 to 11" in the
ranking of indicators for corporate social responsibility
development among top 100 enterprises in China indicated in
the Research Report on Corporate Social Responsibility of China
published by CASS. Ansteel Group Corporation Sustainability
Report 2010 was rated as an excellent social responsibility
report by Corporate Social Responsibility Research Center of

Chinese Academy of Social Sciences (CASS).

Leading Enterprise
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Working Plan for Corporate Social Responsibility and Sustainable Development

Establishing and improving its working system for corporate
social responsibility and sustainable development;

In line with its new mode for control and management, Ansteel
Group Corporation has established and improved its
organizational system for corporate social responsibility and
sustainable development. In accordance with relevant
regulations and standards, Ansteel Group Corporation has
improved and implemented the indicator system for corporate
social responsibility and sustainable development that centers
on low-carbon economy, energy conservation and emission
reduction, scientific and technological innovation, non-profit
programs, and punishment and prevention system.

Establishing and improving its institutional system for corporate
social responsibility;

In line with its new operations rules that integrate the
institutional systems for corporate social responsibility of
Anshan Iron and Steel Group Corporation and PanGang Group
Company Ltd., Ansteel Group Corporation has established a
mechanism to coordinate with national and industrial

organizations and a rapid response mechanism for corporate

social responsibility to participate in major national projects to
facilitate their implementation.

Establishing an IT-based management process system for
corporate social responsibility;

In line with its corporate management system, Ansteel Group
Corporation has established departmental sub-systems,
creating a standardized management process of data entry,
transmission, modification and application; a management
mechanism for coordination with relevant parties and
information collection has also been formed.

Strengthening training and exchange with regard to corporate
social responsibility;

Domestic and foreign experts in the sphere of the corporate
social responsibility have been invited to conduct training over
the international standards for environmental, market and social
performance; academic exchange has been strengthened with
organizations both at home and abroad; relevant standards both
at home and abroad have been geared to a management system

for corporate social responsibility.
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Chapter 02 Strategy Management/ Core Values

— Core Values

Corporate Culture

Mission
To live up to its mission to build a powerful country of iron and steel in order to create values for shareholders,
customers, employees and the society

Corporate Spirit Core Values
To build a powerful country of iron and steel so as

Innovation, Integrity, Endeavor and Dedication R . .
grity to bring benefits to the society

Vision Work Ethics for Employees
To become a leading enterprise in the Chinese iron

\/

& steel industry Dedication to work in pursuit of excellence

Development Concept

To accelerate “Four Transformations” to achieve the sustainable development through “Six Major Strategies”

Business Philosophy Environmental Protection
To deliver high-quality products to customers so as Concept
to achieve a win-win resultin good faith Green Manufacturing; Green Steelworks

Management Philosophy
Employee-friendliness, pursuit of excellence, strict standards and strictimplementation
Safety Concept
Lifeis valuable, safety is a duty, system is a guarantee, and execution is critical

=la ANSTEEL (08
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Symposium on carrying forward the pioneering spirit of Anshan Iron and
Steel Group Corporation, in celebration of the 50" anniversary for
promulgation of the Charter of Anshan Iron and Steel Company.

“Pioneering Employees” Award Presentation Ceremony in celebration
of the 50" anniversary for promulgation of the Charter of Anshan Iron
and Steel Company.

09

Corporate Culture

Promoting the integration of Anshan Iron and Steel Group

Corporation and PanGang Group Company Ltd. in corporate culture;
Both sides have reached consensus in terms of corporate missions,
corporate objectives, corporate spirit, and corporate core values.
Efforts have been made to achieve the corporate culture integration
between the two sides in institutions, concepts, behavior, image,
sentiment and personnel.
There is much in common between Anshan Iron and Steel Group
Corporation and PanGang Group Company Ltd. in history and
culture. In Panzhihua, around 7,000 workers from Anshan Iron and
Steel Group Corporation devoted themselves to PanGang Group
Company Ltd. Phase | Project, making their due contributions to
economic development in Southwest China.

Organizing activities in celebration of the 50" anniversary for
promulgation of the Charter of Anshan Iron and Steel Company;
The Charter of Anshan Iron and Steel Company highlighted
technological innovation and revolution. In celebration of the 50"
anniversary for promulgation of the Charter of Anshan Iron and Steel
Company, Anshan Iron and Steel Group Corporation has organized
an essay solicitation and a special lecture, a public appraisal of
“Pioneering Employees”, and a symposium on carrying forward the
pioneering spirit of Anshan Iron and Steel Group Corporation.

Summarizing the achievements in corporate culture development
since the Eleventh Five-Year Plan period;
Ansteel Group Corporation has drawn up a blueprint for its corporate
culture development during the Twelfth Five-Year Plan period, made
a revision of A Guide to Anshan Iron and Steel Group Corporation
Culture and the History of Anshan Iron and Steel Group Corporation,
solicited 95 corporate programs for ethical and cultural progress,
and displayed new achievements scored in this regard.

Promoting the improvement of work ethics of employees;
According to the theme of “Strength of Work Ethics”, Ansteel Group
Corporation has held a cultural gala in celebration of the 9th
anniversary for promulgation of the Program for Improving Civic
Ethics, giving a huge boost to the implementation of the Program and
the Code of Ethics and Professional Conduct of Ansteel Group

Corporation.

In the selection of corporate spirit cases held by China Research
Institute of Enterprise Culture in celebration of the 60th anniversary
for the founding of New China, Anshan Iron and Steel Group
Corporation Spirit of “Innovation, Integrity, Endeavor and
Dedication” and PanGang Group Company Ltd. of “Scaling the
Heights through Arduous Efforts” were listed into National Top 60
Cases for Corporate Spirit. In the appraisal of achievements in the
studies on the corporate culture organized by China Research
Institute of Enterprise Culture, the Approach to the Studies on the
Cultivation and Transformation of Corporate Values won the first
prize. At the 7th National Annual Conference on the Corporate
Culture held jointly by China Enterprise Confederation and China
Enterprise Directors Association, the Studies on the Innovation
Culture of Ansteel Group Corporation was selected as “National
Excellent Case for Corporate Innovation Culture”.




Chapter 02 Strategy Management/ Core Values

e Organizing a series of activities in celebration of the 40"
anniversary for the operation of PanGang Group Company Ltd.;

In celebration of the 40" anniversary for the operation of
PanGang Group Company Ltd., PanGang Group Company Ltd.
convened a conference, a cultural gala “Song of Startup”, an
exhibition of employees' works of fine arts, calligraphy and

fEERSK

1870-2010

photography, and a prize-attached essay solicitation “/ Grow up
with PanGang Group Company Ltd.”, produced a TV feature
“Outstanding Achievements over the past 40 Years”, made a public
selection of “40 Major Events over the Past 40 Years Since the
Operation of PanGang Group Company Ltd.”, and organized for
employees a lecture and a thematic activity on PanGang Group
Company Ltd. Spirit.

Since it was put into operation 40 years ago, PanGang Group
Company Ltd. has undergone three critical periods. From 1965
to 1980, PanGang Group Company Ltd. started its Phase |
construction from scratch; from 1981 to 2000, PanGang Group
Company Ltd. strengthened its technical process in the Phase Il
construction, as evidenced by its improved product varieties and
upgraded scale, fulfilling its strategic shift in products from steel
billets to rolled steel; from 2001 till now, in order to evolve into an
internationally competitive modern corporate group of iron &
steel and vanadium & titanium, PanGang Group Company Ltd.
has been making endeavors in its strategic transformation
toward “premium steel products” in its new undertaking.

Over the past 40 years, PanGang Group Company Ltd. has kept &
pace with the times, upholding its spirit of “scaling the heights
through arduous efforts”. On the basis of the past achievements
and the present reorganization with Anshan Iron and Steel
Group Corporation, PanGang Group Company Ltd. is pressing
ahead with its new undertaking to write a chapter of sustainable U=
development in an enterprising and pioneering spirit.

1.Conference in celebration of the 40" anniversary for the
operation of PanGang Group Company Ltd.

2.The first blast furnace started tapping in PanGang Group
Company Ltd.

3.Panorama of the cold rolling mill in PanGang Group
Company Ltd.

4.Panorama of the titanium sponge project in PanGang
Group Company Ltd.

=la ANSTEEL 10



Carrying Forward Anshan Iron and Steel Group Corporation Spirit

Guo Mingyi, an exemplary model embodying the spirit of dedicationin the new era

On August 1, 2010, Hu Jintao, General Secretary of the CPC Central Commission, President of the People's Republic of China and

Chairman of the Central Military Commission of the CPC, issued directions on promoting the deeds of Comrade Guo Mingyi, a

model worker from Anshan Iron and Steel Group Corporation embodying the spirit of dedication in the new era. More efforts

should be made to promote his deeds and virtues so as to extend mental support to the creation of a harmonious socialist society. Li

Changchun, Wang Zhaoguo, Liu Yunshan, Xu Caihou and Guo Boxiong, leaders from the Central government and the Central

Military Commission of the CPC, also called on people from all walks of life to carry forward his spirit of devotion and dedication

in order to make contributions to sustainable development and social harmony.

Presently, Guo Mingyi works as a highway administrator in
Qidashan Iron Mine in Anshan Iron and Steel Group Corporation
Mining Corporation. The past 30-odd years have witnessed his
enormous dedication to his job and the society in line with his
fundamental principle of serving the people wholeheartedly as a
CPC member. Since 1990, he has made blood donations for 20
years on end, 60,000 ml in total or 10 times the total amounts of
blood in his body. Since 1994, he has donated a total of RMB
120,000 to the Project Hope, his colleagues and people in the
disaster-stricken areas, and provided financial support to over
180 students from destitute families. Since he worked as a
highway administrator in 1996, he has offered over 15,000
hours of services in total, including additional five years of work,
since he goes to work 2 hours earlier every day. He has been
conferred the honorary title of “National Excellent CPC
Member”, the National May Day Labor Medal, the National Gold
Award for Voluntary Blood Donation and the National Red-Cross
Volunteer Star.

His deeds and virtues epitomize all Chinese people's efforts to
improve their codes of conduct, symbolize the qualities of the
Chinese nation, and interpret the profound significance of the
socialist core value system, and demonstrate to us how to strike

a proper balance between self and others, the individual and the
collective, the demand and the dedication, and the ordinary and
the extraordinary, which will contribute to the general public's or
particularly youngsters' correct view on the world, life and value.
In September, 2010, Xinhua News Agency, China National
Radio, CCTV, People's Daily, PLA Daily and other media gave
much publicity to the exemplary deeds of Guo Mingyi. The report
meeting on his deeds was held respectively in the Grand Hall of
People, ten provinces, institutions directly under the
administration of Liaoning Provincial Government, Shenyang
and Dalian, and Baosteel Group, and PanGang Group Company
Ltd..

Since Anshan Iron and Steel Group Corporation was founded
sixty years ago, generations of Anshan Iron and Steel Group
Corporation staff have been committed to building China into a
powerful country of iron and steel. It is in line with Anshan Iron
and Steel Group Corporation Spirit of “Innovation, Integrity,
Endeavor and Dedication” that Guo Mingyi, together with Meng
Tai, Wang Chonglun, Lei Feng, Li Yanjia and Xing Guibin, have
grown into exemplary workers; in return, it is through their
Iron and Steel

unremitting efforts that Anshan Group

Corporation Spirit carries a special significance in the new era.

A Entrusted by General Secretary Hu Jintao, Li Changchun, Member of the Standing Committee of the Political
Bureau of the CPC Central Commission, met with Comrade Guo Mingyi and the deed reporting delegation.

11



Chapter 02 Strategy Management/ Core Values

A Wang Yong, Chairman and Party Secretary of SASAC, met with Guo Mingyi. A Guo Mingyi was selected as one of “2010 Top 10
Responsible Citizens in China” and “2010 Top 10
Most Popular Guests” by the website of the
People's Daily.

A Guo Mingyi was conferred the 2010 Moving China Award by CCTV. A Guo Mingyi and some of the subsidized children.

ala ANSTEEL 12



Strategic Planning

Strategic Objectives

By 2015, Ansteel Group Corporation will have made its way to
the rank of going into world top 5 steel producers by annual
output, thus becoming a super large-sized transnational group
that will be the most internationally competitive and be able to
set the trend for the world steel industry development, with
coordinated development of an ultra-heavy principal business
of iron and steel, a world-leading vanadium industry, the
domestically largest titanium industry, diversified industries.

Overall development train of thought

bringing into
play the synergy advantage of reorganization and make the
steel industry to be the best and biggest through scaling the
capacity, balancing the product mix, multiplying the layout
regions and optimizing the logistics;

bringing into play the advantage of comprehensive

utilization to realize the serialization and scaling of the

vanadic and titanic products through appreciating the

industrial chain value by developing the high-end products

and merging the low-end products;

bringing into play the advantage of

independent innovation to becomg the leader to the steel industry

development through making the core technologies and the
principal products low carbon and benchmark;

bringing into

Objectives for the Corporate Development
during the Twelfth Five-Year Plan Period

The profit of Ansteel Group Corporation will be
higher than the average steel industry level in China; continuous
efforts will be made to ensure the profitability of the merged and
reorganized enterprises. The propotion of the profit of the
financial business will reach 15%-20% of the profit of Ansteel
Group Corporation;

annual sales revenues will be over RMB 300 billion;
annual output of raw steel will be 60 million tons; self-sufficiency
rate for iron ore concentrate will be over 65%; annual output of
vanadic products (in the form of V205) will be 45,000 tons;
annual output of titanium ore concentrate will be 1 million tons;
annual output of titanium dioxide will be 510,000 tons; annual
output of rolled titanium will be 10,000 tons; proportion of
revenues from the diversified business to those from the principal
business will be stabilized between 10%-15%;

core steel products (automotive steel, railway
steel, petroleum and petrochemical steel, household electrical
appliance sheets, shipbuilding plates, electrical steel, container
plates and mechanical plantes as well as special steel like
precision tubes, nuclear power tubes and die steel) and vanadic
and titanic products will reach a industry-leading level and the
proportion of long and flat products will be gradually increased;

expanded global industrial distribution; bases in
Northeast, Southwest, Southeast coastal and North China;
coordinated production lines and optimized resource allocation;
to construct a resource-conserving and
environment-friendly low-carbon enterprise and build up a model
steel basefeaturing green manufacturing and green operation.

13

Strategic Paths

“ Four transformations”: From the major investment in new
construction projects to equal stress on the new construction
investment and the merger and reorganization in the growth
model; from the inland expansion to the coastal expansion and
internationalized operation in the industrial layout; from a
“follower” to a “pacemaker” of core technologies in
independent innovation; from the single product export to the
technology and management export in the foreign trade.

play the advantage of owning resources to improve the
resourcing capacity and advance the support capacity of the
low-cost resources through tapping the internal resources
and controlling the external;

bringing into play
the advantage of corporate brands to cultivate the capacity
of transnational operation and advance the level of
internationalization through globalizing the value chains;

bringing into play
the advantage of state-owned enterprise exemplification to
promote the cyclic econome and realize the green growth
through adjusting the principal business structure,
diversifying moderately, strengthening the combination
between the steel business and the financial business and
the construction of IT business and adhering to the people-
oriented.

Ansteel Group Corporation has established its strategic
planning system in three layers of overall strategies,
business strategies and functional strategies to realize the
efficient support and cooperation inside the strategic
development planning system of the medium and long-term
overall development, business section and special functions,
In order to strengthen the management of its strategic
planning system, the Regulations for Management of the
Strategic Planning System of Ansteel Group Corporation and
a three-year (2010-2012) rolling plan have been
formulated; an annual strategic plan has been drawn up to
incorporate development strategic measures into the annual
strategic performance evaluation system and the annual
overall budget management. Anshan Iron and Steel Group
Corporation was the first to establish and efficiently execute
the strategic performance management system in the
metallurgical industry and was conferred the 2010 China
Star Award for Strategy Execution by the Evaluation
Council for the China Star Award for Strategy Execution.
Anshan Iron and Steel Group Corporation was conferred the
2010 China Star Award for Strategy Execution.
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Chapter 02 Strategy Management/ Strategic Planning

Advancing to complete the Corporate Strategic Planning

Scaling, Multi-regional and Internationalized Operation of the Principal Business of Iron and Steel

The successful reorganization of Anshan Iron and Steel
Group Corporation and PanGang Group Company Ltd.,
realization of the designed production capacity of Bayuquan
Steel Base, operation of An-Ling Steel Co., Ltd. in
Chaoyang, accelerated construction of Xichang Base, and
construction of Putian Project have contributed to greater

advantages in resources, scale and more perfect
development pattern with its cross-regional, multi-base and
internationalized operation enjoyed by Ansteel Group

Corporation. Ansteel Group Corporation has become the first
Chinese steel enterprise to build factories in the USA after

Development of Major Business sections

Boosting the development of the resource industries;

The project of the renovation and expansion of the iron ore mine
in Anshan Iron and Steel Group Corporation Iron Ore Mine has
been approved by the Central government; Ansteel Group
Corporation has established strategic partnership with Jilin Horoc
Nonferrous Metal Group Co., Ltd.; Ansteel Group Corporation has
made an investment in its subsidiary named Jilin Jien Nickel
Industry Co., Ltd. as its third largest shareholder; Ansteel Group
Corporation has conducted cooperation with Shanxi Material
Industry Group Co., Ltd. in development and sales of coking coal
and has inked a medium and long-term agreement on the coal
sales and purchase with Yangquan Coal Industry (Group) Co.,
Ltd. and Huaibei Coal Mining Group; Ansteel Group Corporation,
together with Dalian Shipbuilding Co., Ltd. and Pacific
International Lines (Pte) Ltd., has set up a ship-recycling
company, which provides Anshan Iron and Steel Group
Corporation with over 500,000 tons of scrap steel every year.
Accelerating the resource strategy projects of PanGang Group
Company Ltd.;

Breakthroughs have been made in realization of the designed

concluding an agreement with Steel Development Company,
USA.The overseas marketing has witnessed a substantive,
specialized and systematic transformation since Anshan
Vigano Co., the first overseas steel processing center, was
put into operation. Construction of the overseas resource
availability system has been advanced steadily. The overall
financing program for subscription of the equities of Gindalbie
Metals Ltd, Australia has been approved by the Central
government. A syndicated loan agreement has been signed
for Karara Iron Ore Project in Australia to ensure its smooth
running.

product capacity of Baima Iron Ore Mining Project Phase I;
mining has been carried out underground from the former open-
cut mining at Jianshan Mining Area in Panzhihua; much progress
has been made in control and exploration of common ore in
Liangshan Yi Autonomous Prefecture; great breakthroughs have
been achieved in construction of Fuyuan Coal Mine in Yunnan
Province cooperated with Chongging Energy Investment Group;
business outlets have been gradually opened in coal-mining
regions in Yunnan and Guizhou Province.

Strengthening cooperation with domestic and foreign enterprises
to make the diversified industries more competitive;

The high-grade continuous casting mould flux project Phase | in
joint venture with Stollberg & Samil Co., Ltd., South Korea has
been put into operation; Ansteel Group Corporation has signed
an agreement with Timken Company, USA on the repair of
bearings; the high-pure and super-fine aluminum powder project
developed by Ansteel Group Corporation on its own has been put
into operation; the development of magnetic materials and steel
slag fine powder is proceeding as scheduled.

1.Anshan Iron and Steel Group Corporation has concluded an operation agreement on the joint-venture company with Steel Development Company.
2.PanGang Group Company Ltd. Baima Iron Ore Mining Project Phase Il has started construction.
3.PanGang Group Company Ltd. Xichang Vanadium & Titanium Resources Multi-purpose Utilization Project is progressing smoothly.
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Green and Low-carbon Development

Since the Eleventh Five-Year Plan period, Ansteel Group
Corporation has saved 3.19 million tons of standard coal, fulfilling
the target for energy conservation ahead of the time; in 2010,
Ansteel Group Corporation saved 500,000 tons of standard coal
and 12.67 million tons of water. At the Meeting of the State Council
on Energy Conservation and Emission Reduction, Ansteel Group
Corporation was invited as the only enterprise to elaborate on its
practices in this regard. One of the first batches of “Demonstration
Enterprises for the Pilot Program of Energy Conservation and
Emission Reduction through Fusion of Industrialization and IT

the operation of over 50 priority projects like the power generation
through waste heat from sintering machines, and the successful
hot load test run of the flue gas desulphurization unit for the #1
sintering machine in the western area of Anshan Steel Base,
thereby producing a sound environmental effect and obtaining
enormous economic benefits. The Coke Dry Quenching (CDQ)
units for PanGang Group Company Ltd. #5 and #6 Coke Oven and
the technological transformation of the sintering system (Phase 1)
have been completed; power generation through excess heat and
energy (Phase Il) is under way.

Application”, Anshan Iron and Steel Group Corporation has seen

Development of Core Technologies

In 210, Ansteel Group Corporation developed 7.27 million tons of new products, which
accounted for 25.9% of the total. Anshan Iron and Steel Group Corporation developed a
high-speed heavy rail laid on Beijing-Shanghai High-Speed Railway for trains running
at a speed of 380 kilometers per hour; Anshan Iron and Steel Group Corporation
manufactured special steel for testing of key equipment for the nuclear island as a
domestic substitute and the advanced forging for the main pipes of the nuclear power
station, thus realizing independent R & D of the third-generation nuclear power
technologies and the homespun key nuclear power equipment; Anshan Iron and Steel
Group Corporation became the first Chinese steel enterprise to have seen its Q500qE
steel pass the technological examination over the 500Mpa-level railway steel by the
Ministry of Railways; the sales of high-added-value products like automotive sheets
rose by 36.3% on a year-on-year base; East Anshan Industrial Demonstration
Production Line for Separation and Flotation of Refractory Mixed Iron Ore reached a
world-leading level; the early vender involvement (EVI) for R & D of new products
produced a remarkable effect; Anshan Iron and Steel Group Corporation and China
FAW Group Corporation set up a joint lab; Anshan Iron and Steel Group Corporation
concluded a strategic agreement with China Classification Society.

PanGang Group Company Ltd. high-grade pinion steel, the nickel-based alloy used in
the heat exchanger for the oil refining industry and other new products have witnessed
their batch production; the State Key Lab of Multi-purpose Utilization of Vanadium and
Titanium Resources has started construction upon approval from the Ministry of
Science and Technology; four medium experimental lines, namely the new techniques
for multi-purpose utilization of vanadium and titanium magnetic iron ore, preparation of
high-grade titanium-rich materials, extraction of titanium from the blast furnace slag,
and clean production of vanadium oxide, have gone into operation, completing a series
of industrial experiments; PanGang Group Company Ltd. has set up a joint lab of
household electrical appliance steel with Changhong Electric Co., Ltd..

2

Progress of Priority Projects
Inauguration of An-Ling Iron & Steel Co., Ltd.

On November 16, 2010, the production lines of An-ling Iron & Steel
Co., Ltd. went into pilot operation. Such project highlighted energy
conservation and environmental protection in design, state-of-the-
art processes in technique, and a sophisticated design, an efficient

In 2010, Ansteel Group Corporation was
conferred one Second-Class Award for the
State Scientific and Technological Progress
Award and 29 prizes for industrial and provincial
scientific and technical progress; Ansteel Group
Corporation had 1,357 patent applications
handled, among which 951 were granted by the
State Intellectual Property Office and 8 were
granted to Ansteel Group Corporation from
abroad. Besides, Angang Steel Co., Ltd. won
the 10" China Quality Award.
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organization and strict management in objectives. The production
lines, with its scale reaching 200 tons, would feature a complete
process of stock yards, coking and chemicals,
steelmaking, continuous casting and rolling.

ironmaking,

A Production lines of An-ling Iron & Steel Co., Ltd. went into pilot operation.
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Chapter 02 Strategy Management/ Strategic Planning

Renovation and Expansion of the Iron Mine in the Old
Mining Site of Anshan Iron and Steel Group Corporation

On March 11, 2010, Renovation and Expansion of the Iron Mine in
the Old Mining Site of Anshan Iron and Steel Group Corporation was
approved by the Ministry of Industry and Information Technology.
The year 2010 saw the implementation of such projects as the
external expansion of Dumu Mining Site in Gongchangling and the
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expansion of Dagushan Iron Mine, the transformation of open-pit to
underground mining for Yangianshan Iron Mine, and renovation of
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the limestone mine in Dengta City, Liaoning Province, and a new
mine in Dalian as well as the operation of two new projects, namely
Xidabei Mining Site and Lazishan Mining Region. As a result, the
proportion of homespun ores of Anshan Iron and Steel Group
Corporation would be elevated to ensure its iron mine resource
availability so as to contribute to its sustainable development.

Anshan Iron and Steel Group Corporation Cold-rolled
Steel Sheets (Putian) Project

In February 2010, Anshan Iron and Steel Group Corporation Cold-
rolled Steel Sheets (Putian) Project started construction in Putian
City, Fujian Province. By the end of 2010, pile driving had been made
for the main workshop; construction of the pile cap, the upper part of
the main workshop and infrastructure for main equipment, and
installation of some equipment had been completed; the
construction will come to a close by the end of 2011. Such project,
which showcases the integrated technologies covered by the
proprietary intellectual property rights held by Anshan Iron and Steel
Group Corporation, will feature a production line for an annual output
of 1 million tons of 1,450mill cold-rolled sheets.

Xichang Vanadium & Titanium Resources Multi-purpose
Utilization of PanGang Group Company Ltd.

PanGang Group Company Ltd. Xichang Vanadium & Titanium
Resources Multi-purpose Utilization, which lies at the core of the
strategies for a new round of development of PanGang Group
Company Ltd., features a multi-purpose utilization of vanadium,
titanium and iron by means of the most advanced techniques,
technologies and equipment, with an aim to achieving energy
conservation, consumption reduction and environmental protection
through circular economy. Started in September, 2009, the project

had entered the phase of equipment installation by the end of 2010.

Engineering Project of PanGang Group Company Ltd. for
i, @ariey G ATEhED [ e St Creup CaaEia Producing Titanium Dioxide through Chlorination Process
Cold-rolled Steel Sheets (Putian) Project.
2. Ceremony for Installation of the Stand of Hot Rolling Mill In June 2010, a groundwork-laying ceremony was held in

for PanGang Group Company Ltd. Xichang Vanadium & ; : : : : i
Titstiern (Reseuriees Wik sese Uil Chongqing for environmental relocation of Chongging Titanium
5, Eraumsierdaying Caememy e Hesisg Fareams Industry Co. Ltd. of PanGang Group Company Ltd. into Changshou
Group Company Ltd. Titanium Dioxide through Chemical Industrial Park for production of titanium dioxide through
Chlorination Process. L i i .
chlorination process, which would wean China from its dependence
on such imported product and kick-start the leapfrog development of

the Chinese titanium industry.
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Risks, Opportunities and Measures for

Sustainable Development

Risks for Sustainable Development

Large amounts of uncertainties arise from the profound and
complex changes in the world economic landscape;

Economic recovery will be confronted with the challenges in
financial sustainability, employment crisis, financial department
consolidation and global cooperation. In addition, a new round of
European debt crisis will make it more difficult for the world
economy to maintain its momentum of pre-crisis rapid growth in
the short term.

Chinese economy, in its critical period of adjustment, is plagued
by varieties of contradictions in a complex situation;

Presently, since construction in the Chinese steel industry is
losing steam, investment in this regard will see its slower growth
during the Twelfth Five-Year Plan period. Also, investment boom
in the railway, equipment manufacturing and other industries will
show a slow down in the medium and late period of the Twelfth
Five-Year Plan period, contributing less to the Chinese economic
growth. Owing to the sluggish demand of developed economies,
an increasing pressure for RMB appreciation and a rising tide of
trade protectionism around the world, foreign trade in China will
face more severe challenges. What's more, the inflation pressure
and interest-rate increase in sight, coupled with uncertainties in
economic and social development, will put a br